
ROLE OF PRESSURE GROUPS IN THE PROCESS OF 

DECISION MAKING : A STUDY OF THE FEDERATION OF 

INDIAN C,HAMBERS OF COMMERCE AND INDUSTRY. 

A DISSERTATION SUBMITTED. IN PARTIAL FULFILMENT 

FOR THE REQUIREMENT OF THE DEGREE OF MASTER 

OF PHILOSOPHY OF THE JAWAHARLAL NEHRU 
.f' 

UNIVERSITY :SCHOOL OF SOCIAL SCIENCES, 
, NEW DELHI. 

1976. 
(MISS )/TINDER KAUR) 

CENTRE FOR POLITICAL STUDIES 

SCHOOL OF SOCIAL SCIENCES, 

JAWAUARLAL NIURU UNIV(R~ITY 
/NIW U(LUJ. 

1976 .. 



DECLARATION 

Certified that the material presented in this disserta­

tion has not been submitted for any other diploma or degree of 

this or any other Uili versi ty. 

.J f:;-: . nl t..(bu y . 
candfd~ 



Chapter I 

... 
··.~- . 

CONTENTS 

Preface 

ln troduct1on 

The Federation of Indian Chambers of 
t:Ommerce and Industry ( FH.;Cl) l Anatomy of 
an organizations 

·A. Aims and obJeet1ves ot FICCI, 

B. The Pre-In dependence Period-Evolution 
and Policies. 

c. Membersh1p tmd :Plnanc1al Resources of 
FICCI. · ' 

.D. The ·Power-structure and Patterns of 
D&c1s1on ... Msking in PICCI. 

E. Analysis o t the Soe1o~Eeonom1c back .. 
ground of FICCI Presidents. 

Page 
·1 - 11 

1- 10 

ll- 45 

Appendix: "Enterprise and Economic· Change"• A Hev1ew. 46 • 51 

Ch~ter II Techniques, .. Targets and channels ot Influence. 52 - 67 

A. Fl<.:CI and Parl1ament 

B. Flee! and The Executive 

Chapter III L1m1 ts of Innuence• Case Studies. 

Conclusion 

Blbliography 

The overall Pol1 t1eal S1 tuatlon. 

FICCI and Soci a1 Centrol over Banks credit. 

FlCCI and Nationalization of Banke. 

Evolution of Industrial L1cens1ng Policy. 

Ficci and Industrial L1eens1n&. 

FICCI and Nationalization ot General 
Insurance. , 

68 - 111 

112 - lla 

119 - 125 



PREF-ACE 

This wrk is the outcome of research carried out in 

part1 al fulfilment of the requir'ement of the degree of Master 

of Philosophy of the Jawaharlal. Nehru University. It deals 

with the role of pressure-groups in the process of decision• 

mak'-ng. Thus the Federation of Indian Chambers of Commerce 

and Industry (FICCI) - an organized business organization, 

have been taken up for 1n.vestigat1on. The study is based on 

the secondary materials and has been inspired by a desire to 

identify the data available and lacuna in our knowledge about 

the role pl~ed by FICCI in the decision-making process. It 

is preparatory to a larger study and consequently the· conclu­

sions presented here in are tentative in extreme. 

l should like to acknowledge the help and encouragement 

received in. the prepax-ation of this study. I am grateful to 

the Indian Council of Social Science Research for a doctoral 

fellowship that has made it possible tor me to undertake 

research and to the Centre for Political Studies for providing 

te.eili ties for it. I am also grateful to my teachers in the 

Centre who taught me how to do research. 

I am deeply indebted to Dr. ~my SUpervisor 

who not only supervised my work but was a constant source of 

valuable ideas, criticism and friendship during my work on the 

subject. I acknowledge a special debt of gratitude to Professor 
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Imtiaz Ahmad for his sound and helpful suggestions. I wish 

also to thank the starr of the FICCI, especially the Library 

Staff under Mr. V .K. Majumdar, who was helpful and patient 1n 

a.ssisting me in the use of their reports and newspaper tiles. 

liJeedless to sa,y, I am alone responsible tor the many weaknesses 

from which this studJ' admittedly suffers. 



INTRODUCTION 

The political system resolves conflict in society by 

• responding to diverse interests reflected through demands. 

Many or these demands upon which the political system acts 
l 

are initiated by interest groups. Thus Interest Groups are 

an integral part or a political system, they express the lleeds 

of' many segments ot the society and exel't pressure at various 

levels of the decision-making process. Because ot their close 

relationship w.1th all elements or the social system, pressure 

groups are a very effective vehicle tor expression of demandS• 

The study of the existence and operation of' pressure 

groups in every pol1 tical s.v stem, whether democratic or totali­

tar1 an, advanced or developing has recently emerged as a sub­

ject or great interest owing to the fact that 1 t highlights a 

new aspect of relationship between 1ndi viduals organized in · 

groups and the state. Everywhere today 'interest groups' have 

been recognized by scholars and political analysts as critical 

centres or power iJl the political process. It would be fair to 

say that Lord Bryce in his d8fs laid stress on "parties as the 

great moving forces" of polities but today interest groups would 
2 

certainly share this status. 

l 'Interest Groups' and •Pressure Groups' have been used 
interchangeably. 

2 Eldersveld Samuel J., American Interest Groul)s: A Survez 
of Reaearch and Some !mpl1gations .Co~ Theoey and. Method, 
in Betty H. Zisk, Amerioan Pol1~1ca1 Interest GrOUQs, 

· Beadings in TheorY and ResearQb (California, Wadsworth 
Publishing Company, 1969), pp. 56-57. · 



The study of pressure groups has recently gained much 

importance in the realm of comparative politics because during 

the last few years political science has lost much of 1 ts 

connections w1 th h1 story and ethics. It has moved closer to 

the disciplines of economics and sociology. A new meaning of 

politics has come into use whereby it is regarded as a process 
3 

by which social values are authentically allocated. such en • 
approach regards polities not merely as a science ·or state and 

Government 1~ the t~aditional sense of the term, it implies the 

process of decision-making.. Since these decisions are made as 

a result of group conflict it .stretches its scope of study to 

,all such groups that are involved in the process ot decision­

making. Thus what determines the making of decisions is nothing 

but a constant struggle between different groups and interests. 

Viewed in this context a new·detinition of politics is furnished 

by the exponents ot this theory which can be stated as the -. 
Group Theory of Politics'• 

For Arthur F. Bently, the exponent ot the 1 Group·Theory 

of Politics•, the study of polities was the study of action 

· aiming at the realization or interest; action is manifested in 

groups and inter-group conflict. So group activity is interest 
4 

activity. Bentley based his theory on two facts which are as 

3 See Easton David, The Pol1t1gaJ. System, An Ingui:cy into 
the Stat~ ot PQJ,it1ca1 aglenge (Calcutta, Scientific 
Book Agency, 1971) t . spec! ally pp. 129-41. 

4 R.C. MaericUs, "Interest Groups in Comparat1 ve Analysis'', 
Journal of Politigs, 1961, PP• 25-45. 
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1ndi Vi duals are facts, groups are tacts, but individual cannot 

affect Government except through groups. Therefore, the process 
5 

ot Government must be studied Wholly as a group process. The 

basic proposition is that individuals are held together in groups 

by interests. The existence of a group depends or1 an interest · 

held in common. ·The group exists to get something, its exis-

t tence is activ1t1 the~tore it 'presses' on its env1ronment which 

is in part non-human. For David Truman, an interest group is 

1 a shared attitude'· that makes certain claims upon other group 

in society. A political interest group is one, "that makes 
7 

claims through or upon the institutions of Government~. Accord-

ing to Harold D. Lasswell and Abraham Kaplan, a group is an 

'brgan1zed aggregate• and an interest group is an "interest aggre-
8 

gate''• Charles B. Hagon in attempting to reduce problems of 

political ·science to tttheir simplest terms and the smallest 

numbers of explanatory principles" defines a group as "activity 
9 

ot human beings".. Later on Harry Eckstein, tollowing Bentley 

5 \il.J .M. Mackenzie; "Pressure Groups: The Conceptual Frame­
workff, Pglitiga1 Studiea, vol. 3, 1955, pp. 251-2. 

6 Ibid. 

7 David B. Truman, l'Jle Goyex:nmenta1 Proceaa (New York, 
1951), P• 37. . 

8 Harold D. Lasswell and Abraham Kaplan, Ppyer tm4 Society 
(New Havens, 1950), pp. 31-40. · · 

9 Charles B. Hagon, tt1he Group in Pol1 tical Science", in 
Roland A. Young, ed., .Approaches to the StUdy of Politigs 
(Evanst~n, 1958), pp. 38-51; especially p. 51. 
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and others said that, "it we saw that politics involves the 

making of decisions, the decisions are made as a result of 

group conflict, that groups are the s~Jne thing as interests, 

that both groups and interests are mass of activity, then we 
10 

say merely that politics is activity''• 

on the basis of the vast literature available on the 

subject one can define a pressure group as an aggregation of' 

1nd1 vi duals which attempt to influence policy output by mak~ng 

demands. on the pol! tical sy s~em. The demands expressed by the 

group reflect the common goal un1 t1ng i~di vi duals in that group. 

In every society wh~ther d~moeratic or totalitarian, these 

groups seek to influence public policy in a desired direction 

w1 thout being ready to accept the re'spon's1b1l1 ty of public 

office as well as by declining to hold d.irec.t responsi b111 ty tor 

. ruling the country. In other words it i_s employed to refer to 

any organized group wl;lich attempts to influence· Government deci­

sions without seeking itself to exercise formal powers of 
ll 

Government. The latter part or the definition is intended to 

distinguish a pressUre group from a political party or a cons­

piratorial group while the stress on organization distinguishes 

1 t from a mob or other spontaneous collection of i·nd1 v1duals. 

10 Harry Eckstein, Group Them:y and 'the Comparative study 
of Presagre GrauP&h in Eckstein and A;pter, eds., Compara­
t1xe Polit1e.s {New York, Free Press, 1963), pp. 389-90. 

l.l This is virtually identical with other widely accepted 
definitions. See tor example, H. Eckstein, Presaure 
Group Politics (London, Allen and Unwin, 1960), pp. 9-11. 



6 

It should be noted that much of the interest group litera-. l2 

ture till now has focused mostly on developed western nations. 

There are various reason.s to accoutlt for this fact. Firstly, 

many political scientists believed that ~ extension or such 

studies to less developed societies whose predominant activity 
13 

is agriculture would require a search tor functional equivalents 

and secondly 1t was also felt that in such societies the politics 

of influence would originate in pressures from family or cliques, 

unlike in west where the pressure is generated through interest 

groups in the shape or a complex, bureaucratized associations. 

Bence in some developing countries the existence of such groups 

was ignored. A careful stuqy of the business in India (as a 

pressure group) would call for a radical change in many of these 

assumptions • 
. 

In IndJ. a since the beginning of the pre sent century, 

National associ at1ons representing both foreign and indigenous 

12 Studies or Business groups like of Joseph La Palombara, 
Iptereat Groups in Ita1ian Politics (Princeton, Princeton 
University Press, 1964).; Gerhard Brunthal, l:he. federation 
of Geman Icdustey in Politics (Ithala1 Cornell University 
Press, 1965); Henry w. Ehrmann, Orcantzed Business in 
ltaDPI (Princeton, Princeton University Press, 1957); S.E. 
Finer, "The Federation ot Br! tlsh Industries,., pgl1tical 
Studies, vol. 4, 1956, pp. 61-82; Herman Zeigler, Interes~ 
grgups in Ame~:1can Societz, (Englewood Cliffs, N.J., Prince­
ton Hall, 1964); Stewart J.D., Britisb Pressure Qroups 
(Oxford, Clarendon Press, 1958); Allen Potter, Qrlanized 
Groups in British National Politics (London, Faber and 
Faber, 1961); H.H. Wilson, Pressure Groups: The Campaign 
for Commercial Television, Martin Seeker and Warbu:rgh Ltd., 
London, 1961 have tocused on the west except the study 
made by Ch1tosh1 Yanoga, Big Bus1nese io JaQanese politics 
(New Haven, Yale Uni ver si ty Press, 1968). 

13 Almond Gabriel A. and Powell Bingham G., Jr., Cgmperat1ye 
Po11tics: A Pevelgpmenta1 Approach (Boston, Little Brown, 
1966), pp. 73-97. 
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interest have been existing. The Indian associations represent ... 

ing indigenous capital are at least much developed if not more 

as those representing foreign capital. Organizationally the 

business associations are far in advance of other sections of 

society. ~ike other maJor fWlctional groups in India such as 

trade urdons, students organizations and peasants groups, the 

. business has developed associations which are autonomous and 
. . . 14 

represents the interests of business community. 
' 

The pressure groups do not make the laws of the land. 

They must devise means for gaining access to and influencing 

those who are consti tut1onally empowered to make, adm1n1 ster or 

otherwise define the law. Thus in the Indian political system 
' there are several points in the political process at which a 

gx-oup can bring influence to bear: public opinion, political 

parties and election campaigns, the legislative process, the 

cabinet and bureaucracy and the Judiciary Groups me,y also resort . 
' 

to direct action and violence. 

This study deals with the errort.s of one pressure group, 

Tbe Federation of Indian Chambers of Commerce and Industry (FICCI) 

as a business organization to secure its objectives during 

1967·71. r s organization is concerned w1 th attempting to 

counter policies that adversely affect the business community as 

a whole and serves as a channel of Goverrment-business relations 

14 As is explained by Kochanek Stanley A., Business erul 
Politi (( s in In<U a ( Un1 ver s! ty of C alit orni a Press, 
Berkeley, Los Angeles, London, 1974), PP• 156-7. 
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in general. This study does not attemp.t to deal with all the 

events but with certain major decisions taken by the Goverrment 

ot India during that time, the circumstances, under which th~se 

decisions were taken and FICCI' s reaction towards these decisions. 

f Specifically this study seeks to explore the followin.g questions:~ 

I ~What factors shape the values, structure and activities 

of FICCI as an apex business organization? To sort out answer 

to this question I would also examine the object1 ves FICCI placed 

before 1 tself ~ was const1 tuted. What sort of interests 

it represents and what type of role it plefed in the pre-indepen­

dence period, who are the persons or leaders dominating FICCI, 

what are the -sources or finance of FICCI? What are the factors. 

which influence the selection of the Presidents ot FICCI? How 

the d.ec1s1ohs are made and who dominates the decision-making·-
.___··-

process, and lastly what is the soc1o•econom1e background of 

FICCI President (only post-independence President t s) and to see 

Whether such a background ~as any impact on the functioning or 

power-structure or FlCCI? Ansl~rs to all these questions are 

attempted in chapter I of this study. 

II How does F.ICCI go about trying to achieve its aims, which 

in turn refers as to how it attempts to influence Government 

policy; what methods 1 t uses, whom do the FICCI leadership 

approach and what means or persuasion are at their disposal. 

These questions have been dealt with in chapter II. 



8 

III How much influence does FICCI have; how ertect1 ve 1 s 1 t 

in pursuing and achieving its goals and to What extent has 

Government been responsive and unresponsive to demands made by 

FICC.I and what has been the consequence? A careful investiga­

tion has been done in chapter III. 

Here it would be fair to assume that the capacity of any 

pressure group to influence the decision-making process would 

be limited by factors like the nature of decisions, the degree 

of influence it can exert and the general political climate etc. 

~ The scope of this study does not sllow an analysis ot these 

{ \ questions in detail. We shall assl¥lle: . 

(1) The access ot FlCCI on decision-making process 

depends on the issue and on the circ'llmstances in which that 

particular decision has beerJ taken, (1i) it is least. influential 

on fund.anental issues of policy which are central to the prog­

ramme of the party in power, (111) although it has been able to 

influence some non-controversial economic issues and has had 

some success 1n delaying and modifying legislation, it has had 

almost no effect on major symbolic redistributive issues like 

tax policy, banks nationalization and creation of large public 

sector. As far as possible we shall try to examine these assump­

tions in the light of available data. 

To 11m1 t the stuey to manageable proportions stress has· 

,{ been laid onl1 on the e~n~e and industrial policy of the 

~~ Government and FICCI • s opinion in these 1 ssues and the channels 

Which FICCI used in exerting its access (only formal channels 
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f have been d1 so us sed). 

So three ma"or issues have been taken up for 1nvestiga-
·~ tl 

t tion. The first issue concerns the industrial policy and the 

other two are concerned with the economic policy of the Govern-

ment. The issues are: 

(J.) Issue of Liberalization ot Industrial Licensing 
Policy; 

(2) Nationalization of Banks in 1969; and 

(3) Nationalization of General Insurance. in 1971. 

As regards the first 1 ssue; a brief description of as to 

when and why the Industrial Licensing system was introduced in 

India, and developments after the introduction of the system 

till the submission of 'Industrial Licensing Policy Inquiry 

Committee• report to be known as 'Dutt Committee Report on 

Industrial Licensing Policy 1 which was sul:rni tted in July 1969. 

Keeping in mir1d the initial hypothesis, my purpose is to see the 

links between FICCI and Government after the ·submission of the 

report. ·~at was FlCCI' s reaction towards the recommendations 

made by the Committee, what sort ot demands FICCI made and how 
. ' 

much success 1 t achieved.. An effort has been made to sort out 

answers to these. problems in chapter III of th1 s study.. Along 

with this about the seeond and third issues, the circumstances 

in which these decisions were taken by Government rls-a-v1a 

FICCl' s opinion and the channels FICCI applied in getting the 

question or compensation to be decided by Government favourably 

will also be discussed in the same chapter. 
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The conclusions are based on the tormal channels of 

access utilized by FICCI in order to exert influence on Govern­

mental decision-making process. The data has been drawn from 

FICCI reports, official publications and newPapers. 
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ANATOMI OF AN ORGANIZA1.'ION 



Chapter I 

THE FEDERATION OF It.;DIAN CHAMBERS OF COMMERCE 
AND INDU ST:aY 

ANATOMY OF AN ORGANIZATION 

The formation of the Federation, as an apex organization 

to articulate Indian business interests of national scope, consti· 

tutes an important landmark in the history of commercial organi­

zations in India. Although the Federation was formed only in 

1927, the idea of having a central organization to represent 

Indian industry and trade can be traced as far back as the beginn· 

ing of the present century. i'he movemer1t for organized activity 

on the part of businessmen arose as a result of certain histori-

. cal needs and the forms 1 t took were dictated by the particular 

conditions prevailing at that time. 

The First World War intensified the demand of the subject 

nations for political independence and economic development • 

. India had an alien Government at that time. The anti-national 

economic policy of that Government was strongly resented. There 

was growing political unrest all throughout the country. The 

commercial community was confirmed in its conviction that without 

political freedom there could be no economic progress or pros­

perity. Conversations were going on for some time for the forma­

tion of a powerful central organ.1zation which could speak with 

authority in the name of trade, commerce and industry of the 

country. The ide a of forming a central body of all the Indian 

Chambers of Commerce and Industrial Organization in lnd.ia was 

first mooted in 1913 and the trend towards centralized activity 
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irJ.tially took the form or annual Ir1dustrial Conferences held 

along with the sessions of Indian National Congress. Subse­

quently the Indian Commercial Congress was organized in order 

to provide a separate and more vigorous representation of 

connn.ercial interests. At the first session of the Indian Commer­

cial Congress, held at Bombay in December 1915, the need for a 

central body of businessmen was recognized and the Congress 

approved by a resolution the establishment of an Associated 

Indian Cham.ber or Commerce in the country. Subsequently the 

Indian Industrial Conference and the Commercia,]. Con.gress -were 

amalgamated to form the Indian Industrial and Commercial Congress 

At the First Joint Session of the Indian ;J:ndustrial and Commer­

cial Congress held in January 1920, Sir Fazulbhoy, in his Presi­

dential Address, laid particular stress on the need for streng­

thening the institution of Chambers ot Commerce. He said that 

public institutions concerning themselves with the development 

of trade and industries should adopt 

better methods of co-operation and larger 
perspectives and ideals whereby we shall be 
able to ensure a constant and careful watch­
fulness to safeguard the rights and privileges 
of lndian trade and industries.... Chambers 
of Commerce must be multiplied and every town 
of eommerci al and 1ndustr1 al importance should 
have its own Chamber of Commerce and if possi­
ble also an industrial organization so that 
all this net-work of bodies can weld together 
the policy of the Commercial Community •••• l 

l FICCI, Silver Jubilee Suv;enir 1927-51, New Delhi, 
FICCI, 1951, p. 44. 
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This feeling found general a:ceeptance among the Indian 

Commercial Community and concrete steps were taken towards the 

formation of a permanent central body to co-ordinate the acti­

vity of the various Chambers of Commerce and other commercial 

interests in the country. At the Third Session of the Indian 

Industrial and Commercial Congress which was held in Delhi in 

February 1926, the following resolution on the formation of an 

Indian Associated Chamber ·Of Commerce and the establishment of 

Indian Chambers of Commerce in all important trade centres was 

adopted: 

This Congress approves of the proposal to 
establish an Indian Associated Chamber of 
Commerce and resolves that a Comrn1 ttee be 
appointed consisting of one representative 
each of the Associations and Chambers, 
affiliated to the Congress, with Lala 
Harkishen Lal as President and J.K. Mehta 
as Secretary, to draft a Constitution for 
this body, to circulate the same amongst 
the Associations and Chambers concerned 
and to convene a special session of the 
Congress for consideration and adopting the 
same. 2 

A subject committee was appointed to draft rules and the 

bye-laws for the proposed orgartization. The idea embodied in 

this resolution was carried to fruition by the fourth session of 

the Congress held at Ce~cutta on 31 December 1926 and 1 and 2 

January 1927. The Congress approved of a permanent central body, 

to represent the Commercial Community of India, under the name 

B Ibid., p. 45. 
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of the Federation of Indian Chambers or Commerce and through a 

resolution approved its Constitution and draft rules and regu-
3 

lations submitted by Subject Committee. Thus the Federation of 

Indian Chambers· of Commerce was formally launched, its primary 

interest being, "to promote Indian business .in matters of inland 

and foreign trade, transport, industry and manufacture, finance 
4 

and all other economic subjects" • Two years later, the name 

was changed to the I•'ederation of Indian Chambers of Commerce 

and Industry, thus emphasizing 1 ts character as representative 

not only of commerce but also of industry. 

Aims and Qyjectives of FJ:CGl 

t- As an apex orgmization or Indian Industrial and Commer­

cial interest the Federation is the mouthpiece of organized busi­

ness opinion. According to one official definition: 

Legally, the Federation is a company regis• 
tered under the Companies Act. Structurally, 
as the name indicates, it is a Federation or· 
Chambers of Commerce and industrial and 
commercial associations, etc. representing 
almost all sectors of Indian economy. Func­
tionally, it promotes Indian business com­
munity and secures organized action, wherever 
necessary, on all matters affecting Indian 
Trade and Industry. E.ffecti vely, it serves 
as a control room keeping the business com­
munity in touch with the Goverrment and the 
Government in touch with the business com­
munity • Pr ac tic ally , 1 t serves as the 
national ager1cy through which the business 
commtmity crystallizes its views on current 
problems. 5 

3 FICCI, The AnnUal Report (Bomb~), FICCI1 19281 P• 5. 

4 Frank lv1oraes, SIR Purshotamdas Tbakyrdas (Bombay; Asia 
Publ~shing House, 1957), P• 42. 

5 FICCI, organizatJ.on and funqtions, New Delhi: FICCI, 
1965, p. 1. 
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The main objects of the Federation inter-alia are: 

the encouragement of friendly feeling and 
un1 ty snong the business community and 
associations on all subjects connected w.ith 
the common good of Indian business in mat­
ters of inland and foreign trade, transport, 
industry and manufacturers, finance and all 
other econanic subjects. Great stress has 
been laid on securing organized action and 
the need for united action has been empha• 
sized in the rules and regulations and bye­
laws of the Federation. lbe collection 
and dissemination of statistical and other 
information and making all efforts tor the 
spread of commercial and economic knowledge 
are some of the other objects of the Federa­
tion. 6 

1be Federation offers a wide range of services. The 

Federation is represented on over· six·ty-five advisory boards and 

comml. ttees appointed by Goverrment and other leading insti tu-
7 

tions. ·rhe Federation's representatives on such bodies are 

generally nominated in consultation ~4'ith members. Besides, the 

suggestions of the members are invited on various matters coming 

up for discussion before the committees and the business commu­

nity • s point of' view is eft'ecti vely put forward at such meetings 

by the Federation' s represent at1 ve s. · 

The Federation organizes seminars and conferences on many 

6 FICCI, ~ltl.Qte..ndum and Arttcl.§s of AssoS'J.atio{h 19701 
New Delhi, FICCI, pp. 1-4. 

7 These include: Advisory Committee on Capital Issues, 
Board of' Trade, Central Advisory Council of Industries 
and its Committees, Coal Transport Advisory Committee, 
Customs and Central F~cise Advisory Council, Direct 
Taxes Advisory Committee, Export Promotion Advisory 
Council, Import Advisory Council, Iron and Steel Advi­
sory Couz1cil, National Shipping Board, Oil Advisory 
Committee and Purchase Advisory Council. 
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subjects of National importance. The main object of such semi­

nars is the provision of a useful forum where different 

interests could express their points of view and make sugges­

tions embodying maximum amount of agreement that could be trans­

mitted to Goverr~ent. Besides written representations on the 

problems and difficulties faced by businessmen, close liaison 

is maintained by the Federation w1 th Goverr..rnent and other offi­

cial organizations so that the decisions may be expedited. The 

Federation has set up a Tribunal of Arbitration which can be 

effectively utilized not only for settlem£>..nt of d1 sputes arising 

in the course of international trade but also in commercial 

disputes between IrJ.dian businessmen. With a v.1ew to effectively 

demonstrate the in.dustri al progress in India. and abroad, the 

Federa .. tion organizes intern.at1on91 fairs and to promote India's 

exports and economic development, the Federation, j.nter .al1..a 

organizes from. time to time trade and industrial delegations. 

It also provides facilities for the discussion and exchan.ge of 

views between Indian businessmen and foreign businessmen 

visitin~ India. 

l'he Pre-1nruu>erulence....P.£;t;~,gg, -
Exglution and Policiea 

From 1 ts very inception the Federation began representing 

to the authorities concerned, "the Indian point of view on 

matters of economic and f1nanci al and safeguarding the interests 
8 

of Indian Commerce ar1d Industry". Although the FICCI likes to 

8 FICCI, Silyer Jubilee Souyepir, 1927-51, op, ~it., p. 52. 
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portrav itself as the economic arm of the freedom movement whose 

leadership and policy were "wholly in coriform1 ty w1 th the views 
9 

of the Indian National Congress"• Conflicting objectives and 

political di visions within the business community ensured that 

the relationship was not always quite so harmonious. The FICCI 

was primarily concerned w1 th economic issuesx It conceived or 
its role in negeti ve terms as the voice of the views of the 

Indian business cornmuni ty in 1 ts dealings with the British 

Government. Its primary objective was to counter the influence 

of foreign capital on the Government of India and so to. win 

concessions for Indian industry. As a result of this primarily 

economic focus, the Federation appeared at times to take an 

ambi valen.t att1 tude toward both the Congress and the British 

Government. 'l'he alternating periods of attraction an.d repulsion 

conformed, to a very large extent, to the political condition 

of the nationalist movement and the attitude and policies of 

British ·aovernment. 

l1eferrirtg to the political and economic ren.aissance 1r1 

Indi:a, Purshotamdas Thakurdas in his presidential address on 28 

December 1928, stated: "We can no mor,e separate our politics 

.from our economics than make the sun and moon stand still "• He 

traced. the intimate association of Indian commerce and industry 

with the national movement and stated that, "the idea of 

National Movement in the political sphere, namely to make the 

9 Ibid. t P• 13. 
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Indian nation united, prosperous e.nd progressive, 1 s also the 
10 

idea of Indian commerce and industry in the economic sphere". 

The grow:f.ng political struggle in the country soon put 

to test the faith and strength of conviction of the Fed~ration. 

It t-1as axu1ounced in 1930, that a Round Table Conference would 

meet in London for the purpose of discussing the problem of 

Indian constitutional advance: the Federation called upon the 

goverrJIDent to declP..re that the proposed conference t¥ould frame 

a Constitution for the establishment of .ouch a status of inde-

pendenee as was enjoyed. by Australia and Canada. It took the 

bold decision that none of its representatives should atter1d 

that conference, liDless Mahatma Gandhi was released from prison 
ll 

and would attend it as a tree man. Later on, when Gandhi and 

the Working Committee were released from jail, in January 1931, 

the Congress negotiated the Gandhi-Irwin Pact. .An agreement was 

reached to convene a second Round Table Conference; and. the 

FICCI established a three-man committee to represent the FICCI 
12 

with instruction to follow the lead of Gandhi. In April of 

the same year, Gandhi was even in vi ted to inaugurate the fourth 

annual session of the FICCI. At this time he was asked for a 

pledge to corJsul t the f•'J.CCI in the toz-mulation of Congress 

10 Ibid., P• 54. 

11 lt~ICCI~ lie~t.Qf: the fl"oce(ag,iugs of the W~t1U 
CQIDIDi:ttee, New Delhi, FICGI, 1930, PP• 5-6. 

12 The Goverrment at first accepted oruy Thakurdas but 
after a fight agreed to accept the three-man delegation. 
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.Economic Policy. Further, the Federation did not recognize the 

Simon Commission and took no part in its deliberations. G.D. 

Birla, the President of the Federation opposed the Public Safety 

Bill 1n the Legislative Assembly in 1929. 

Close co-operation between the Congress and the FICCI, 

however, was ended by the historic decision of the Congress to 

resume civil d1 sobedi ence on 4 J an.uary .1932. The resumption of 

ci v1l disobedience sharply divided the FICCI and the Indian 

business community as a whole. Not only did the Bombay mill-
13 

owners withheld financial support from the Congress, they went 

so far as to conclude a separate agreement with British industry. 

Th1 s a.greement, the Lees-Mody Pact, was tantamount to treason 

according to Nehru, who later wrote in. his biography: 

1be Bombay mill industry in a body, during 
the continuance of civil disobedience and 
when we were preaching the boycott of Bri­
tish goods, had the temerity to conclude a 
pact w1 th Lancashire. From the point of 
view of Congress, this was a gross betrayal 
of the National cause, and it was character­
ized as such. The representative of the 
Bombay mill-owners in the assembly also 
consistantly ran down the Congress as ex­
tremist w.hile most of us were in goal. 

Even the Federation condemned the mill-owners action, 

calling 1 t a 'sectional • act lacking the seal of National 
14 

approval and also condemned 1 ts attitude towards the Congress. 

13 D.R. Mankeker, Hom1 Moey: .A Many Splendoreg Lite (Bombay: 
Popular Prakashan, 1968), p .• 101. 

14 Quoted in Stanley A. Kochanek, Business. and Politics in 
India, op. ci;t., p. 163. 
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When Mahatma Gandhi and other leaders were arrested in 1942, 

the Federation remarked that it viewed vi th grave concern and 

anxiety the political situation in the country and warned the 

government that "their repressive policy involving suppression 

of the rule of law had so accentuated the growing reeling or 

bitterness and estrangement between the people and the authority 

that it was un.surpassed in the history of British Adm1n1stra-
15 

tion". 1-Jhen Churchill made the charge that manufacturing and 

financial interests were behind tne Congress, G.L. Mehta, the 

then President or the Federation, with characteristic brevity 
' . 

and revealing frankness, told the British people that ttthey were 

an integral part of the movement and. were tully in accord with 

the essentials ot the Congress demand tor freedom and transfer 
16 

of power". 

Despit~ disagreements with the Congress over strategy 

and tactics, most of the top Federation leaders prior to 1ndepen· 

dence were closely associated with the national movement and 

were among its chief financial backers. This close association 

with the Congress, however, was contrary to the views of a 

large sector of the old' Bombsy business aristocracy, who argued 

that business should remain aloof from political controversY 

end concentrate its attention on furthering the economic 

15 F!CCI, Silyer Jubilee Souvenir, 1927-51, New Delhi, 
p. 219. 

l6 Ibid. 
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interests of the business community. 
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These pol1 tical differences 

kept a large number of Bombay mill-owners out of the Feder·ation. 

Membership and F1nenc1a1 
Bgsqurces of FICCI 

Since its inception in 1927 with a membership of 24 

Chambers of Commerce, Trade and Industrial Associations, it has 

steadily grown .in strength and status. In 1975, it had on its 

roll over two hundred and fifty trade and industrial associations 

and over eleven hundred 1ndi vidual firm members w1 th. six honorary 
17 

members and four overseas members. Many of the Chanbers of . . 

Commerce and lndustr1al or trade associations which are members 

or the Federation are themselves large organizations, with 
18 

membership in some cases in thousands. Thus, as B.M. Birla 

once said, ''I think 1 t 1s the largest party, in a sense, next 
19 

to the Congress Party, which is so well organized". 

The membership of the Federation is or four classes 

Ordinary,· As so<:! ate, Honorary and Overseas. Chambers of Commerce 

and industrial associations are eligible to become Ordinary 

Members. The annual subscription for Ordinary Members is 

Rs.l,OOO and an admission. tee ot Rs.SOO is also charged. Indi vi­

duals, firms and companies in the membership of an Ordinary 

17 FICCI, lbe /WnUal Report, New Delhi, FICCI, 1974, 
PP• 102•21. 

18 FICCl, f;ogee<IJ.UIUi of Executive Committee, New Delhi, 
FICCI, .1974, pp. 

19 FICCI, The Ani}ual BepQ;ct, 1955, P• 12. 
l)~Ss 

X \5· 44) R., 'N1..'7'N 7 

L~;t , (,w-39~3b 
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Table 1 

Membership of the Federation , ( lhe FICCI) 

(As on - 1975) 

Member bodies or 
Ordinary Members 

(251) 

Assoc.ates 
(1149) 

overseas Members 

'1) 

( 

Banking 

Chambers 
(124) 

Insurance Shipping 

Trade Associations 
(56) 

Hongkong, Great Britain 
Osaka, Ceylon (Colombo) 

Others 

Industrial 
As soc1at1ons 

(71) 

Source: FICCI, ~zation and Func;tions, 
New, Delhi., FICCI, 1965, P• 6. 

Members of the Federation are eligible to become Associate . 
\ \ \ 
\ \\ 

Membez\s• The subscription pay able by Associate Members is deter-

mined on 1the basis of turnover, the minimum subscription being 

Rs.l1 500 and the maximum or Rs.lo,ooo. Persons distinguished for 

punlic service are elected as Honorary Members at the General 

Meeting of the Federation. Indian Chambers of Comme1~ce operating 

, outside India are eligible to become Overseas Members. It is 

clear from Table 1 that of the 251 Ordinary Members in January 

1975, 124 were chambers, 56 trade associations and 71 industrial 

associations. In addition 1149 associate members came from 



variety of interests like manufacturers, Banking, insurance, 

shipping and others. Hongkong, Great Britain, Osaka and 

Ceylon (Colombo) are Overseas members. 

The resources of the FICCI has increased from Rs.l3l 

lekhs in 1947 to Rs.33,l0,542.59p in 1974. This income is being 

spent on the development of specialized Secretariat of FICCI to 

e.arry out the expanding acti v1 ties of the Federation. The 

Federation witnessed a substantial alteration in 1951, when, in 

order to ensure a .steady source of revenue, a new category of 

membership was introduced. Before that only chambers of 

commerce and industry, or trade associations could be direct 

members of the Federation. 1be Federation found that these 
20 

members were hesitant to pay the costs of the organization. 

Every attempt to increase subscription fees was resisted and 

the leadership has to make up deficits from its. own sources. 

These financial ertsis were finally overcome by the creatio.n of 

an associate membership which permitted 1nd1 vidual firms to 

join the Federation directly instead of depending ~entirely on 

representation through various constituent trade associations. 

Some 66 per cent or the Federation's income now comes from 
21 . 

associate membership contributions • 

. 20 FICCI, The. Armua1 Repo:rtt 1949, PP• 90-92. · 

21 FICCI, Report Q! tbe Pr~eealngs of the Executive 
Committee, 1927•74, New Delhi, FICCI. 
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Table II 

Federation: How It Functions 

General Body ~ 

r 
General 
Public 

Corron ttee 

Standing Sub-Gomm.i• 
Advisory ttees 

Committees 

f. J 
· International Business 
.Organization Community .. 

President 

Secretariat 
! ' .. 1 

Government 

Source: FICCI, Qrfianlzation end funot1ona, New Delhi, 
FICCI, 19 S, p. 7. 

The ,Power StructYt,e ana Patterns it: 
Deo1sion-Hik1n& 1n FlCQl 

The formal structure of power in FICCI is very elaborate 

and plays an important role in its t'unctionir1g. As is clear from 

Table li, in theory the power flows from General Body or Annual 

Meeting of the Committee, The Standing Advisory Committee, 

President and the Secretariat .in that order. The General Body 

consists or delegates nominated by the member bodies and associat 

members. Each member body is entitled to nominate eight dele­

gates depending ultimately upon firms gross sales. In all, there 

were over 1690 (813 member bodies and 877 or Associate Members) 

delegates to the annual meeting of the FICCI in March 1975. The 

programme or agenda of the annual meeting is prepared by the 

Comm1 ttee. The annual meeting must formally adopt the annual 
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report of the Committee, approve the budget, elect the President, 

treasurer, auditor and. members of the Committee and consider 

resolutions sutmitted. by the Committe.e as well as "such other 
22 

.resolution as may be brought forward 1n accordance with rules". 

1~e Committee or· the FICCI, which is elected by the annual 

meeting, has an impressive list of formal powers which make it 

the most powerful body in the Federation. As such, it is the 

centre of control. The Committee 1s composed of 61 members; a 

President who presides over its meetings, 36 representatives or 
the ord:i.nary members, 17 repre sentat1 ves or the associate 

membe:rs e.nd 7 co-opted members. Of the 36 committee members 

representing the ordinary membership, 20 must be from industry 

and· sixteen from trade, banking, insurance and transport. The 

17 representat1 ves of the associate members are elected by the 

associate members as a separate constituency. 

The'members of the Committee remain in office until 

retired under a complex system of rotation, the effect of which 

.is to give each member a term ot three years. Having retired 

from the Committee~.~ a member is, however, eligible for re­

election. In order to qualify for election, a candidate must be 

among. the delegates nominated by a member body for attending the 

next armual meeting; he must be actively engaged 1n commerce and 

"he or t.he tirm he represents" must have at least once during 

22 FICCI, Memotandum gnd Articles ot Assogiatton, New Delhi, 
1970, PP• 28-31. 
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the previous five years paid income-tax on an income of s,ooo 
rupees derived f~om commerce or "the company he represents has 

a paid-up capital and reserve aggregating at least rupees 
23 

so,ooo. In short, though the formal criteria for. committee 

membership exclude representation from the smallest business 

firms, they do represent a11. attempt to insure, in theory at 

least, an equitable distribution ot seats which is not so in 

practice. 

The formal powers of t~e committee are quite extensive • 
• 

1'he oomm.ittee manages the business of the Federation. As the 

chief policy-maker, it draws up resolutions for annual meeting. 

It performs all executive duties and exercises all powers and 

functiorls not exclus1 -v--ely conferred upon the General Body. It 

is responsible for issuir,g the standing orders tor carrying out 

the work of the FICCI and m93 establish sub..;.committees to advise 

the committee .a policy. In addition, the committee elects the 

Vice-President fl.~om among 1 ts elected members which means, since 

the Vice-President by tradition automatically succeeds the 

President by acclamation at the time of annual meeting, the 

committee has .s;ta tacto power of electing the President, 
• 

The President in theory is the chief executive head of 

the Federation and is responsible for supervising ~1d directing 
24 

the work of the Secretariat. Though there 1 s no consti tut1onal 

23 Ibid., Appendix B, PP• 31.40. 

24 Ibid., PP• 21-22. 
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limitation 011 his term of office, the President, by tradition, 

serves for one year. This tradition prevents the development 

of an executive authority independent of the committee. The 

President presides over all meetings of the committee and the 

annual .meeting.. ln consultation with the committee he ma_v 

appoint a Standing Advisory Committee of not exceeding 15 mem­

bers includ1ng the President and Vice-President to meet once a 

month. This comm1 ttee is appointed for one year and may include 

up to five persons who are n'vt members ot the committee. The · 

members of the St~ding Advisory Committee are eligible for re­

nontination.. Si.nce final authority continues to rest with the 

committee itself,. the Standing Advisory Committee, as its name 

implies, is charged volely with an advisory role, The same is 

true -vr!th the V3rious other sub-cman!ttees. 

In theory then the power in the FICCI flows up from the 

annual meeting to the committef)' the Standing Advisory Committee, 

to the Pre.sldent nnd Secretariat. The annual meeting elects 

the President and tlw CorP.mittee, receives reports of the commi­

ttee• s e,ct1 vity, mur.;t e11dorse the smual budget, passes policy 

resolut~ons and ratifies changes in the Constitution. The 

committee and the PJ:esident are responsible to the ar..nual meet­

ing 1'or the day-to-day activity of' the Federation. 

the lwalxsis ot Socio-Economic Baok­
~ound gt EIQQI e~~sidents 

.Here the focus or our analysis 111 brief would be (A) on 
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placing the FICCI Presidents in their socio-economic setting; 

and (B) on exploring a differential pattern in th~ background 

characteristics of FICCI Presidents. The __ period covered i~ 

1947-75. • This phenomena has been tested in several ways: (a) 
\ ' 

Does the age factor have an impact on their functioning and 

their conception of the role of' FICCI. (b) Does their family 

background or the type of interests they represent affect their 

attitudes towards FICCI. (e) Does their educational background 

and other public activities affect their functioning? It has 

been assumed that the background characteristics of an indivi­

dual play a role in shaping his attitudes, perceptions and deci­

sions. An attempt would be made to find out a relationship bet­

ween the backgrour1d characteristics of post-independence FICCI 

Presidents and their attitudes towards the FICCI. 

To investigate this we would analyze the demographic 

characteristics of FICCI Presidents during the period 1947-75, 

a period of 29 years. To examine the socio-economic background 

of these Presidents ·emphasis have been laid on ti ve variables 

which are: ~amily background or the type of interests they 

represent, education, their public activities and travel abroad. 

To see whether there has been any change in FICCI Presidents 

from 1947 to 1975 in relation to these variables time factor 

has been d1 vided into two phases.. First phase is from 1947 to 

1960 (i.e., 14 Presidents) and second is from 1961 to 1975 

(i.e., 15 Presidents). The socio-economic background of FlCCI 
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Presidents with the help or all these variables have been dis-

cussed below. 

Data has been collected from sourc.es such as: official 

FICCI reports, various editions of Who's Who, and from informal 

talks with the FICCI officials as well as officials of other 
25 

business or industrial concerns. 

I AU. 

Under the age factor we have to find out to which age 

group majority of the FICCI Pre~idents belong before 1960's and 

after 1960 1 s and to see is there any shift to ,Younger presidents 

in the later period. , As has been mentioned in the Table below: 

40-50 

51-55 

56,.60 

61-65 

66-70 

Not known 

Table III 

D1str1bution of FICCI Presidents According 
to Age Factor at the Time of Assuming Office. 

Year Year 
1947-60 1961-75 

f a! 
50.0 6.7 

14.3 53.3 

7.2 20.0 

21.4 13.3 

NIL 6.7 

7.1 NIL 
Total: 100.00 100.00 

25 Source of data: (1) Ab,e Men .Qt FICCI - Wbg! s Who, FICCI, 
New Delhi, 1966-67; (11) lbe Times ot India D1rectgry and 

(Contd. on next page) 
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It is clear from the above Table that it was only before 

1960 1 s that the largest number of persons in the age group of 

40-50 were selected FICCI presidents. ihere were only 6.7 per 

cent presidents in the same age group dur.1ng the period 1961-75 

in comparison to 50 per cent during the period 194.7-60. More 

significant shift have been seen in the Qge group of 51-55. TherE 

were. only 14.3 per cent FICCI presidents in this age group before 

1960's but after 1960's majority of .the FICCI presidents belonged 

to the same. age group, that is about 53.3 per cent were from 

middle age group. It can also be pointed that in the before 

1960's period maximum number of presidents were in the age group 

ot 40 .. 50 whereas in the post-1960 t s period maximum number or them 

belonged to the age group of 51·55. In both the periods very 

tew presidents we.re from the age group of 56-60 and 61-65. As 

has been shown in the. Table that only 7.2 per cent .. and 21.4 per 

~ent ot them were from the age group of 56-60 and 61-66 respec­

~ively before 1960 and only 20 per cent and 13.3 p~r cent were 

from the ssne age groups in the post-1960 t s period. Data about 

7.1 per cent of them from the period 1947•60 is not available. 

It can also be revealed from the above Table that only 6. 7 per 

cent or them during the period 1961-75 cane from the age group 

ot 66•70. 

Iearbo9k including Wbo'a tibo, 1947-1974/75; (i11) India, 
~o's Who, INFA, INFA Publications, Parliament Street, 
New Delhi, 1969-75; (iv) Lok Sabha, jbo•s Wbo, 1956 
onwards; .and ( v) Ra1y a Sabha, ijho • s Who, 1956 onwards. 
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II family Backiroun4 

The focus of investigation would be on how m811Y FICCI 

Presidents cane from business families and how many from pro­

fessional families and also to see what type of interests they 

represented? Whether there has been any change during the 

period 1947-60 and post-1960's. 

Table IV 

Distribution of FICCI Presidents According 
to Family Backgrounda 

Year 
1947·60 

% 

Year 
1961-75 

A. Business 85.7 100 ~ 

B. 

Professional 

Not knOWil 

Total 

Business Interests 

(i) J'ute ; Tea, Textiles 
and Sugar 

(11) Shipping, Chemicals, 
Fertilizer, Cement 
and Automobiles 

Not known 

Tot,al 

7.2 

7.1 

ioo.oo 

Year 
1947-60 ., 

57.1 

35.7 

7.2 

100.00 

100.00 

Year 
1961-75 , 

66.7 

33.3 

100.00 
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It is significant to note from the above Table IV that 

most of the FICCl Presidents both before and after 1960's 

belonged to business families. The exact number of them before 

1960''s was 85.7 per cent from business families and only 7.2 

per cent from professic>nal families who started their own bus!• 

ness whereas after 1960's all of them came from business families 

Regarding the business interests which these people represented 

in FlCCI was 57.1 per cent or them represented the interests or 

Jute, tea, textiles and sugar industries before 1960 • s Which 

was further increased by 66.7 per cent after 1960's. The 

interests of more modernized industries such as shipping, chemi­

cals, fertilizers, cement and automobiles were also represented 

but there number was comparatively less. As is clear from the 

Table that before 1960's 35.7 per cent of FICCI Presidents were 

concerned with more modernized industry. 1be representation or 

these interests was again lowered after 196o•s i.e., 33.3 per 

cent. Thus it would not be an exagger.ation to saa that the 

majority or top leadership in FICCI whose main business interests 

have been jute, tea, textiles and sugar kept themselves busy in 

_problems relating to their own concerns, pa1d little attention 

towards problems.ot more modernized industries and to same 

extent complete!~ ignored the general problems of small-scale 

industry. 

I I.I EdugatiQD 

The FICCI Presidents have a variance or educational status 
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The Table below shows the educational status of all FICCI 

Presidents. 

Table V 

Distribution According to Educational 
Qualifications 

Year Year 
1947-60 1961-75 

A. X,ev§l gf Edw:;ation 

High School 

B.A./B.Sc 

Not known 

· Total 

• 

% 

14.3 

71.4 

7.2 

7.1 

100.00 

% 
6.7 

60.7 

13.3 

13.3 

100.00 

B. type Qf ;igy,s a:t.i. go. Year Year 
1947-60 1961-75 

1. 

2. 

a. 
.. 4. 

·'fo % 

Law 33.3 NIL 

Science 25.0 NIL 

Engineering IUL 21.4 

Arts 33.4 64~3 

Not known 8.3 14.3 

Total 100.00 100.00 

Graduation and above. Those who cUd not go beyond 
high school, L -e._-i' : 

(2) in the period 1947-60 and (1) in period 1961-75 has 
not been included. 



c. Indian 

Foreign 

Not known 

34 

Table v 

Year 
1947-60 

% 
85.7 

7.2 

7.1 

100.00 

Year 
1961-75 

f, 

66.7 

ao.o 
13.3 

100.00 

-----------·--------------------------------------------------
It is revealed from the Table V that maJority of FICCI 

Presi<ients both before 1960 and past-1960 period who dominated 

FICCI e.re University educated persons. As has been shown in 

the Table that- 71.4 per cent of them during the period 1947-60 

holded graduate degrees though their number was decreased in 

post-1960 period to 60.7 per cent but still then degree holders 

were in major! ty. Some 7.2 per cent or them were m.aster' s 

degree holders bef-ore 1960's whose number was increased to 13.3 

per cent after 1960's. In both phases tew persons discontinued 

their e<iucation at high school level, i.e., only 14.3 per cent 

before 1960 and 6.7 per cent after 1960. In the before l960•s 

and post-1960 period the level or education of about 7.1 per cent 

and 13.3 per cent is not known respectively. It can also be 

revealed from the Table that FICCI Presidents holded variety of 

specialized degrees such as in law, science, engineering etc. 

Some 33.3 per cent or them were law degree holders, 25 per cent 



35 

science degree holders and 33.4 per cent arts degree holders, 

though there was no engineering degree holder in the period 

1947-60. Data about a.s per cent of them is not ktlowrh More 

sign.ificant point to be noted is that after the 1960 period no 

President or FICCI holded law as well as science degree but 

21.4 per cent of them were engineering degree· holders. A fur­

ther shift has been seen in arts degree holders as 64.3 per cent 

of FlCC.I Presidents after 1960 4 s period holded arts degree in 

com pari son to 33.4 per cent before 1960 • s period. It 1 s a1 so 

revealed that the single largest group (i .• e., 85.7 per cent 

before 1960 and 66.7 per cent after 1960 period) got their edu­

·cation from Indian Universities. Another change mentioned 1n 

this Table is, the number of foreign educated persons as FICCI 

' Presidents have been increased from 7.2 per cent during 1947-60 

to 20 per cent atter 1960's period. · Data about 7.1 per cent or 

them during '1947~60 and 13.3 per cent during 1960•7S is not 

known• 

IV fubl1Q Actiyities 

FICCI Presidents were engaged in various types or public 

activities. Here we have to find out (1) how many FICCI Presi­

dents were holding influential posts in educational institutions 

in both periqds~ (2) how m~ of them were elected-M.Ps and 

M.L.As in both periods and lastly how many were holding important 

positions in public offices. -The Table below shows that. 
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Table VI 

Distribution According to Public Activities 

1. 

4. 

(1) 
Banking and Financial Institutions 

(2) 
Trade, Commerce and Shipping 

(3) 
Planning and Development 

(4) 
Institutions 

Industrial, 

Educational 

s. Members of Parliament and Members 
(5) 

of Legislative Assemblies 

Total No. 

Year (a) 
1947-60 

No. 

2 

2 

3 

6 

5 

(c) 
18 

Year (b 
1961-75 

No. 

6 

6 

9 

5 

3 

(c) 
29 

(a) During this period there were 14 Presidents but the data 
presented here pertains to 11 of them. It was not avail­
able tor K.D. Jalan, FICCI President during the year 
1949•60, Shai¢1 Prasad Jain 1952-53 and Madan Mohan M. Ruia 
1959-60. 

(b) During this period there were 15 Presidents but the data 
presented here pertains.to 14 of them. It was not avail­
able for H~C! Mahindra, President during 1975-76 • 

.... 

(c) Because some Presidents were active in more than one 
field, the total does not tally w1 th the number of Presi• 
dents analyzed. 

(l} This category includes membership at various levels or 
responsibilities in organizationS such as: Fiscal Commission 
appointed by Government of India, West Bengal Financial 
Corporation, Industrial Finance Corporation ot Rajasthan, 
Central Board of. Reserve Bank of India, Banking Commission, 
etc. 

(2) This category includes membership at various levels or· 
responsibilities in organizations such as: Central Excise 
Advisory Committee, Export Promotion Committee, Customs 
and Central Excise Advisory Board, Import-Export Advisory 

(Contd. on next page) 
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The largest number ot FICC! Presidents, i.e., 6 Presi• 

dents (out ot total of ll Presidents) before 1960 • s period were 

members of popular educational institutions such as All .India 

Council for Technical Education, Gove.rnor, Adrn1n1strat1 ve Staff 

College HYderabad and were also fellows of the Senate of various 

Universities. The number of FICqi Presidents member of .impor• 

tant educational institutions was little low, i.e. 5 (out of 

total or 14 Presidents) in comparison to the period 1947-60. In 

the political sphere also some very aeti ve politicians remained 

FICCI Presidents-. As has been shown in the Table that before 

Board, Board of Trade, Advisory Council of Trade, Indian 
Standards Institution, Central Board of Tea, Indian 
Institute of Foreign Trade, Shipping Corporation of India, 
Commissioners of Port of Calcutta, etc. 

(3) This category includes membership at various levels of 
responsibilities in organizations such as: Central Advi· 
sory Council of Industries, Advisory Board of Planning 
Commission, Industr1.al Advisory Councils of various states 
such as Gujarat, Rajasthan, West Bengal, Board of Indust­
ries, Governing Body of Council ot Scientific and~lndust­
rial Research and State Planning Board U.P., Industrial 
Credit and Investment Corporation ot India, etc. 

(4) This. category includes membership of organizations such as 
All India.Council for Technical Education, Education 
Panel of Planning Commission, Board of Commercial Educatic 
West Bengal, Board of Governors or Institute of Economic 
Growth, Adm1rU.strative Statt College, Hyd.erabad.; Indian 
Institute of Technology, Kanpur and Fellow of the Senate 
of various Uni versi ties like University of Baroda, of 
Calcutta, of Madras, of Gorakhpur and Chemical Society 
of London. · 

(6) This category includes those persons who ere politically 
active, who have been elected Members ot Parliament and 
Members of various State Legislative Assemblies. 
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1960, 5 of them were elected Members of Parliament and Members 

of Legislative Assemblies although their number was decreased in 

the post-1960 period to 3 only. Not only this many of the FICCI 

Presidents holded influential post.s in many ot public offices 

such as Banking and Financial Corporations ot India, Trade 

Commerce and Shipping and Industrial, Planning and Development. 

The number of FICCI Presidents holding important posts in B~ing 

and Financial institutions and trade, commerce and shipping was 2 

in each categ.ory in the before 1960 period which was significantly 

increased in the post-1960 period. It is clear from the above 

Table that during the period 1960-75 the number of them have been 

increased from 2 to 6 in both the cateaories. The most signiti-
( 

cant change to be noted from this Table is that maximum number 

of FlCCI Presidents, i.e. 19 (out of total 14) in the post-1960 

pel;."'iod holded many important posts in industrial, planning and 

development offices. The number ot which. was quite less, only 

3 Presidents, during 1947-60 .• 

V Tr.eyel Aln:QaQ 

Under this variable we will exdl11tle the pattern on which 

the FICCI Presidents travelled to different countries in both 

the periods and to see whether their trend is towards socialist 

countries or capitalist countries of the world, is there any 

change in their trend before 1960 period and after 1960 period? 

The Table below shows: 
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Table VII 

Pattern or Travel Abroad or FICCI Presidents 

Qounta Year ( ) 
1947·60 a 1~~f-1s<b> 

1. u.s.A. s 9 

2. U.K./ West Europe 4 9 

3. Japan. 4 10 

. 4. U.S.S.R./ East Europe 3 1 

- -
Total No. l6(c) 29(c) 

- -
-----------------~------------------------~---------------------

Most of the trade delegations led by FlCCI Presidents to 

other countries in the before 1960 per:.tod were to u .• s. A. During 

this period, as is revealed from the abc.')ve Table 5 Presidents 

out or total of 11 Presider1ts visited U.S.A. which was further 

increased. during the period 1961-75 such as in this period 9 

Presidents out of 14 Presidentsvisited u.s.A. as heads or var­

ious trade delegations. Regarding U.K./tlfest Eux.-opean countries 

(a) During this period there were 14 Presidents but the data 
presented here pertains to 11 or them.. It was not avail­
able tor K.D. Jalan, the FICCI President during 1949-50, 
Brij Mohan Birla, President during 1954-55 and Lakshmipat 
Singhania, President during 1956-57. 

(b) - During this period there were 16 Presidents but the data 
pre.sented. here pertains to 13 of them. It was not avail­
able tor Karam Chand Thapar, Pre s1dent during 1961 ... 62 and 
G~Jar t-ial Modi, President during 1968-69. 

(c) Because some of the Presidents visited more than one 
country as heads ot various delegations, the total does 
not tally with number ot Presidents analyzed. 
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4 Presidents went to these countries before 1960's whereas more 

than double of their number, i.e. 9 Presidents went to U.K. and 

w-est European countries during the period 1961-75. The most 

s1gn1ticant shift have been in the visits of FICCI Presidents 

to Japan. During the befo.re 1960's period the largest number of 

FICCI Presidents visited among other countries was u.s.A. but 

during the period 1961·75, as the above Table shows, the maximum 

number or FICCI Presidents, i.e. 10 out or totel of 14 Presidents 

visited Japan, l\ilereas only 4 Presidents vi.sited this countr1 

before 1960's. Anc,ther important point to be noted is thet only 

3 Presidents out of 11 Presidents before 1960 period visited to 

East European countries and U.S.S.R. whose number was again 

d.ecreased to only 1 President visited to East European country 

1n the period 1961-75,, Such a pattern of travel abroad shows 

that FICCI Presidents have moved more towards the capitalist 

countries li.ke u. B.A. and U.K. and less towards the socialist 

countries ltke u.s. s. R. It can also be revealed that after 1960 

FlCCI Presidents have sent very few delegations to socialist 

countries. 

·On the basis o£ the above analysis of five variables 

taken up to examir~ the socio-economic status or FICCI Presidents 

and th.e1r impact on the functioning or FICCI, the following con­

clusions emerge: 

One can say that these variables play a role in shaping 

their attitudes, pereeption and decisions as Presidents of FICCI; 
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secondly, distribution of FICCI Presidents according to age 

variable shows that before 1960's FICCI Presidents represented 

both .the age groups {i.e., young and middle) but etter 1960 1 s 

very few young persons were selected FICCI Presidents. Most of 

them during this period ceme from middle age group. Thirdly, 

data on family background of FICCI Presidents in both the periods 

indicates that all of the FICCI Presidents except one or two 

belongs to business families and most or them represented the 

interests of jute, tea, textile and sugar industries and kept 

themselves busy in problems relating to their own concerns. As 

a result they completely ignored the problems of small-scale 

industry and more modernized industries. Fourthly, 1 t can be 

revealed from the data on educational qualifications of F!CCI 

Presidents that most or them in both the periods were Uni versi t.v 

educated. Moreover all ot them excepting one or two have got 

their education from Indian Universities. Fifthly, it is quite 

significant to note from the analysis of data on public acti vi tie~ 

. of FICCI Presidents that many of them holded very int'luential 

posts in educational institutions and public offices such as 

banking, financial institutions, trade, commerce and sh1pp1n.g 

and industrial development and planning. Some of them were also 

elected Members or Parliament and Members of ~egislative Assembl­

ies. Data on public activities indicates that FICCI Presidents 

would have enough opportunities to influence Government decision­

makers both at the executive and legislative levels. And Finally, 
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analysis of data on pattern of travel abroad shows that FICCI 

Presidents in the both the periods led their delegation to 

capitalist countries like U.S.A. and U.K. especially during the 

period 1961-75 and less towards socialist countries like U.s.s.R. 
and East Europe. 

Table VIII 

Distribution of FlCCl Presidents By Business 
House (1927-74) 

No. of Presi• 
dents from 
each bOll$@ T 

No. of 
houses 

Names of houses 

5 

3 

2 

1 

1 

1 

6 

15 

Birla (1929, 1936, 1954, 1967, 1974~ 

Scind1a {1932, 1942, 1947). 

Thakurdas (1928, 1953); Shr1 Ram 
{1930, 1963 and 1973); Singhania 
( 1936, 1956); Dalmi a Jain . ( 1952 and 
1962); Goenka (1945, 1964); Kothari· 
Madras (1951, 1970). 

Lal bhai ( 1934) i Kumarar aj ah Muti ah 
Chett1 ar ( 1943 J; J alan ( 1949) ; 
Kil achand ( 1950) • Mang aldas J a1 
Singh Bha1 (1955); Chinai (1957); 
Ru1a (1959); Muruga.bpa Chettiar 
1960); Thapar (1961;; Kirloskar 
(1965); Amin (1966); Modi (1968) • 
Podar (1969); s. s. Kanoria (1971); 
Madanmohan Mangaldas (1972). 

-------------------------·------------------------------~--------· 
23 Total number of F.IOCl Presidents from 

1927 to 1974 drawn trom the top 75 
business houses is 36. 

Source: F.ICCI, The Annua1 Report, New Delhi, 1927-74. 

The selection of presidential candidates within each 
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region is based mainly on the size of the business house in the 

area. Although pre-independence procedures also provided for 

the selection of leading business personal! ties as such, FICCI 

Presidents since 1947 have been drawn from the major business 

family groups which dominate the Federation. Table VIII shows 

that twenty-three houses have provided a total of thirty-six 

of forty-eight Presidents since 192?. It is clear from this 

distribution that there are three levels which monopolized the 

oligarchy in the FICCI. 

The Birla House, ranked highest by supplying five Presi• 

dents since 1927. Birla, was instrumental in founding the 

Federation, remains the largest financial contributor, and tra­

ditionally had two seats on the FICCI Executive Committee. 

The second. level of oligarchy is composed of six houses, 

each of which has elected at least two Presidents since 1927. 

All except Purshotamdas Thakurdas were elected from anong the 

top s1xteer• houses in India. 

The third level of fifteen houses Which have provided at 

least one President each depended tor support on the upper two 

lev-els. Tw or the houses, Thapar and Jalan, were among the top 

ten business houses in India. They ran.k among the major finan­

ciers of the Federation ~d were considered to be allies of Birla 

Two others Rlrloskar and Arn1n, represent the younger generation 

of Indian businessmen who were elevated to the presidency in an 

attempt to give the FICCI a more dynamic image. 

Some of the largest and oidest business houses, such as 
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Tata, Matatlal, Associated Cement and Sarabha1 are absent both 

from the membership and leadership levels of the Federation. 

Right from the beginning, their absence reflects continuing dif­

ferences over political strategies, organizational style and­

levels of modernization, as well as caste, regional and tanily 

rivalries. The Tatas and Mafatlal had joined the Federation in 

the 1950s but resigned in protest against the refusal or the 

Federation leadership to take a stror~ stand on the Dalmia-Jain 
26 

scandal. 

The Dalmia-Jain case created strong differences especially 

between Birlas and Tatas. Politically the Tatas believe that 

business .in India must become more poli tieally active, must 

openly express the necessity of private sector, and must remove 

the anti-social elements in the business community. The Tatas 

have provided strong support to organizations like the Fair 

Trade Practices Association, the Forum of Free Enterprise and 

the Swatantra Party which are organized specifically to explain 

these views. The continued aloofness of the Tatas has weakened 

26 The Dalmia.-Jain group was accused by a specially appointed 
government investigating commission .of damaging irregu­
larties and stock manipulations. Shriyans Prasad Jain, 
one of the leading figures in the Dalmia-Jain Group, hap­
pened to be President of the FICCI in 1962•63, when the 
scandal became public. The Tatas and Mafatlal argued 
that Jain should resign immediately, but the top leader­
ship held that a hasty resignation would damage the pres­
tige of the Federation. The Ta.tas and Matatlal strongly 
disagreed w.ith the decision and resigned. 

Kochanek St.anley Jh, Interest GrouPs and Interest Aggre­
gaticm, Changing Pattern ot Oli&a:r:ab,y in FlCQJ;, Economic 
fWd folitical Week.l,y, 1970, vol. 5, P• 1303. 
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the Federation in terms of men, money and resources • 

. . In short, it can be said, though the continued control 

over the Federation by some top business houses has proved a 

source ot strength for it, at the same time it created some 

negative implications tor the maintenance of organizational 

cohesion. There is general reeling among the businessmen that 

FICCI reflects the views of big industrialists rather than the 

business community as a whole. On the contrary, as a result of 

government en.eour agement to new 1ndustr1 al development through­

out the country as well as the increase in number and size or 

medium and small industry has brought a change in the composi~ 

tion or FICCI. Federation. leadership has witnessed a strong 

opposition from new enterants who are demanding broader repre­

sentation on the Committee, larger participation in the Federa­

tion affairs and policy-making. Xhe leadership has slowly res­

ponded to these demands with the result that the FICCI is 

becoming b~oad-based organization expresslng the views of the 

Indian Business Community as a whole. The reorganization of 

FICCI in 1962 and again in 1971 was largely a response to these 

pressures. 

In order to express truly, effectively and ett1c1ently, 

the views of Indian Business Communi.ty, /Federa~ion uses certain 

channels to influence the governnent decision-makers. An attempt 

has been made in the next chapter to explain them. 
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After the completion of the foregoing analysis, H. 

Ver&atasubbiah's study of SO years of FICCI entitled i0terpr1se 

and Economic Change {New .Delhi, Vikas Publications, 1977) has 

been published. S1nce the conclusions of this important work 

could not be incorporated in the text of the eh.aptertthey are 

g1 ven below: 

The focus or investigation in this book has been on the 

major economic developments which the Federation of Indian 

Chm~.bers of Commerce and Industry - as an apex business organi­

zation have witnessed since its inception. This book is a con­

tribution to business history. 

The author's main targets of investigation in the first 

four chapters have been on the 20 years of Federation 1 s lite 

from 1927 to 1947. In this I chapter the author explains in 
. ---

detail FICCI' s position on Ir1dian Trade and Industry in the 

first 20 years ns-a-via the national movement. His arguments 

that FICCI's position on Indian Trade and Industry in the first 

20 years (1927-47) ran parallel to that or the national movement 

for eventual. independence under the Congress leadership and the 

Federation's opinion that Indian enterprise can not flower 

w1 th.out political freedom tor the eolmtry are based on the 

statements of some of the influential figures in the Federation. 

The author has also examined. in detail the rupee ratio question 

and. tariff protection - the problems faced by Federation during 
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193ots and the Federation's failure to get the Government return 

to the ls. 4d •. ratio was total. 

1~e focus of investigation in the second chapter is on 

what were FICCI's views on Planning and Industrialization. FICCI 

did not take much interest in both these fields till the estab­

lishment of the Planning and Development Department by Govern­

ment of India, the setting up of Post-war Reconstruction Committej 

an.d the Publication of Bombay Plan. Some of the prominent 

members of the Federation like Purshotamdas Thakurdas were mem­

bers of the National Planning Committee. Industry being a pro­

vincial subje·ct, the Federation had hoped that popule.rly elected 

Governments which took offices in the provinces when provincial 

autonomy under the 1936 Act lias inaugurated. in 1937, would take 

er1ergetlc steps to promote industrialization. Safeguarding and 

promoting Indian interests in shipping was a major concern of 

the FICCI before the war. A good account or how FICC.I sate­

guarded the interests of shipping industry have been given by 

the author in this chapter. 

!he Feqeration 1 s attitude to post-war reconstruction and 

planning was ambi valetlt. It kept on .urging the Government to 

·take initiative in. these fields but continued to maintain that 

n.o real progess in them was possible without a National Govern ... 

ment in full control of Indian affairs.. A department of planning 

atld reconstruct1or! was established at the Centre late in 1944. 

'.l'he publication of .Ecot.iomic Pla."l far the economic development of 
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India was a landmark. Many of its authors were directly invol­

ved in Federation activities. In 1944-45 the International­

currency plans which eventually led. to the Brettenwood Conference 

and establishment of World Bank and the lnternational Monetary .... 
Fund attracted much interest but· the Federation concentrated on 

Industrialization, Tariff and Trade Policy and the Sterling 

Balances. A detailed account of all these developments have 

been given by the author in chapters III and IV. The problems 

Wich FICCI faced during the period l92?-47 are discussed by the 

P-Uthor wlth the help of unpublished letters written by heads of 

FICCI to the authorities concern~d. 

The author in th~ next fl ve chapters examined the major 

problem.s in the relationship between the Goverr.ment and Federa­

tion from 1947 to the present da;y. The main. 'targets or in.vesti­

gation in these chapters were: A change in FICCI's approach 

t<ntards national policies, public policy~ i.e., planning and · 

FICCl,s reactions, issues·- economic issues decided by the 

Government and criticized. by FICCI and lastly h1.s conclusions 

that FICCI, in sueh a changing situstion, is also facing a 

challenge or change. 

After independence, a beginning was made - to approach 

as man] MPs as possible and turr.J.sh them with facts and figuz:es 

relating to industry and trade. In this connection, the author 

cited an instance, that of Tulsidas KilaehAnd, 1¥-hen he became 

Pres1dent in 1950, his first move was to arrange a tour of some 
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Members of Parliament to important industries of the country. 

In the same chapter it has been mentioned that FlCCI reacted 

guardedly to Government • s policies like the Industrial Policy 

Resolution of 1948 and its re-endorsement by Parliament in 1954, 

the setting up of bodies like Advisory Council of Industries for 

periodical exchange of views on policy between. Government and 

business but liaison between Government and business did not 

produce the trust which both had hoped for. 

A detailed account of the three five year plans and FICCI'~ 
I 

approach towards these plans have been discussed in chapter VI. 

The issue of nationalization of life insurance .was commented by 

FICCI l)y sayir1g that nationalization or life insurance was not 

part of a 'philosophy or approach' as maintained by Nehru but it 

·would augment funds for the Second Plan. Lakshmipat Sir1ghania 

(President in 1956) suggested that 'Government saw the insurance 

i.ndustry as economic power in the hands of private enterprise. 

The reason could also be political he said, but the tact has to 

be recognized that industry has been nation.alized. The Federa­

tion made some dem ends. But unfortunately no mention has been 

made to what extent Governm.ent aceeeded to the demands made by 

the FICCI. Only one side of the picture has been pre.sented by 

the author in this chapter. 

Chapter VII 'EXP,Qnsion under Planning• has been very 

vaguely attempted by the author. The problems which the author 

attempted such as FICCI• s opinion on the state of economy and 



50 

deteriorating administrative machinery, corruption and bribes, 

Federa.tion and foreign economic policy or India, in this chapter 

were not much appealing. 

In chapter VIII 'On Fighting L~sing Battles •, first 

section has been devoted to the changed political role played 

by Business in 1967 Elections in which business supported the 

opposition candidates and opposed the Congress. In the second 

part the author examined in brief FlCCI 1 s opinion on the ques­

tion of rupee devaluation to which FICCI Committee took the view 

that the step taken by Government was an admission of the failure 

o£ financial and fisc~ policies pursued ~ver the preceding 15 

years and therefore, a drastic revision tor such policies was 

called for. A very realis~ic outlook has been presented in this 

eha,pter on the issue of social control over the Banks and 

nationalization or Banks and FICCI's reaction before social 

control and after as well as b~fore nationalization of Banks and 

after. 

In chapter IX 1 Facing the Challenge of Change •, the 

author's conclusion is that in the changing political situation 

Business bodies also faced a situation where they had to see 

economic and social ·change as inter-related phenom.ena. Agri-

. culture, de_velopment of ·backward regions, housing, t.amily plann- · 
ism · · 

ing and ccnsumer~. tor example, call for a social as well as 

economic awareness, is quite acceptable. His suggestion that 

the Business Organization's foremost task was to strengthen and 
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broadbase the t'orce·s of development rather than serve only as 

'grievance-ventilating • bod.ie s, that they must develop a posi• 

tive outlook is very sound. 

The author. has explained all these economic developments 

and the major problem.s t aced by Freer w1 th the help of unpubl1 shec 

letters and r·eports and a very simple and lucid language. 
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Chapter II 

TECHNIQUES, TARGETS AND CHANNELS OF INFLUENCE 

The acti v1 tie.s or a pressure group are a response to, 

as well as a possible influence upon, the policies of the 

Governnent. At its simplest this means that pressure groups 

try to influence Governnent at those points of its structure 

which are most yielding in terms or favourable decisions. l'he 

group always take into account the functions and the organiza­

tion of Government• the policies of Government, and the goals 

it wishes to achieve. It however, a group cannot get through 

the Government machinery, it will direct its efforts to the 

other points Which may be accessible to the group. ~The func­

tions and the organization of Government, the resources of 

group and or the group's relationship to the channels or access 

within the system all are interlinked. An attempt has been 

made here to describe the channels of access used by FICCI in 

relation to the Indian Parliament. 

A. fiCCI and Parliament; Channels 
ot Acceu. 

In India, legislation on all the important issues is 

. initiated by the Executive. Executive initiation gets prior 

consideration in the cases of legislation dealing with taxation 

and fiscal issues and also sometimes in the ease of legislation 

derived from the recommendation of some special commission of 

investigation. A legislative proposal consists of a various 
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ministerial political considerations and bureaucratic adm1n1s­

trat1 ve compromises, before it goes to Parliament for approval. 

In most cases Governnent becomes publically committed to that 

proposal in principle by the time it has been submitted to 

Parliament for 1 ts assent. At this stage it is very difficult 

for business organization (such as FICCI) to approach the Govern­

ment to bring modifications in the legislation far from block~--­

it. At the same time, there is almost no prior consultation · 

between groups and g.overnment on the form and content of legis­

lation. So whatever influence FICCI exerts in the legislative 

proeess tends to be exerted either during the Sf!lect commit.t.e-e­

phase or through the congress party members in Parliament. In 
~ 

most cases FICCI resorts to none of these two channels unless 

efforts to persuade the Executive have failed. 

In~a, there is a system of Parliamentary consultative 

committees which are constituted primar~lyto arrange meetir.gs 

between MPs and Governnent thus enabling the government to ex­

plain the details of its policies to small groups of MPs. The 

Congre.ss Party in Parliament has established a system of spec-

1 ali zed committees which do not plsy any act1 ve role in the 

legislative process but ere used only as study groups. In the 

absence of any effeetive system of Standing Committees on legis­

lation (there are a few Standing Committees such as the Committee 

on Subordinate Legislation, the Estimates Committee and so on, 

but they do not deal with the legislation), a select committee 
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1. e. , the Lok Sabh a and Rajy a Sabha., may be appointed to con s1-

der important leg1slati ve proposals subm1 tted by Government. It 

is the usual practice that select committee requests outside 

groups to provide both oral and written testimony. FIQCI ..takes 

the responsibility to ensure that legislatiorl affecting commerce 

and industry is referred to a select committee and thereby gain 

direct access and formal consultation. 

ihe members of the select committee are a,ppointed by the 

liouse which is in f'act a nomination by the Speaker. Its member­

ship is broad-based and members ot different political parties 

in the Lok Sabha are selected through proportional representa­

tion. Although the size of the select committee is not fixed, 

it is usually small enough for, a fairly intimate discussion. 

During the discussion members are free to express their views. 

In other words they are not subject to party Whips and directives, 

but in case if Governmen.t considers a bill, of high priority, it 

is always in a position to pressure its party membe.rs to expe­

dite the action. The composition ot the select committee is very 

important for all those interested in influencing the committee. 

?feci, has been able to make an impact through its representa­

t1 ves on occasions when the size of the committee is small and 

it is composed of more articulate influential· MPs. It also finds 

favour with MPs who have some expertise in the subJect under 

consideration. ihe members of the select committee can be 



influenced either through direct contacts, o~ sometimes indirectly 

/through the Chief' Ministers, especially when the MP is dependent 

for a party ticket,. In order to satisfy groups and at the same 

time to avoid strong criticisms, Government usually allows to 

make minor changes in a legislation provided such changes do not 

affect the major object! ves of the legislation. In most cases 

these changes are made during the select committee phase in direct 

response to criticism leveled at the proposals. For example, the 

decision of Government on Nationalization or General Insurance 

on 13 Msy 1971 was strongly attacked by ~ICCI authorities. Presi· 

den.t of FICCI said in a press statement that the takeover of 

General Insurance cannot help to achieve the priority objectives 

of providing employment and giving better deal to the poor sec-
1 

tion of the community. The Bill was referred to the select 

cowmittee on 31 Msy 1972. 

· .Later on 18 July 1972, eight representatives of Federation 
2 

including Shri Ram Nath A. Podar and Chafat Ram gave evidence 

before the Joint committee. Prior to that, a meeting was held 

between the Finance Minister and FICCl Presiaent in Delhi. A 

1 Ibe Wbune (Chandigarh), 15 May 1971. 

2 He was President of the Federation or Indian Chambers of 
Commerce and Industry during 1969-70, an.d Ind1 an Cotton 
Mills Federation from 1963~65; and remained Qbairman of 
Podar Mills Ltd., Bombay. He was one of the founders of 
Bank or Jaipur, was 1 ts Vice-Chairmar1 from 1943-49 and 
Chairman from 1949-67; He was member of the Constitu­
tional Reforms Advisory Committee for Jaipur State in 
1942; Bom bey Assembly from 1946 .. 56 and Treasurer ot 
Congress Legislative Party, Parliament, during 1952-54. 



56 

memorandum was also addressed to the Finance Minister and to the 

select committee of the Parliament. In the memorandum, the com­

m1 ttee of FICCI, drew the attention of the joint committee or· 
Parliament on certain basic issues regarding Nationalization. 

0r1e of the issues related to Nationalization was regarding quantun 

of compensation. According to FICCI compensation should be just 

fair and equitable. The committee also made the point that the 

shareholders of the General Insurance Compardes should in all 

fairness be paid some add.i tiona! am.ount towards goodwill of the 

Companies. 

In respox1se to pleadil:tgs of FICCl, the select comm.ittee of 

Parliament on General Insurance Business (Nationalization) Bill, 

recommended an additional .Rs.5 erores by way of compensation to 

the Indian· Insurance Compan.t.es. The committee had also made 

amendment with a view to clarify, that the amount payable to 

Indian Companies should be paid. in cash - the payment of the 

amount will r all due on the appointment day· and interest will be . . 3 

payable on all delayed ps,yments. 

The case of General Insurance illustrates the fact that 

FICCI resorted to lobbying in Parliament only after efforts at 

the Execu.t1•e levels had tailed. 'But a great deal depends on the 

compos! tion of the select eom.mi ttee and the nature of the issue. 

Select committees are also known tor having made. the bills even 

3 H~ndustan fimes (New Delhi), 22 August 1972. 
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more stringent than originally proposed by Goverment. Once an 

.1 ssue becomes more controversial then 1 t becomes d.itf.icul t tor 

the representatives of the organization to achieve any changes 

in the proposal. One of the most important checks on business 

lobbying in Parliament, is the existence ot a strong-lett-of 

centre group in Parliament. on numerous occasions that group 

has acted as a check on business, both within the Parliament and 

in the Congress Party in Parliament. 

Methods ot l,oJ;;b!ini Used PJC FICCJ; 

/The most effective method of lobbying in India 1s direct 
4 

}£ersonaJ. cgntact. But the itJdiVidual businessmen are hesitant 

to use their personal contacts for collective benefits. Business 

associations (FICCI) adopt different technique.s. One such techni­

que used most frequently is inviting the select gro~3LQt-MPs at 
. .---

the tea parties, dinners, luncheons and cocktail parties, where 

association~ presidents and committee members, m~ explain the 

problems of the particular group. The group ma,y ask the MPs tor 

favour which usually involves making specific references in their 

speeches in Parliament or at party meetings, moving specific 

amendments in legislation before select committees or raising 

question in Parliament, party committee meetings, ood consultative 

4 Direct personal contacts here means when individuals want 
things done, they try first to tap the loyal ties ot t amily, 
caste and region. One of the ,most effective means ot 
lobbying to influence MPs is "to see those ·you have helped 
in the Election". See Kochanek, op. ci-t., PP• 266-64. 
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committees and finally by pressing the case in private conver­

sation with ministers and other M~s. For that matter, MPs are 

often provided written memoranda and other necessary data to 

press for the position advocated by the organization. 

It is only the par~ame~t~r~t FICCI which takes 

the responsibility of building and maintaining through daily 

contact a relationship ot trust with friendly MPs. Its main 

fUiiction is to establish d1rec~ contacts, with MPs and to explain 

the Federation's position to particular items pending legisla­

tion or executive action. The FICCI represent at! ve on the one 

hand acts according to the wishes of 1 ts members and on the other 

hand communicates the necessary information to the members of 

Parliament. The FICCI office supplies background notes and 

-----------briefs on legislation, policy issues and the budget to a select 

group of members or both Houses of Parliament, for all parties. 
5 

Along with this it also prepares questions and supplementaries 

for use during the question time and draft amendments to pending 

legislation. Members of Parliament who use these materials, in 

the whole or in part, are in a posltion, to raise issue.s which 

might otherwise be neglected. Another technique has been used 

by FICCI in order to influence public opinion, i.e., by organiz----­ing public relations campaign, accompanied with press releases, 

5 That is additional question raised to supplement the 
original question's and force Government to explain 
its position and proVide 1r£ormat1on. 



a.dvertisements and public speeches. It is difficult to assess 

the impact of' these efforts. FICCI not only employs direct 

techniques for influencing MPs, but also uses some indirect 

techniques. One such technique is the est.tablishment of a sepa­

rate cell in FICCI, i.e., the Reorganization of the Diwan Chand 

Institute of National Affairs. This institution is finan.ced 

partly by a trust, partly by the FICCI and also through business 

advertisements placed in its Journal, lbe Econgm.ie Trenda. This 

Institute arranges public discussions on important issues, 

invites speakers from Government, Parliament, and the News media 

to address its members and to discuss the issue with its staff. 

The basic objective ot all these act! vi ties, 1 s to educate mem­

bers of Parliament by attracting their attention to important 

issues. 

In spite of its vigorous efforts to influence Parliament 

during the past decade, the FICCI has enjoyed limited results. 

Legislative attitudes have proved unfavourable not because they 

are anti~business but because MPs are allergic to the FICCI's 

ways of approaching an MP. 

B. Executive and FICCI: Formal 
Channels of Access 

It .is the Executive in India which plqs a dominant role, 

not only in determining new policies but also in administering 

the vast powers delegated to it by the legislature. So Business 

Organizations naturally concentrate their influence ·on the centre 



ot power in Indian political system - the Prime Minister, the 

Cabinet and the top Bureaucrats. The business organization in 
6 

India enjoys a variety or direct formal channels of influence. 

In India many commissions, committees and advisory coun-

. cils are to be constituted to serve as charillels of communication 

between business and Goverment. Many ot these bodies are consi­

dered important tor there are some which are specialized. I'hese 

specialized bodies are approved by the government to perform 

executive role as well as to act as an instrument of expertise. 

These organizations include such groups as the Federation of 

India Export Organizations; the nineteen Export promotion councils 

and various eommodi ty boards. Among the Advisory and Consul ta-

ti ve bodies used. as channels of communication w1 th th~ business, 

six of them are ot particular importance: The .Advisory Council 

of Trade, the Board of Trade' The Customs and Central Excise 

Advisory Council, the Direct Taxes Advisory Council, the .Advisory 

Comm.i ttee on Cap1 tal Issues, and perhaps the mos~ importarJt of 

all - 7he Central Advisory Council of Industries ( CACI). The 

CAC1 is a statutory body created Wlder the Industries (Develop­

ment and Regulations) Act of 1951. The CACI has· specific func-

. ti ons to perform. 

The CACI, is composed of members drawn from open business 

associations, employee groups and consumer organizations. The 

6 Due to non-aveilabili ty of information, patterns of 
in.torm.al access have not been discussed here. 
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bull\ of its membership is derived from the businessmen, the Presi­

dent•s of FICCI, Assocham (Associated Chambers of Commerce) and 
~-~ ? 

A.IMO (All India Mer~ts• Organization) are also 1 ts members. 

Under the Industries Act, CACI must be consulted with respect to 

the making of rules in relation to industries, consultation on 

other matters 1s discretionary. The CACI meets about once a year. 

''It is customary at these meetings to have on the agenda a review 

of the general economic situation and also a review of one or two 
7 

specific industrial sectors". It also ~o~_des.. opportuni_!y__,_ 

to members to raise any issue which m~ be of concern to them, 

in addition to the 1 tems on the formal agenda. 

lhe CACI performs very useful functions. They are used by 

Government to determine the views of business represent at! ves 

pertainit~g to policy issues,. especially the specific issues ot 

particular importance at that time. Secoz1dly the CACl forces 

both sides to thir.k about issues and to build opinions. This 

enables both business and Gover.r:unent to clarify their views for 

themselves and for one another. .By testing new .ideas and policies 

at CACI meeti~s, Goverr.ment can generate policy altema.t_i..V_e.s._ 

Thirdly, ideas raised in Government speeches are exanined and cri­

ticized by th'e business at the session and in subsequent forums, 

7 Government of India, Report of HfniattY of Ingnstrial 
Develo.pmen.t end CQIDPanY Atfairs, Speech of' F. A. Ahmad 

·before the Ninteer;,th Meeting ot Central Arlnsoa 
Council of Industries, New Delhi, Government of India 
Press, 1967. Kochanek, op. cit., pp. 275-8. 
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meetings and in correspondence with Government. This reaction 

in turn enables the Government to check the weak points in. their 

proposals. CACI no~oubt provides an. opportunity for business 

orgen1zat1ons to influence Government and vice-versa although it 

is not a decision-making body. It is a consultative body consti­

tuted to enable the business representatives to criticize the 

Goverrment policy and raise pertinent questions about its imple­

mentation. Government in turn can explain its policies, gets 

new ideas to remedy the weaknesses in its policies. 

The advisory bodies like CACI also function at another 

level; through its Standing Committee, it meets periodically. It 

offers advice on maJor problems of development and reviews the 

working of Sub-Committees, "to review all industrial licenses 

issued, refused, varied, emended or revoked from time to time and 

to advice the Goverrment in general principles to be followed 

in the issue of licenses for establishing new undertakings or 
8 

substantial expansion of existing undertaking". ~e Standing 

Committees of the CACI and other advisory bodies, enable business 

people to have an indirect influence on Goverrment policy. It is 

only through these ·bodies, that FICCI by sending its representa­

tives expresses the concern of business community and persuades 

the Goverrment of its point of View. 

8 Government of India, MiDJ.&ta ot lmtustrJ,al Develomnent 
and Compam Affair';, 1967-68, New Delhi, Government of 
India. Press, 1968, pp. 26-27. 



63 

Along with this (by representing on CACI and other conl.., 

sul tati ve bodies) ·FICCI tries to exert its influence through 

other channels also. ~c~_expresses its opinion on Governmental 

policies freely without waiting for the government to call on a 

meeting. It invites ministers to address its meetings, it sends 

delegates of its business members to meet the mir1isters and 

secretaries and provides Government offices with memoranda and 

briefs of correspondence. Along with these contacts FICCI has 

adopted another method of exerting influence 1· e., by condwlting -·-
-PUbLic seminars on major policy problems, and maintaining daily 

contacts with the working levels of ministries concerned through 

1 ts professional secretariat. 

The annual meetings of FICCI plays an important part so 

as to keep in touch with the Executive, especially through these 

meeting~ views have been exchanged between FICCI end Government. 

The Prime Minister of India is invited every year to address 

India•s apex business association, the FICCI. There is a long 

standing practice that in the inaugural speech or its annual 

meeting, the President of FICCI raises major points concerning 

broad government policy and Prime Minister generally responds 

to them. On both sides the script is carefully prepared, several 

weeks before the annual meeting. The association forwards the 

President's address to the Goverrment tor study. The minister's 

speech is then written to ansver those specific concerns raised 

by the association and to present those points the Government 



wishes to raise. Because the FICCI association is informed of 

the content•s of the mird.ster's speech before it is delivered, 

business has a chance to express its point of view at last 

through its tradition vote of thanks. The FICCI pass a series 

or tour or five resolutions eaeh year at the ar~ual meeting to 

explain their major grievances. At the passing or these resolu­

tions, the discussions of the members of FICCI, expressing their 

concern is forwarded to Government along w1 th their comments. 

In addition to this, another channel used by F~~ is the written 

memorandum followed by personal discussions with ministers and 

·secretaries. As i~nnection of libe.ralization or licensing 

procedures FICCl subn1 tted a ·memorandum to the Government on 22 

April 1971 which was fol-lowed by a meeting between the FlCCI 

President, s.s. Kanoria and Minister for Industrial Development 

Monul Haque Choudury~ Later on it submitted a note on the speci• 

t'ication of licensing p.roeedures on 21 Ma.,v 1971 to B,B. Lel, 
9 

Secretary, fr!J.nistry of lndustrial Development~ 

vt'Memoranda' s presented by FICCI deals w.ith three types of 

issues: policy issues and legislation., administrative decisions 

and matters of administrative detail; and the impact of adminis­

trative rules and regulations. Policy issues and legislation 

may refer to planning, the managing agency system, del1eens1ng, 

company law and issues or allied nature" Administrative decision 

9 ?ICCI, Q.Qr:r~:mond.ence m.u1 Reltxant Documf:Jlts, New Delhi, 
FICCI, 1971, pp. 230-47. 
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embrace' the whole .field of delegated leg! slation dealing w1 th 

1mpo¥t policy, price policy, the issuing or licenses or problems 

dealin~ with idle capacity. · Adm1ilistrat1 ve rules and regulations 

deal with the interpr.etatton of existing law, the development or 
rules and regulations under the law, demands for modification of 

rules and regulations and complaints of abuse of authority under 
10. 

the law' • 

Apart from the foregoing direct channels of access used 

by FICCI, it also uses other tactics in exerting its influence 

on government decision-makers. One such ~~e employed by it 

is that small groups of five or six FICCI members meet several 

times in a year w.ith the Prime Minister. Relying primarily on 

prepared. agenda, these interviews involve broad policy issues 

rather tha11 a rule-making or administrative policy making. 

Usually the Prime Minister gives the group thirty minutes to one 

hour. Each member of• the delegation is briefed to handle the 

specific 1 tem on the agenda. On g6 November 1964 for example a 

delegation met with the Prime Minister to discuss the food situa­

'tion, capital market an.d industrial· policy. This meeting was 

followed by a note to the· Prime Minister ttrecaptulating the main 

points raised in the meeting in light of the observations and 
ll 

suggestions made by the Prime Minister on some of them". one 

· 10 Kochanek, op. cit., PP• 282-3. 

ll Ibid., P• 287; FICCI, Beport of the froceedLn&s of the 
Execnti.lli Qwm1ttee, New Delhi, FICCI, 1964, P• 115. 
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ot. the contribut"ions of the Prime Minister, which the FICCI fol­

lowed up, was the suggestion that a liaison committee be created 

at important commercial _centres, to bring about better understand· 

ing between the adm1n1 strati on and business community. 

Finalj1 the FICCI, has also 1rJ.t1ated a system of orgard.zec 

seminars on special topics such as managing the agency systems, 

current Five Year Plans, and import substitution. These .seminars 

which are attended by the ministers and by their secretaries have 

proven quite useful. Some have resulted in emergence of valuable 

concrete proposals. In order to convince. Governmental author1tie~ 

about the need for 11be~al1zat1on or industrial policy FICCI 

--------organized. such seminars on 21 November 1970, i.e., 'Industrial 

Development Its Challenge and Potentiality' and on 31 August 1971 

on 'Maximization of Capacity Utilization and Productivity 1 at 

New Delhi. The latter seminar was inaugurated by Monul Haque 

Choudhury, the Minister for Industrial Development and attended 

by about 200 delegates from Government, private and public Wlder-
12 

takings and financial institutions. These seminars brought 

expected results from the Goverr.dnent. 

From the foregoing discussion it is clear that FICCI 

plays both an advipory and advoc~ role in its relationship with 

the bureaucracy and the ministers concerned. There is little 

doubt that business organization in India has achieved extens1 ve 

12 FICCI, Qsu:respgndenCth g,g. cu., 1971. 



access to Government poliey~ekers, but mere contact does not 

guarantee a<;:ceptance of advice. Much depends upon the issue as 

well as the circumstances ~der which the decision is to be 

taken. In certain issues FICCI achieved success in persuading 

the authorities in revising the decision but in some others, it 

completely failed. In ne.xt chapter an attempt is being made to 

find out certain achievements and failures secured by FICCI and 

the channels used by it in exerting the influence. 
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LIMITS OF INFLUENCE; CASE STUDIES 

The Federation is interested in promoting the interests 

of 1 ts const1 tuent s on all matters whi·ch are of concern to them • 

Consequently it uses its channels of access in relation to the 

organs of Government - the Parliament, Executive and Bureaucracy 

and tries to in.fluence their decisions on matters of direct con­

cern to its members. This does !lot, however, mean that FICCI 

succeeds .in influencing goverr1mental decisions on all matters. 

Goverrunental dec1sion-m.ak1ng processes are usually controlled by 

a variety of factors arising out or political considerations. 

Therefore, we can easily assume that a pressure group like FICCI 

can be ultimately successful in influencing governmental deci­

sions in favour of its constituents is likely to depend upon the 

nature of the issue and its critical significance within the 

particular political situation at any time. 

To test this assumption with regard to the activities of 

the FICCI., we eons1der three 1 ssues and shall try to assess the 

extent of influence exerted by the F'ICC! over them. The issues 

are the nationalization or banks, industrial licensing policy 

an.d the nationalization of general insurance. These issues were 

or considerable importance to the FICCI c·onsti tuents and FICCI 

took active interest in all three of them. Through a discussion 

of these issues, we shall try to demonstrate the variations in 

the effectiveness of FICCI as a pressure group. 



.69 

~ Qverall Political &tuation 

The three issues we have selected for detailed discussion 

arose within the specific context or the political situation 

wbici1 evolved in the country after the General Elections of 1967, 

though they had often been. raised earlier. Therefore, it would 

be useful to briefly review the political situation and to form 

some idea ot the background against which they emerged. 

The General Elections of 1967 represented a definite 

watershed in the history of in.dependent In<Ua. lt marked the 

end or· Nehru era. It also marked the end of a long countrywide 

rule ot a slngle party end the beginning of a period when dif ... 

ferent parties shared the responsibility of Government in dif­

ferent parts of the country. In the Fourth General Elections 

to the Lok Sabha held on 15-21 February 1967, the National 

Congress retained power but its majority was reduced. In the 

election of State Assemblies held at the same time, it retair.ed 

! ts majority in seven states; opposition parties, alone or in 

alliance, obtained a majority in three and no party had a 

majority _in other five states. 

Public opinion polls suggested that the fall in Congress 

support t-tas particularly marked among three groups: 

(l) 'l:he voters under 35 had intended to move both to the 

left and to the right; this fact was believed to have contribu­

ted to the defeat of Congress leaders by younger opposition 

candidates. (2) 1be poorer literates and the lower-income group: 
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generally who were particularly affected by the rising prices 

had also reacted against the Congress. (3) The religious 

minorities which in the past had regarded Congress as their 

protector against Hindu communalism, had largely voted for 

opposition parties except in states such as Hary ana, Madhya 

Pradesh and Uttar Pradesh, where the Jan. Sangh was making head­

way. l'his tendency was noticeable among the Muslims in Assam, 
l 

the Christians in Kerala and the Sikhs ir1 PunJab. 

Mrs Gandhi said at a press conference on March 12 that 

the food situation and spiralling prices were among the .main 
I 

causes of the Congress setback. Kamaraj suggested in an ~nter-

view on March 16 that "we have been talking of socialism without 

do!rig anything substantial. All this frightened the rich and 

they went against us. But in practice, we tailed to carry out 

many of these decisions. This created frustration among the 

masses - on paper we had a better programme than many other 

parties, but its imperfect implementation chilled the enthusiasm 
2 

or party workers. 

At a series of meetings of the Congress Working Comm.i ttee 

held between February 27 and April 11 the following were emong 

the reasons suggested for the party's reverses: 

l Keesing 1 s Contemporar.y ArChives: A Weekly Di;u:y of World 
Eyents, Keesing' s Publications Limited (London), vol. XVI, 
1967-68, P• 22011. 

J;:j.mea of India (lJew Delhi), 16 March 1967. 



71 

{1) Weaknesses in the Government's economic policies, 

especially its failure to ensure both a remunerative price to 

the producer and a reasonable price to the consumer. (2) The 

Government 1 s reluctance to inquire into allegation of corruption, 

(3) The failure of the administration especially at the lower 

levels to redress the people's day•to-day grievances. (4) Inter­

nal dissensions and factiotlalism inside the Congress Party; and 
3 

. (5) 1be ineffectiveness of the party machinery. 

Atter J.i67 Eleqtion s 

One of the consequences of the Congress debacle at 1967 

elections had been considerable soul se.arching w1 thin the Cong­

ress to regain part of the last appeal of the organization for 

the electorate. ·Caught between parties of the ideological left 

and the ideological right, the Congress had made its first moves 

towards left measure to redeem 1 ts image. The move was the 

Worki:r1g Committee resolution on nationalization of general 

insurance. Not to be outdone, the A.I.C.C. went a step further 

and had called for abolition of privy purses and other .privi­

leges of prit~tc:e:~#· and the call for social control of Banks 

included in the Congress election manifesto as a sop to the 

left wing, had suddenly emerged as a measure of prime importance 

in the economic programme of the new government. Details of 

these developments and their repercussions inside the Congress 

Party are given below: 

3 Keesing's Conteroporary ArChives, op. git., P• 220011. 
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A Congress party. committee headed by late Nehru decided 

in favour of nationalization of banks in 1948; the Reserve Bank 

or India was nationalized in the same· year and the Imperial Bank 

of India which became the State Bank of India in 1955. The 

demand for full implementation. of this policy t,.ras intensified 

after the Congress setback in 1967 elections, which the left-wine 

of the party attributed to its failure to carry out its socialis1 

policy. After a debate in which many members spoke in favour 

of nation.QJ.ization, the A. I.e. c. adopted on 24 June 1967, a reso· 

lution calling for "social control" over bank credit. Moving 

the resolution Jagji van Ram (Minister of Food at that time) said 

that Desai was studying the banking industry and that if after 

examination he found that social control could not be achieved 

w1 thout nationalization, he would not hesitate to take this step 

on Desai • s recommendation, the ·Congress Working Committee decidec 

on 27 October 1967, in favour of social control in preference 

to na.tionalization. Desai stated, however, that if this scheme 

did not yield the desired results within two years, he ,would be 

prepared to recommend nationalization. 

The B..anking Laws (Amendment) Bill was introduced in the 
~· 

Lok Sabha on 23 December 1967, and was subsequently referred to 

a select committee. As amended by the committee the bill was 

passed by the Lok Sabha on 6 August 1968 and. by Rajya Sa.bha on 

5 December 1968. 

Social Contrql Qyer Banks Cred11( 
iY'lS'l FICCI 's i'Hact4PU 

FICCI expressed 1 ts opinion through 1 ts various chanr1els 
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both before and after the adoption of the resolution on the 

social control over banks. In a course or statement on 4 May 

1967 to the press, on the Resolution of Congress Working Com­

mittee G.M. Modi, Vice-President of the Federation, expressed 

surprise that such measures would only lead to dissipation of 

our limited resources which could be used for more urgent and 

vital tasks. The statement pointed out that Banks were alreadl 

subJect to a number of regulations and direct! ves 1 ssued by the 

Reserve Bank of. lndi e. The rate of interest, the liquidity of 

ratio. of banks, margins on advances, d1 stri bution of credit, 

advances to director,s etc. were governed by Reserve Bank. This 

being the position it was difficult to imagine Whether any 
4 

further resolution would be in the interest of sound Banking. 

The Banking Laws (Amendment) Bill, as mentioned above was in.tro­

duced in the Lok Sabha on 23 December 1967. The Bill along 'td th 

the Resolution setting up of National Credit ,Council was dis• 

cussed by the Standing Advisory Committee held in New Delhi on 

14 January 1968. A delegation or F1CC1 consisting or L.N. Birla 

G.M. Modi, Bharat Ram, S.L. K1rloskar, D.C. Kothari and S. s. 
Kanori a met Deputy Prime Minister and Minister or Finance on 7 

February to discuss some of the provisions ot the Bill and the 

Resolution on National Credit Council. A communication was also 

addressed to the Government on 19 .April saying that Banks were 

already subject to strict supervision and inspection of the 

4 Times of India, 18 May 1967. 
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Reserve Bm~. It was pointed out that further legislation m~ 

weaken the very foundations of the banking progress and thus 
. 5 

affect the development or the rest of economy. 

After 8oeie1 GgntrQl 

At the annual session of the Congress Party Desai opposed 

the continued demand for nationalization of the banks on 27 April 

1969, stating that the social control was working well and the 

banks had shown themselves responsible to the Government•s 

direction. 

On 9 July 1969, Mrs. Gandhi submitted to the Committee a 

list of proposals on economic policy, which she described as 

nstr93 thoughts". In this she stated that "either we can consi­

der the nationalization of the top five o.r six banks or issue 

directions that the resources of the bar~s should be reserved to 
6 

a larger extent for public purposes,.. Other proposals .in the 

note included, the nationalization of' the general insurance, and 

the import of raw materials, the 1mpos1 tion of a eeiling on land­

holdings and urban property, changes in industri a1 licensing 

policy to curb the power or monopolies; the appointment of a 

permanent monopolies commission; the earmarking of all consumer 

industries for small entrepreneurs; curbing restrictive trade 

practices which resulted unhealthy trends in industry the sharing 

5 FICCI, Proceesij,ngs of tbe Eixeontive Comm.ttte.e., New Delhi, 
FICCI, 1968, P• 65. 

6 Keesing' s CQnterp,porary ArchiVEUh vol. XVII, 1969-70, 
PP• 23595-600. 
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of industrial profits by workers a minimum wage for workers 

hitherto uncovered by law and the vigorous implem.entation of 

land refot'ms. 

Opinion in ther~9rk1ng Committee was deeply divided on 

Mrs. Gandhi's proposals for banks nationalization which was 

supported by Kamaraj but strongly opposed by Nijalingappa, 

Patel and Desai. In a letter to Desai, Mrs. Gandhi informed 
7 

him on July 16 that she had decided to take over the finance 

portfolio from .him although he would retain the deputy premier­

ship.. Before Desai had replied to this letter of Mrs. Gandhi's 

assu.f!lption of the finance portfolio was officially armounced 

and Desai accordingly tendered his resignation from the Cabinet 

in a. post-script to his reply and announced his resignation to 

the press bet ore sending 1 t. 

Shortly after accepting Morarji Desai • s resignation, Mrs. 

Gandhi summoned a cabinet meeting at short notice in the evening 

of July 19, t<lhich unanimously approved the nationalization of 

banks. The Acting President v.v. Giri issued the Banking 

(Companies Acquisition and Transfer of Undertakings) Ordinance 
8 

on the same evening to put this decision into effect. 

Mrs. Gandhi's action was widely acclaimed throughout the 

country and welcomed by both leftist and centrist political 

7 Indian Jxpress (New Delhi), 17 July l969. 

8 l:he Hin@stan Time& (New Delhi), 2o July 1969. 
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parties and groups including the so-called "Young Turks" and . 
other lett-wing members of the Congress Party. The only major 

parties which armounced their opposition to the measure were the 

right-wing Swatantra Party and the Jan Sangh. FICCI was also 

among those who strongly opposed the government's decision of 

nationalization of banks. 

NaJ;iona1ization of Bar.ks and 
!ICC! • s Reagtion 

Ram Nath A. Podar, President FlCCI issued a press state­

.ment on 19 July saying that even hearing the Prime Minister's 

speech on nationalization of' banks he felt that it t.,ras a hasty 

step, particularly when social control on banks was working 
9 

successfully. He thought 1 t would have 1 ts repercussions on 

the country's. economic growth. Expressing his views before 

Films Division of the Goverl'lment of India, on 24 July, he said 

the Federation did not feel that there was any economic just!• 

fication or pressure of circumstances for such a drastic measure. 

The banking laws amended in 1968 gave enough powers to govern­

ment to control banking operations. It was difficult to accept 

that nationalization had been a well considered decision. There 

should have been a detailed discussion between Government and 

monetary authority and organizational arrangements should have 
10 

·been made before taking such a step. 

9 FICC~, Qorrespqn4ence, op. cit., 1969, p. 108. 

10 Ibid., PP• 109-10. 
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A deputation on behalf' of' FICCI and Associated Chambers 

of' Commerce which 1nter Jl1a included the Presidents of the two 

organizations, Ram Nath A .• Podar and J .M. Parsons respect! vely 
11 

met the Prime Minister on 25 July 1969, and conveyed the 

concern of the business community over the nationalization of 

banks. They stated that whatever was sought to be achieved by 
~ 

this measure was already being done under the scheme for social 

control of banking. The Prime Minister, however, expressed the 

view that the purpose was not fully· served and therefore, 

·nationalization was·considered necessary. 

The representatives of the two org~dzations further 

suggested that the Banking Companies {Acquisition and Transfer 

o:f Undertakings) Bill, 1969 as presented to Parliament should 

be referred to the select committee so as to enable those who 

had some views on the various provisions of the Bill, get an 

opportunity of presenting them• · The FICCI President in another 
12 

communication addressed on 26 July to the Prime Minister Mrs. 

Indira Gandhi suggesting that the nationalized banks should be 

run in accordance with 'business principles'. All directives 

should be gi van to banks through the Reserve Bank of India in 

wri tting.. The nationalized banks should be allowed to work 

independently of,each other to ensure profitability and compe­

tition, so vital to efficiency and courteous service. Provisions 

11 Ibid., PP• 110-12. 

12 Ibid., P• 112. 
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should be made in the bill that custodian or the Bank will call 

meetings or shareholders with respect to each bank. 1be com­

mittee would look after the interests of the shareholders when 

agreements are negotiated. for compensation; the entire compen­

sation should be paid in cash and not central bank promissory 

notes or stock certificates. 

The Prime Miruster in her reply dated 29 July said that 

there was no reason to fear that the legitim ate n.eeds of industry 

and trade would be disregarded in seeking to meet the require­

ments of other priority are as, lik·e oth'er sectors of the economy, 

industry an~ trade also contributed to material production, 
13 

employment and self-reliance. 

Regarding the credit policy of nationalized banks the 

FICCI President met the Governor of Reserve Bank of India {RBI), 

L.K. Jha on 9 September 1969 to discuss the credit policy of 

nation.·alized banks. The Governor assured that he did not envi­

sage any reduction in advances to trade and industry. 

To be sure, the FICCI must have involved itself on the 

issue of nationalization of banks before Government's decision 

on the issue which was being raised with growing force by the 

left-wing members of the Congress organization. The precise 

moves made by the FICCI to safeguard the interests of its 

· m.embers in respect of this issue are unfortWlately difficult 

13 FICCI, Pros;eedin~s of the Executive Committee, gp •. cit., 
1969, pp. 60-61. 
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to explain from the available data. Quite contrary to the ini­

tiative taken by FICCI in representing the concern of its mem­

bers following the nationalization of bal,lks, the FICCI did not 

initiate any explicit dialogue with the Government on the ques­

tion. For example, the presidential address at the FICCI annual 

meetings during 1968 and 1969, when the matter was under the 

e.cti ve consideration of the Government and was being debated 

publicly, did not make any reference to the question of nationali­

zation of banks; nor did the FICCI issued any public statements 

or addressed any formal representations to the. Government on the 

question. However, judged from the explicit response of the 

FICCI to the issue after nationalization of banks, it would 

appear that the FICCI might have used behind the scene approach 

to influence the decision. The FICCI s<e.e'ltfts at the time, as 

the subsequent statement of the FICCI ai'ter nationalization, 

would indicate, to have been favourable to the policy of social 

control over the banks - the policy which was strongly advocated 

. by Desai, Patel and other syndicate members. 

Evslut;l.on. of Industrial 
Ltcensing Polic~ 

Almost immediately after independence the first attempt 

at working out an overall policy guidelines for development was 

ma.de by the Economic Programme Committee of the All India Cong­

ress Committee in 1947 under the chairmanship of Prime Minister 

Nehru. The Committee's recommendations were broadly in line 
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with the spirit of the Karachi Resolution (1931) of the Congress 

and covered various basic policies and measures for the purpose 

of attaining the object! ves of a national minimum standard, full 

employment and the establishment of a just social order. For 

this purpose, in the field of industry a number of important 

policy propQsals were made including the demarcation of indust­

ries for development through the decentralized sector &ld those 

which were to be developed on large scale and the possibility 

of integrated development of the two. It was suggested that 

new undertakings in defence, key and p·ublic utility industries 

as also those which were in the nature of monopolies or because 

their ~cale of operation would cover a large part of the country 

were to be started under public ownership, while existing under­

takings in these fields were to be nationalized gradually after 

a gap of five years. Co.ntrol on investment and licensing of 

new undertakings were envisaged for the purpose or .effective 

coordination and harmonious development of different types of 

industries. It was also recommended that all resources avail­

able for investment should be subject to State control and 

direction. At the same time banking an.d insurance should be 

nationalized, and the State should set up a Finance Corporation 

for financing industries. 

The report of th.e Economic Programme Committee of the 

A.I.c.c. raised considerable controversy and spokesmen of the 

private $ector expressed their concern at the recommendations. 
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The Goverrment of India then called an Industries Conference 

to consider various problems relating to the future policy for 

industrial development, and on the basis of deliberations at 

this Conference the Government of India formulated its Indust­

rial Policy Resolution which was announced in April 1948. 

The main features of this policy resolution were almost 

similar to the recommendations in the Economic Programme Com­

mittee's report. A distinction was made between the respective 

roles of public and private sector and the fields for the two 

were demarcated. It was emphasized that the state must play a 

progressively a.ctive role in the developmEmt of industry. At 

the same time it was agreed that private enterprise properly 

directed and regulated would continue to play an important role. 

Following the Industrial Policy Resolution and as a first 

step towards implementing an important part of it, the Indust­

ries (Development and Cor1trol) Bill was introduced in the legis­

lature. lhe object of the bill was to declare certain industries 

of all-India. importance and to provide machinery for their 

development and regulation. The bill was expected to help 

plarlling for industrial development as the national basis through 

the use of the instrument of licensing~ The bill became law in 

1951 after the appointment of the Planning Commission but before 

the First Five Year Plan had been finalized. Some che.nges were 

made in the bill at the instance of the Planning Commission, an 

important one among them being the provision. for the development 
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council for industries. However, no clear directions were 

laid down about the manner in which the regula.tory provision 

could be operated within the overall framework of a national 

plan. 

As a part of the preparation of the Second Five Year 

Plan, a revision was effected in the industrial poli.cy. Another 

important development of this time was the passage of the 

Companies Act in 1956-which provided another instrument to en­

able Government to regulate more effectively the organization 

and fun.ctioning of the private sector in soc.i al interest. After 

this J awaharlal 1-Jehru wr.ile moving in the Lok Sabha, on 22 

August 1959 said that the Draft outline of the Third Five Year 

Plan, be considered, referred to the oft-raised question about 

who had benefited from the additional income that had been 
l4 

generated in the country as a result of development efforts. 

He mentioned that in his view it was desirable to have this 

matter enquired into by an Expert Committee. In pursuance of 

this suggestion, the Planning Commission appointed. in October 

1960, s> Committee under the Chairmanship of Professor P .c. 
Mahalansbis: one of its terms of refer~nce was ''to ascertain 

the extent to which the operation of the economic system has 

resulted in the concentration of wealth and means of production. 
15 

The Comm.ittee submitted its report in February 19~. Among 

14 Lok Sabha Secretariat, Lok; Sabha Debates, 11th session, 
vol. 45, col. 3986. 

15 Government of India, Planning Commission, Report of tbe 
Committee gn DistrJ,pution of Income and L@yels of Liyin&, 
Part I, New Delhi, 1964. 
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1 ts many conclusions the Committee observed, that 11 the working 

of the planned economy has contributed to the growth of big 

companies in Indian history. The growth of the private sector 

in industry and especially of the big companies has been_ facili­

tated by the fipancial assistance rendered by public institu-
. .;:. 

tions like the Industrial Finance Corporation, the National 
16 

Industrial Corporation (NIDC) etc.n. The Committee further 

referred to the various other measures including tax incentives 

and pointed out that the big enterprises were evidently in a 

better position to take advantage of such facilities. It also 

drew attention to the use of bank credit for industrial expan­

sion of which the near beneficiaries had been the big and 

medium enterprises. The Committee•s conclusion was, that 

"despite all the countervailing measures taken - concentration 

of economic power in the private sector 1 s more than what could . ~ 

be justified as necessary on functional grounds". The Com-

mi. ttee had specifically drawn attention to the fact that indust­

rial licensing was an important instrument tor preventing the 

emergence of Industrial Monopolies. "Though this objective has 

to be constantly balanced against the equally 1mperat1 ve need 
18 

of promoting efficiency and product! vi ty. Pointing out its 

16 Ibid., P• ao. 
17 Ibid., P• 54. 

18 Ibid. 
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own limi tatior1s, the Committee emphasized the importance of 

collecting "mere comprehensive and detailed information regard­

ing the many aspects and ramifications of economic power and 
19 

controls in the private sector", so as to help formulate an 

appropriate policy. 

In pursuance of this recomm.en.dation of the Comrni ttee, 

Governnent appointed the Monopolies Enquiry Commission (MEC) 

in April 1964, ••to enquire into the existence and effect of 
20 

concentration of economic power in pr1 vate hands". 

Distinguishing between "productwise concentration" and 

"country-wise concentration" the Commission pointed out tha.t 

"the plaimed. economy which the Government decided to accept 

f9r the country as the quickest way of achieving industriali­

zation on the right lines has proved to be a potent factor for 
21 

further concentration". Among the reasons responsible for 

concentration an· important one, in the Commission's view, was 

that "big business was at an advantage in securing the licens­

ing for starting new industries or for expanding the existing 

capacity". "We are convinced" the Commission stated further 

that the system of controls in the shape of industrial licens­

ing, however necessary from other points of view, has restricted 

19 Ibid., p. 55. 

20 Government of India, Report of the kfonopgJ,ies Enguiry 
Commissign, 1~6§, vols. I and II, Delhi, 1966, P• 1. 

21 Ibid., P• 6. 
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the freedom of entry into industry and so helped to produce 

concentration". The Commission also dr~w attention to the 

advantage which big business has over small people in obtain­

ing assistance from banks and other financial institutions as 
22 

another factor helpful in the growth of concentration. 

Following these studies and the discussions on them, the 

Planning Commission in July 1966, requested Professor R.K. 

Hazar!, of the University of Bomba¥ 1 to conduct a study so as 

to review the operation of the industrial licensing system over 

the previous two plan periods, including orderly phasing of 

licensing with re.fer~nce to targets of capac! ty - with a view . 

to suggesting where and in what direction modifications might 

be made in the licensing policy. R.K. Hazar! submitted an 
23 

interim report in December 1966. One of his conclusions was 

that the large and medium sized business groups enjoyed a 

higher ratio of appraisal in licensing application as compared 

to others and that their share in the investment applied for 

and approved had tended to rise over the period. This was 

specially true of certain business houses, the most important 

. qf which according to him was the House of Birlas. On this 

report there was a debate in the Rajya Sabha in May 1967., during 

which the Minister of Industrial Development made an announcement 

22 Ibid., PP• 7-10. 

23 Hazari, R·K·, lnterim Report to Planning Comm.ss19fl: 
Inaustrial PlaDnin~ and LiceDsin~ Policy, Bombay, 
1966. 
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that Government would appoint a Committee to go into the basic 

question regarding the fWlctioning of the licensing system and 

any advantage obtained through it by some of the larger Indust-
24 

rial Houses. 

In pursuance of this assurance the Committee came to be 

appointed on 22 July 1967 as an a Expert Committee to inquire 

into the working of the Industrial Licensing System during the 
25 

past ten ye.arsn. The Committee submitted its report in July 

1969. 

The terms of the reference of the Committee were set out 

as follows: 

(1) To enquire into the working of the Industrial 

Licensing System in the last ten years with a view to ascertain­

ing Whether the larger industrial houses had, in tact, secured 

24 Rajya ~abba Debatea, vol. LX, nos. l-8, 22 M~ to 1 
June 1967, col. 1591. 

25 The composition of the Committee is as follows:' 

l) M.s. Thacker, Member Planning Commission, New 
Delhi - Chairman. 

2) H.K. Paranjape, Indian Institute of Public 
Administration, New Delhi - Member 

3) s. Kumararnangalam - Member. 

M.S. Thacker, Chairman of the Committee resigned on 
22 April 1968. SUbimal Dutt, who was appointed to' 
succeed him as chairman joined the Committee on 4 M99 
1968. It is commonly referred to as the "Dutt 
Committee'' after its chairman Subimal Dutt. The 
Comm1 ttee was originally called the ''Expert Committee 
in Industrial Licensing". Subsequently it was desig­
nated as the "Industrial Licensing Policy Enquiry 

, Committee "• 



uridue advantage over other applicants in the matter of issue 

of licences; and if they have received a disproportionately 

large share of such licences, whether there was sufficient 

justification for this; 

(11) To assess to what extent the licences issued to 

the larger industrial houses have been actually implemented 

and whether the failure to do so has resulted in pre-emption 

of capacity and the shutting out of other entrepreneurs; 

(iii) To examine to what extent the licences issued 

have been in consonance with the policy of the goverr~ent as 

laid down in the Industrial Policy Resolution of 30 April 1956, 

particularly in regard to the regional disposal of the indust­

ries, the growth of small scale and medium industries and the 
26 

policy of import substitution. 

All this is about the introduction of the system of 

industrial licensing in India. Keeping in mind the initial 

hypothesis, my purpose is to see the links between FICCI and 

government, after the appointment and submission of the Com­

m1 ttee report/what was FICCI reaction towards the recommen­

dations made by the Committee, what sort of demands FICCI rnade 

and how much success it achieved. 

FIQCI and rndustria1 Licensing 
27 

On 7 December 1967, in a circular letter, the Secretary 

26 Government of India, RePort gf the In4u$tria1 Licenslng 
Policy Inquiry Committee, New Delhi, 1969, PP• 23-41. 

27 FICC1, Correspondence, op. ci:t., 1968, pp. 260-64, 
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of In.quiry Committee requested the FICCI to subrni t 1 t s views 

and suggestions on the terms of reference of the Committee. 

After due consideration by the FICCI Committee ar1d its Indust­

rial Development subcarmittee, a memorandum was addressed to 
·. 28 

the Secretary of the Dutt Committee on 21 March 1968. The 

following major points were made: 

(l) The large number of controls on setting up of 

industries proved a major deterrent tor many new er1trepreneurs. 

(2) The general economic outlook had not been conducive 

to the industriel progress and the uncertainties involved in 

licensing and the none too bright prospects for many industries 

had been discouraging many entrepreneurs from making investment 

in new pro3ects. 

{3) The Federation suggested a detailed and careful! 

review of the whole range of industrial licensing procedure 

td.th a view to doing away with the licensing system. In case 

the system was to be retained, it was suggested that the licens­

ing policies should be dovetai'led to the needs of securing 

accelerated development and assisting the establishment of 

industrial capacity in a proper time sequence. 

(4) On the question whether some entrepreneurs obtained 

undue advantage on the issue of licences 1t was pointed out that 

under the existing systems of rigours controls and scrutinies 

the need. to obtain the inter-departmental clearance tor licences 

28 Ibid. 
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prevented any entrepreneurs from taking an undue advantage. 

Moreover, the issue or licences was generally based upon con­

sideration such as whether earlier licences were implemented 

and whether schemes proposed were feasible. 

(5) There were many industries of the sophisticated 

nature which, by and large, attracted only entrepreneurs with 

sufficient experience and it may not be advantageous to place 

any limit on the entry in the field even where originally there 

was only· one producer, instances had not been lacking, when new 

units entered in due course and conditions of competition thus 

ensured. This had happened in industries like dry batteries, 

metals, electrical equipments, etc. 

(6) As regards non-implement.ation of licensed projects 

and consequent pre-emption of capac! ty, it was pointed out that 

the problem was equally applicable to both pr1 vate and public 

sector units. There were instances of applications from private 

sector being rejected on account of the fact that the same were 

proposed to be manufactured in the public sector undertakings. 

Difficulties of raising rupee finance, delay in obtaining power 

and other facilities, etc., prescription regarding selling 

prices of products at time of grant of a licence and the reces­

sionary conditions in many industries also dlscoura~ed entre­

preneurs for speedily implementing the licensed projects. 

(7) Regarding the implementation of industrial policy, 

it was pointed out that the development of large scale industry 

itself had been providing opportunity tor the simultaneous growth 
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of small-scale sector. It was suggested that the best w~ by 

ensuring infra-structure facilities and incentives rather than 

by licensing mech.anism. Such fa.cili ties might also induce 

entrepreneurs to move away from congested urban areas. 

(8) On the working of financial institution, it was 

pointed out that application for loans should be judged by the 

financial viability of the projects and the prospects of the 

industries. If a project involved a large outlay, naturally 

there might be need for seeking a larger quantum of assistance 

from the financial institutions and it should not be construed 

from this that some industrial houses had been obtaining an 

undue advantage over others in getting loans. 

After considering FICCI•s suggestions the Committee had 

recommended certain radical changes in the industrial licensing 

policies and procedures such as, inter .alia., adoption of a meti 

culous system of licensing including those industries which 

have been delicensed ban on entry or larger industrial houses 

in a consid~rable .segment of in.dustry, comprehensive planning 

for core industries, long term product bans, area bans etc. Th1 

Committee had also recommended that the financial institutions 

should have a s~ in the management of assisted enterprises and 

that the loans extended to the latter should be converted into 

equity. The creation of a joint sector was another idea pro-
29 

posed by the Committee. 

' 
29 Report ~ tbe Industr18l Licensin~ PoliOX lnguirx 

Committe§, Government of India, f.'iini stry of Industrial 
Development and Company Affairs, July 1969. 
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fiCCI's Beactign 

~At the meeting of the Reviewing Subcommittee of the 
30 

Central Advisory Council of Industries on 14 July, on behalf 

of the Federation, the Secretary-General suggested that the 

report of the Committee as and when it was ready should be 

placed before the Central Advisory Council of Industries (CACI) 
31 

and its Subcommittee • .r After the report was placed before 

Parliament on 21 July 1969, the FICCI President Ram Nath A. 

Podar wrote to Fakhruddin Ali Ahmed, Mir1i ster for Industri a1 

Development, International Trade and Company Affairs request­

ing that the report be placed for detailed discussions by all 
32 

concerned with the implementation of its recommendations. 

Along with this on 2 August FICCI Secretary-Generalt G.N. 
33 

Bansal wrote to N.N. Wanchoo, Secretary, Department of Indust-

rial Development, inviting his attention to the discussions at 

the meeting of the Review Subcommittee of the CACI and suggest­

ing that the report be placed before the Subcorruni ttee and CACI 

30 Report of the Proceedin~s of the Execytiye Committee, 
2P• clt., 1969, P• 122. 

31 For meaning of CACI and its subcommittee, its function 
and formation see chapter II, pp •. G0-~3. 

32 Correspondence, FICCI, Federation House, New Delhi, 
1969, pp. 322-23 •. 

33 Secretary-General of FICCI, since 1954, he joined FICCI 
as .Assistant Secretary in 1942 and became Secretary in 
1948, he was member of Lok Sabha during 1952-57 and 
member of the Governing Body or Indian Institute of 
Foreign Trade and Executive Committee of Indian Council 
of World Affairs. 
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and also suffi.cient time be given for those who were interested 

in submitting their comments on the report. 

Accordingly a meeting of the Standing Comm.i ttee of CACI 
34 

was convened by Government on 21 August 1969, to seek the 

views of members on various recommendations of the Committee. 

The FICCI Industrial Development Subcommittee met on 20 August 

to consider the recommendation. The President expressed the 

broad reaction of the Federation's on various recommendations 

·at the meeting of the Standing Committee of CACI held on 21 

August. 

Again on 28 August Goverrment asked the Federation to 

submit in addition 1 ts detailed comments, and views on the 
36 

report. Accordingly the FICCI • s comments were finalized by 

the Indistrial Development Subcommittee at its meeting held on 

16 September in Bombay and subm.itted comments to Government on 
37 

15 September. The Federation in its comments pointed. out 

34 FICCI, Repgrt of the Proceedings gf the Exegutive 
Cgmmittee, op. cit., 1969, p. 113. 

35 

35 FICCI, BeRort of the !ndustrlal Develgpment Subcommittee 
( 1he Subcommittee was reconstituted with s. s. Kanori a 
as chairman, Arvind Narotham as vice-chairman and a 
total of 32 members. During the year there were four 
meetings of the subcommittee held on 24 July, 20 August, 
6 September and 2 January 1970, respectively. All the 
meetings were presided over by s.s. Kanoria. 
FICCI, frgceedln~s ot the SXe~utlve Committee, op. clt., 
1969, PP• 119•20. 

36 FICCI, Correspondence, New Delhi, FICCI, 1969, P• 324. 

37 Ibid., PP• 324-36. 
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certain incongruities in the report and suggested that the 

prime need of the country was development for which licensing 

policies and procedures should be liberalized and bans and 

restrictions were not the answer. As many industries as possi­

ble should be exempted from licensing. Xhe Federation also 

pointed the admi.n1 strati ve and other implications of the pro­

posals to convert loans extended by the financial institutions 

into Equity holding and participation i.n management of assisted 

enterprises. On behalf of the President of Federation Charat 

Ram who attended the meeting of C.ACI on 21 September which 

considered the Dutt Committee Report once again also placed 

before Government the Federation's comments on the recommenda-

tions of the Committee. · 

Taking into consideration the Dutt Committee report and 

comments of FICCI and other interested bodies, the Government 
' . 

of India announced a revised industrial licensing policy 
38 

through a press note issued on 18 February 1970. The main 

features or the policy were: Relicensing of 41 industries 

which were exempted. from licensing, raising of general exemp­

tion limit for the purpose of licensing from Rs.25 lakhs to 

Rs.l crore, delineation of various sectors of industry such as 

core sector, heavy investment sector and middle area industries 

for the purpose of licensing, adoption of the concept ot joint 

sector and the introduction of a separate cr1 teri a tor licensing 

38 'llli H.j.ndustan T1mas, 18 February_ 1970. 



of industries belonging to categories like "larger industrial 
39 

houses" as defined by the Monopolies and Restrictive Trade 
40 

Practices Act of 1969 (MRTP) Act of 1969, and t orei gn eon-

cerns viz., those in Which the foreign equity participation 

exceeded 50 per cent of the total paid up equity capital. It 

was also announced by the Government that in respect of items 

included in Schedule A of the Industrial Policy Resolution of 

1956, development will be exclusively in public sector; that 

in industries like jute and other agro-based items, the coopera­

tive sector would be given preference that certain industries 

would continue to be exclusively reserved tor the development 

in the small scale sector, that Goverr.ament might ven.ture into 

quick matUring projects including consumer goods industries 

and that in respect of industri a1 finance in future public 

financial institutions might stipulate a condition regarding 

conversion of loans into equity in loan agreements. 

Through a notification dated 19 February 1970 Government 

39 Under Section 2(d) of MRTP Act of 1969, 'dominant 
undertakings• means an undertaking which either by 
itself or along with interconnected undertakings -
(i) produees, supplies or otherwise controls not less 
than one-third. of the total goods of any descriptive 
that are produced, supplied or distributed in India 
or any substantial part there or (ii) provides or 
otherwise controls not less than one-third of a:ny 
services that are rendered in India or any substantial 
part thereof, HRT.f, Report, Government of India, 
Ministry of Industrial Development, 1969. 

40 The MRTP Bill of 1967 was introduced 1z1 Parliament on 
18 August 1967 and. referred. to the Joint Select 
Committee afterwards. It became an Act in 1969. 
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announced the raising of exemption limit for the purpose of 

licensing·>~ Rs.l crore subject to the condition that the pro-
. ~~~} ~·· 

posal envisaged not more than 10 per cent of the investment or 

Rs.lO lakhs which ever is less, by way ot foreign exchange 

outlay on capital goods ~mports. · The indu.stries reserved for 

small scale sector and core sectors as also undertakings belong­

ing to larger industrial houses, dominant undertakings and 

foreign concerns would not be eligible to avail of the exemp-
41 

tion. 

The Federation• s concern was expressed by its President 

Ram Nath A. Podar in a press statement issued on 19 February 

1970. He described the Government's decision of industrial 
42 

licensing policy 'a mixed bag•. While welcoming the raising 

of the limit of' the exemption from Rs.25 lakhs to Rs.1 erore, 

he said that qualifications that industries falling under this 

exemption limit will not have any assurance of foreign exchange 

even for marginal import$ of some capital goods not manufac­

tured in Ind1a and raw materials detracts considerably from the 

·usefulness of the new approach of liberalization. He also 

expressed his doubts in regard to the provision relating to 

equity participation by financial institutions. This will not 

only have the effect of freezing some of the funds of these 

41 FICCI, Correspon<ienee, op. cit., 1970, pp. 317-18. 

42 Econgmic Times (BombaY), 19 February 1970. 
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~inancial 1nsti tutions and the borrowing company becoming over 

capitalized but may also shy away prospective investors for 

fear of undue interference and the company coming under the 

control or the financial institutions and/or Goverrment. The 

policy also excludes a large number of business houses from 

participating in the process or industrializing the country • 

The results would be that the experience and expertise and the 

resources of these business houses will be a loss to the 

community. 

The implication of the revised licensing policy were 
43 

considered in detail by the Committee of the Federation on 

4 March. Under another notice Government exempted from licens­

ing substantial expansion of existing undertaking by a maximum 

of Rs.l c~ore subject to the condition that the foreign exchange 

outlay on capital goods. 1 s not more than 10 per cent of increase 

in assets or Rs.10 lakhs which ever is less. ln a press note 
. 44 

dated 13 March, Government also announced that exemption from 

licensing will be applicable to industrial units even where they 

required marginal import of raw materials, except steel and 

aluminium, should not exceed three per cent of the estimated 

· annual ex-.tactory value of production of Rs.3 lakhs, which ever 

43 FICCI, Proceedings ot tbe Executive Committee, op. cit., 
1970, P• 107. 

44 Press Note dated 13 March 1970, issued by the Ministry 
of Industrial Development, Internal Trade and Company 
Affairs. FICCI, ~orrespgn4encc, 1970, pp. 319-23. 
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is less for the purpose of exemption:. Similarly for the pur­

pose of component imports, the phasing should be completed 

within three years from the date of starting production. On 

the recommendations of the Committee, a communication was 

addressed to government on 30 March in that connent1on. In 

another attempt, pertaining to simplification of licensing 

policies and procedures under t-iRTP Act i FICCI organized a 

seminar on ''Industrial Devel'opment: Its Challenge and Poten­

tial! tytt on 21 November 1970. After the seminar, the President 

D.C. Kothari, along with the Secretary-General and Secretary 

met B.D. Pande, Secretary of the Mi~stry of Industrial Develop­

ment. At this meeting the latter was appraised of the various 

conclusions reached by the seminar. 

On 19 January 1971, the Ministry of Industrial Develop­

ment forwarded to the Federation a background note on simplifi-
45 

cation of the licensing procedures. The note outlined certain 

alternative methods of reducing delays in licensing w1 thin the 

framework of existing licensing policy. The point for consi­

deration of industry included, among others the stipulations 

that the Licensing Committee should consider cases within a 

specific period of three months even if no chances were forth­

coming from the. concerned departments and ministries and 

45 Back~~und Ngtes on Simplificat1gn of Industrial 
Ligensine Procedures, Beseargh an4 Deyelopment, 
FICCI, CorrespQru;).fUls;i., op. cit., 1971, PP• 217-19. 
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secondly that the practice of preparing detailed summaries of 

consideration of Licensing Committee. be discontinued in order 

to save time. The note was circulated among the consti t.uents 

for their views and on the basis of this a memorandum was sub-
46 

mitted by the Federation to the Government on 22 April 1971. 

The main points made in FICCI • s memorandum were: 

Entrepreneurs intending to set up industrial ventures 

and. expand are required to go through various stages of adminis-

trative.clearances such as letters of intent licensing, colla­

boration, imports, foreign exchange clearance, MRTP Act clearance 

wherever these were involved. It took about two to three years 

period for completing all these formalities. It was therefore 

necessary, to attempt at simplification of all the varied pro­

cedures. The stress should be to enlarge the area of exemption 

tram licensing subject to certain clear-cut guidelines and cri­

teria such as· location of industries, foreign exchange compo­

nents and raw materials permissible, etc. The various clearances 

a.t present follo'W'ed step by step and separate processes one 

following the other where industries -were not eligible for 

exemption, the effort should be made to give simultaneous 

clearance to applications. It was also suggested that the 10 

per cent limit on foreign exchange outl~ on capital goods and 

46 FICCI, Correspondence, op. Ci't., 1971, pp. 230-41. On 
23 April these suggestions were also forwarded to 
Ministry of Industrial Development, Ministry of Company 
Affairs, and also the Secretaries of various Departments/ 
Ministries concerned with the subject. 
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3 per cent limit on import of raw materials prevented even some 

smaller units from availing of exemptions from licensir1g and 

therefore should be released. The .ide a should be to exempt from 

the need to get prior sanction in respect of each and every 

aspect of the scheme. A single mini.stry or department should 

be made responsible for clearing applications and all applica­

tions should be disposed of within a period of 8 weeks. In 

regard to imports greater reliance be placed on tariffs as 

against quantitative regulation foreign collaboration approvals 

shoUld. be subject to certain guidelines and should be speeded 

up. Tne procedure for intercorporate investment should be 

simplified in order to facilitate more fruitful investment in 

expansion of new units. 

n1e suggestions of the Federation were considered at the 
47 

meetir~g of the Central Advisory Council or Industries on l2 May. 

The meeting 1ms attended em behalf of the Federation by the 
48 . 

President s•s. Kanoria, and it was presided over by the minister 

for ir1dustrial development, f.ioinul Haque Choudhury. The dis­

cussions cer1tred round simplification of industrial licensing 

procedw:·e s ar1d industrial research and development. The notes 

· 47 FICCI, froQeedin&s of the Executtye Committee, op. cit., 
1971, pp. 110-12. 

48 Managing Director, Kanoria. Chemicals and Industries Ltd. 
and Director of Ratnakar .Shipping Co. Ltd.; lndi\a Jute 
Company Ltd., New Gujarat Cotton Mills Ltd. and others. 
He was President of India~n Chambers of Commerce (Calcutta) 
Indian Sugar Mills Association, Indian Council of Arbi­
tration and President of FICCI, 1970•71. 
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submitted by the Federation on these two subjects were also 

placed before the meeting. Kanoria suggested that Goverrment 

should liberalize licensing and a procedure for simultaneous 

clearance of applica.tion be adopted in order to avoid the de­

lays involved in stage by sta.ge process of consideration and 

disposal of licences, imports, collaboration, etc. It was 

also necessary to allow existing units to expand and diversify 

since in many cases production could be considerably increased 

. by installation of balancing equipm.€lnt, there should not be 

any need for prior government sanction in the case of private 

sector participatiorl on a minor! ty basis in projects licensed 

in the name of State Industrial Development Corporations. 

After the meeting the President submitted the note on simplifi-
49 

cation of licensing procedures on 21 May 1970 to B.B. Lal, 

Secretar7v, Mi11.i stry of Industrial Development. 

Further efforts were made by FICCI at the thirteenth 

meeting of the reviewing subcommittee held. on 22 June 19?1, 

under the chairmanship of Bashir Ahmed Sayeed.. When, FICCI 

President s .. s. Kanorin suggested that the only way to speed up 

the disposal of appl!ce.tions rece1 ved by Governm.ent was to raise 

the exemption limit for licensing and to liberate licensing 

without reference to the Licensing Comm:l.ttee in the ·case of 

applicatior1s envisaging investment up to Rs.5 crores. Licensing 

was only the first major step towards establishing industrial 

49 FICCl, CgrrespogdenQe, QP• c;(.,t., 1971, pp •. 242-7. 
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units, what wa.s more significant was the basis on which effec­

t! ve steps tt.rere taken. He said that establishment of industrial 

capacity would be greatly speeded up if the simultaneous proce­

dure tor clearance and disposal of applica.~iorls was adopted. 

So to convince goverr~ent authorities about the need tor 

liberalization of industrial 'policy, FICCI organized a seminar 

in collaboration with the Burettu of public Enterprises on 30 

and 31 August on ·•Maximization of Capac1 ty Utilization and 

Productivity • at New De);h1. The seminar was inaugurated by 

Moin.ul Haque Choudhury, Minister for Industrial Development. 

About 200 delegates trom Governnent, pri vete and public sector 

undertakings and financial institutions, participated in the 

seminar. 

All the e.fforts made by FICCI regarding the liberaliza­

tion of licences came true at a meeting of the CACI held on 10 
50 

November 1971. When the Minister for Industrial Development, 

Moinul Haque Choudhury said that Governm.ent had taken a decision 

to permit existing units to increase production by 100 per cent 

ot their licensed capacity and those units which had been 

licensed on single shift or double shift might be permitted to 

operate on maximum capacity utilization basis. Following this 

ennouncement, Governm.ent of India in a press note dated l ·January 

1972, announced various steps on that behalf. In respect of 54 

50 FICCI, fros;eedim:s ot the E;tecutiye Committee, op; cit., 
1971, pp. 109-10. 
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51 
important industries, it "'as decided to allow additional pro-

duction to the extent of and ·subject to the condition, viz • 

(a) wherever licences issued to a party was mentioned a certain 

capacity specifically on the basis of one or two shifts working, 

the party would be allowed to increase its licensed capacity on 

the basis of maximum utilization of plant and machinery and 

(b) in other cases the present relaxation up to 25 per cent of 

licensed capacity had been enhanced to 100 per cent. 

In a press communique issued by the FICCI President s.s. 
52. 

Kanoria, on 3 January 1972; welcomed the decision of the 

Gover~~ent and also urged upon Goverr~ent to take speedy action 

to dispose of the applications pending before them and also 

quickly to sanction those which would be forthcoming in future. 

Further Government in another at tempt to simplify the 

licensing procedures announced through a press note on 19 Februar; 
53 

1972 the establishment of a 'Task Force• to consider cases 

regarding endorsement for higher capacity from larger houses and 

foreign major! ty concerns which were not eligible for automatic 

endorsement of higher capacity as in other cases. Along w1 th 
54 

that, through a press note dated 3 October government added 11 

51 Industries listed in Annexure I - FICCI, Cgrreapondenc;e, 
op. cit, 1971, pp. 258-9. 

52 Indian Express, 3 January 1972. 

53 Econqmig Xtmea, 19 February 1972. 

54 Press Note issued by Government of India, Ministry of 
Industrial Development, New Delhi, Indian Express, 
4 October 1972. 
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more industries to the earlier list of 54 eligible for increas­

ing capacity by 100 per cent or maximum utilization basis. 

Commenting on Government's decision in a communication 
55 

dated 9 March 1972 to the Secretary of the Ministry of Indus-

trial Developmentt the Federation pointed out that the.indust­

rial licensing. procedure was ·still a major factor retarding the 

growth of industry even though goverrment had liberalized the 

procedure for capacity utilization in 54 specific industries, 

there were still many aspects in the licensing procedures which 

stood in the way of the rapid revival of industrial activity. 

Therefore some rethinking on licensing and relat~d procedures 

was necessary. · It was suggested inter .al1Jb that considerable 

time could be saved if licences were issued· straightway 

instead of letter of intent in all cases in Which no foreign 

collaboration and capital goods imports were involved. The dis­

posal of applications could be speeded up if increasing resort 

was made to the practice of conducting across the table discus­

sions. Government should review the feasibility of increasing 

the exemption limit for licensing to Rs.S e;rores and that the 

definition of assets tor the purpose ot licensing policy should 

be the same as adopted tmder the MRTP Act. 
56 

Again FICCI got success when on 2 February 1973, Govern-

ment arJllounced a number of decisions through classifications on 

55 FICCI, Qgr:responQ,ence, op. cit., 1972, pp. 212-14. 

56 Ibid., 1973-74, PP• 37-42. 
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industrial policy and licensing under the Industries (Develop-
57 

ment and Regulations) Act. In a press note dated 2 August, 

Government announced the revised·procedure for registration of 

industrial unit with the Directorate-General of Technical 

Development (DGTD) or othe.r concerned technical author1 ties. 

This procedure was applicable to ell undertakings which were not 

required to obtain 'an industrial licence but required on import 

licence for capitel goods, for approval of foreign collaboration 

should first obtain capital_goods clearance and foreign techni­

cal collaborati9n approval prior to applying for registration 

with the concerned technical authorities. In addition to that 
58 

Government took ar1other decision on 31 October 1973 in regard 

to the schemes enVis.aging investment up to Rs.l crore, the 

entrepreneurs would be permitted to apply stra1ghtaw~ for capi­

tal goods import licences if involved irrespective of the value 

or such import without having to get a letter ot intent in the 

first instance. Govermnent also announced the formation of a ~ 
r' 

combined secretariat for 'Industrial Approvals and Project 
. 59 
Approval Board 1 in order to .facilitate simultaneous considera-

tions and disposals of industrial application envisaged in 

57 Press Note issued by Governm.ent of India, Ministry of 
Industrial Development 011 2 August 1973. 

58 Press Note dated 31. October l973.issued by Ministry of 
Industrial Development, New Delhi. FICCI, Correspondence, 
op. cit., 1973-74, pp. 65-71. 

59 The project approval Boards and other approval committees 
will be supervised.by a Secretariat for Industrial Appro­
val (SIA) which has been formed as a separate division in 

(Contd. on next page) 
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various clearances, like letters of intent, foreign collabora­

tion, capital good, MRTP clearances, etc. The disposal would 

now be based up time bound programme under which Central Govern­

ment licences and foreign collaboration proposals would be 

issued within 90 days of the receipt of application in each case 

in MRXP cases, the clearance will be given within 150 days and 

a target time of 120 days was laid down for clearance of compo-

site cases. 
60 

The President of FICCI, Charat Ram reacting to the pro-
61 

cedural simplification announced on 31 October 1973 by Govern-

ment expressed the hope 'that the new set up for consideration 

and disposal ot applications would substantially cut down delays 

and thereby help accelerate the process of industrialization. 

It appears from the decision of the Government on step 

by step liberalization of Industrial Licensing Policy ns ... a-vis 

FICCI' s approach, that (1) There is regular contact or link<-

the f.finistry of Industrial Development. The SIA will be 
responsible for receipt of applications, processing them 
through the concerned approval committees and for issu­
ing of final orders of goverunent in each case to the 
applicant within the prescribed time limit. It will 
also monitor the implementation of approvals by entre­
preneurs and assist them in procedural matters. 

60 Managing Dlrector, Cloth and General Mill Company Ltd., 
Delhi, has held managing responsibility tor Chemical 
Division of DCM since 1942; Director, Bharat Steel Tubes 
Ltd., Tamil Nadu Chemical Products Ltd. He was President 
of .FICCI in 1973·74 and member of Board of Trade, Govern­
ment of lnd1 a, Governing Bodies of Indian Institute of 
M.anagement, Ahmedabad Administration College of India, 
Hyderabad and Sri Ram College of Commerce, New Delhi • 

. 61 l1Jdi an E;xpre~Hh l November 1972. 
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between FICCI and Government. (2) That FlGCI applied all the 

formal channels (that· is by atter1ding the CACI meetings, by. 

personal contact with the Minister, the Secretary of the Minis­

tries and by organizing seminars and issuing memoranda) and con­

vinces Government of its point of view. (3) As the private 

sector contributes 90 per cent of the production, Government 

could not consider the private sector as pariah and also by 

li beraliz'ing the licensing policy will not affect 1 ts party 

position. 

r;. lbe Case of G,e,neral Insuranea 

Similarly on the issue of nationaliza.tion of general 

insurance FICCI maintained its contacts with the goverrun.ental 

·authorities on various levels. Even before nationalization of 

general insurance, the .aQ ~ committee of the FICCl met the 
62 

represent a.t1 ve s of the General Insurance on 10 January 1970, 

and discussed with them the question of nationalization. In 

view of the discussions held the Federation circulated to the 

Members of Parliament a note indicating the adverse impact of 

nationalization of general insurance. The President of Federa-
63 

tion also addressed a communication dated 15 JaJ!uary 1970 to 

R.K. Khadilkar, Minister of State in the Ministry of Finance, 

suggesting that before any drastic step was taken, Government 

62 FICCI, Proceedings ot the Executive Committee, gp, s-;it•, 
1969, . pp. 60-61. 

63 fil'J.an91al IDtprgss Bureau, 17 February 1970. 
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should appoint a commission to enquire into the 1 ssue. The 

President pointe~ out that nationalization of general insurance 

would be uneconomic to government and injurious to the insured. 

In support of his contention, Ram Nath A. Podar mentioned 

four important reasons: 

Firstly, there 1 s no reason why General Insurance parti­

cularly after the imposition of social control should i'nvi te 

such a drastic step. The economic factors involved. are clear 

and more or less well known. 

Seconc.Uy, General Insurance constitutes a very small 

segment of economy and involves at present an investment of 

about Rs.6l crores. These resources already been invested in 

various types of securities in accordance with the regulations 

laid down by the goverrdnent. This business which is handled by 

130 companies fetches a- profit of less than Rs.3 crores per year. 

Thirdly, in the field of General Insurance, there is keen 

competi t1on and ther~forec the service to the clients has been 

efficient. In the last fifteen years for instance the premium 

rates have been reduced four times involving a net reduction or 

40 per cent in case of five rates, 30 per cent in case of marine 

rates and 10 per cent in other cases. It 1s worth noting that 

in this period the life insurance has not made any similar 

reduction. 

Finally, nationalization is probably .L ; l~ss harmful when 

the service that is rendered is more or less uniform and 1 s not 
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personalized in character. General Insurance unlike life insuranc 

is complicated business making each claim a potential case of 

litigation. Beside7 General Insurance with its limited business, 

has to settle about 5 lakh claims a year as against 2.5 lakh 
64 

claims by life insurance. 
65 

In another communication dated 15 July 1970 addressed 

to Y.B. Chavan, Minister for Finance, the President, D.C. Kothari, 

said that general insurance was by no means a cruel al sector of 

the economy to call for complete ownership of Government. So in 

spite of keeping links on all levels of goverrmental. author1 ty, 

FICCI failed. to convince the government of its point ot view on 

the question of nationalization of general insurance and by a 

presidential ordinance promulgated on 13 M~ 1971, the management 

of all general insurers - Indian as well as foreign - doing busi­

ness in India was taken over by government. 

:Ihe Finance Minister Y.B. Chavan, told newsmen, ''we are 

taking one more step to imPlement the mandate of the people. 
66 

This was one of the major planks of our election manifeston. 

Industrial and business circles were taken by surprise 

by the anrloWlcement on nationalization of general insurance. 

President of' FICCl said in a Press Note, that the takeover of 

64 A similar communication was also addressed to P.C. Sethi, 
Minister for Revenue and Expenditure, Government of 
India, New Delhi. 

65 FICCI, Correspondence, on. cit., 1970, p. 114. 

66 Times ot Indi fh 14 May 1971. 
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general insurance 'cannot help achieve t the priority objectives 

of providing employmen.t and giving a better deal to the poorer 

section of the community. The decision had come as a 'surprise 1 

particularly in view or the· fact, there were a number of more 

pressing issues before the people and the government, s.s. 
67 

Kanor1a said. 

Further he stated 1 t would not only pl. ace unnecessary 

addi t1onal burden on the tinan.cial and administrative resources 

of government but also 'adversely affect • the climate of foreign 

investment. 

The Ordinance promulgated provided tor the payme11t ot 

compensation to insurers whose management had been taken over. 

The Bill was passed by the Parliament on 30 May 1972 and was 

referred to the select committee on 31 May. 

In order to get favourable decision or1 the quantum or 
compensation, which was to be decided by the Joint Select Com­

mittee set up by the Parliament, FICCI made its first attempt 
68 

in 1 ts communication on 13 July to the chairman of the Joint 

Select Committee on General Insurance (Business) Nationalization 

Bill, 1972. The Committee drew the attention of the Joint 

Committee of Parliament on certain basic issues relating to 

nationalization. One of the issues related to the nationalizatio: 

67 figonomie TJ,mE;Uh 14 May 1971. 

68 FICCI, froaeegin&s of the Executive Committee, op. git., 
PP• 67-68. 
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was the quan.tum of compensation that was ~aid to those who ware 

dispossessed ot their interests in industry or business. Accord-
it 

ing to FICCI.{should be just fair and equitable failing which 

investment in industry would be seriously affected. The Committee 

also made the point that tbe shareholders of the General Insurance 

Companies should, in all fairness be paid some additional amount 

towards goodwill of the companies. 

Subsequently on 18 July 1972 1 the following representation 

of the Federation gave evidence before the Joint Committee. 

Madan Mohan Mangaldas, Charat Ram, Tulsidas Kilachand, Ram Nath 

· A. Podar, s. Naray anaswam.y, G.L. Bansal, P. Chentsal Rao and 

N. Kr1shnamurt1. 

During the course of evidence the representation amplified 

the points made in Federation • s memorandum .regarding the quantum 

of compensation. 

As a result of pleadings of FICCI representatives and . 
after considering other needs of industry, the Joint Select · 

69 
Committee recommended ~P. additional Rs.5 crores by way of com-

pensation to the Indian Insurance Companies. The report' of the 

Committee w~s presented to the Lok Sabha by Darbara Singh, the 

Committee Chairman and afterwards passed by both the Houseso:f 

Parliament. 

Keeping in view the correspondence between FICCI ana 

Government, on issues of nationalization of banks and General 

69 Hindus~an Times, 22 August 1972. 
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Insurance 1 t appears. that FICCI could not persuade the govern­

ment to revise its decision because (1) the issue of banks 

nationalization was detini tely related. to the internal power 

struggle in the party; and (2) there was strong pressure from 

the lett.:..wing of Congress Party members, for implementation of 

the policy, step towards socialism, along with this position 

of Congress Party in Parliament was also weak. All these events 

compelled the Government to take the major decision. Regarding 

nationalization of General Insurance, Congress Party wanted to 

implement the Congress Party Resolution of 1969, and to build 

the image of ·Congress Party. As is clear from Y.B. Chavan, the 

Finance Minister's statement of 14 May 1971. 

But on the issue of compensation to be paid to 'those who 

were ~ispossessed of their property, FICCI got success in con­

vincing the Goverrilllent of its view. 

In conclusion 1 t can be said that FICCI will be least 

influential on tundamen.tal issues of policy which are central 

to the programme of party in office, in other words, although 

it has not been able to influence some non-controversial economic 

issues and has made some success in delaying and modifying legis­

lation, it has had almost no effect on maJor symbolic redistri­

bution issues, like Banks nationalization and nationalization 

of general insurance and creation of large scale public sector. 
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It would seem from the foregoing discussion that FICCI 

is r1ot concerned with public policy in its entirety. It is 

concerned almost exclusively with influencing regulatory and 

developmental policies of the Government. It would also seem 

that it has succeeded, albeit moderately in regard to distri­

butive issues. It has had no success worth mentioning in 

influencing the redistributive policies of the Goverr~ent. It 

has n.ot taken any explicit interest in foreign policy though 

its concern for import and export policy and the international 

market might justify its manifesting an. interest in foreign 

policy also. 

Why has FICCI not been able to block or even modify a 

redistributive policy? Why has it failed completely in its 

endeavours in this direction? There are· various reasons to 

account for this tact. Fi~st of all there is the indecision 

within the FICCI itself. Secondly, the Government is more 
. 

anxious to burnish its own popular image than to oblige the 

business. Thirdly, FICCI has not taken pains to present its 

case before the Pri.me Minister in proper perspective or press 

the merits of its case on appropriate occasions. Lastly, FICCI 

has not organized effective lobbying at the Congress Party 

level, at the ministerial level and in Parliament. 

To cite an example, it could not delay or modify the 

decision to nationalize life insurance and general insurance, 
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although it was the basic programme of the party in power during 

the 1950s to bring all major credit facilities under Goverrment 

control. It could not stop the levy of a variety of taxes on 
-~ 

wealth~ income, expenditure etc. - taxes levied with a view to 

raising the resources needed.tor development and redistributing 

income in fulfilment of the Congress Party's commitment to socio-
:··l" 

econom1c change. At the various party se~ssions the Congress 

has committed itself to socialism, development and distribution 

of wealth and resources. It is not that the Government raises 

such redistributive issues on its own. The Government does so 

under pressure. Distributive justice enables the Government to 

make a bid for public support and secure a new &se of life. 
/ ' 

l.wnat FICCI can do at best in the circumstances is to convert a 

red1stribut1v~o e regulatory one. In such efforts it should 

so proJect 1 ts aims as to make them seem not incompatible with 

the interests or the nation rather than merely self-serving. 

Sometimes to safeguard business interest, FICCI finds it advan­

tageous to support the Government in. exercising greater regula­

tion and control and thereby delay total nationalization. For 

example, on the issue of nationalizatt.on of banks and general 

insurance, it threw its weight behind the,policy of social 

control, thinking it to be better than total nationalization of 

banks. By backing the Government in choosing a regulatory policy 

rather than the policy of total nationalization, FICCI succeeded 

in preventing total loss of business control over credit. It has 
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generally succeeded in convincing the Government of the need 

to make credit allocation through a committee ·or experts, so 

as to avoid (or steer clear of) any possible opposition from 

members·of the ruling party on the basis of their party prog-

rammes·. 

In areas other than redistributive policy issues, FICCI 

has been somewhat more successful in modifying or delswing 

Government action it not in blocking 1 t altogether. It is true 

that 1 t could not stop the enactment of the Industries {Develop­

ment and Regulations) Act of 1951, which almost brought all 

private sector activity under strict Government regulation and 

control. Hotiever, 1 t did succeed in getting some useful modifi­

cations introduced in the Industrial Licensing Policy and Proce­

dures. While discussing the issue of liberalization or the 

industrial licensing policy in the third chapter we have seen how 
1 

by using all formal channels ot access FICCI succeeded to a 

large exten~ in persuading the Government of the need to liberal­

ize industrial licensing policies and procedures. 

It is generally accepted in India that FICCI is the only . 
apex business organization capable of taking bold action and of 

establishing continuous day-to-day contact with the Governmental 

authorities at all levels. How far it has been able to exploit 

l That is by keeping personal contacts with the Ministers 
and with the Secretarie.s ot the Ministries, attending 
the CACI meetings, submi ttin.g memoranda to the Government, 
and organizing seminars on the subject. 
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its access to the Government and the decision-makers, it is hard 

to tell. There are some internal (organizational) and external 

(systemic) restraints which inhibit its functioning. Industrial 

business houses have been successful in 'gair1ing for themselves 

specific distributive benefits directly from the Government, but 

business collectively has not been able to influence the direc­

tion of public policy in India effectively. 

;<foes FICCI possess adequate persuasive machinery to cope 

with its task of influencing the Government? FICCI has impres­

sive headquarters; it owns a stat£ ot professional analysts; and 

yet their level of professional knowledge is completely inade­

quate. The leadership in FICCI, right from its inception has 

been in the hands or individuals noted for their big economic 

holdings rather than for their personal and professional compe­

tence. Speaking generally, the leadership has so far been lack­

ing in adequate articulation. The process by which the leader­

ship is .selected is clearly designed to perpetuate oligarch.Y. 

Naturally selfish interests take precedence over collective 

leadership and the organization's interests. All the contacts 

ot the leadership with the Government and the larger society 

seem to be calculated to project the particular point of view 

of this oligarchy rather than the point or view of the business 

community as a whole. For example, the leaders or the Federation 

have often kept themselves busy with the problems relating to 

jute, tea and textiles and completely ignored the general develop­

ment ot big and small industries. No wonder, therefore, that the 
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FICCI leadership has had to face strong opposition from a 

~r1ty group which wants to emphasize the need to project a 

united stand. As a result, FICCI underwent a major re-organi­

zation in 1962.. This was followed by some other changes in 1971. 

These changes were meant to curb the power of large houses to 

exercise large control through their financial contributions 

and the voting power of associate members. 
2 

One may agree with Kochanek when he says that most mem-

bers of Parliament have reservations about the lobbying practices 

of business. This is, however, a situation for which business 

itself must take the blame; for, generally speaking, it is true, 

as fvlembers of Parliament often allege that most of the material 

suppliecl by business associations is one-sided, unimaginative, 

and easily refuted. Why must FICCI use "a bull-headed approach'' 

and attack every clause or a legislation? It should display 

discrimination and choose its targets carefully. It should con­

centrate on those aspects which hurt business interests and be 

specific as regards the clauses to which it is opposed. It is 

also true that the memoranda and reports and other material that 

FICCI supplies to Members or Parliament are much too bulky and 

contain a good deal of redundant and unnecessary information. . 
wiJ£ 

Members of Parliament are already floode~a variety of literature 

on the legislative business before them, and they hardly have 

the time or the patience to read the material supplied by the 

2 Kochanek Stanley A., op. cit., pp. 266-64. 
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FICCI. FICCI should, therefore, prepare its material carefully, 

highlighting the areas where its interests needed protection and 

summarizing or eliminating altogether the other portions. The 

business associations must exert themselves much more imagina­

tively if they wish to the most of the lobbying opportunities 

available to them in Parliament and outside. 

We now pass on to a consideration of the particular cri­

ticism made of the operation ot FICCI as representing business 

in India. 

/FICCI organizes every year a valuable annual meeting in 

which the resolutions of member bodies are presented, a meeting 

of chamber secretaries 1 s held, elections are conducted, and 

important resolutions concerning FICCI as a whole are adopted. 

Apart £.rom this function, FICCI acts on a dey-to ... day basis 

through its representatives on a variety of bodies. It has, on 

the whole, successfully resolved the controversy over the ques­

tion of representation of different States. However, a number 

of complaints are still heard. We may cite one such complaint 

by way of illustration. K. Sundaram, President of the Indian 

Chamber of Commerce, Coimbatore, stated on 27 June 1965, that 

FICCI was not able to render eftecti ve service to all of 1 ts 

constituents. He proposed the formation of a Federation of 

Chambers of Commerce in all the tour Southern States and the 

creation of inter-connected chambers at town, district, and 

State levels~ FICCI has not been able to do much through its 
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liaison officers posted 1n different States or through the 

zonal meetings of' the secretaries of important chambers which 

1 t has enco111:"aged. It FICCI is to play a role in modern plann.­

ing, information collection, and overhead development it must 

go all out to encourage spec1lization and co-operation among 

chambers and rationalize its regional covera.ge. Its role in 

guiding industrial associations may have to be even more deci­

s1 ve and 1 t would have to take into account any negative prohi­

bition that the Monopolies Commission may lay down as well as 

initiate positive measures on the basis of' the recommendations 

of the industries concerned so as to develop a sense of partici­

pation in those industries. 

2\ In gene:ral one may summarize the role of pressure groups 

in a political system by saying that the influence of any pres­

sure group and the part played by the pressure system as a whole 

depend on the genf.:ral policy of the Goverment, the parties in 

Parliament, and the structure or Government. When a party is 

permitted consti tut1onally and administratively to exercise 

effect! ve guidance over the general conduct· of Government and 

over the formulation and implementation of decisions, it tends 

to affect pressure group participants in different wa,ys and in 

varying degrees. Our study shows that pressure groups are least 

influential on issues of policy which clash with the programme 

of the party (or of any coherent coalition of p.arties) in office. 
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