ROLE OF PRESSURE GROUPS IN THE PROCESS OF
'DECISION MAKING : A STUDY OF THE FEDERATION OF
" INDIAN CHAMBERS OF COMMERCE AND INDUSTRY.

A DISSERTATION SUBMITTED IN PARTIAL FULFILMENT
FOR THE REQUIREMENT OF THE DEGREE OF MASTER
OF PHILOSOPHY OF THE JAWAHARLAL NEHRU
UNIVERSITY SCHOOL OF SOCIAL SCIENCES,

» " NEW DELHI.
1976.
( MISS  JITINDER KAUR )

CENTRE FOR POLITICAL STUDIES
SCHOOL OF SOCIAL SCIENCES,

JAWAHARLAL NEHRU UNIVERSITY

NEW DELHI
1976.



DECLARATION

Certified that the material presented in this digserta-
tion has not been submitted for any other diploma or degree of
this or any other University.

Lahad oS

Supervisor /&xl¥

Mubuv(.
L Candidate

Chairman of the




Chapter 1

Rppepdixt

Chapter 1I

Chap ter III

Conelusion

Bibliography

CONTENTS

Preface
introduction
The Federation of indian Chambers of

vommerce and Industry {Fluui): Anatomy of
an Organizations

A, Aimg and objectives ot FICCI,
‘B, The Pra«Indépendanne‘Pariod_Evolution

and;?elicies.

C. Membership and F‘inancial Resources of
FICCI,

_D, The Power-gtructure end Patterns of

Decision.Making in  FICCI,

B, Ahalysie of the Socio.Bconomie backe
ground of FICCI Presidents,

fEnterprise and Economic ChangeMsa Review..

Teehniques;hTargets and Channels of Influehce.
4, FICCI and Parliement
B, FICCYI and The EBxecutive

Limits of Influences Case Studies,
The Oversll Political Situation,

FICCI and Soelal Centrol over Banks Credit,

FICCI and Kationalization of Banks,
Evolution of Industrial Licensing Policy,
FICCI and Industrial Licensing.

FICCI and Nationalization of Genersl
Insurance, .

Page

1«10

11 - 45

46 « 51

52 « 67

68 « 111

112 - 118
119 - 125



PREFACE

This work is the outcome of research carried out in
partial fulfilment of the requirement 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-
making. Thus the Federation of Indian Chambers of Commerce
and Industry (FICCI) - an organized business organization,
have been taken up for investigation. 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 played by FICCI in the decision-making process. It
is preparato:y to a larger study and consequently the conclu~-
sions presented here in are tentative in extreme.

I should like to acknowledge the help and encouragement
received in the preparation of this study. I am grateful to
the Indian Council of Social Science Research for a doctoral
fellowship that has made it possible for me to undertake
research and to the Centre for Politicsl Studies for providing
faeilities 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. Whmy 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 suggestionss I wish
also to thank the Staff of the FICCI, especially the Library
Staff under Mr. V.K. Majumdar, who was helpful and patient in
assisting me in the use of their reports and newspaper files.
Needless to say, 1 anm alonq responsible for the many weaknesses

from which this study admittedly suffers.



INTRODUCTION -

The politicsl system resolves conflict in society by

responding to diverse interests reflecte& through demands.
Many of these demands upon which the political system agts
are initiated by interest groups. Thug Interest Groups ere
an integral part of a political system, they express the needs
of many segments of the soclety and exert pressure at various
levels of the decision-making process. Because of their close
relationship with all elements of the social system, pressure
groups are a very effective vehicle for expréssion of demands.

»Thevstudy of the existence and operation of pressure
groups in every political system, whether democratic or totali-
tarian, advanced or developing hés recently emerged as a sub-
ject of great interest owing to the fact that it highlights a
new aspect of relationship between individuals organized in’
groups and the state. Everywvhere today ‘'interest groups' have
been recognized by scholars and political'analysts as critical
centres of power in the political process. It would be fair to
say that Lord Bryce.in his days lald stress on "parties as the
great moving forcees" of poligics but today interest groups would
certainly share this status.

1 'Interest Groups' and 'Pressure Groups' have been used
interchangeably.

2 Eldersveld Samuel Jo, Amzz19an_In&sxas&.ﬁznnnsxma.suxxez

in Betty H. AT

: (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 its
connections with history and ethics. It has moved closer to
the disciplines of economic¢s and sociology. 4 new meaning of
politics has come into use whereby it is regérded ag a process
by which social values are authentically allocated.  Such en
approach regards politics not merely as a science of sgtate and
Government in the traditional sense of the term, it implies the
proeess of decision-making. Since these decisions are made as
a result of group conflict it’stretches its scope of study to
all such groups thét are involved‘in the process of 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’'definition of politics is furnished
by the exponents of this theory which can be stated as the |
Group Theory of Politics'.

For Arthur F. Bently, the exponent of the 'Group Theory
of Politiecs'y the study of politics was the study of action
‘siming at the realization of interest; action is manifested in

- groups ang inter-group conflict. So group activity is interest

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

3 See Easton Davld, .
State of : anee (Caleutta, Seientific
Beok Agency, 1971), specially pp. 129-41,

4 R+C. Macridis, "Interest Groups in Comparative Analysis”,
dournal of Politics, 1961, pp. 25-45.



1nd1v1duais are facts, groups are facts, but individual cannot
affect Government except through groups. Therefore, thesprocess
of Government must be studied wholly as a group process. The
basic proposition is that indivi_duals are held together in groups
by interests. The existence of a group depends on an interest
held in common. -The group exists to get something, its exis-

// tence is activity therefore 1t ‘presses' on its envirorment which
is in part nan-—lmman.6 For David Trumany; an interest group is
'a shared attitude' that makes certain claims upon other gronp’
in society. 4 political interest group is one, "that makes
claims ihrough or upon: the institutions of Government".? Accord-
ing to Hafcld D. Lasswell and Abrsham Képlan, a .grcub is an
‘brganiszed éggregate*‘ and an intereét group is an "interest aggre-
gate™. Charles B. Hagon in attempting to reduce problems of
political science to "their simplest terms and the smallest
numbers of explangtory principles™ defines a group as "activity

of human beings". Later on Harry Eckstein, following Bentley

5 W.J M. Mackenzie, "Pressure Groups: The Conceptual Frame-
work”, Political Studieg, vol. 3, 19585, pp. 251-2.

6 Ibld.

David B. Truman, JIhe Govermmental Process (New York,
1951)’ Pe 37.

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

9 Charles B. Hagon, "The Group in Political Science", in
_ Roland A. Young, edo’ .
(Evanston, 1958), pp. 38~51; especially pe. 51.
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and others sald that, "if we say that politics involves the
making of decisions, the décisions are made as a result of
group conflict, that groups are the same thing as interests,
that both groups and interests are mass of activity, then we
say merely that politics is activity".lo |

On the basls of the vast literature available on the
subject one can define a pressure group as an aggregation of
individuals which attempt to influence policy output by making
demands on the political system;_ The demands expressed by the
group reflect the common goal uniting individuals 1h that group.
In every soclety whether democratic or tetalitarian, these
groups seek to influence public policy in 2 desired direction
without being ready to accept the responsibility of public
office as well as by declining to hold direct responsibility for
. ruling the country. In other words it ;é employed to refer to
any organized group which attempts to influence Goverrment deci-
siohs w@tho&i seeking itself to exercise formal powers of
Government. The latter part of the definition is intended to
distinguish a pressure group from a political party or a cons-
piratbrial group while the stress on organization distinguishes

it from a mob or other spontaneous collection of individuals.

10 Herry Eckstein, 28_Th he .
P =) s in Eckstein and Apter, eds., Compara-
Live Politics (New York, Free Press, 1963), pp. 389-90,

11 This is virtually identical with other widely accepted
definitions. See for example, H. Eckstein, Pressure
Group Politicg (London, Allen sand Unwin, 1960), pp. 9-11.
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It should be noted that much of the interest group 11te§§-
ture till now has focused mostly on developed western nations.
There are various reasoﬁs to account for this fact. Firstly,
meny political scientists believed that any extension of such
studies to less developed socleties whose predominant activity 13
is agriculture would require a search for functional equivalents
and secondly it was also felt that in such societies the politics
of influence would originate in pressures from family or cliques,
uﬁlike_in west where the pressure is generated through interest
groups in the shape of a complex, bureaucratized assoclations.
Hence in some developing countries the existence of such groups
was ignored. A careful study of the business in India (as a
pressure group) would call for a radical change in many of these
assumptions. o

In India since the beginning of the present century,

National associations representing both foreign and indigenous

12 Studies of Business groups like of Joseph La Palombara,
: in Italis ics (Princeton, Princeton
University Press, 1964), Gerhard Brunthal ,
(Ithala, Cornell University
Press, 1965); Henry W Ehrmann,
France (Princeton, Princeton UnIVersity Press, 1957); S.E.
Finer, "The Federation of British Industries”, »
gﬁggxgg vol. 4, 1956, pp., 61-82; Herman Zeigler, Ioterest
(Englewoed Cliffs, N.J., Prince-
ton Hall, 1964); Stewart J«Dey Bpitish Pressure Groups
(foord, Clarendon Press, 1958), Allen Potter, Organlzed
(London, Faber and
Faber, 1961); H.H. w1lson, Pressure Groups: The Campaign
for Commercial Television, Martin Seeker and Warburgh Ltd.,
London, 1961 have focused on the west except the study
made by Chitogshi Yanoga,
(New Haven, Yale University Press, 1968).

13 Almond Gabriel A. and Powell Bingham G.y Jre,

A_Developmen Abproach (Boston Little Brown
1966), PP» 73“97‘ ’ ’




interest have been existing. The Indian assoclations 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
seciety.'><%like other major functional groups in India such as
trade unions, students organizations and peasants groups, the
‘business has developed associations which are autonomous and
represents the interests of business ccsxmm:!m.t;y.l4

The preésureﬁgroups do not make the laws of the land.
They must devise means for galning access to and influencing
those who are constitutionally empowered to make, administer or
otherwvi se dei‘ine the laws Thus in the Indian political system
| there_ are seversl points in thé political process at which a
group can bring influence to bear: public opinion, political
| pértiesﬁ;nd election eampaigns, the legislagtive process, the
cabinet and bureaucracy . and ‘the Judiciary Groups may also resort
to direct aetion and violence.

Thisg study deals with the efforts of one pressure'group,
The Federation of Indian Chambers of Commerce and Industry (FICCI)
as a business organization to secure its objectives during
1967-71. /;his organization is concerned with 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 4.,
Politics in Indla (University of California Press,
Berkeley, Los Angeles, London, 1974), pp. 156=7.
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in general. This study does not attempt to deal with all the
events but with certain major decisions tsken by the Goverrment
of India during that time, the circumstances, under which these

" decisions were taken and FICCI's reaction towsrds these dgcisibns.

;7Specifically this study seeks to explore the following questions:s

I 1§%hat 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 objectives FICCI placed
before itself wﬁé;?:; was congtituted. Wwhat sort of interests

it represents and what type of role it played in the pre«indepen=-
dence period, who aie the persons or leaders dominating FICCI,
what are the sources of finance of FICCI? What are the factors.
which influence the selection of the Presidents of FICCI? Hoﬁ
the decislohslgf? made and who dominates the decisionﬁmakiﬁgn
érocess, and lastiy what i1g the socio~economic background of
FICCI President (only post-independence President's) and to see
whether such a background has any impact on the functioning or
power-structure of FICCI? Answers to ell these questions are

-

attempted in chapter I of thigs study.

11 How does FICCI go about trying to achieve its aims, which
in turn refers asvto how it attempts to influence Government
policy; what methods 1t uses, whom do the FICCI lesdership

approach and what means of persuasion are at thelr disposal.

These questions have been dealt with in chapter 1I.
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I11 How much influence does FICCI have; how effective 1s it

in pursuing end achieving its goals and to what extent has

lovernment been responsive znd unresponsive to demands made by
FICCI and what has been the consequence? A careful investiga-
tion has been done in chapter I11I. _

Here it would be fair to éssume that the capacity of any
pressure group to influence the decision-meking process wuuld
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 thisg study does nct gllow an analysis of thése
questions in detail. We shall assume:

(1) The access of FICCI on decision-making process
depends on the issue and on the circumstsnces in which that
particul ar decision has been taken, (ii) it is least‘inflpential
on fundamental issues of policy which are central to the prog-
ramme of the party in power, (i1i1i) slthough 1t has been asble to
influence some non«controversialveconomic issues and has had
some success 1In delaying and modifying legislation, it has had

almost ro effect on major symbolic redistributive issues like

" tax policy, banks nationslization and creation of large public

gsector. As far as possible we shall try to examine these assump-
tions in the light of available date.
| To limit the study to manageable proportions stresgs has
been laid only on the economic and industrial policy of the
— 7

Government and FIQCI'S opinion in thege issues and the channels

which FICCI used in exerting its access (only formal channels

e



ﬁ.

k

have been discussed). |

So three major issues have been taken up for investiga-
tion. Tﬁe first issue concerns the industrial policy and the
other two are concerned with the economic policy of the Govern-
ment. The igssues sares

(1) 1Issue of Liberalization of Industrial Licensing
- Pollcy; '

(2) Nationalization of Banks in 1969; and

(3) Rationalization of General Insursnce in 1971,

As regards the first issue; a brief deseription 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
Committes' report to be known as 'Dutt Committee Report on
Industriai Licensing Policy' which was submitted in July 1969,
Keeping in mind the initial hypothesis, my purpose is to see the
links between FICCI and Government after the ‘submission of the
report. whai was FICCI's reaction towards the recommendations
made by the Commitiee, whaot sort of demands FICCI made and how
much succéss it achieved. An effort has been made to sort out
answers to these problems in chapter III of this study. Along
with this about the second and third issues, the circumstances
in which these decisions were taken by Government yig-a-vis
FICCI's'opinion and the channels FICCI applied in getting the
question of 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 formal ¢hannels 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.



Chepter 1

THE FEDERATION OF INDIAN CHAMBERS CF COMMERCE & INDUSTRY
ANATOMY OF AN ORGANIZATION



Chapter 1

THE FEDERATIGK OF INDIAN CHAMBERS OF CUMMEBCE
AND IKDUSTRY

ANATOMY OF AN ORGANIZATION

The formation of the Federation, as an apex organization
to articulate Indian business interests of national scope, consti-
iutes an important landmark in the history of commercial organi-
zations in India. Although the Federation was formed only in
1927, the 1deé of having a central organization to represent-
Indian industry and trade can be traced as far back aé the beginn-
Mgwthw%MGwmm.TmemwtmrMHMmdmuﬂw
on the part of businessmen arose as a result of certain historie
" cal needs and the forms it took were dictated_by the particular
conditions preveiling 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 Goverrment 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 organization which could speak with
authority in the name of trade, commerce and industry of the
country. 7The idea of forming a central body of all the Indian
Chambers of Commerce and Industrial Urganization in India was
first mooted in 1913 and the trend towards centralized activity
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initially took the form of annual Industrial Conferences held
along with the sessions of Indian National Congress. Subse-~
quently the Indian Commercisl Congress was organized in order
to provide a separate and more vigorous representation of
commercial interests. At the first session of the Indlan Commer-
cial Céngress, 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
Indlian Chamber of Commerce in the country. Subsequently the
Indian Industrial Conference and the Commercial Congress were
smalgemated to form the Indian Industrial and Commercial Congress
At the First Joint Session of the Indian Industrisl and Commer-
clal Congress held in January 1920, 3ir Fazulbhoy, in his Presi-
dential Address, laid particular stress on the need for streng-
thening the institution of Chambers of Commerce. He said that
public institutions concerning themselves with the development
of trade and industries should'adopt
- better methods of co-operation eand larger
perspectives and ideals whereby we shall be
~ able to ensure a constant and careful watch-

fulness to safeguard the rights and privileges

of Indian trede and industries.... Chambers

of Commerce must be multiplied and every town

of commercial and industrial 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.... 1

1 FICCI, Silver Jubilee Suvenir 1927-51, New Delhi;
FICCI, 1951, p. 44. ‘



13

This feeling found general scceptance 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 verious 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 Committee be
appointed consisting of one representative
each of the Associations and Chambers,

! affilisted to the Congressy 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

& subject committee was appointeﬁ to draft rules and the
bye-laws for the proposed organization. The idea embodied in
this resolution Qas carried to fruition by the fourth session of
- the Congress held at Calcutta 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

2 Ibido, P 45,
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of the Federation of Indian Chambers of Commerce and through a
resolution»approved its Constitution ang draft rules and regu-
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
and all other economic subjects";4 Two years later,.the name
was changed to the Federation of Indian Chambers of Commerce

and Industry, thus emphasizing its charascter as representative

not onlyvof commerce but also of industrye.

+ As an apex organlzation of Indian Industrial and Commer=-
cial interest the Federation is the mouthplece of organized busi-
ness opinion. According to one official definition:

Legeally, the Federation is a company regis=-
tered under the Companies Act. Structurally,
as the neme indicates, it is g Federation of’
Chambers of Commerce and industrial and
commercisal 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. BEffectively, 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. Practically, it serves as the
nationzl agency through which the business
community crystallizes its views on current
problems. &

3 FICCI, Ihe Atpual Report (Bombay), FICCI, 1928, p. 6.

4 Frank Moraes, SIR Purshotamdas Thakurdas (Bombay: Asia
Publishing House, 1957), p. 42.

5 FICCI, Orgapization and Functions, New Delhi: FICCI,
1965' Ls 1le
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The main objécts of the Federstion inter-alia are:

the encouragement of friendly feeling and
unity among the business community and
associations on all subjects connected with
the common good of Indian business in mat-
ters of inlsnd and foreign trade, transport,
industry and manufacturers, finsnce and all
other economie subjects. Great stress has
been 1aid on securing organized actlion and
the need for united action has been empha~
gsized in the rules and regulationsg and bye«
laws of the Federation. The collection

and dissemination of statistical and other
information and making all efforts for the
spread of commerclal and economic knowledge
are so%e of the other objects of the Federa-
tion.

The Federation offers a wide raﬁge of services. The
Federation is represented on over sixty-five advisory boards and
. eommit;ees appointed by Government gnd other leading institu~
tions.7 The Federation'’s representatives on suéh bodies are
generally nominated in consultation with 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 effectively put forward at such meetings
by the’Federation’s representatives-'

The Federation organizes seminars and conferences on many

6 FICCI, Memorandunm

New Delhi, FICCI, pp. l-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 Excise Advisory Council, Direct
Taxes Advisory Committee, Export Promotion Advisory
Council, Import Advisory Council, Irern and Steel Advi-~
sory Councll, National Shipping Board, 0il Advisory

Committee and Purchase Advisory Council.
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subjects of National importance. The main object of such semi~
‘nars 1s the provision of a useful forum where different
interests could express their points of view and make sugges-
tions embodying maximum smount of agreement that could be trans-
mitted to Goverrment. Besides written representations on the
problems and difficulties faced by businessmen, close lialson
is mazintained by the Federation with Goverrment and other offi-
clal 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 settlement of disputes arising
in the course of international trade but alsc in commercial
disputes between Indian businessmen. With a view to effectively
demonstrate the irdustrial progress in India and abroad, the
Federastion organizes internationsl feairs and to promote India's
exports and econemic development, the Federation, inter slia
organizes from time to time trade and industrial delegations.

It 2lso provides facilities for the discussion and exchange of
views between Indian businessmen and foreign businessmen

visiting India.
lhkﬁtﬁ“ Pre-independence Peoriod -

From its very inception the Federation began representing
to the authorities concerned, "the Indian point of view on
matters of economic and finencialgand safeguarding the interests

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

8 FICCI, Silver Jubilee Souveplr, 1927-51, gp..cit., p. 52.
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portra& itself as the economic arm of the freedom movement whose
leadership end policy were "wholly in cornformity with the views
of the Indian National Gongress“¢9 Conflicting objectives and
political divisions within the business community ensured that
the relationship was not alwasys quite so harmonious. The FICCI
was primarily concerned with economic issueqk/ It conceived of
its role in negetive terms as the voice of the views of the
Indian busipess community in its 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
ambivalent attitude toward both the Congress and the British
Government. The alternating periods of attraction and repulsion
conformed, to a very large extent, to the political condition
of the nationalist movemenﬁ and the attitude and policies of
British Government.

Ref'erring to the political and economic rengelssance in
India, Purshotamdas Thakurdas in his presidential address on 28
December 1928, stated: "We can no more 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
Fational MOVemeht in the political sphere, namely to make the

) ) Ibido, Do 13.
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Indian naticn urited, presperous end progressive, is also thelo
idea of Indian commerce and industry in the economic sphere™.
The growing political struggle in the country soon put
to test the falth and stremgth of conviction of the Federation.
It was announced in 1930, that a Round Table Conference would
meet in London for the purpose of discussing the problem of
Indian constitutional advence: the Federation called upon the
govermment to declare that the proposed conference would frame
a Congtitution for the establishment of such a status of inde-
- pendence as.was enjoyed by Australia and Canada. It took the
bold decislon that none of its representatives should attend
that conference, unless Mahatma Gandhi was reieased from priscn
and would attend it as a free man¢ll Later on, when Gandhi and
the Working Committee were released from Jjail, in January 1931,
the Congress negotiated thé Gandhi-lrwin Pact. 4n agreement was
reached to convene a second Round Table Conference; and the
FICCI establisbed a three-man committee to represent the FICCI
with instruction to follow the lead of Gandhi.12 In April 6f
the same year, Gandhi was even invited to inaugurate the fourth
enriual sesslon of the FICCI. At this time he was askedvfor a

pledge to consult the FICCI in the formulation of Congress

11 FICCI, Report. o eadi , e
Committee, New Delhi, FICCI, 1930, pp. 5-6.

i2 The Goverrment at first accepted only Thakurdas but
after a fight sgreed to accept the three-man delegation.
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Eeonomic 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 in 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 disobedience on 4 January 1932. The resumption of
civil 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 é separate agreement with British industry.
This sgreement, the Lees-Mody Pact, was tantamount to treason
according to Kehru, who later wrote in his biography:

The Bombgy 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 with Lancashire. From the point of

view of Congress, this was a gross betrayal

of the National causey and it was character-

1zed as such. The representative of the

Bombay mill-owners in the assembly also

consistantly ran down the Congress as ex-

tremist while most of us were in goal.

Even the Federation condemned the mill-owners action,
calling it a 'sectional' act lacking the seal of National

14
approval and also condemned its attitude towards the Congress.

13 DeR. Mankeker, Homi Mody: A Many Splendored Life (Bombayi
Popular Prakashan, 1968), p. 101.

i4 Quoted in Stanley A. Kochanek, Business and Politics in
dndia, op, cit., p. 163.
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When Mshatma Gandhi and other leaders were arrested in 1942,
the Federation remarked that it viewed with 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 feeling of
bitterness and estrangement between the people and the au#hority
that it was unsurpassed in the history of British Administra-
tion".ls When Churchill made the charge that manufacturing and
financial interests were behind the Congress, G.L. Mehta, the
then President of the Federation, with characteristic brevity
and revealing frankﬁess, told the British people that they were
an integral part of the movement and were fully in accord with
the essentigls of the Congress demandlfér freedom and transfer
of power".

Despite disagreements with the Coﬁgress over strategy
and tactics, most of the top Federation leaders prior to indepen
dence were closely associated with the national movement and
vere among its chief finencial backers. This close assoclation
wvith the Congress, however, was contrary to the views of a
large sector of the old Bombay business aristocracy, who argued
that business should remain sloof from political controversy

and concentrate its attention on furthering the economic

15 FICCI, Silver Jubilee Souvenir, 1927-51, New Delhi,
p. 219,

16 Ibid.
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interests of the business community. These political differences

kept a large number of Bombay mill-owners out of the Federation.

Since its inception in 1927 with a membership of 24
Chambers of Commerce, Trade and Industrisl Associations, it has
steadily grown in strength and status. In 1975, it had on its
roll over two hundred and fifty trade end industrial associations
and over eleven hundred individual firm members with six honorary
members and four overseas memhers.l7 Many of the Chambers of
Commerce and Industrial or trade associations which are members
of the Federation are themselves largelgrganizations, with
membership 1in some cases in thousands. Thusy as B.M. Birla
once sald, "I think it is the largest perty, in a sense, next
- to the Congress Party, which is so well organized".19

The membership of the Federation is of four classes
Ordinary, Asso¢iate, Honorary and Overseas. Chambers of Commerce
" and iﬁdustrial associstions are eligible to become Ordinary
Members. The annual subseription for Ordinary Members is
Rs¢1,000 and an admission fee of Rs.500 is also charged. Indivi-

duals, firms and companies in the membership of an Ordinary

17  FICCI, Ihe funual Report, New Delhi, FICCI, 1974,
" PPe 102-21.

18 FICCI, [ eeding
FICCI, .1974, pp.

19 FICCI, ZIhe Annual Report, 1955: ps 19.
( Sies
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Table 1
Membership of the Federation »( The FIGCI)
(As on - 1976)

Member bodies cor. Associates Overseas Members
Ordin?ry ?embers (1149) (4)
251 '

Hongkong, Great Britain,
- ' Osakay Ceylon (Colombo) |

Subscrlber

‘Lg. Banking Insurance ShipLing Others
l I
Chambers Trade Associations Industrial
(124) - (86) o Associations
(71)
Source: FICCI, QOrganlzation and Fung 39

New Delhi, cmc:c, 1965, D. 6.

Membefs'cf the Federation are eligible to become Associate .
Mem£e§§. The subscription payable by Associate Members is deter-
mined on'the basis of turnover, the minimum subscription being
Rs¢1,500 and the maximum of Rs.10,000. Persons distinguished for
puhiic gervice are elected as Honorary Members at the General
Meeting of the Federation. Indian Chambers of Commerce operating
‘outside India are eligible to become Overseas Members. It ig
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
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~variety of 1ntereéts like manufacturers, Banking, insurance,
shipping and others. Hongkong, Great Britsin, Osaka and
Ceylon (Colombo) are Overseas members.

The resources of the FICCI has increased from Rs.131
_lekhs in 1947 to Rs.33,10,5642.59p in 1974, This income is being
spent on the dgvelopment of speciaslized Secretariat of FICCI to

carry out the expanding activities 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. The Federation found that these
members were hesitant to pay the costs of the 9rganizatlon.20
Every attempt to increase subscription fees was resisted and
the leadership has to make up deficits from its own sourées.
These-financial ,cri"sig were f‘inéily overcome by the creation of
an associate membership which permitted indlvidual firms to
Join the Federation directly instead of depending entirely on
representation through verious constituent trade assocliations.
Some 66 per cent of the Federation' glipcome now t.f.omes from

assoclate membership contributions.

20 . FICCI, The Appual Report, 1949, pp. 90-92,

21 FICCI, Reno he gceedine he
' Q_mmni_tt.eg, 1927-74, New Delhi, FICCI.

Toik.)



24
Table II

Federation: How It Functions

General Body —=» Committee : President

Standing Sub=-Commie
Advisory ttees

Committees
Seere%ariat
. - RGN N
T i I )]
General : " International Business Government
Public Orgenization Community
‘Source: FICCI, Organization and Functions, New Delhi,

FICCI,

The formal structure of power in FICCI is very elaborate
énd plays an important role in its functioning. As is ¢lear from
‘Table 1I, 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
congists of delegates nominated by the member bodies and associat
members. Each member body is entitled to nominate eight dele-
gates dependihg ultimately upon firms gross sales. In all, there
were over 1690 (813 member,bodies‘and 877 of 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

Committee., The annual meeting must formally adopt the annual
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report of the Cémmittee,'approve the budget, elect the President,
treasvrer, auditor and members of the Committee and consider
resolutions submitted by the Committee as well as "such other 22
resolution as may be brought forward in accordence with rules”.
The Committee of the FICCI, which is elected by the annual
meéting, 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 is composed of 61 members; a
President who presides over its meetings, 36 representatives of
the ordinary members, 17 representatives of the sssociate
members and 7 ca-opted.mémbers. Cf the 36 committee members
representing the crdinary memberghip, 20 must be from industry
gnd'sixteea from trade, banking, insurance and transport. The
17 representatives of the asscaiéxe members are elected by the
asscciate members as a separate constituenecy.

‘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 of three years. Ha&ing retired
from the Committee, a member is, however; eligible for re-
election. In order to gualify for election, a candidate must be
among the delegates nominated by a member body for attending the
next arnual meeting; he must be actively engaged in commerce and

"he or the firm he represents® must have at least once during

22 FICCI, Memorandum snd Article £ Assoclation, New Delhi,
1970’ PP 28"‘310
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the previous five years paid income~tax on an income of 5,000
rupees derived from commerce or "the company he represenﬁs has
a pald-up capital and reserve aggregeting at least rupees
SO,OOO.J In short, though the formal criteria for‘commiﬁtee
membership exclude representation from the smallest business
firms, they do represent an attempt to insure, in theory at
least, an equitable distribution of seats which is not so in
practice, |

The formal powers of the committee are quite extensive.
‘The committee manages the business of the Federation. As the
chief policy-maker, it draws up resoiutions for annual meeting.
It performs all executive duties and exercises all powers and
functions not exclusively conferred upon the General Body. If
is responsible for issuing the standing orders for carrying out
the work of the FICCI and may establish sub-committees to advise
 the committee a policy. In addition, the committee elects the
Vice~-President from among its 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 de L£acto power of electing the Presgident.

The President in thecry is'the'chief exécutive head of
the Federation and is responsible for supervising and directing

_ 24 v
the work of the Secretariat. Though there is no constitutional

23 ibid., Appendix B, pp. 31.40.
24 Ibid., pp. 21-22.
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limitation on his term of office, the President, by tradition,
gserves 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. In consultation with the committee he magy
appoint a Standing Advisory Committee of not sxceeding 15 mem-~
bers including the President and Vice~President to meet once a
moriths This committee l1s appointed Tfor cone year and msgy include
up to five persons who are not members of the committee, The
members of the Standing Advlisory Committee are eligible for re-
nonination. Since final authority continues to rest with the
committee itself, the Standing Advisory Committee, as its name
implies, is charged solely with an sdvisory role., The same 1s
true with the verious other gub-committees.

In theory ther the power in the FICCI flows up from the
arnual meeting to the cammittee, the Standing Advisory Committee,
to the President and Secretariat. The annusl meeting elects
the President and the committee, receives reports of the commi-
ttee's petivity, must endorse the shrual budget, passes policy
resolutions and ratifies changes in the Constitution. The
comnittee and the President asre responsible to the annhual meete
ing for the day~to-day activity of the PFederation.

Bere the focus of our analysis in brief would be (A) on
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placing the FICCI Presidents in ﬁheir socio-economic setting;
and (B) on exploring a differential pattern in the background
characﬁeristics of FICCI Presidents. The period covered ig |
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 béckground 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 five variables
which are: age; family background or the type of interests they
represent, eduéation, 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 divided into two phases. First phase is from 1947 to
1960 (i.e., 14 Presidents) and second is from 1961 to 1975
(L.e., 15 Presidents). The soclo-economic background of FICCI
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Presidents with the help of all these variables have been dis-
cussed below.

Data has been collected from sources such as: officlal
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 Age
| Under the age factor we have to find out to which age
group majority of the FICCI Presidents belong before 1960's and

after 1960's and to see is there any shift to younger presidents
in the later period. As has been mentioned in the Table below:

Table 111

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

Age. Group Year Year
1947-60 196175
40-50 50,0 6.7
61~-55 14.3 53,3
56¢60 7.2 - 20,0
61~65 21.4 13.3
66-70 RIL _ | 6.7
Not known 7.1 JNIL

Total: 100.00 © 100.00

25 Source of data: (i) Ihe Men of FICCIL - Wha's Who, FICCI
New Delhi, 1966-67; (i1 es o A : "

(Contd. on next page)
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It is clear from the above Table that it was only before
1960's that the largest numbef of persons in the age group of
40-50 were selected FICCI presidents. There were only 6.7 per
cent presidents in the seme age group during the period 1961-75
in comparison to 50 per cent during the period 1947-60. More
signifieant shift have been seen in the age group of 51-65. Thers¢
were only 14.3 per cent FICCI presidents in this sge 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 tﬁat in the before
1960's period maximum number of presidents were in the age group
of 40-50 whereas in the post-lgﬁo’s period maximum numdber of thenm
.belonged to the age grcup'of 51-55. In both the peticds very
few presidents were 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
cent of them were from the age group of 56-60 and 61-65 respec-
tively before 1960 aﬁd only 20 per cent and 13.3 per cent were
from the same age groups in the post=1960's period. Data about
7.1 per centAof them from the period 1847-60 is not available.
It can also be revealed from the above Table that oniy’6.7 per
eeht of them during the period 1961-75 came from the'age group

of 66-70,

e arhook - ihO, 1947-1974/75; (ii1) India,
¥ho's UWho, IKFA, INFA Publications, Parliament Street,
New Delhi, 1969-75; (iv) Lok Sabha, kho's Who, 1956
onwards; and (v) Rajva Sabha, Who's Who, 1956 onwards.
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II Family Backeround |

The focus of investigation would be on how many FICCI
Presidents came from business femilies 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 Background:

Year Year

- 1947-60 1961-75
A, Business 85%7 100 %
Professional 7.2
Not known ' 7.1
Total 700.00 100,00
lgggfeo 132%?575

(1) Jute, Tea, Textiles

(11) Shipping, Chemicals,
Fertilizer, Cement
and Automobiles 35.7 33.3

Not known 7.2
Total 100.00 100.00

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

most of the FICCI Presidents both before and after 1960's
beiongéd to business families. The exact number of them’befere
1960's was 85.7 per cent from business families and only 7.2
pef cent from professiénal femilies who started their own busi-
ness whereas after 1960's all of them came from business families
Regarding the business interests which these people represented
- in FICCI was 57.1 per cent of them represented the interests of
Juté, 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 coﬁparatively less. As is clear from the
Table that before 1960's 35.7 per cent of FICCI Presidents were
concerned with more modernized industry. The representation of
these interests was again lowered after 1960's i.e., 33.3 per
cent. Thus it would not be an exaggeration to say that the
majority of top leadership in FICCI whose main business interests
have been jute, tea, textiles and sugér kept themselves busy in
problems relating to their own concerns, pald little attention
towards problems of more modernized industries and to some
extent completely ignored the general problems of small-scale
industry. |

111 Education

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

Presidents.
" Table V
Digtribution According to Educational
Qualifications
A. Level of Education Year Year
1947-60 1961-75
% %
High School / 14.3 6.7
B.A./B.Se : 71.4 | 60,7
MeAs | 7.2 | 13.3
Kot known 7.1 i3.3
Total 100.00 | 100.00
*
B. Iype of Zducation Year Year
| 1947-60 1961=75
% 4 #
1. Law . 33.3 - NIL
2. Science | 25,0 ‘ NIL
3. Engineering NIL . 21.4
- 4. 4rts 33.4 64.3
ﬁ@t known 8 3 14, 3
Totsl  100.00 100,00
* Graduation and above. Those who did not go beyond

high school, i¢; ;

(2) in the period 1947-60 and (I) in period 1961-75 has
not been included.
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Table V
Year Year
1247-60 1961-75
Ce Indlan 85.7 6607
Forelgn T2 - 20.0
Not known 7.1 13.38

100.00 100,00

It is revealed from the Table V that majority of FICCI
Preéidents both before 1960 and past-1960 period who dominated
FICCI are University educated persons. A4s has been shown in
the Table that 71,4 per cent of them during the period 1947-60
holded graduate degrees though their nﬁmber was decreased in
- post-1960 period to 60.7 per cent but still then degree holders
| were in majority. Some 7.2 per cent of them were master's
degree holders before 1960's whose number was increased to 13.3
per cent after 1960's. In both phases few persons discontinued
their education at high school level, i.e., only 14.3 per cent
before 1960 and 6.7 per cent after 1960, In the before 1960's
and post-1960 period the level of education'of about 7.1 per cent
and 13.3 per cent is not known respectively. It can alsc be
revealed from the Table that FICCI Presidents holded variety of
speclalized degrees such as in law, science, engineering etc.

Some 33.3 per cent of them were law degree holders, 25 per cent
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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 8.3 per cent of them 1s not known. More
significant point to be noted is that after the 1960 period no
President of FICCI holded law as well as science degree but
21.4 per cent of them were engineering degree holders. 4 fur-
ther shift has been seen in arts degree holders as 64.3 per gent
of FICCI Presidentsrafter 1960's period holded arts degree in
comparison to 33.4 per cent before 1960's period. It is also
revealed that the single largest group (i.e., 85.7 per cent
before 1960 and 66.7 per cent after 1960 period) got thelr edu-
‘cation from Indian Universities. Anbther change mentioned in -
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 after 1960’5 period. - Data about 7.1 per cent of
them during '1947-<60 and 13.3 per cent during 1960-75 is not

knownas

IV Rublic hetivities |

FICCI Presidents were engaged in various types of public
 activit1es. Here we have to find out (1) how\mahy FICCI Presi-
dents were holding influential postg in educational institutions
in both periods, (2) how many of them were elected M.Ps and
M.L.Asvin both periods and lastly how many were holding 1mporﬁant
positiqns in public offices. ~The Table below shows.that.



36

Table VI
Distribution According to Public

Categories

1.
24
.3‘
4,
5

Benking and Financial Instit%gﬁons(l)
Trade, Commerce and Shipping 3)
Industrial, Planning and Development

Baucational Institutions.

Members df Parlisment and Members

_ (8)
of Legislative Assemblies

Total Nos

Activities
B0 el
No. No.
2 6
2 6
3 9
6 5
5 3
18<c). »zs(c)

(a)

(b)
(¢)

(1)

(2)

During this period there were 14 Pregidents but the data

presented here pertains to 11 of thenm.

It was not avalil~-

able for K.D. Jalan, FICCI President during the year
1949-80, Shanti Prassd Jain 1952-563 and Madan Mohan M. Rula

During this period‘there were 15 Presidents but the data

presented here pertains to 14 of them. _
able for H.C. Mahindra, President during 1975-76.

It was not avail~

Becguse some Presidents were active in more than one
field, the total does not tally with the number of Presi-

dents enalyzed,

This category includes membership at various levels of
responsibilities in organizationgsuch as: Fiscal Commission
appointed by Goverrment of India, West Bengal Financial
Corporation, Industrial Firance Corporation of Rajasthan,
Central Board of Reserve Bank of India, Banking Commission,

etef

This category includes membership at various levels of
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 of FICCI Presidents, i.e., € Presi-
dents (out of total of 11 P:eéidents) before 1960's period were
members of pepular.educational institutions such as All India
Gouncil'far Technical Education, Governor, Administrative Staff
College Eydarabad and were also fellows of the Senate of various
Universities. The number of FICCI Presidents member of impor-
tant educational institutions was little lowy i.es¢ 5 (out of
total of 14 Presidents) in comparison to the period 1947-60., In
the political sphere also some very active politicians remalned
FICCI Presidents. As has been shown in the Table that before

Bosrd, Board of Trade, Advisory Council of Trade, Indian
Standerds Institution, Central Board of Tea, Indian
Institute of Forelgn Trade, Shipping Corporation of India,
Comnissioners of Port of Calcutta, etec.

(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, Industrial Advisory Councils of various states
such as Gujarat, Rajasthan, West Bengal, Board of Indust-
ries, Governing Body of Council of Scientific and:Indust~-
rial Research and State Planning Board U.P., Industrial
Credit and Investment Corporation of 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 of Institute of Economic
Growth, Administrative Staff College, Hyderabad; Indian
institute of Technology, Kanpur and Fellow of the Senate
of various Universities like University of Baroda, of
G?lgutga, of Madras, of Gorakhpur and Chemical Society
of London.,

(6) This category includes those persons who ere politically
active, who have been elected Members of Parliament and
Members of various State Legislative Asgemblies.



38

1960, 5 of them were elected Members of Parliament and Members

of Legislative Assemblies although their ngmber was decregsed in
the post-1960 period to 3 only. Not only this many of the FICCI
Presidents holded influential posts in many of public offices'.
such as Banking and Financial Corporations of Indis, Trade
Commerce &and Shiﬁping and Industrial, Planning snd Development.
The number of FICCI Presidents holding important posts in Banking
and Financial institutions and trade, commerce and shipping was 2
in each category in the before 1960 period which was significantly
incxéased in the éost«lQGO period. It is ¢lear from the above
Table that during the period 1960-75 the number of them have been
increased from 2 to 6 in both the categorieé¢ The most signifi-
cant change to be noted from this Table is that meximum number

of FICCI Presidents, i.e. 19 (out of total 14) in the post-1960
period holded'many important posts in industrial, planning and
-development offices. The number of which was quite lesé, only

3 Presidents, during 1947-60. |

V Iravel 4sbroad
- Under this variable we will examine thé pattern on which
the FICCI Presidents travelled to different countries in both
the periods and tg see whether thelr trend is towards:socialist
countries or capitalist countries of the world, is there sny
qhange in thelr trend before 1960 period and after 1960 period?
The Table below shows:
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Table VII
Pattern of Travel Abroad of FICCI Presidents

Gountxy S 1%2’?360 (a) 1961275(P)
1. U.S.A. | 5 | 9
2. U.K./ West Europe 4 9
3. Japan. 4 10
. 4. U.S.8.R./ East Burope 3 1
Total No. 16¢) 29(¢)

L] TN

Most of the trade delegations led by FICCI Presidents to
other countries in the before 1960 period were to U.S*A. During
this period, as is revesled from the ahave Table 5 Presidents
out of total of 1l Presidents visited U.S8.4. which was further
inereased during the period 1961-75 such asg in this period 9
Presidents out of 14 Presidents visited U.S.A. as heads of var-

ious trade delegations. Regerding YU.K./West European countries

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

(b) ° During this period there were 15 Presidents but the data
.presented here pertains to 13 of them. It was not avail~
able for Karam Chand Thapar, President during 1961-62 and
Gujar Mal Modl, President during 1968-69.

(e) Because some of the Presidents visited more than one
country as heads of various delegations, the total does
not tally with number of Presidents analyzed.
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 4 Presidents went to these countries before 1960's vwhereas more
than double of their number, i.e. 9 Presidents went to U.K. and
West Buropean countries during the period 1961-75. The most
significant shift have been in the visgits of FICCI Presidents
to Japan. Durihg the before 1960's period the largest nunber 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 of FICCI Presidents, i.e. 10 out of total of 14 Presidenté
visited Jzpan, whereas cnly 4 Presidents visited this country
vbefore 1960's. Ancther important point to be néted is thet only
3 Presicdents ocut of 11 Presidents befcre 1960 periocd visited to
East Europeén countries and U.S.S.R. vhose number was sgain
~ decreased to onlynl Presiden# visited to East European country
in the period 1961-75. Such a pattern of travel abroad shows
that FICCI Presidents have moved more towsrds the capitalist
countries like U.S.A. and U.K. and less towards the socialist
countries like U.8.S.R. It can also be revealed that after 1960
- FICCI Presidents have sent very few delegations to socialist
countries. |
| ‘On the basls of the above anglysis of five variables

‘taken up to examine the socio-economic status of FICCI Presidents
end their impset on the functioning of FICCI, the following con-
clusions emerge:

One can say that these variables play a role in shaping

their sttitudes, perception and decisions as Présidents of FICCI;



41

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 after 1960's
very few young persons were selected FICCI Presidents. Most of
them during this period came from middle age group. Thirdly,
date on family background of FICCI Presidents in both the periods
indicates that all of the FICCI Preslidents except one or two
belongs to business families and most of them represented the
interests of jute, tea, textile and suger industries and kept

~ themselves busy in problems relating to their own concerns. As
a result they completely igno&ed the problems of small-scale
industry and more modernized industries. Fourthly, it can be
revealed from the data on educational qualifications of FICCI
Presidents that most of them in both the periods were University
educated. Moreover all of them excepting one or two have got
their education from Indian Universities. Fifthly, it is quite
gignificant to note from the analysis of data on public activities
_of FICCI Presidents that many of them holded very influential
posts in educatiohal institutions and public offices such as
banking, financial institutions, trade, commerce and shipping

and industrial development and plénning. Some of them were also
elected Members of Parliament and Members of Legislative Assembl-
ies. Data on public activities indicates that FICCI Presidents
would have enough opportunities to influence Govermnment decision-

makers both at the executive and legislative levels. 4nd Finally,
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analysis of data on patﬁern of travel abroad shows that FICCI
Presidents ih the both the periods led their delegation to
capitalist countries like U.S.é. and U.K. especially during the
period 1261-75 and less towards socialist countries like U.S.S.R.

and East Europe.

Table VIII

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

No. of Presi-. No. of Nemes of houses

dents from - houses .
5 1l Birla (1929, 1936, 1954, 1967, 1974,
3 1l Seindia (1932, 1942, 1947).
2 6 Thakurdas (1928, 1953); Shri Ram

(1930, 1963 and 1973); Singhanla
(1936, 1956); Dalmia Jain (1952 and
1962); Goenka (1945, 1964); Kothari-
Madras (1951, 1970).

1 15 Lalbhal (1934); Kumararajsh Mutiah
Chettiar (1943); Jalan (1949);
Kilachand (1950); Mangaldas Jai
Singh Bhai (1955); Chinail (1957);
Rula (1959); Murugsppa Chettiar
1960); Thapar (1961,; Kirloskar
(1965); Amin (1966); Modi (1968);
Podar (1969); S.3. Kanoria (19715

Madanmohan Mengaldas (1972). '

23 Total number of FICCI Presidents from
- 1927 to 1974 drewn from the top 75
business houses is 36,

Source: FICCI, The Annual 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
srea. Although pre-independence procedures also provided for
the selection of leading business personalities 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 jhave provided a total of thirty-six

of forty-eight Presidents since 1927. It 1s clear from this
distribution that there are three levels which'monopolized the
oligerchy in the FICCI.

_ The Birla Housé, ranked highest by supplying five Presi-
dents since 1927. Birla, was 1nstrumenta; 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 éxcept Purshotamdas Thakurdas were elected from amdng the
top sixteen houses in India.

The third level of fifteen houses which have provided at
least one President each dependeé for support on the upper two
iev‘els'. Two of the houses, Thapar and Jalan, were among the top
ten business houses in India, They rank among the major finan-
clers of the Federaﬁion and were considered to be allies of Birla
Two others Kirloskar and Amin, represent the younger generation
of Indien businessmen who were elevated to the presidency in an
attempt to give the FICCI a more dynamic image.

Some of the largest and oldest business houées, such as



14

Tata, Mafatlal, Associsted Cement and Sarabhal are »absent both

from the membership and leadership levels of the Federation.

Right from the beginning, their absence reflects continuing dif-

ferences over political strategles, organizational style and-

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

rivalries. The Tatas and Mafatlal had joined the Federation in

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

Federatiog leadership to take a strong stand on the Dalmia-Jdain
2

‘scandal-

The Dalmia~Jain case created strong differences esgpecially

between Birlas and Tatas. Politically the Tatas believe that

‘business in India must become more politically 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 Falr

- Trade Practices Association, the Forum of Free Enterprise and

the Swatantra Party which are organized specifically to explain

these views. Thé continued aloofness of the Tatas has weakened

26

The Dalmia-Jaln group was accused by a specially appointed
goverrnment 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 Tatas and Mafatlal strongly
dlsagreed with the decision and resigned.

Kochanek Stanley A, , .
gation, Changineg Pattern of Qligar Al Lak
) i A 3 1970, vol. Sy Po 1303.



45

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 of strength for it, at the same time it created some
negative implications for the maintenance of organizational
cohesicn. There is general feeling 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
governmenf eneoﬁragement.to new industrial development through-
out the country as well as the increase in number and size of
medium snd smsll industry has brought a change in the composi~
tion of FICCI. Federation 1eadefghip has witnessed s strohg
opposition from new entefants who are demanding broader repre-
sentation on the Committee, larger participation in the Federa-
tion affairs and policy-making. The leadership has slowly res-
| ponded to these demands with the result that the FICCI is
becoming broad~based orgenization expressing the views of the
Indian Business Community as a whole. The reorganization of
FICCI in 1962 and sgaln in 1971 was largely a response to these
pregsures. |

in order to express truly, effectively and efficlently, -
the views of Indian Bﬁsiness Community, /Federation uses certain
chamnels to influence the governmenﬁ deci slon-makers. 4n attempt

has been made in the next chapter to explain them.
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APPENDIX

After the completion of the foregoing analysis, H.
Verkatasubbiah's study of 50 years of FICCI entitled Enterprise
and Economic Change (New Delhi, Vikas Publications, 1977) has

been published. Since the cenclusiens_of this important work
could not be incorporated in the text of thelchapterithey are
given below:

The focus of investigation in this book has been on the
major economic developments which the Federation of Indian
Chembers of Commerce and Industry ~ as an apex business organi-
zation have witnessed since its inceptiocn. This bock 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's life
from 1927 to 1947. In this 1 chapter the author explains in
detall FICCI's position on Indian‘Trade and Industry in the
first 20 years yhs=a-yis 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 of the national movement
for eventual independence under the Congress leadership and the
Federstion's opinion that Indian enterprise c¢can not flower
without pelitical freedom for the country are based on the
statements of some of the influentisl figures in the Federation.
The anﬁhor has also examined in detail the rupee ratio question

and tariff protection - the problems faced by Federation during
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1930's and the Federation's failure to get the Government‘return
to the 1s. 4d. ratio was total. | |

The focus of investigation in the second chapter is on
what were FICCI's views on'Planning and Industrializétion. FICCI
did not take much interest in both these fields till the estab-
lishment of the Planning and Developmént Departmeﬁt by Govern-
ment of India, the setting up of Post-war Reconstruction Committe
and 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 subject, the Federation had hoped that papuiarly elected
Governments which took offices in the provinces when provincial
autonomy under the 1935 Act was inaugurated in 1937, would take
eriergetic steps to promote industriaslization. Safeguarding and
promoting Indian interests in shipping wés a major concern of
the FICCI before the war. 4 good account of how FIiCCI safe-
guarded the interests of shipping industry have been given by
the authér in this chapter.

The_Fé@eraticn's attitude to post-war reconstruction and
planning was émbivalent. It kept on urging the Govermment to
take initiative in these fields but continued to maintain that
ne real progess in them was possible without a National Govern-
ment in full control of Indian affalrs. 4 department of planning
and reconstruction wasvestablisheé at the Centre late in 1944.

The publicatlion of Economic Plan for the e¢conomic development of
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India was & landmark. Many of its authors were dlirectly inﬁol~
ved irn Federation activities. In 1944-45 the International-
currency plans which eventually led to the Bretténwocd Conference
and establishment of World Bank and the lInternational Monetary
Fund attxacted much interest but’ the Federatlon concentrated on
'Industrzalization, Tariff and Trade Pelicy and the Sterling

' Bglancés. A detailed account of all these developments have
been given by the author in chaplters III and IV. The problems
which FICCI faced during the period 1927~-47 are discussed by the
suthor with the help of unpublished letiers written by heads of
FIGCI to the guthorities concerned.

The author in the next five chapters examlned the major
probiems in the relationship between the Goverrment and Federa—'
tion from 1947 to the present dsy. The main targets of investi-
gation in these chapters were: A c¢hange in FICCI's approach
towards national policies, public policy, i.e., planning and
FICC1l's reactions, issues - economic issues decided by the
Goverpment and criticized by FICCI and lastly his conelusions
that FICCI, in such a changing situstion, is also facing a
challenge of change.

Al ter 1ndependence, a beginning was made - te approach
as many MPs as pogsible and furnlsh them with facts and figures
relating to industry and trade. In this connection, the author
cited an instance, that of Tulsidas Kllachand, when he became

President in 18860, hig 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 FICCI reacted
guardedly to Government's policies like the Industrlal Policy
Resolutién of 1948 and its re-endorsement by Parlisment in 1954,
the setting up of bodies like Advisory Couneil of Industries for
periedical 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.

4 detailed sccount of the three five year plans and FICCI's
approéch towards these plans have been discussed in chaﬁter vI.
The issue of nationalization of 1life insurance.was'commented by
FICCI by saying that nationalization of life lnsurance was not
part of a 'philosophy of approach' as maintained by Nehru but it
- ‘would augment funds for the Second Plan. Lakshmipat Singhania
(President in 1956) suggested that 'Govermment saw the ihsurance
industry as economic power in the hands of private enterprise. |
The reason could also be political he said, but the fact has to
be recognized that industry has beén nationalized., The Federa-
tion made some demends., But unfortunately no mention has been
made to what extent Government acceeded to the demands made by
the FICCI. Only one side of the picture has been presented ﬁy
- the suthor in this chapter.

Chapter VII 'Expransion under Planning' has been very
vaguely attempted by the author. The problems which the author

attempted such as FICCI's bpinion on the state of economy and
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deteriarating administrative machinery, corruption and bribes,
Federation snd foreign economic policy of India, in this chapter
were not much appealing.

In chapter VIII 'On Fighting Lowsing Baﬁtles’, 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 FICCI's opinion on the ques-
tion of rupee devaluation tolwhich FICCI Committee took the view
that the step taken by Government was an admission of the failure
of financial and fiscal policies pursued over the preceding 15
years and therefore, a drastic revision for such policies was
called for. A very realistic outlook has been presented in this
chapter on the issue of social control over the Banks and '
nationalization of Banks and FIGCI's,ieaction before social
control and after as well as before nationalization of Banks and
af'ter.

'In chapter IX '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
ecornomic and social change és intér—related ?henomena. Agri-
.culture, develop?ggt of backward reg;ons, housing, family plann-
ing and consumer- for example, call for a social as well as
economic awarenessy is quite acceptable. His suggestion that

the BusineSSIOrganization's foremost task was to strengthen and
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broadbase the forces of development rather than serve onli as
‘grievance-ventilating' bodies, that they must develop a posi-
tive outlook is very souﬁd.

The author. has explained all these economic developments
and the major pro.biems faced by FICCI with the help of unpubli she«

letters and reports and a very simple and lueid language.
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Chapter 1II
TECHNIQUES, TARGETS AND CHANNELS OF INFLUENCE

The activities of a pressure group are a response to,
as well as a possible influence upon, the policies of the
Goverrment. At its simplest this means that pressure groups
try to influence Goverrment at those points of its structure
which are most yielding in terms of favourable decisions. The
group always take into sccount the functions aﬁd the organiza-
| tion of Goverrmment, t_he_ policies of Government, end the goals
it wishes to achieve. If however, a group cannot get through
the Govermment machinery, it will direct its efforts to the
other points which may be accessible to the group. 'The func-
tions and the organization of Goverrment, the resources of
group and of the group's relationship to the charnnels of 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 Parlisment.

As

In India, legislation omn all the important issues is
.initigted by the Executive; Executive initiation gets prior
consideration in'the cases of legislation dealing with taxation
and fiscal issues and also sometimes in the case 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 adminis-

trative compromises, before it goes to Parliament for approval.

. In most cases Goverrment becomes publically committed to that

proposal in principle by the time it has been submitted to
Parliament for its 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 blocking -
it. At the samé time, there is almost no prior consultation
between groups and goverrment on the form and content of legis-
lation. So whatever influence FICCI exerts in the legislative
process tends to be exerted either during the sglggi_ggmmittee’”
phase or through the congress party members in Parliament. In
most cases FICCI resorts to éSES"EE"%EZQQ two channels unless
efforts to persuade the Executive have failed,

Inrlgg;a, there is a system of Parliasmentary consultative
committees which are constituted primaryyto arrange.meetings
between MPs and Governmént thus enabling the government to ex-
plain the details of its policies to small groups of MPs. The
Congress Party in Parliament has established a system of spec-
ialized committees which do not play any active role in the
legislative process but are used only as study groups. In the
sbsence of any effective 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 desl with the legislation), a select committee



of the Lok Sabh35 or a joint select committee of both Houses
i;ea, the Lok Sabha and Rajya Sabhs, may be appointed to consi-
der important legislative proposals submitted by Govermment. It
is the usual practice that select committee requests outside
groups to provide both oral and written testimony. FICﬁl_zakes
the responsibility to ensure.that legisiation affecting commerce
and industry is referred to a select committee and thereby gain
direct access and formal consultation.
The members of the select committee are appointed by the
House which is in fact a nomination by the Spesker. I1Its member-
ship i1s broad-based and members of differént political parties
in the Lok Sabha are selected through proportional representa-
tions 4lthough the size of the select cemmittee is not fixed,
'it is usually small enough for.  fairly intimate discussion.
During the discussion members are'free to express ﬁneir views.
In other words they are not subject to party whips and directives,
but in case if Govérnment considers a bill, of high priority, it
is always in a position to preséure its party members to expe~
dite the action. The composition of the select committee is very
important for all those interested in ihfluencing the committee.
_FICCI, has been able to make an impact through its representa-
tives on occasions when the size of the committee 1s smali and
1t is composed of more articulate influential MPs. It also finds
favour with MPs who have some expertise in the subject under

consideration. The members of the select committee can be
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influenced either through direct contacts, or sometimes indirectly
2/£hrough the Chief Ministers, especially when the MP is dependept
for a‘party.ticket_ In order to satisfy groups and at the same
time to avoid strong eriticisms, Government usua;ly allows to
make minor changes in a legislation provided such changes do not
affect the major objectives 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 of General Insurance
on 13 May 1971 was strongly attaéked by FICCI authorities. Presi-
dent of FICCI said in a press statement that the takeover of
General Insurance cannot help to achieve the priority objgctives
of providing employment and giving better deal to the poor sec-
tion of the community.l The Bill was referred to the select
committee on 31 May 1972,
Later on 18 July 1972, eight representatives of Federation
inecluding Shri Ram Nath A; Podarz and Charat Rem gave evidence
before the joint committee. Prior tc that, a meeting was held

between the Finance Minister and FICCI President in Delhi. A

Ihe Iribupe (Chandigarh), 15 Mgy 1971.

2 He was President of the Federation of Indian Chambers of
Commerce and Industry during 1969-70, and Indian Cotton
Mills Federation from 1963-65; and remained Chairman of
Podar Mills Ltd., Bombay. He was one of the founders of
Bank of Jaipur, was its Vice-Chairman from 1943-49 and
Chairman from 1949-57; He was member of the Constitu-
tional Reforms Advisory Committee for Jaipur State in
1942; Bombay Assembly from 1946-56 and Treasurer of
Congress Legislative Party, Parliement, during 1952-54.
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memorandum was also addressed to the Finance Minlster and to the
select committee of the Parliament. In the memorandum, the com-
mittee of FICCI, drew the attention of the joint committee of
Parliameﬁt on certain basic igsues regérding Nationalization.
One of the issues related to Nationslization was regarding quantum
of écmpensation. Adccording to FICCI compensation should be just
fair and equitable. The committee also made the point that the
shareholders of the.General Insurance Comparies should in all
fairness be paid some additional amount towards geoodwill of the
Companies. . _ |

In response to pleadings of FICCI, the select committee of
Parliament on General Insurance Business (Nationalization) Bill,
recommended an additional Rs.5 crores by way of compensation to
.the Indian Insurance Companlies. The conmittee had also made
amendment with a view to clarify, that the amount payable to
Indian Companies should be pald in cash - the payment of the
amount will fall due on the appointment day and interest will be
payable on all delayed paymentssa

The case of General Insurasnce illustrates the fact that
FICCI resorted to lobbyiﬁg in Parliament only éfter efforts at
the Executive levels had failed. But a great deal depends on the
composition of the select committee and the nature of the issue.

Select committees are also known for having made the bills even

3 Hindusten Times (New Delhi), 22 August 1972.
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more stringent than eoriginally proposed by Government. Once an
issue becomes more controversial then it becomes difficult for
the representatives of the organization to achieve any éhanges
in the proposal. One of the most important checks on business
lobbying in Parliament, is the existencé of a strong-left-of
centre gréup‘in Parliament. On numerous occasions that group

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

in the Congress Party in Parliament,

Methods. of hﬂbbliﬂg Used by E{Qg;

v//The most eifective method of lobbying in India is direct
persaonal contact. But the individual businessmen are hesitant
to use their personal contacts for collective benefits. Business
agssociations (FICCI) addpt different technliques. One sucﬁ techni=~
que used most frequently is %Efififgﬂf&g_fg}gfﬁagggggg,o£/MPs at
the tea parties, dinners, luncheons and cocktail parties, where
associations presidents and committee members, may explain the
problems of the particular group. The group may ask the MPs for
favour which usually involves making specific references in their
speeches in Parliament or at party meetings, moving specific
anendments in.;egislation‘before select committees or raiéing

question in Parliament, pariy committee meetings, and consultative

4 Direct personal contacts here means when individuals want
things done, they try first to tap the loyalties of family,
caste and region., One of the most effective means of
lobbying to influence MPs is "to see those you have helped
in the Election". See Kochanek, op. cit., pp. 256-64.
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committees and finally by pressing the case in private conver-
sation with ministers and other MPs. For that matter, MPs are
often provided written memoranda and other necessary dsta to
press for the position advocated by the organization.
It.is only the pagiig@fgfgggﬂg@gg,pf FICCI which takes
the responsibility of building and maintaining through daily
contact a relationship of trust with friendly MPs. Its maln
funiction is to establish direct contacts, with MPs and to explain
the ﬁbderation‘s pésition to particular items pending legisle~
tion or executive action. The FICCI representative on the one
hand acts acCording to the wishes of its members and‘on the other
hand communicateé 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 of both Houses of Parliament, for all parties.
Along with this it also prepares questions and supplementaries5
- for use during the question time and draft smendments to pending
legislation. Members of Parliament who use these materials, in
the whole or in part, are in a position, to ralse issues which
might otherwise be neglected. Anot§§f_fffﬁgiggg_§as been used

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

5 That is additional quesfion raised to supplement the
original question's and force Government to explain
its position and provide information.
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advertigements 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 egtablishment of a sepa-

rate cell in FICCI, i.e.y, the Reorganization of the Diwan Chand
Institute of National Affairs. This institution is financed
partly by a trust, partly by the FICCI and also through business
advertisements placed in its Journal, Ihe Economic Trends. This
Institute arranges public discussions on important issues,
invites speakers from Govermment, Parliament, and the Kews media
to address its members and to discuss the issue with its staff,
The basic objective of all these activities, is 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 becsuse MPs are asllergic to the FICCI's

ways of approsching an MP,

It is the Executive in India which plays a dominant role,

not only in determining new policies but also in administering
SPb LRy Al uelelllNllig 1ewW policdes

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

Organizations naturally concentrate their influence on the centre
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of power in Indien political system - the Prime Minister, the
Cabinet and the top Buresucrats. The business organization in
India enjoys a variety of direct formal channels of influence.

In India many commissions, committees and advisory coun-
‘eils are to be constituted to serve as channels of communication
between business and Govermment. Many of these bodies are consi~
dered important for there are some which are specialized. These
specialized bodlies are approved by the goverrment 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 Orgenizations; the nineteen Export promotion councils
and various commodity boards. Among the Advisory and Consulta-
tive bodies used as channels of communication with the business,
six of them are of 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
Committee on Capital Issues, and perhaps the most important of
all - The Central Advisory Council of Industries (CACI). The
CACI is a statutory body created under the Industries (Develop-
ment and Regulations) Act of 1951, The CACI has specific func-
~tions to perform. '
| The CACI, is composed of members drawn from open business

associations, employee groups and consumer organizations. The

6 Due to non-aveilability of information, patterns of
informal access have not been discussed here.
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bﬁlh.of its membership is derived ffom the businessmen, the.Pre§i~
dent's of FI?EEL/§§socham (Associated Chambers of Commerce) and
AIMO (A1l India Merchants Organization) are also its members.
Under the Industries Act, CACI must be consulted with respect to
the making of rules in relation to industries, consultation on
other matters 1is di seretionary. The CACI meets about once a year.
"It i1s customary at these meetings to have on the agenda a review
bf the gereral economic situation and also a review of one or two

7
specific industriasl sectors". It also provides opportunity .

to members to raise any issue which may be of concern to them;
'in addition to the items on the formal agenda.
Te CACI performs very useful functions. They are used by

g

Government to determine the views of business representatives
vernment to determine the

pertaining'ta policy issues,. especially the specific issues of
particular importance at that time. Secondly the CACI foreces
both sides to think about issues and to build opinions. This
’enables both business and Govermment to clarify their views for
themselves and for one another. By testing new ideas and policies
at ngg_gggﬁgggs, Goverrment can gen?ffff_ﬁf}fﬁl,ﬁlﬁﬁﬁmﬂtile5*—
Thirdly, ldeas raised in Government speeches are examined and cri-

ticized by the business at the session and in subsequent forums,

7 Goverrment of India, of M \ ,
nd Cor ALfairs, Speech of F.A. Ahmead

‘before the?
Council of Industries, New Delhi, Goverrment of India
Press, 1967. Kochanek, op. ¢it., pp. 275-8.
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meetings and in correspondence with Goverrnment. This reaction
in turn enables the Govermnment to check the weak points in their
proposals., CACI nq/doubt provides an opportunity for business
orgenizations 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. Govermment in turn can explain its policies, gets
néw 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, amended or revoked from time to time and
fo advice the Go#ernment in general principles to be followed
in the 1ssue of licenses for establishing new undertakings or
substantial expansion of existing undertaking". ~Tﬁe Standing
Committees of the CACI and other advisory bodies, enable business
- people to have an indirect influence on Govermment policy. It is
only through these ‘-bodies, that FICCI by sending its representa-
tives expresses the concern of business community and persuades

the Govermment of its point of view.

8 Government of India, Ministry J Developmen

and Company Affairs, 1967-68, hew ﬁelhi, Government of
India Pressy, 1968, pp. 26«27,
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Along with this (by representing on CACI and other con-
sultative bodies) FICCI tries to exert its influence through
other channels also. FICCI expresses its opinion on Governmental
policies freely without waiting-for the government to call on a
meeting. It invites ministers to address its meetings, 1t sends

.‘delegates of its business members to meet the ministers and
secretaries and provides Government offices with memoranda and
briefs of correspondence. Along with these contacts FICCI has
adopted another method of exerting influence i.e.,/by conducting

__public seminars on major policy problems, and maintaining daily
contacts with the working levels of ministries concerned through
its professional secretariat.

The annﬁal‘meetings of FICCI plays an important part so
as to keep in touch with the Executive, especlally through these
meetings, views have been exchanged between FICCI and Governmgpt.
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 of its annual
meeting, the President of FICCI raises major points concerning
broad government policy and Prime Minister generally responds
Ito them. On both sides the script is carefully prepared, several
weeks before the annual meeting. The assoclation forwards the
President's address to the Goverrment for study. The minister's
speech is then written to answer those specific concerns raised

by the association and to present those points the Govermment
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wishes to raise. Because the FICCI association is informed of
the coﬁtent's of the minister's speech before it‘is delivered,
business has‘a chance to express its point of view at last
through iﬁs tradition voté of thanks. The FICCI pass z series
of four or five resolutions each year at the annual meeting to
explain their major grievances. At the passing of these resolu-
tionsy the discussions of the members of FICCI, expressing their
concern is forwarded to Government along with their comments.
In addition to this, another channel used by FIGRT is the written
memorandum followed by personal discussions with ministers end
- gecretarles. As ig/aénnactien of liberslization of licensing
procedures FICCI submitted aﬂmemorandum'to the Goverrment on 22
April 1971 which was followed by a meeting between the FICCI
President, S.8. Kenorla and Minister for Industrial Development
Monul Haque Choudury. Later on it submitted a note on the speci-
fication of licensing procedures on 21 May 1971 to B«B. Lal,
Secretary, Ministry of Industrial Development,g

Q'?éémoranda's'presented" by FICCI deais with three types of
‘issues: policy issiies and legislation, administrative decisions
and matters of administrative detail; and the impact of adminis-
trative rules and regulations. Poliey issues and legislation
may refer to planning, the managing agency system, delicensing,

company lawv and 1ssues of allled nature. Administrative decigion

2 FICCIL, Co spoendence il
FTCCI, 1971, PDe. 230~47.
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embrace the whole field of delegated legislation dealing with
import policy, price peliecy, the issuing of 11censés or problems
dealing with idle capacity. Administrative rules and regulations
deal with the 1nterpretétien of existing law, the development of
rules ahd regulations under the law, demands for modification of
rules and regulstions and complaints of abuse of authority under
the 1aw"lo | |

| Apart from the foregoing direet channels of access used
by FICCIL, it also uses other tactics in exerting its influence
on government decigsion~makers. One such gpﬂfge employed by it
is that small groups of five or six FICCI members meet several
times in a year with the Priwme Minister. Relying primsrily on
prepared agenda, these interviews involve broad policy issues
rather than a rule-msking or sdministrative policy meking.
Usually the Prime Minister gives the group thirty minutes to one
hour. FEach member of* the delegstion is briefed to handle the
specific item on the agenda. On 26 November 1964 for example a
delegation met with the Prime Minister to discuss the food situa-
tion, capital market and industrial policy. This meeting was
followed by a note to the Prime Minister "recaptulating the main
points ralised in the meeting in light of the observations and

11
suggestions mede by the Prime Minister on some of them®. One

- 10 Kochanek, gp. cit., pp. 282~3.

11 ibid., p. 287; FICCI, he [ 14
- Bxecutive Committes, New Delhi, FICCI, 1964, p. 115.
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of . the contributions 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 administration and business comnunity.

Fina%;i‘the FICCI, has also initiated a system of organizec
seminars onAspeeial 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
"conerete proposals; In order to convince Governmentsl authoritie:
ahout the need for lib%ffiiggtion of industrial policy FICCI
organized such seminars on 21 November 1970, i.e.y ‘Industrial
Development Its Challenge and Potentiality' and on 31 August 1971
on 'Maximization of Capecity Utilization and Productivity' at
New Delhi. The latter seminar was inaugurated by Monul Héque
Choudhury, the Minister for Industrial Development and attended
- by about\zoo delegates from Government, private and public under-
takings and financial institutions.lg These seminars brought
expected results from the Government.

From the foregoing discussion 1t is clear that FICCI
plays both an advigory and advocfgy role in its :elationship with
the bureaucracy and the ministers concerned. There is little

doubt that business organization in India has achieved extensive

12 FICCI, Correspondence, op. cit., 1971.



access to Government policy~makers, but mere contact does n0£
guarantee acceptance of advice. Much depends ﬁpon the issue és
well as the circumstances under which the deeision is to be |
taken. In certain issues FICCI schieved success in persuading
the suthorities in revising the decision but in some others, it
completely failed. In next chapter an attempt is belng made to
find out certain achlevements and fallures secured by FICCI and

the channels used by it in exerting the influence.
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Chapter III
LIMITS OF INFLUEKCE: C&ﬁE STUDIES

The Federation is interested in promoting the interests
of its constituents on all matters which are of concern to them.
‘Consequently it uses its channels of access in relation to the
organs of Government ~ the Parliament, Executive snd Bureaucracy
and tries te influence their decisions on matters of direct con-
cern to its members. This does not, however, mean that FICCI
succeeds in influencing governmental decisions on all matters.
Gavernmental'decision-making processes are usually controlled by
a variety of factors arising out of political conslderations.
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 bolitical situation at any time.

To test this assumption with regard to thé activities of
the FICCI, we consider three issues and shall try to-assess the
extent of influence exerted by the FICCI over them. The issues
are the nationalization of banks, industrial licensing policy
and the nationalization of general insursnce, These issues were
of considerable importance to the FICCI cénstituehts and FICCI
took active interest in all three of them. Through a discuséion
of these issues, we shall try to demonstrate the variations in

the effectiveness of FICCI as a pressure group.
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The Overall Political Situation

The three issues we have selected fgr detailed discussion
arose within the specific context of the political situation
whieh 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 of the background against which they emerged;

The General Elections of 1967 represented a definite
watershed in the'history of independent India. 1t marked the
end of Nehru era. It alsc marked the end of a long countrywide
rule of a single party snd the beginning of & period when dif-
ferent parties shared the responsibility of Government in dif-
ferent parts of the country. In the Fourth Genersl Elections
to the Lok Sabha held on 15-21 February 1867, the National
Corigress retsined power but its majority was reduced. In the
election of State Assemblies held at the some time, it retaired
its majority in seven states; opposition parties, alone or in
allisnce, obtzained a majority in three and no party had a
majority in other five states.

Public opinion polls suggested that the fall in Congress
support wes particularly marked among three groups:

(1) The 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) The 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 thelr
protector against Hindu communalism, had largely voted for
opposition parties except in states such as Haryana, Madhya
Pradesh and Uttar Prédesh, where the Jan Sangh was making head-
ways IThis téndency was noticeable among the Muslims in Assam,
the Christians in Kerala and the Sikhs in Punjab.l

- Mrs Gandhi said at a press conference on March 12 that
the food situation and spiralling prices were among the maln
causes of the Congress setback. Kamaraj suggested in an inter-
view on March 16 that "we have been talking of socialism without
doing eanything substantial, All this frightened the rieh and
they went against us. But in practice, we failed to cafry out
many of these decisions. This creéted frustration among the
masses - on paper we had 3 better programme than many other
partieé, buﬁ its imperfect inmplementation chilled the enthusiasm
of party wbrkers.2

| At a series of meetings of the Congress Working Committee
“held between February 27 and April 11 the following were among

the reasons suggested for the party's reverses:

g !s st A Meekly Diary of World
hxgnia Keesing s Publlcations Limlted (London), vol. XVI,
1967~68, p. 22011.

2 Zimes of India (New Delhi), 16 March 1967,
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(1) Weaknesses in the Goverrment's economic policies,
especially its failure to ensure both a remunerative price to
the producer and a reasonable price to the consumer. (2) The
Goverrment's reluctance to inquire into allegation of cdrruption,
(3) The failure of the administration especially at the lower
levels to redress the people's day-to~day grievances. (4) Inter-
ngl dissensions and factionalism inside the Congress Party; and

(8) The ineffectiveness of the party machinery.

After 1967 Elections

One of the consequenées of the Congress debacle at 1967
elections had been considerable soul searching within the Cong-
ress to regain part of the last appeal of the organization for
the electorate. ' Caught between parties of the ideoclogical left'
and the ideological right, the Congress had made its first moves
ﬁowards left measure to redeem its image. The move was the
Working Committee resolution on nationalization of general
insurance. Kot to be outdone, the A.I.C.C. ﬁent a step further
and had called for abolition of privy purses and other,pfivi-
leges of princes, and the call for social control of Sanks
included in the Congress election manifesto as a sop to the
left wing, had suddenly emerged as a measure of prime importance
in the ééonomic programme of the new government. Details of
these developments and their repercussions inside the Congress

Party are given below:

Ve sy .w., Pe 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
of India was nationalized in the same year and the Imperial Bank
of India which becesme the State Bank of India in 1955. The
demand fer'full implementation of this policy was intensified
after the Congress setback in 1967 elections, which the left-wing
of the party attributed to its failure to carry out its socialist
policy. &fter a debate in which many members spoke in favour
of nationslization, the 4.1.C.C. adopted on 24 June 1967, a reso-
lution calling for "soeial control™ over bank credit. Moving
the resolution Jagjivan Ram (Minister of Food at that time) said
thot Desai was studying the banking industry and that if after
examination he found that social control could not be achieved
without nationalization, he would not hesitate to teke this step
On Desai's recommendation, the Congress Working Committee decidec
on 27 (etober 1967, in favour of soecial control in preference
to nationalization. Desal stated, however, thét if this scheme
did not yield ﬁhe desired results within two years, he would be
prepared to recommend nationsglization.

}> The ﬁgnking Laws (Amendment) Bill was introduced in the
Lok Sabha on 23 Deeember;léﬁ?, 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 Sabha on
5 December 1968,

FICCI expressed its opinion through its various channels
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both before and after the adoption of the resolution on the
social control over banks. In a course of statement on 4 May
1967 to the press, on the Resolution of Congress wbrking Com=
mittee G.M. Modi, Vice?President of the Federation, expressed
surprise that such measures would only lead to dissipation of
oui limited resources which could be used for more urgent and
vital tasks. The statement pointed ocut that Banks were already
'subject to a humber of regulations and directives issued by the
Reserve Bank ef.India, The rate of interest, the liquidity of
ratiagbf banks, margins on advances, distribution of credit,
advances to'directens etc. were goverhed by Reserve Bank. This
- being the position it was difficult to imagine whether any
further resolution would be in the interest of sound Banking.4
The Banking Laws (Amendment) Bill, as mentioned above was intro-
duced in the Lok Sabha on 23 December 1967, The Bill along with
the Resolution éetting up of National Credit,aouncil was dis=
cussed by the Standing Advisory Committee held in New Delhi on
14 January 1968. A delegation of FICCI consisting of L.N. Birla
G.M. Modi, Bharat Ram, S.L. Kirloskar, D.C. RKothari and S.S.
Kanoria met Deputy Prime Minister and Minister of Finance on 7v
February to discuss some of the provisions of the Bill and the
Resolution on National Credit Council. A communication was also
addressed to the Government on 19 4pril saying that Banks were
already subject to strict supervision and inspection of the

4 Iimes of Indla, 18 May 1967,
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Reserve Bank. It was pointed out that further 1egislation'may
weaken the very foundations of the banking progress and thus
affect'the development of the rest of economy.

after Social Control
At the annual session of the Congress Party Desel opposed

the continued demand for nationalization of the banks on 27 April
1969, sfating that the social control was working well and the
banks had shown themselves‘responsible to the Govermnment's
direction. |

| On 9 July 1969, Mrs. Gandhi submitted to the Committee a
list of probosals on economic policy, which she described as
"stray thoughts™. In this she stated that "either we can consi-
| der theAnationaiization of thevtop five or six banks or issue
directions that the résources of the banks should be reserved to
a larger extent for public purposes“.6 Other proposals in the
note included, the nationalization of the general insurance, and
the import of raw materials, the imposition of a ceiling on land-
heldings and urban property, changes in industrial‘licensing
policy to curb the power of moropolies; the appointment of a
permanent ﬁonapolies commission; the earmarking of all consumer
industries for small entrepreneurs; curbing restrictive trade

practices which resulted unhealthy trends in industry the sharing

5 FICCI, Proceedinz:
FICCI, 1268, p. 65.

lce éass'as sont ‘ y vol. XVII, 1969-70,
pp. >96-000.,
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of industrial profits by workers a minimum wage for workers
hitherto uncovered by law and the vigorous implementation of
land reforms. , _

Opinion'in the, Working Committee was deeply divided on
Mrs. Gandhi's 9ropasal§ for banks nationalization which was
supported by Kamaraj but strongly opposed by Rijalingappa,
Patel and Desal. In 2z letter to Desal, Mrs. Gandhi informed
him on July 167 that she had decided to take over the finance
portfolio from him although he would retain the deputy premier-
ship. Before Desal had replied to this letter of Mrs. Gsndhi's
assumption of the finance portfolio was offielally snnounced
and Desal accordingly tendered his resignation from the Cabinet
in a post-sceript to his reply and announced his resignation to
the press before gending it. |

Shortly after accepting Morarji Desai's resignation, Mrs.
Gandhi summoned a cabinet méeting at short notice in the evéning
of July 19, which unanimously approved the nationalization of
banks., The Acting President V.V. Giii issued the Banking
(Compenies Acquisition and Transfer of Undertakings) Ordinance
on the same'evehing to put this decision into effect.a

Mrs. Gandhi's action was widely acclaimed throughout the
country and welcomed by both leftist and cenirist political

Indian Express (New Delhi), 17 July 1969.
8 Ihe Hindusten Times (New Delhi), 20 July 1969,
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parties and groups including the so-called "Young Turks" and
other left-wing members of the Congress Party. The only majof
parties which announced their opposition to the measure were the
right-wing Swatantra Party and the Jan Sangh. FICCI was also
smong those who strongly opposed the govermnment's decision of
nationalization of benks.
ﬂaxiﬂgﬂlizaiign_ﬂi_ﬁanks_and

Ram Nath A. Podar, President FICCI issued a press state-
‘mént on 19 July saying that even hearing the Prime Minister's
speech on nationalization of banks he felt that it was a hasty
step, particularly when social control on banks was working
successfullyag He thought it would have its repercussions on
the country's economic growth. Expressing his views before
Films Division 6f the Government of India, on 24 July, he said
the Federation did not feel that there was any economic justi-
fication or pressure of circumstances for such a drastic measure.
The banking laws amended in 1868 gave énough 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 detalled discussion between Government and
monetary authority and organizational arrangements should have

10
-been made before taking such a step.

9 FICCI, Correspondence, 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 thch inter slia included the Presidents of the two
organizastions, Ram Nath A. Podar and J.M. Parsons respectively
met the Prime Minister on 25 July 1969,11 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 alieady beipg done under the scheme for social
control of banking. The Prime Minister, however, expresséd the
'view that the purpose was nét fully served and therefore,
‘nationalization was considered necessary.

The repre§entatives of the two organizations further
suggested that the Banking Companies (Acquisition and Transfer
of Undertskings) Bill, 1963 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
-communication addressed on 26 J’ulyl2 to the Prime Minisier Mrs. -
Indira Gendhi suggesting that the nationalized barks should be
run in accordance with 'business principles'. All directiées
should be given to banks through the Reserve Bank of India in
writting. 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., PPe 110-12,
iz Ibid., p. 112.



78

should be madé in the bill that custodian of the Bank wili call
meetings of shareholders with respect to each bank. The com=
mittee would loock after the interests of the shareholders when
agreements are negotiéted for compensation; the entire compen-~
sation should be paid in cash and not central bank promissory
notes or stock certificates.

The Prime Minister in her reply dated 29 July said that
there was no reason to fear that the legitimate needs of industry
and trade would be disregarded in seeking to meet the require-
ments of other priority areas, like other sectors of the economy,
industry and trade also contributed to material production,
employment and self-reliance. 12

Regarding the credit policy of nationalized banks the
FICCI President met the Governor of Reserve Bank of India (RBI),
L.X. Jha on 9 September 1969 to discuss the credit policy of
nationalized banks. The Governor assured that he did not envi-
sage any reductioh in advances to trade and industry.

To be surey the FICCI must have involved itself on the
issue of nationalization of banks before Govermment'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

"members in respect of this issue are unfortunately difficult

13 FICCI, Proceedings of the Executive Committee, op. 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 banks, 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
sctive consideration of the Goverrment 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 representatiéns to the Govermment on the
question. However, judged from the explicit response of the
FICCI to the issue af'ter nationalization of banks, it would
appear that the FICCI might have used behind the scene approach
to influence the decision. The FICCI seews at the time, as

the sqbsequent statement of the FICCI after nationalization,
would indicate, to have been favourable to the policy of social
control over the banks - the policy which was strongly advocated

.by Desal, Patel and other syndicate members.

vpl of I

Licensing Pali
Almost immediately after independence the first attempt
at working out an overall policy guidelines for development was
made 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 attalning the objectives of a national minimum stendard, full
employment and the establishment of a just soclal order. For
this purpose, in the field of industry a number of important
poliey proposals were made including the demarcation of indust-
ries for development through the decentralized sector and those
which were to be developed on large scale and the possibility
of integrated development of the two. It was suggested that
new undertskings in defence, key and public utility industries
as also those which were in the nature of monopolies or because
their scale 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. Control on investment and licensing of
rew undertakings were envisaged for the purpose of effective
coordination and harmonious development of different types of
industries. It was alsc recommended that all resources aﬁail-
able for investment should be subject to State control and
direction. At the same time banking and insurance should be
ﬂationalized, and the State should set up a Finance Corporation
for financing industries.

The report of the Economic Program@e Committee of the
A.1.C.C., raised considerable controversy and spokesmen of the

private sector expressed thelr concern at the recommendations.
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The.Government of India then called an Industries Conference
to congider 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 festures of this policy resolution were almost
similar to thé recommendations in the Economic Programme Com-
mittee's report. 4 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 active role in the development of industry. At
the seme 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 (Developmept and Control) Bill was introduced in the legis-
lature. The object of the bill was to declare certain industries
of all-India importance and to proﬁide machinery for their
development and regulation. The bill was expected to help
planning 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 changes 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 regulatory provision
| could be operated within the overall framework of a national
plan. .

As a part of the preperation of the Second Five Year
Plan, a revision was effected in the industrial policy. Another
important development of this time was the passage of the
Companies Act in 1956. wvhich provided another instrument to en-
able Govermment to regulate mareleffectively the organization
and functioning of the private sector in social interest. After
this Jawaharlal Nehru while moving in the Lok Sabha, on 22
.August 1959 said that the Draft (utline of the Third Five Year
Plan, be considered, referred to the oft-raised question about
who had benefited from the additional income that haed been
generated in the»cduntry as a result of developﬁent efforts.].‘4
He mentioned that in his %iew 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, a Committee under the Chairmanship of Professor P.C.
Mahalangbis: one of its terms of reference 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 Ccmmittee submitted its report in February 1964. Among

14 Lok babha.Seeretariat, Lok Sabha Debateg, 1lth session,
vol. 45, col. 3986,

15 Goverrment of India, Planning Ccmmlssion, Bﬁpgzﬁagi_ﬁhg
Part”z,'mew"Delhi, 1964,
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its many conclusions the Committee observed, that "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 financia} assistance rendered by public institu-
tions like the Indusﬁiial Finance Corporation, the National
Industrial Corporation (NIDC) etc.“.16 }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-
éion 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 econogic power in the private sector is more than what could
be justified as necessary on functional grounds".l? The Com-~
mitteevhad specifically drawn attention to the fact that indust-
rial licensing was an important instrument for preventing the
emergence of Industrial Monopolies. "Though this objective has
to be constantly balanced against the equiély imperative need

of promoting efficiency and productivity. Pointing out its

16 Ibid. y B 300
17 Ibido H po 540
18 Ibid.
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own limitations, the Committee emphasized the importance of
collecting "mere comprehensive and detailed information regard-
ing thé many aspects and ramifications of economic power and
controls in the private sector",19 so as to help formulate an
appropriate policy. |

In pursuance of fhis recormendation of the Committee,
Goverrment appointed the Monopolies Enquiry Commission (MEC)
in April 1964, "to enquire into the existence and effect of
concentration of economic power in private hands".20

Distinguishing between "productwise concentration'" and
"country-wise concentration®" the Commission pointed out that
"the planned economy which the Govermment decided to accept
for the country as the quickest way of achieving industriali-
zation on the right lines has proved to be a potent factor for
further cqncentration".zl 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 licensg-
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 Ibidey p. 55. -

20 Goverrment of India, Report of the Mongpolies Enguiry
Commission, 1965, vols. I and II, Delhi, 1966, p. 1.

21 Ibid., p. 6.
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the freedom of enfry into industry and so helped to produce
concentration". The Commission also drew attention to the
advantage which big business has over small pepple in obtain-
ing assistance from banks and other financial institut%gns as
snother factor helpful in the growth of concentrapion.
Pollowing these studies and the discussions on them, the
Planning Commission in July 1966, requested Profeésor R.Ke
Hazari, of the University of Bombay, to conduct a study so as
to review the operation of the industrial licensing systém over
the previous two plan periods, including orderly phasing of
licensing with réference_to targets of capacity - with a view
to suggésting where and in what direction modifications might
be made in the licensing policy. R.K. Hazari submitted an
interim report in December 1966.?3 One of his conclusions Qas
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 spplied for
and approved had tended to rise over the period. This was
special;y true of certain business houses, the most important
. of which according to him was the House of Birlas. On thig
report there was a debate in the Rajya Sabha in May 1967, during

which the Minister of Industrial Development made an announcement

22 Ibido, ppo 7“10n

23 Hazari, R.K., Interim Report to Planning Commission:
Andustrial Plapning and Licensing Policy, Bombay,
1966. ’ &
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that Goverrment would appoint a Committee to go into the basic
question regarding the functioning of the licensing system and
any advantage obtained through'it by some of the larger Indust-
rial Houses-.24

In pursuance of this assurance the Committee came to be
appointed on 22 July 1967 as an "Expert Committee to inquire
into the working of the Industrial Licensing System during the
past ten years".25 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 wofking,of the Industrial
Licensing System in the last ten years with a view to ascertain-

ing whether the larger industrial houses had, in fact, secured

24 3 : 2 ’ vol., LX; nos. 1-8 ’ 22 May to 1
June 1967 3y COl . 159].. _
25 The composition of the Committee is as follows:’

1) M.S. Thacker, Member Planning Commission, New
Delhi -~ Chairman.

2) H.K. Paranjape, Indian Institute of Public
Administration, New Delhi -~ Member

3) 8. Kumaramangalam - 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 May
1968, It is commonly referred to as the "Dutt
Committee™ after its chalrman Subimal Dutt. The
Committee was originally called the "Expert Committee
in Industrial Licensing". Subsequently it was desig-
nated as the "Industriel Licensing Policy Enquiry

+ Committee”.
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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 vhat extent the licences issued to
the larger industrisl 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;

(i1i) To examine to what e#tent the licences issued
have been in consonance with the policy of the govermment as
laid down in the Industrial Policy Resolution of 30 April 1956,
particularly in regard to the regionzl disposal of the indust-
ries, the growth of small scale and medium industries and the
policy of impoft substitution.26

All this is about the introduction of the system of
industrisl licensing in India. Xeeping in mind the initial
hypothesisy, my purpose is to see the iiﬁks between FICCI and
government, after the appointment and submission of the Com-
mittee repor?;//ﬁhat waleICCI’reaction towards the recommen~
dations made by the Committee, what sort of demands FICCI made
and how much success it achieved.

27
On 7 December 1967, in a circular letter, the Secretary

eport of the JIndustrizl censing
‘ Tew Delhig 1969, ppi 23“41¢
27 FICCI1, Correspondence, 9p. ¢it., 1968, pp. 260-64.

26 Goverrment of India,
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of Inquiry Committee requested the FICCI to submit its views
and suggestions on the terms of reference of the Committee.
After due consideration by the FICCI Committee and its Indust-
rial Develppment subcommittee, a memorandum wgs addregged to
the Secretary of the Dutt Committee on 21 March 1968, The
following major points were made:

(1) The large number of controls on setting up of
industries proved a major deterrent for many new entrepreneurs.

(2) The general economic outlook had not been conducive
to the industrial 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 projecps-

(3) The Pederation suggested a detailed and carefull
review of the whole range of industrial licensing procedure
wvith a view to doing asway with the licensing system. In case
the system was to be retained, it was suggested that the licens-
ing policies should be dovetailed to the needs of securing
accelerated development and assisting the establishment of
industrial capacity in a proper time seguence.

(4) On the question whether some entrepreneurs obtained
undue advantage on éhe'issue of licences it was pointed out that
under the existing systems of rigours controls and serutinises

the need to obtain the inter-departmental clearance for licences

28 Ibid.



89

prevented any entrepreneurs from teking an undue advantage.
Moreover, the issue of 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 1argé, 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 nof been lacking, when new
units entered in due course and conditions of competition thus
ensured, This had happerned 1n industries like dry batteries,
metalsy electrical equipments, etc.

(6) As regards non—implementation of licensed projects
and consequent pre-emption of cépacity, it was pointed out that
the problem'was equally applicable to both private and public
sector units. There were instances of applications from private
sector being rejected on account of the fact that the séme were
proposed to be manufactured in the public sector undertakings.
Difficulties of raising rupee finance, delagy 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 discouraged entre-
preneuis for speedily implementing the licensed préjects.

(7) Regarding the implementation of industrial policy,
it was polnted out that the development of large scale industry
itself had been providing opportunity for the simultaneous growth
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of small-gcale sector. It was'suggested that the best way by
ensuring infra-structure facilities and incentives rather than
by licensing mechanism. Such facilities might also induce
entrepreneurs to move away from coﬁgested 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 projéet 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 obtalning an
undue advantage over others in getting loans.

After considering FICCI's suggestions the Committee had

recommended certaln radical changes in the industrial licensing
| policies and procedures such as, inter alla, adoption of a meti
culous system of licensing including those industries which
have been delicensed ban on entry of larger industrial houses
in a considerable segment of industry, comprehensive planning
for core industries, long term product bans, area bans etc. Th
Committee had also recommended that the financial institutions
should have & say 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

ngmLL“gg, chernment‘cf India, Einistxy of Industrial
Development and Company Affairs, July 1969.
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EICCI's Reaction

YAt the meeting of the Reviewing Subcommittegoof the
Central Advisory Council of Industries on 14 July, on behalf
df 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)
and its Subcommittee.a«l After the report was placed before
?arliamant on 21 July 1969, the FICCI President Ram Nath A.
- Podar wrote to Fakhruddin Ali Ahmed, Minister for Industrial
Development, International Trade and Company Affairs request-
ing that the report be placed for detalled discussions by all
~concerned with the implementationsz of its recommendations.
Along with this on 2 jsugust FICCI Secretary-General, G.N.
Bansal33 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 Subcommittee and CACI

30

3eport of the Proceeding

wu., 1969’ p. 1220

31 For meaning of CACI and its subcommittee, its function
and formation see chapter II, pp. 60-563.

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 of Indian Institute of
Foreign Trade and Executive Committee of Indian Council
of World Affairs. :
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and also sufficient time be given for those who were interested

in submitting their comments on the report.

Accordingly a meeting of the Standing gzmmittee of CACI
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 recomméndations
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 its detailed comments, and views on the
report.36 Accordingly the FICCI's comments were finalized by
the Indistriasl Development Subcommittee at its meeting held on
16 September %}; Bombay and submitted comments to Government on

15 September. The Federation in its comments pointed out

34 FICCI, 't of '
Committee, op. cit., 1969, p. 113,

35 FICCI, Re : ] :
(The Subcommittee was reconstituted with S.S. Kanoria
as chalrman, 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
giggings ware presided over by a.S. Kanoria.
Qe y X 4 : QHI s;j ﬁ.
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 ag possi-
ble should be exempted from 11censing. The Federation also
pointed the administrative and other implications of the pro-
posals to convert loans extended by the financial institutions
into Equity holding and participation in management of assisted
enterprises. On behalf of the Preﬁid@p¥ of Federation Charat
Rem who attended the meeting of CACI cn‘21 September which
fAconsideredithe Dutt Commitéee Re?off once agsin 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 Goverrnment
of India announced a revised industrial licensing policy
through a press note issued on 18 February 1970. 38 The main
features of the policy were: Relicegsing 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.1l 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 of joint

sector and the introduction of a separate criteria for licensing

38 Ihe Hipdustap Times, 18 February 1970.
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of industries belonging to categories like "larger in@ustrial

houses"

39
as defined by the Monopolies and Restrictive Trade

40
Practices Act of 1969 (MRTP) Act of 1969, and foreign con-

" 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 Industriasl 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 for the development

in the small scale gector, that Goverrnment might venture into

quick maturing projects including consumer goods industries

and that in respect of industrial finance in future public

finanecial institutions might'stipulate a condition regarding

conversion of loans into equity in loan agreements.

Through a notification dated 19 February 1970 Government

39

40

Under Section 2(d) of MRTP Act of 1969, 'dominant
undertakings' means an undertaking which either by
itself or slong with interconnected undertaskings -
(1) produces, 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 any
services that are renderéed in India or any substantial
part thereof, MRIP. Report, Govermment of India,
Ministry of Industrial Development, 1969,

The MRIP Bill of 1967 was introduced in 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)'
lieen31ngi§9.ﬁs.l crore subject toc the condition that the pro-
posal envigagéd not more than 10 per cent of the investment or
Rs.10 lakhs which ever is less, by way of foreign exchange
outlay on capital goods imports. The industries reserved for
gﬁail scale sector and core sectors as also undertakings belong-
ing to larger industrial houses, dominant undertaskings and
foreign concerns would not be eligible to avall of the exemp=-
tion.41 | |

The Federstion's conéern was expressed by its President
Ram Nath 4. Podar in a‘press statement issued on 19 February
1970. He described the Goverrment's decision of industrial
licensing policy 'a mixed bag'.42 While welcoming the ralsing
of the limit of the axemétion from Rs.25 lakhs to Rs.l ¢rore,
he sald that qualifications that industries falling under this
exemption limit will not have any assurance of foreign exchange
even for marginal imports of some capital goods not manufac-
tured in India and raw materlals 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, Correspondence, op. ¢it., 1970, pp. 317-18.
42 Economic JTimes (Bombay), 19 February 1970.
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financial institutions and the borrowing comparny becoming over
capitalized but may also shy away prospective investors for
fear of undue interference and the company coming under the
control of the financial insﬁitutions and/or Goverrment. The
policy also excludes a large number of business houses from
participating in the process of industrializing the countgy.
The results would be that the experience and expertise and the
resources ofvthese business houses will be a loss to the
community.

‘The implication of the revised licensing policy were
considered in detall by the Committee of the Federation 43on
4 March. Under another notice Govermment exempted from licens-
‘ring substantial expansion of existing undertaking by a maximum
of Rs.l ciére subject to the condition that the foreign exchange
outlay on capital goods is not more than 10 per cent of increase
'in‘assetg or Rs.l0 lakhs which ever is less. In a press note
dated 13 March;44sovernment also annoupced 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-factory value of production of Rs.3 lakhs, which ever

1970, p. 107 , ’ ’
44 Press Note dated 13 March 1970, issued by the Ministry

of Industrial Development, Internal Trade and Company

Affairs. FICCI, Correspondence, 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 connention. 1In
aniother attempt, pertaining to simplification of licensing
policies and procedures under MRIP Acty FICCI organized a
seminar on "Industrial Development: Its Challenge and Poten-
tiality" 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 Ministry of Industrial Develop-
ment. At thls meeting the latter was appraised of the various
conclusions reached by the seminar. _

On 19 January 1971, the Ministry of Industrial Develop-
ment forwerded to the Federation a background note on simplifi-
cation of the licensing procedures.45 The note cutlined certain
alternative methods of reducing delays in licensing within the
framework of existing licensing poliey. 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

e = . ‘ ’
F‘ICCI, Q_QL‘I.Q.SD.QBQ.QBSE.: QR. cit., 1971, pp. 217-19.
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secondly that the practice of preparing detalled summaries of
consideration of Licensing Committee be discontinued in order
to save time. The note was circulated among the constituents
for tpeir views and on the basis of this a memorandum was suzg
mitted by the Federation to the Govermment 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 gpages of adminis-
‘trative clearances such as letters of intent licensing, colla-
boration, imports, foreign exchange clearance, MREL;P Act clearance
vherever these were involved. It took‘about two to three years
period for completing all these forﬁalities. It was therefore
necessary, to attempt at simplification of all the varied pro-.
cedures. The stress should be to enlarge the area of exemption
- from 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
at present followed step by step and separate proéesses one
following the other where industries were not eligible for
exenption, the effort should be made to give simultaneous
clearance to applications. It was also suggested that the 10

per cent limit on forelgn exchange outlay on capital goeds and

46 FICCI, Correspopgdence, Qp. ¢it., 1971, pp. 230-41. On
23 April these suggestions were also forwarded to
Ministry of Industrial Development, Ministry of Company
Affalrs, snd also the Secretaries of various Departments/
Ministries concerned with the subject.
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- 8 per cent limit on import of raw materials prevented even some
smaller units from availing of exemptions from licensing and
thérefore should be released. The idea should be to exempt from
the need to get prior sanction in respect of each and every
aspect of the scheme. 4 single ministry 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 collsboration approvals
should be subject to certain guidelines and should be speeded
up. The procedure for intercorporate investment should be
simplified in order to facilitate more fruitful investment in
expansion of new units.

The.suggestionS’cf the Federation were considered at the
meeting of the Central Advisory Ceuneil of industries on 12 May?7
The meeting was attended on behalf of the Federation by the
Prenside;nt S;S‘v Kanoria,4sand it was presided over by the minister
for industrial development, Moinul Haque Choudhury. The dis- |
cussions centred round simplification of industrial licensing

procedures and industrial research and development. The notes

- 47 FICCI, e eding
1971, pp. 110-12.

48 Menaging Director, Kanoria Chemicals and Industries Ltd.
and Director of Ratnakar Shipping Co. Ltd.; India Jute
Company Ltd., New Gujarat Cotton Mills Ltd. and others.

He was President of Indian 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 meeiing. Kanoria suggested that Goverrment
should liberalize licensing and a procedure for simultaneous
clearance of application be adopted in order to avoid the de-
lays involved in stage by stage process of consideration and
disposal of licences, imports, cellaboration, etc. It was
also necessary to allow existing units to expand and diversify
since in many céses production could be considerably increased
by installation of balancing equipment, there should not be
any need for prior govermment sanction in the case of private
sector participation on a,miﬁority basis in projects licensed
in the name of State Industrial Development Corporations.
After the meeting the Presidént submitted the note on simplifi-
cation of licensing procedures on 21 May 197049to B.B. Lal,
Secretary, Ministry of Industrial Development.

Further efforts were made by FICCI at the thirteenth
meeting of the reviewing subcommittee held on 22 June 1871,
under the chsirmanship of Rashir Ahmed Sayeed. When, FICCI
President S.S. Kanoria suggested that the conly way to speed up

“the disposal of applications received by Goverrment was to ralse
the exemption limit fof licensing arnd to liberate licensing
without reference to the Licensing Commit;ee in the case of
applicaticns envisaging investment up to Rs.8 crores. Licensing

was only the first major step towards establishing industrial

49 FICCl, Correspoudence, Qp. cit., 1971, pp. 242-7,
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units, what was more significant was the basls on which effec-
tive steps were taken. He said that establishment of industrial
oapacity_wnuld be greatly speeded up if the simultaneous proce~
dure for clearance and disposal of appiicayions was adopted.,

So to convince goverrment authorities about the need for
liberalization of industrial?peliey,‘FICCI organized a seminar
in cellaboration with the Bur;gp of public Enterprises on 30
and 31 August on 'Maximization ;f Capacity Utilization and
Productivity' at New Delhi. The seminar was inaugurated by
Moinul Haque Choudhury, Minister for Industrial Development.
About 200 delegates from_Government, private and public sector
undertekings and finaneial institutions, participated in the
seminar.

All the efforts made by.FICCI regarding the liberaliza-
tion of licences came true at a meeting of the CACI held on 10
November 1971.§0 When the Minister for Industrial Development,
Moinul Haque Choudhury said that Government had taken a decision
to permit existing units to increase production by 100 per cent
of their licenéed 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, Govermment of India in a press nole dated l;January

1972, announced various steps on that behalf. In respect of 54

50 FICCI, Proceedings of the Executive Committee, op. cit.,
1971, pp‘ 109"100
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51 :
important industries, it was decided to allow additional pro-

duction to the extent of and subject to the condition, viz.A

(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 sllowed to increase its licensed capacity on
the basis of maximum utilization of plant snd 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.
Kanoria, on 3 J atiuary 1972,52 welcomed the decision of the
Goverrment and also urged upon Goverrmment to take speedy action
to dispose of the applications pending before them and also
quickly to éanction those which would be foithecming in future.

Further Govermment in another attempt to simplify the
licegging procedures announced through a press note on 19 Februar
1972 the establishment of a 'Task Force' to consider cases
regarding endorsement for higher capacity from larger houses and
foreign majority concerns which were not eligible for automatid
endorsement of higher capaéity as in other cases. Along with

54
that, through & press note dated 3 Qctober goverrment added 11

51 Industries listed in Annexure I - FIGCI, Correspondence,
op. cit, 1971, pp. 258-9,

52 lndian.ﬂxm: 3 January 1972.
53 Economic Times, 19 February 1972.
54 Press Note issued by Government of India, Ministry of

Industrial Development, New Delhil, lndian_ﬁxﬂzgsa,
4 Qctober 1972.
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more industries to the earIier 1ist of 54 eligible for incresas-
ing capacity by 100 per cent or maximum utilization basis.

Commenting on vaernment's decision in a communication
dated 9 March 197255 to the Secretary of the Ministry of Indus-
trial Development, the Federation pointed out that the. indust-
rial licensing. procedure was 'still a meajor 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 related procedures
was necessary. ' It was suggested lnter alla, that considerable
time could be saved if licences were issued straightway
instead of letter of intent in all cases in which no foreign
collaberation and capital goods imports were involved. The dis-
posal of applications could be speeded up if increasgsing resort
was made to the practice of condueting across the table discus~
sions. Government should review the feasibility of increasing
the exemption limit for licensing to Rs.5 crores and that the
definition of assets for the purpose of licensing policy should
be the same as adopted under the MRIP Act.

Again FICCI got success when on 2 February 1973,56&overn-

ment announced a number of decisions through classifications on

55 FICCI, Correspondence, op..cit., 1972, pp. 212-14.
56 Ibiﬁ.g 1973“74, ppt 37"42.
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vindustrial policy and licensing under the Industries (Develgg-
ment and Regulations) Act. In a press note dated 2 August,
Government announced the revised procedure for reglstration of
industrial unit with the Direcﬁorate-ﬁeneral of Technical
Development (DGTD) or other concerned technical authorities.
This procedure was applicable to all undertakings which were not
required to obtain ‘an industrial licence but required on import
licence for capital goods, for approval of foreign collaboration
should first obtain capital goods clearance and foreign techni-
cal collaboratiQh approval prior to applying for registrétion
with the concerned technical authorities. In addition to that
Government took another decision on 31 Cctober 197358 in regard
to the schemes envisaging investment up to Rs.l crore, the
entrepreneurs would be permitted to apply straightaway for capi-
tal goods import licences if involved irrespective of the value
of such import without having to get a letter of intent in the
first instance. Government also announced the formation of a .
combined secretariat for 'Industri;l Approvals and Pioject
Approval Board’sgin order to facilitate simultaneous congidera-

‘tions and disposals of industrial application envisaged in

57 Press Note issued by Government of India, Ministry of
Industrial Development on 2 August 1973.

58 Press Note dated 31 October 1973 issued by Ministry of
Industrial Development, Kew 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 (8IA) which has been formed as a separate division in

(Contd. on next page)
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various ¢learances, 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 MRTP casesy 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-
cedural simplification announced on 31 Qctober 197361 by Govern-
ment expréssed the hope that the new set up for consideratioh
and disposal of applications would substantially cut down delays
and thereby help accelerate the process of industrialization.

It sppears from the decision of the Government on step
by step liberalization of Industrial Licensing Policy yis-a~vis
FICCI's spprosch, that (1) There is regular contact or linke

the Ministry of Industrial Development. The SIA will be
responsible for receipt of applications, processing them
through the concerned approval committees and for i1ssu-
ing of final orders of goverrment 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 Direcltor, Cloth and General Mill Company Ltd.,
Delhi, has held managing responsibility for 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 India, Governing Bodies of Indian Insgtitute of
Management, Ahmedabad Administration College of India,
Hydersbad and Sri Ram College of Commerce, New Delhi.

61 - Ipdian Express, 1 November 1972.
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between FICCI and Govermment. (2) That FICCI applied all thg
forﬁal channels (that is by attending 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, Goverrment
could not consider the private sector as pariszh and also by
liberalizing the licensing policy will not affect its party
position. '

. The Cage of General lnsurance

Similarly on the issue of nationalization of general
insurance FICCI maintainéd its contacts with the govermmental
authorities on various levels. Even before nationalization of
general insurance, the ad hog committee of the FICCI met the
representatives of the General Insurance on 10 January 1970,62
and discussed with them the question of nationalization. In
view of the discussions held the Federation c¢irculated to the
Members of Parliament a note indicating the adverse impact of
haticnalization of general insurance. The President of Federa-
tion also addressed a communication dated 15 January 1970631:0
R.K. Khadilkar, Minister of Staste in the Ministry of Finance,

suggesting that before any drastic step was taken, Goverrment

62 FICCI, Pra

1969, pp. 60-61.‘:
63 Fipancial Express Bureau, 17 February 1970.
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should appoint 2 commission to enquire into the issue. The
President pointed out that nationalization of general insurance
would be uneconomic to goverrment end injurious to the insured.

In support of his contention, Ram Nath A. Podar mentloned
four important reasons:

Firstly, there is no reason why General Insurance parti-
cularly after the imposition of social control should invite
such a drastic step. The economic factors involved are clear
and more or less well known.

Becondly, 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 goverrment. 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
competition and thereforec the gervice to fhe ¢lients has been
efficient. In the last fifteen years for instance the premium
rates have been reduced four times involving a net reduction of
40 per cent in case of five rates, 30 per cent in case of marine
rates and 10 per cent in other cases. It is worth noting that
in this period the life insurance has not made any similar
reduction.

Finally, nationalization is probably . less harmful when

the service that is rendered is more or less uniform and is not
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personalized in character. General Insurance unlike life insuranc
is complicated business making each claim a potential case of
litigation. Besideg,General Insurance with its limited business,
has to settle about 5 lakh claims a year as against 2.5 lakh
claims by life insurance.64

In another communication dated 15 July 197065 addressed
to Y.B. Chavan, Minister for Finance, the President, D.C. Kothari,
seid that general insurance was by no means a crucisl sector of
the economy to call for complete ownership of Government. So in
spite of keeping links on 211 levels of governmentsal authority,
FICCI falled to convince the goverrment of ;ts point of view on
the question of nationslization of general insurance and by a
presidential ordinance promulgated on 13 May 1971, the msnagement
of all general iﬁsu:ers ~ Indian as well as foreign - doing busi-
ness in India was taken over by government.

The Finance Minister Y.B. Chavan, told newsmen, "we are
taking one more step to implement the mandate of the people.
This was one of the major planks of our election manifesto".66

Industrial and business circles were taken by surprise

by the announcement on nationalization of general insurance.

President of FICCI 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, op, ¢it., 1970, p. 114.

66 Times of Indis, 14 May 1971.
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general insurance 'cannot help achieve' the priority objectives
of providing employment and giving a better deal to the poorer
section of the community. The decision had come as a 'surprisg'
particularly in view of the fact, there were a number of more
pressing issues before the people end the government,\ S. 8.
Kanoria Said.67

Further he stated it would not only place unnecessary
additional burden on the financial and administrative resources
of goverrment but aiso 'adversely affect' the climate of foreign
1£vest§ent. | |

~ The (rdinance promulgate;i provided for the payment of
compensation to insurers whose management had been taken over.
The Bill was passed by the Parliament on 30 May 1972 and was
Areferred to thé select committee on 31 May.

| In order to get favourable decision on the quantum of

compensation, which was to be decided by the Joint Select Com-
mittee set up by the Parliament, FICCI made {its first attempt
in its communication on 13 JulyGS 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 baslc issues relating to

nationalization. One of the issues related to the netionalizatio

67 Economic ITimes, 14 May 1971.

68 FICCI, LQCeE
pp. 67-68,
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was fhe quantum of compensation that was ﬁaid to those who were
diépossessed of their interests in industry or business. Accord-
ing to FICCIzghould be just fair and equitable failing which
investment in 1ndustry would be seriously affected. The Committee
also made the point that the shareholders of the General Insurance
Companies should, in all falrness be paid some additional amount
towards goodwill of the companies.

. Subsequently on 18 July 1972, the following representation
of the Federation gave evidence before the Joint Committee.
Madan Mohan Mangaldas, Charat Ram, Tﬁlsidas Kilachand, Ram Nath
4+ Podar, S. Naraysnaswamy, G.L. Bansal, P. Chentsal Rao and
K. Krishnamurti. .

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‘othgg needs of industry, the Joint Select
Committee recommended an additional Rs.5 crores by way of com-
pensation to the Indian Insurance Companies. The report of the
Committee was presented to the Lok Sabha by Darbara Singh, the
Committee Chairman and afterwérds passed by bdth the Housesof
Parliament. |

VKbeping in view the correspondence between FICCI and

Government, on issues of nationalization of banks and General

69 Hindustan Times, 22 August 1972.
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Insurance it appearé’that FICCI could not persuade the govern~
ment to revise its decision because (1) the issue of banks
nationalization was definitely related to the internal power
straggle in the party; and (2) there was strong pressure from
the left-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. 4ll these events
compelled the Govermment 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 froﬁ Y.B. Chavan, the
Finénce Minister's statement of 14 Mgy 1971.

But on the issue of compensation to'be paid toc those who
were dispossessed of thelr property, FICCI got success in con-
vvincing the Government of its view.

- In conclusion it can be said that FICCI will be least

influential on fundamental issues of policy which are central
to the programme of party in office, in éther words, although
it has not been sble 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 pﬁblic sector.
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It would seem from the foregoing discussion that FICCI
is not concerned with public policy in its entirety. It is
concerned almost exclusively with influencing regulatory and
developmental policies of the Goverrment. Iﬁ would also seem
that it has succeeded, albeit moderately-in4regard to distri-
butive issues, It has had no success worth mentioning in
‘influencing the redistributive policies of the Government. It
has not takten sny 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 fact. First of all there is the indecision -
within the FICCI itself. Secondly, the Government is more
anxious to burnish its own popular image than to éblige the
business. Thirdly, FICCI has not taken pains to present its
 case before the Prime Minister in proper perspective or press
the merits of its case on appropriate occaslions. Lastly, FICCI
has not organized effective lobbying at the Congress Party
level,‘at the ministerial level and in Parlisament.

To cite an exampley, it could not delay or modify the

decision to nationalize life insurance snd general insurance,
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" although it was the basic programme of the party ih power during
the 1950s to bring all major credit facilities under Govermment
control. It could not stop the levy of a variety of taxes on
wealth, income, expenditure etc. - taxes levied with a view to
ralsing the resources needed.for development and redistributing
income in fulfiiment of the Congress Party's commitment to socio-
economic change. At ghe various party sessions the Congress

has committed itself to socialism, development and distribution

- of wealth and re#ources. It is not that the Goverhment ralses
such redistributive issues on its own. The Government does so
under pressure. Distributive justice enables the Govermnment to
make a bid for public support and secure a new #ase of life.
/ﬁhat FICCI can do at best in the circumstances is to convert a
redistrlbutive gb%o a regulatory one. In such efforts it should
s0 project its alms as to make them seem not incompatible with
the 1nterests of the nation rgther than merely self-serving.
Sometimes to safeguard business interest, FICCI finds it advan-
tageous to support the Government in,exércising greater regula-~
tion and control and thereby delay total nationallization. For
‘example, on the issue of nationalization of banks and general
insurance, it threw its weight behind the policy of social
control, thinking it to be better than total nationslization of
banks. By backing the Government in choosing a regulatory policy
rather than the policy of total naticnalization, FICCI succeeded

in preventing total loss of business control over credit. It has
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generslly succeeded in convincing the Govermment of the need

to make c¢redit allocation through a committee of 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-
rammess

| In areas other than redistributive policy issues, FICCI
has been somewhat more successful in modifying or delagying
Government action if not in blocking it altogether. 1t ig true
that it could not stop the enactment of the Industries (Develop-
ment end Regulations) Act of 1951, which almost brought all
private sector activity under strict Government regulation and
control. However, it did succeed in getting some useful modifi-
cations introduced in the Industrial Licensing Policy and Proce~
dures. While discussing the issue of liberalization of the
industrial licensing policy in the third chapter we have seen how
by using all formal channels of accessl FICCI succeeded to a
large extent in persuading the Government of the need to liberal-
1ze industrial licensing policies and procedures.

It is generally accepted in India that FICCI is the only
spex business oréanization capable of taking bold action and of
establishing continuous day-to-day contact with the Govermmental
authorities at all levels. How far it has been able to exploit

1 That is by keeping personal contacts with the Ministers
and with the Secretaries of the Ministries, attending
the CACI meetings, submitting memoranda to the Government,
and organizing seminars on the subject.
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its access to the Goverrnment and the decislon-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 'gaining for themselves
specific distributive benefits directly from the Government, but
buginess collectively has not been able to influence the direc-
tion of public policy in India effectively.

}<§§es FICCI possess adequate persuasive machlnery to cope
with ité task of influencing the Goverrment? FICCI has impres-
sive headquarters; it owns a staff\of professional analysts; and
yet their level of professional knowledge is completely 1nade—
guate. The leadership in FICCI, right frgm its inception has
been in the hands of individuals noted for their big economlic
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 oligarchy.
Naturally selfish interests take precedence over collective
leadership and the 6rganization‘s interests. 4ll the contacts
of the legdership with the Government and the larger societyv
seem to be calculated to project the particular point of view
of this oligarchy rather than the point of view of the business
community as a whole. For example, the leaders of the Federation
have often kept themselves busy with the problems relating to
jute, tea and textiles and completely ignored the general develop-

ment of big and small industries. Ko wonder, therefore, that the
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FICCI leadership has had to face strong opposition from a
giﬁgrity group which wants to emphasize the need to project a
uﬁited 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.

Urie may egree with Kochaneka when he says that most mem-
bers of Parliament ha&e reservations about the lobbying practices
of business., This isy, however, a situation for which business
itself must take the blame; for, generally speaking, it 1s true,
as Members of Parliament often allege that most of the material
supplied:by business associations is one-sided, unimaginative,
and easily refuted. Why must FICCI use "a bull-headed approach"
and attack every clause of a legislation? It should display
.discrimination and chooge 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 of Parlisment are much'too bulky and
contain a good deal of redundant and unnecessary information.
Members of Parliament are already flecdeq2;¢§ariety 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 P M'S PP 256-64,
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FPICCI. FICCI should, therefore, prepare its material carefully,
highiighting 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 ﬁhe mosf of the lobbying opportunities
available to them in Parliament and outside.

He now pass on to a consideration of the particular cri-~
ticism made of the operation of FICCI as representing business
in India. |

,/§ICCI organizes every year a valuable annual meeting in
which the resolutions of member bodies are presented, a meeting
of chamber secretaries is held, elections are conducted, and
important resolutions concerning FICCI as a whole are adopted.
Apart from this funetion, FICCI acts on a day-to~day basis
through its representatives on a variety of bodies. It has, on
Vthe 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. Sundarsm, Pregident of the Indian
Chamber of Commerce; Coimbatore, stated on 27 June 1965, ﬁhat
FICCI was not able to render effective sérvice to all of its
constituents., He proposed the formation of a Federation of
Chambers of Commerce in all the féur 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 in different States or through the
2onal’meetings of the secretaries of important chambers which
it has encoursged. If FICCI is to play a role in modern plann-
ing, information collection, and overhead development it must
go all out to eﬁcourage specilization and co—operai:ion among
chambers and rationalize its regional coverage. Its role in
guiding indﬁstrial assoclsastions may have to be even more cieci—
sive and it would have to take into account any negative prohi-
bition that the Monopolies Commission may lay down as well as
initiste positive measures on the basis of the recommendations
of the industries concerned so as to develop a sense of partici-
pation in those industries.

}i In general 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 general policy of the Govermment, the parties in
Parliament, and the structure of Government. When a party is
permitted constitutionally and administratively to exercise
effective guidance over the general conduct of Government and
over the formulation and implementation of decisions, it tends
to affect pressure group participants in different ways and in
varying degrees. O(ur study shows that pressure groups are .;Least.
influential on issues of poliey which elash with the programme
of the partiy (or of any coherent coalition of parties) in office.
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