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 Government  control  over  functioning  of 

Foreign Banks in India 

*85. SHRI SHIV PRATAP MISHRA: 
Will the Minister of FINANCE be pleased  
to state: 

(a) whether Government exercises any 
control over functioning of foreign banks in   
the   country; 

(b) if so, what are the details thereof; and 

(c)  if  not, what  are the reasons therefor? 

THE MINISTER OF STATE IN THE 
MINISTRY OF FINANCE (SHRl DALBIR 
S1NGHJ: (a) to (c) A Statement is laid on the 
Table of rhe House. 
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Statement 

(a)  to  (c>  Foreign  bank* operating  in the 
country  are required to comply with the   
statutory   requirements   contained    in 
Banking   Regulation  Act,   1949,     Reserve 
Bank of India Act, 1934, and other      relevant   
statutes.    The  Reserve     Bank  of India    
(RBI)    are   responsible   for   supervision,   
control   and   monitoring   of      the functions  
of   foreign  banks   as   in      the case of other 
scheduled commercial banks The   working  of 
foreign. banks  in   India is  also  reviewed  by 
RBT    each year on the   basis   of   the  
information       available from  their balance 
sheets,  statutory      reports  and  other   returns  
received       from them.   The   foreign   banks   
in   India   are inspected   by   RBI   at   
intervals   of      two years.       The  system  of     
inspection       is elaborate  and   aims  at 
examination      of all   aspects   of   a   bank   
including   quality of management, operational 
and business strategies   credit      portfolios   
and   assessment  of   problem   credits. 

SHRI SHIV PRATAP MISHRA: Ma-dsim 
Deputy Chairman. I would like to know from 
the  hon. Finance Minister, through you. 
whether it is a fact that most of the foreign 
banks fix their own rates of interest on the 
deposits and loans in violation of the 
guidelines fixed by the Reserve Bank of India 
thus dis-ttirbing the uniformity in the  interest 
rates of other banks. This arbitrary 
functioning of the foreign banks is highly 
detrimental to our nationalised banks. May T 
know from the hon. Minister whether the 
Government is aware of this fact. And if so, 
what steps are contemplated to ensure that the 
Reserve Bank of India's norms are not 
violated? 

THF MINISTER OF FINANCE (SHRT 
MANMOHAN SINGH); Madam the foreign 
banks as well as the Indian banks are 
expected to comply with the rates of interest 
as stipulated by the Reserve Bank and T have 
not come across any violation of that by the 
foreign bunks. 

SHRI SHIV PRATAP MISHRA: The 
foreign banks, as we have observed, have a 
tendency to turn themselves into exclusive 
preserves of their vested interests  in  matters   
of   recruitment,      dis- 

cursement of loans and patrcnisatjon. This 
tendency, if not checked property, may lead to 
unhealthy practices. May [ know from the 
hon. Minister if, in keeping with his policy of 
openness, suitable measures are being takes to 
ensure that the foreign banks do not  remain 
to be the exclusive domains of their privileged 
patrons but are open to the benefit of the 
common man of the country? 

SHRI MANMOHAN SINGH; Madam. it 
goes without saying that the foreign banks 
have to function in this country within the 
four corners of our laws. Therefore, whatever 
laws we have,  they have  to   abide by those 
laws. 

 

SHRI MANMOHAN SINGH: 1 would say 
that this matter is going to be investigated. 
We have ordered a special audit of the four 
banks which account for the major proportion 
of this securities transaction. Until then [  
don't   want  to   pass  a  judgement. 

Reeonetitution   of  boards  of AT&IA 

*S6.  SHRIMATI   RATAN 
KUMARI; 

SHRI  CHATURANAN 
MISHRA: 

Will the Minister of CIVIL AVIATION 
AND  TOURISM be pleased      to 
state: 

(a) whether it is a fact that the Boards of 
Air India and Indian Airlines have   been   
reconstituted   recently;   and 

†The question was actually asked on the 
floor of the House by Shrimati, Ratan   
Kumari. 


