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RAJYA SABHA

Tuesday the 26 November, 1991/ 5th
Agrahayana, 1913 (Saka)

The House met at eleven of the clock, Mr.
Chairman in the Chair.

OBITUARY REFERENCE

MR. CHAIRMAN: I refer with profound
sorrow to the passing away of Shri T. S.
Avinashi Lingam Chettiar, a former Member
of this House, on the 21st November, 1991 at
the age of 88 years.

Shri Chettiar was born at Trippur town in
Coimbatore District of Tamil Nadu in May,
1903 and had his education in the
Pachaiyappa's College and the Law College,
Madras.

He gave up the legal profession in 1930 to
join the freedom struggle. A staunch
follower of Mahatma Gandhi, Kri Chettiar
underwent imprison- ent several times
during the turbu- ent days between 1930 and
1942, for tctively participating  in the
Salt oatyagraha, the Civil Disobedience
and the Quit India Movements.

Shri  Chettiar had a long parlia
mentary  career  starting ~ with  the
membership of the Central Legislative
Assembly from 1935 to 1945 and of
the erstwhile Madras Legislative
Assembly from 1946 to 1951. He served
as Minister for Education in the Gov
ernment of Madras from 1946 to 1949.
He served as a Member of the Lok
Sabha from 1952 to 1957 and repre
sented the erstwhile State of Madras
in this House from April 1958 to April
1964.

Shri Chettiar had special interest in the
spread of education and founded many
educational institutions.

Shri Chettiar was a prolific writer and
authored many books in Tamil and English
languages. In his death. the nation has lost an
eminent educationist and a  dedicated
reformist.
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We deeply mourn the passing away
of Shri T. S. Avinashi Lingam
Chettiar. [

I request Members to rise in their
places and observe silence as a mark
of respect to the memory of the
departed.

(Hon. Members then stood in silence for
one minute.)

MR. CHAIRMAN: Secretary-
General will convey to the members of the
bereaved family our sense of profound
sorrow and deep sympathy.

ORAL ANSWERS TO QUESTIONS

Setting up of New Banks In the Private
Sector

*61. SHRI HARVENDRA SINGH
HANSPAL: Will the Minister of FINANCE
be pleased to State:

(a) whether  the High Powered
Committee on financial sector reforms is
looking into the modalities for permitting the
private sector to set up new banks in the
country,

(b) if so, what are the details in this
regard;

(c) whether the competition in banking
industry would increase substantially as a
result thereof;

(d) what are the details of the private
sector interested to set up such banks in the
country; and

(e) the extent to which this step
would be useful to the public?

THE MINISTER OF STATE IN THE
MINISTRY OF FINANCE (SHRI DALBIR
SINGH): (a) to (e) A Statement is laid on the
Table of the House.

Statement

The High Level Committee set up by the
Government under the Chafr-manship of Shri
M. Narasimham was asked to examine all
aspects relating
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to the structure, organisation, functions and
procedures of the financial system. It has
submitted its report to the Government on 20-
11-1991. The report of the Committee will be
processed on the basis of detailed
examination of all its recommendations in
consultation with Reserve Bank of India
(RBI) and other concerned agencies.

The Banking Regulation Act, 1949
provides that no banking company shall carry
on banking business in the country unless it
holds a licence issued by RBI. Before
granting any licence, RBl may require to be
satisfied by an inspection of the books of the
company or otherwise that the conditions
Stipulated in the statute are fulfilled.

RBI has reported that no proposal for
setting up of banks in the private sector is at
present pending with it.
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THE MINISTER OF FINANCE (SHRI
MANMOHAN SINGH): Sir, I have stated on
several occasions that the Government has no
plans to privaties the nationalised banks
There is no pressure on us to do so. Thet- -
sfore, there is no question of the World Bank
putting it as a condition for giving us any
loans.
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SHRI MANMOHAN SINGH: Sir, there is
no doubt that our banks after nationalisation
have expanded into areas and sectors which
were unthinkable before nationalisation. But
it would also be not correct to say that we are
satisfied with the working of the banking
system. There are complaints about the in-
efficiency in our banking system. There are
complaints about the profitability of the
banking system. I have stated on several
occasions that our banking system must come
up to the level of the world class standards if
anybody is to meet the challenge of the type
of economic reconstruction and economic
revival that we want. Therefore, we are
conscious of the fact that there are a lot of
lacunae in the functioning of the banking
system. It will foe our effort to deal actively
with those problems.
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SHRI A. G. KULKARNI: The Minister
himself has admitted that he is not satisfied
with the functioning of the nationalised
banks. I am also not satisfied with their func-
tioning. When the banks were nationalised,
we were very happy in this House. When
Indiraji took this decision we thought that
some new innovations will come in the
interest of the poor and the downtrodden. But
I am very sorry to say, Mr. Minister, that you
have also mentioned that the working totally
lacks that commitment to the poor, totally
lacks commitment to the consumer and
thereby, the banks have become irrelevant to
the cause for which they were nationalised.

MR. CHAIRMAN: So, what is your

question?

SHRI A. G. KULKARNI: I am coming to
that. Give me a minute, Sir.

MR. CHAIRMAN: Have your questions
become irrelevant? He will

answer that.

SHRI A. G. KULKARNI: They have not
only become irrelevant to the commitment
made when they were nationalised, but
corruption has been introduced in the banking
system. I am happy that you have asked Mr.
M. Narasimham to go through it and a
decision will be taken, but once for all this
ghost of the World Bank has to toe buried.
Everybody is thinking as if we are
stenographers and secretaries of the World
Bank and they are giving all the orders from
New York. This impression has to be
removed. I think for this purpose also, the
damned conditionalities should be placed on
the Table of the House.
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Otherwise, the  Government is un
necessarily blamed all along. And the
last point I would like to (Interr
uption)

MR. CHAIRMAN: You are coming to
your question now.

SHRI A. G. KULKARNI: My question is,
looking to the various malpractices, various
complaints, consumer complaints, would you
please introduce a competitive element? You
have stated in the last sentence of your
answer, "RBI has reported that no proposal
for setting up of banks in the private sector is
at present pending with it". That means there
were certain proposals. Unions are also
playing havoc with the banking system. So
you have to introduce an element of
competition in the nationalised banks. Then
only this financing structure and system will
be improved.

MR. CHAIRMAN: His question-he has
not put it—is: Will you abide by his advice?
That is all I can say.

SHRI A. G. KULKARNI:  No.

MR CHAIRMAN: What is your question?
I could not catch it.

SHRI A. G. KULKARNI: My question
was, looking to the conditions..

MR. CHAIRMAN: I have put it in the
form of a question as to whether he will abide
by your suggestions.

SHRI A. G. KULKARNI: Sir, now, would
you please allow me to ask my questions?

MR. CHAIRMAN: You kindly do it. I
have been requesting you repeatedly to do
that.

SHRI A. G. KULKARNI: I want to know
from the hon. Minister this. Whatever I have
stated about the working of the banks, there is
a necessity of introducing an element of
competition in the banking system
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so that the consumer and the people at large
will be benefited.

MR CHAIRMAN: Instead of 'there is'; you
make it is 'there’'.

SHRI MANMOHAN SINGH: I have
already stated that we need a great deal of
improvement in the functioning of our
banking system. Our banks cannot go on in
the way they have been functioning until now
and we owe it to our people to improve the
working of the banking sysem. The
suggestions made by hon. Members will also
be considered as part of improving the
working of our banking system. But this is an
area where we need to evolve a climate of
opinion in our country because we are trying,
to restructure our banking system. We must
have a national consensus about dealing with
these problems.

SHRI A. G. KULKARNI: What about
inducting (competition in the banking
system?

SHRI MANMOHAN SINGH: We will
take into account this suggestion also.

SHRI M. S. GURUPADASWAMY:
Sir, I am happy to have listened to
the frank statement of the Finance
Minister that the nationalised bank
ing sector in this counry is not a
success story and the objectives of
banking have not been fully
achieved. I would like to askhirr two or three
pointed questions Is it not a fact that the
banking at a whole has suffered, particularly
the nationalised banks, because of mushroom
growth of non-banking secto: entering the
banking field in the matter of deposits, in the
matter o leasing, in the matter of giving othe
types of loans? Is it not a fact tha non-
professional elements have com into the
nationalised banking sectc in a large
number? That has als caused a lot of
distortions in th healthy growth of banking.
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Thirdly, is it not a fact that the deposits, the
monies in the nationalised banks have catered to
the interests of the capitalist class more than the
other classes? My friend, Kul-karni Ji raised it in
another form. Is it not a fact? Does it require a
radical structural reform in the banking system?

Finally, Sir, may I ask him whether he is
contemplating amalgamation of certain
nationalised banks? If BO, has he really taken
into consideration the consequences of
amalgamation which are serious? Has he
taken note of all these things? I would like to
have a very clear answer from him.

SHRI MANMOHAN
amalgamation, [

SINGH: Sir, about
know the problem arose
on several occasions in the past also.
Some Committees have recommended
amalgamation of banks. We have not taken
any decision about the amalgamation
of banks. This is one of the considerations
whose pros and cons will be weighed when
we are dealing with the structural  reforms.
But as on today, we have not taken any deci-
sion about amalgamation of  banks. Now
about other things which ~ the hon. Member
has mentioned, about the functioning of the
banking system, I have already said that the
banking system's functioning needs to be
improved. But I would respectfully sumbit

that it is not because banks face
competions  from non-banking companies.
All over the world today the distinction

between banks and other financial intermedia-
ries is being reduced. There is more and more
competition in the financial market and Shri
Kulkarni Ji already talked about competition in
the financial system. I don't think that is the
problem of the Indian banking system. There
are some unscrupulous elements raising money
through company deposits and other,
methods. But those  problems can be dealt
with. The problems of the Indian banking
system are of a structural
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nature. We have to improve work culture; we
have to improve the standard of performance;
we have to improve the standard of loan
appraisal, monitoring and also the work
culture. These are the problems which we will
have to tackle. But I don't think the problems
or the ills of the Indian banking system are
because of competition from the non-banking
system.

SHRI JAGESH DESAI; Sir, the Minister
has said that the existing public sector banks
will not be privatised. I am very happy about
that. One of the reasons for inefficiency in the
public sector banks is that there is job
security. I would like to know whether the
Government will look into this aspect to see
that those who are employed work according
to the work given to them; otherwise, action
would be taken against them and this can even
lead to their dismissal from service. Then only
efficiency will increase.

Secondly, my friend Mr. Kulkarni, has
raised the question of competition. There are
21 nationalised banks in one row usually there
are seven or eight branches of different banks.
So at present also, the competition is there.
But because of some unscrupulous
manufacturers and traders, when they take
loan on hypothecated goods, what they do is
that they draw the goods, sell it but don't pay
that to the bank and as such, many advances
have become bad. As such, I would like to
know whether the goods which have been
taken on hypothecation will be taken care of
and if they sell it, whether this action on their
part will be considered as a criminal offence
and not a civil offence. If that is done, most of
the debts which are incurred by the banks will
definitely come to nil. As such I would like to
know this from the honourable Minister. Sec-
ondly, I would like to know whether any
licence hag been given by the
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Reserve Bank of India to any private banks
after the nationalisation, because only the
Reserve Bank of India can give a licence. Has
the Reserve Bank of India given any licence
to private banks after the nationalisation?

SHRI MANMOHAN SINGH: With regard
to the job security in the banking system. I
think this is a question we have to deal with
in consultation with the trade unions. I am
confident that our trade unions and their
leadership are worried about the efficient
functioning of the public sector...

SHRI A. G. KULKARNI: I don't think.

SHRI MANMOHAN SINGH: .. and,
therefore, it is my intention to have a
thorough-going discussion with them on this
problem. At this stage all I can say is that
whenever I have talked to the trade union lea-
ders in the banking industry, they have offered
their full cooperation to me and I am going to
take full ad-. vantage of their offer. As far as
the problem of bad debts is concerned, I must
confess to Mr. Desai that unlike him I am not
an expert in these matters. But whatever is
necessary to reduce the incidence of bad debts
in our banking system, that will be a priority
concern of the re-forrn. Finally he has asked a
question whether since nationalisation any
new private bank has been given a licence. |
don't have the information right now. I will
supply this information to him later on. But
that there are private banks in our country is a
well-known fact.

SHRI SUKOMAL SEN: Some members
have complained about mismanagement and
corruption in the work culture of our banks
has been on the rise. But according to a
Reserve Bank of India report many of the
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big private companies have also fallen sick
because of mismanagement and corruption by
the authorities. So, privatisation is not the
alternative to mismanagement and corruption
in the nationalised banks. That evil has to be
fought in a different way. The honourable
Minister has said that he has no intention of
privatising the banks. Since the Narasimham
Committee report has not been made public,
we do not know what is contained therein. [
would, therefore, like to know whether that
committee has made any recommendation for
full or partial privatisation of the nationalised
banks. What are its actual recommendations in
regard to privatisation? Secondly, some
quarters have-raised a demand that the banking
division in the Ministry of Finance should be
abolished so that the RBI can get more and
more powers into. its hands of deal with banks.
I would like to know what the reaction of the
Government thereto is.

SHRI MANMOHAN SINGH: The report
was received only last week. Even I have not
honestly read the report. As soon as this
Parliament Session is over. I will apply my
mind to these issues. But I have said cate-
gorically that regardless of the recom-
mendations of any committee, the
Government have taken a decision not to
privatise any nationalised bank. Therefore,
you don't have to worry about what
somebody might say or what somebody might
not say. Now, with regard to the demand as to
what to do with the banking division, I think
these suggestions have been made on several
occasion in the past. In fact, when I was in the
Government as Secretary in the Ministry of
Finance, the Banking Department was
abolished and banking became a division and
that has been put in the Department of
Economic Affairs. These are matters of
internal organisation of Government and I
think these cannot he raised to policy-level
discussions. Whatever is administratively
feasible, efficient, I think that will be done.



