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IqaATala :
State matters we cannot raise on
the floor of this House. We cannot
raise here matters concerning States.
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Now, what is your problem? What

is your subject? You {ell me ...(In-
terruptions). ..

SHRI JAGESH DESAI {(Maharash-
tra); There is a statement of the
Mivister that more and more should
go to the private sector...(Interrup-
tions). ..

THE DEPUTY CHAIRMAN: No.
We have g discussion on the banking
system, I will not permit you like this,
He will answer. If he has gajiq some-
thing, he will answer, We are discus-
sing the banking system now. Let {he
more important business be discussed
now, Yes, Mr. Morarka.

———

CLARIFICATIONS IN RELATION TO
THE CALLING ATTENTION STATE-
MENT MADE ON 27TH AUGUST,
1990 REG. RAMPANT CORRUPTION,
MISMANAGEMENT AND MOLPROC.
TICES 1IN THE NATIONALISED
BANKS AND THE ACTION TAKEN
BY GOVERNMENT IN THE
MATTER—(Contd.)

SHRI KAMAL MORARKA (Rajns-
than) . Madam, since this Calling At-
tentioh Motion relates to the corrup-
tion, mismanagement and malpractices
in, the banks, I will trv and speak
-about -only a few aspects of the bank-
ing system though I feel that the time
has now- come when the House' should
have a full-length discussion on the
working of the nationalised banks in
this country.

Madam, I am nne of those who were
enthused in 1969 when 14 major

banks were nationalised ang it is also
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a matier of credit. that during the last
21 years, thesse has been a sea-change
in our banking system,

On the positive side, Madam, there
has been a change, aot only in the
pattern of credit; but also in the scope
and contept of banking itself, Till
1969, we had a banking system which
was jn the handsg ef a few
people who used to cater to the credit
requirements of a certain section of
the ‘population for a certain limited
purpose. But after the nationalisation
of banks,....

SHRI H.  HANUMANTHAPPA
(Karnataka): At the time, you people
weye sitting here and obposed il...
(Interruptions)....

SHRI KAMAL MORARKA: You
read the history correctly. Most of
the people on this side now .were
for a -social change. Everything that
is retrograde has happened during
the last ten years and we were not
with you during the last {en years!

wiadam:, during the last 21 years,
there has been an enormous growth
in our banking system. With just eight
thousand branches at the time of
nationalisation, today, the public
sector banks have got 38.000 branches
all over the country, As against a
deposit of about Rs. 4,500 crores, the
total deposits in the banking system
today are touching the figure of one
lakh seventy thousand crores. These
are mind-boggling figures, If the de-
posits were four thousand crores then,
now they are not just eight thousand
crores, but they are one lakh seventy
thousand crores. It is definitely a
mind-boggling figure. One of the rea-
sons for the deterioration in the
banking system; -can be found in this
growth rate itsélf. What fhas really
happened is that the banking system
has not been able, the successive
Governments have -not been able, to
take steps required. to cope with the
cxpausion in the banking system.
And, is my submission to the House.
I would try to stick to a few points
and a.few suggestions to the Finance
Minister.



219 Clarifications in
relation to

[Shri Kamal Morarka]

The fact that corruption is rampant
is well kmown. I can give a loi of
examples. But it will only be wasting
the time of the House. Take the case
¢ . malpractices. Any common man
who deals with any branch of any
bPank ‘will tell you the amount of
bharassment he has to suffer at the
hands of a bank clerk or a minor
functionary of the bank, So, I do not
have to dwell upon the problems of
the citizens with the banks or of the
entrepreneurs or the artisans or the
transport operators or the small borro-
wers. In the rural sector, what hap-
pens in the agricultural sector is
well known, The service to the vari-
ws sectors of the economy, the prio-
rity seetors of the economy, the
quality of service, to say the least, has
rapidly deteriorated, and this is put-
ting it very mildly,

Now, apart from the other points,
apart from deterioration in the quality
of service, there is the question of
the profita®flity of the banks. Now,
we want the banks to be social in-
struments, effective social instruments,
for ©bringing about socio-economic
changes. But, if the instrument itself
is bad, it will not do any good to
anybody. First of all, we see that after
21 years most of the major public
sector banks are on the verge of
sickness and it is a very very sorry
state of affairs. And, as it happens
under such circumstances—this is
exactly what has happened and it is
very dangerous—what has happeneg is
that in the last five years there is
now backtracking. The banks, to be
able to maintain their profitability,
10 be able to come out of the red,
are shying away from lending to the
priority sectors. They are once again
going in for soft options, Now, if
profitability of the banks is the only
criterion, then before 1969, every-
thing was all right. So, that proposi-
tion we cannot accept. We will have
to accept that banking in India can-
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not be purely commercial banking,

but it has to be development banking.

It we accept that, then I ‘would like

to draw the attention of the House to .
one thing and it is this that the ;
banking system in Indig cannot be

compareg with the banking system

anywhere else in  the world. So, if

somebody gives the example of France

or Germany or England, it is absolu-

lely a misplaced example. The banking

system in India and the commercial

banks in India are supposed to do

development banking in a large mea-

sure. But, because of the Govern-

ment's directions on lending to the

priority sector, the Reserve Bank’s

credit-liquidity ratio, etc., the con-

straints on the banking system are .
such that their functioning will have T
to be within the ambit of the Gov-

ernment restrictions and we will have

to analyse their functioning with

respect to these congtraints. But if

we make the mistake of comparing

the flgures relating to our banks with

the banking system elsewhere in the

world, we jwill be making a grave

error,

Having said that, I want to draw
the attention of the Finance Minister
to the various aspects, The first thing
lhat strike our minds is this; How do
we measure what the banking system
is doing? From the accounts. Now, as
it is, the most shocking thing is that
most of the public sector banks are
either not completing their accounts—
there are charges of malpractices
—or they are making up their ac-
counts. This is inexcusable if there
is bad performance of the public
sector banks. The Government can
lake certain measures. It the patient
Is il the doctor can give medicines
after examining the patient with a
thermometer. But, if the thermometer ,
itself is defective or faulty, what can
be done? In a commercial organiza-
tion, the thermometer, that is, ace
counting, canot be faulty. Unfortuna-
tely, —it is really a sorry state of
affairs—though we have the CAG, we
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have a wide spectrum of checks and
controls on all Government-owned or-
ganizations, one of the organizations

which is suppose to be dealing with
money and finance, that is, gur bank-
ing system, is itself guilty of window-
dressing its accounts, of suppressing
information in the accounts and of
even writing false accounts. I will
not deal with these things at length.
But 1 feel that the time has come
now when the first thing which I
expect from the Finance Minister is
to put a stop to this, He has to tell
them; “No matter what your accounts
are, please pu‘ them: correctly and
honestly, We will solve the problem if
there is any loss. We will see to it.
We will put our heads together. But,
first of all, let us know what the
position is. So. you should show the
correct things.”. The mirror should
show the correct things, and
it should show the face exactly as
it is. But if the mirror is faulty, it
will show your face as beautiful while
it is not. So, the accounting system in
the banks should be correct. This is
my first submission to the Finance
Minister: please do not have any com-
promise on this. Any chairman or any
managing director, if heo is guilty of
showing false accounts, please sack
him, please dismiss him. Please arm
yourself with powers. Parliament is
ready to give you powers. So, do not
tolerate falsification of accounts. In
the case of the private sector, immedi-
ately there is prosecution. Prosecution
of Bombay Dyeing was done., And it
was not even falsification, it was a
difference of interpretation of course,l
do not ‘want to hold any brief for any-
hody. But this is the position. 1f the
private sectoy managing director or
chairman can be taken to a criminal
court for giving wrong information I
7o not see how we can justify the
managing director of a public sector
bank not being touched for piving any
wrong information. So, immediate
dismissal, pre-emptory dismissal, is the
only solution for giving wrong inferm-
ation.
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Then, 1 come to the question of ad-
justment ang reconciliation. The
House will be shocked to know that
the 28th Report of the PAC of the
Eighth Lok Sabha gives a startling
piece of information that the total
number of entries in the public sector
banks which have remained umnadjust-
eq and unreconciled is % lakh odd and
the amount involved is three lakh
forty-five thousand crores! The ameo-
unt involved is 23 times or three times
‘that of the total deposits in the banking
system, This is scandalous. Nowhere
in the world accounts can be in arre-
ars so much. If you have not adjusted
your own accounts, how would you
know as to how many frauds have
taken place and how many malprac-
tices would be unearthed? How will
vou know all these thing unless the
accounts are brought up to date? I
am; only pointing out what is happen-
ing in the banking system in this res-
pect. Even today, Madam, Ibelieve that

the total amount of unadjust-
ed ang unreconciled  ‘accounts
cannot be less than  about two
lakh crores of rupees  which

is well above the total deposits in the
entire banking system in the couniry.

7 can understand the predicament
of the Finance Minister because this
is a very sensitive sector and we can-
not create g situativn in which people
start losing faith in the banking
system itself,

That is why in the Banking Regu-
lation Act, the State Bank Act and
the reserve Bank Act there are pro-
visions that full disclosure need not
be made. Madam, after 40 years of
democracy, after sceing the general
state of our society and affer seeing
the increasing numbef of malpraetices
and the troubles that the citizens are
having, a time has come when there
should be concurrent adjustment and
reconciliation. (Timge bell rings) I sub-
mit to the Finance Minister that we
have had computerisation. We are
frying to force the Unions, to accept
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Computerisation, We -«are  not recog-
nising one of.the Unions, Bank Em-
ployees  Federation of. India (BEFI),
onithe ground that they must first
agree to. computerisation. Madam, if
wa are going.te computerise and if we
are: going' fo “force - computerisation
down the throat of the -employees’ at
least let us get the benefits of com-
putetisation. Let- us have concurrent
adjustment: ang reconciliation. There
shoylq be no delay. At the end of the
vear, there should be zere -arrears as
far as adjustment and reconciliation
are concerned. So, my first submission
to the Finance Minister is: Correct Ac-
counts—Concurrent -~ Adjustment and
Reconeﬂlatlon. :

Madam my second point is about
efﬁme.ncy and. profitablity. (Inter-
ruption) you Depuly Leader’ is show-
ing his hack not only to me but to the
Chair also.

! THE’ MINISTFR OF FINANCE
(PROF.” MADHU DANDAVATE):
Madam, in this very House, once our
frierid, Mr. Piloo Mody. was showing
‘his bank to the Chair.. Mr. KulKarni
sald: Sir, he iz showing his bank to
dhe Chair.” He got. up and said: “As
far as I concerned, -I am neither.back
nor front. I am only round.”

THE  VICE-CHAIRMAN
'MATI  JAYANTHI ,
How long will you take?

{SHRI-

SHRI KAMAL MORARKA: Madam,
I shau try to finish as soon as pos-

“sible. I want to unburden myself to |

. tfge Finance Mlmster.

*% THE

i VICE- CHAIR'MAN (SHRI-
IVIATI J AYANTHI - 'NATARAJ AN):
We are supposed to be secking

" only fh.., clarifications.
a Calhng Attention.

It is no longer

S:HRI ‘KAMAT, MORARKA: Madam,
- "yesterday we. were deprived of g very

importanf ~subject because of ~the
“*Mandal (wmmission,’ Eminent spea-
""kérs are waiting and'l can see them.

NATARAJAN): ;
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They . should be _given a  proper
hearing.

»

THE VICE-CHAIRMAN (SHRIMATI

JAYANTHI NATARAJAN): Try to
conclude, please.
SHRI KAMAL MORARKA: My

second point is about efficiency and
profitability, There is a report of a
cominittee under the chairmanship of
late Sukomal Chakravorty. I feel that
the Finance Minister should pay heed
to mmst of the suggestions of that
report. The first suggestion, which
rnay not be very widely welcome, was
that in order to protect the profitabi-
lity of banks the minimum lending
iate should be 3 per cent higher than
the rate the bank pays on deposits.
My [friends from the industry may
not agree. My other friends who want
cheaper lonns for agriculture may
not agree. But as far as ithe banking
system Is concerned, it is imperative
that the profitability of the banks
chould be protected. You cannot have
f#ick banks on your hands and expect
them to do anything for the people.
So, the profitability has to be protec-
ted. There-has to be a minimum gap
between the lending rate ang the bor-
rowing rafe. If Government, in its
wisdom, wants to give any subsidy, it

-should be out of the-budgetary funds

of the Government and not out of the

‘profits eof the banking system. Once

vou -start eroding into the profits of
the banking system, then that is the
alibi they give you for bad perfor-
mance and that is not worth it, After
ail, it does not matter whether the
money ecomes fromr one pocket or the
ather But for proper funclioning and

for proper system of management, it
*«<hould be clear thal the banks should
“have a protected lending rate.

Madarn, the Finance Minister
self h'ad‘ spékén in_his Bu&_;{et Speech

him-

1hat he is quite aware of the deterio-

-ration in the quality of service and

he had promised in the Budget Speech
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that a committee ‘will be set up to
look into the service aspect of bank-
ing. I am sorry to say and I must
lodge my protest on behalf to the
lakhs and crores of people 'who are
using the Dbanking system No matter
if you increase one per cent rate of
interest on loans to the big borrowers.
But to charge one rupee for a leaf of
a cheque book merely because it is
MICR computerised is not proper. The
common man is not concerned. You
are having it computerised for your
own benefif. The common man is not
prepared to give you one rupee more.
I don’t think it is fair to charge one
rupee from a common man for a
sheet of paper. It is not done any-
where in the world, It is totally
wrong. In a counfry like India, you
want to spread the banking habit and
you want the smaller and smaller
person to come into the banking
system. For current gccounts, the bank
is using their funds without paying
any interest.

SHRI JAGESH DESAI (Maharash-
tra); There are crores and crores of
rupees in current accounts and they
are not paying any interest.

SHRI KAMAL MORARKA: They
should be happy to have that money.
1 don’t think there is any justification
for the steep increase in the service
charges which have been levied recen-
tlv. I can pre-empt the argument that
will come frony the Government that
costs are rising and, therefore, we
have to do it. Facts are otherwise.
I have got the figures of 1988-89 of
28 public sector banks as 5 whole
Establishment expenses as percentage
of the total income has been crustant,
It used to be 21,03 per cent. It 15 now
21.05 per cent. Of course, wages are
increasing. We all know, But the cost
element as percentage of total oesra-
tions has not gone up. And one of the
reasons we all knoy is that there has
been excess liquidity in the system,
there has been excess money supply,
deficit  financing and  inflation. There
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are not the subjects I am addressing.
I can humbly submit that as a result
of the deficit financing as a result
of the excess supply of money and
liquidity, the one sector in the econo-
my that should have benefited is the
banking sector because the money
ullimately goes into the banks. Cne
can say that the banking systemy has
got the steep increase in deposils and
the country is becoming rich, I would
make it very clear that it is not. All
the money that is increasing in the
banking system is rupees whose values
have gone down, But the fact of the
matter, nevertheless, is that the
banks have got a large amount of
money. And the wages they are pay-
ing also are of the same rupee. So,
their establishment cost as a percen-
tage of the total income has not gone
up. Therefore, banks have  justifi-
cation to increase the service charges
on the ground that costs have gone
up becauge costs have not Zone up.
As I said, banks should look at profi-
tability by increasing interest io bor-
rowers, not charging service charges
to the poor man.

SHRI JAGESH DESAI:. This s
secondary, He has agreed...

SHRI KAMAL MORARKA: I' am
on a different point, I feel, th. Indian
Bank Association should not have been
permitted to increase the service
charges  till this high powered Com-
mittee which is going to look-into the
service had completed its work And
I feel even now that the Finance
Minister should give orders to stay
the increase in the charges till such
time that the Committee looks into
the matter because this is going to
affect lakhs and crores of people. I
am not pleading on behalf of any
section of the people.

THE VICE-CHAIRMAN (SHRI
MAT] JAYANTHI NATARAJAN):
Please conclude now.
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SHRI KAMAL MORARKA.: Madam,
I will just conclude after putting two
more of my observations. One is that
while the social objectives of the
banking system are well on their way
to achievement, but recently, as I
told you, because of low profitability,
there is back trading. The crux of the
matter, Madam, is in its mismange-
ment, inadequate management, You
have got now a set of bank Manag-
ing Directors ‘who do not want to
work. It is very easy fo lend money to
five big capitalists and collect inferest
on them because that is all automaiic,
It is much more difficult to lend
money to individual {ruck operators,
to individual rickshaw operators and
small shnp-keepers because servicing
that kin® of loan is a much more
difficult exercise. What I am submit-
ting, Madam, is that during 20 years
of nationalisation, we have had an
explosive in the employces, There
used to be onhe lakh employees. Now
there are 8 to 10 lakh employees in
the banking system. Yet, we have no
course in Banking in the whole country.
You are going to employ 25,000 em-
ployees annually in the banks, For
heaven'’s sake, start a system by which
the people who will join the banks
get trained. He may be a clerk, he
ma be a ledger-keeper, he may be a
cashier. But he must undergo job-
oriented education. Only then he will
be able to give better service to the
customer. The BAs and MAs which
we churn out of our colleges are poor
in arithmetic. What kind of banking
can they do? 8o, I feel personally
that in a sector which is so centra-
lised—99 per cent of the bank deposits
are in the Government sector—and
where you are going to employ 25,000
people every year, why can’t we have
a systems where we can have trained
manpower available to the bhanking
system? Unless we do that the pro-
blem will not be resolved. Madam, it
is easy to say that employces are
having it good, their salary is going
up, Whose problem is it? It is the

management’s problem. The manage-
ment cannot get away by trying to
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give loans {0 a limited sector and col-
lecting their money and depriving the
others. Today a stage has come that
even negotiations with the trade
unions are net held as they should
be. First they will deny all facilities.
'Then under pressure they will agree
10 all facilities. That is not correct.
You must have meaningful negotiations,
‘What do you expect the leaders of the
trade unions to come and say,. “We with-
draw wowur demands?” The bank Chair-
man must say thus far and no further.
But it has to be a meaningful dialogue.
The trade union leaders cannot agree to
withdraw a demand once they see the
malpractices at the top level, The public
sector banking system must run in a pub-
lic spirited way. There is a demand of
the Bank Employees Federation of India
which has got a large membership in
the Eastern region. Now they are not
being called for negotiations. I 1equest
the Finance Minister. When you call the
other unions, yoy please call the BEFI
also. Just because they have a somawhat
rigid stand about computerisation, you
don’t call them. So what? They have a
membership of one lakh, How can you
jgnore them? This kind of attitude, which
is feudalistic and capitalistic to say the
least, is totally unacceptable in a public
enterprise, I feel, the time has come—
there are 28 banks, you need 28 Chair-
men and 28 Executive Directors. You
need 56 people. You shortlist 400 peaple,
The Finance Minister himself can choose
the right people.

1 will just give an example. In the
case of Bank of India,—I have written
¢bout this to the Finance Minister—A
person who is junior to all the General
Managers in the Bank has been appointed
28 the Executive Director. The entire bank-
ing system gets demoralised. I am against
political appointments. We had the other
extreme when the previous Goverament
was there. The previous Government, in my
opinion, was making only political appoint-
ments because somebody had a pull in the
durbar. Yn the case of this Government it
is another extreme, T am appalled because
they have washed their hands off and left
it to the Reserve Bank of India to do
whatever they want to. It is much worse.
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I think we should have a mean. We need
not have political appointments. But the
appointments must be made by the politi-
cal masters. You cannot leave it to the
Governor of the Reserve Bank of India
to do whatever he wants to. I am totally
against it.

There is one more point. It is in regard
to the non-official directors in the banks.
The Finance Minister has constituted a
Committee consisting of the Governor
of the Reserve Bank, the Deputy Gov-
ernor and the Chairman of the State
Bank of India. The Committee will sug-
gest a panel of names for appointment
of Chairmen and Executive Directors. No
problem. But I have read in the news-
papers—I do not know whether it is
correct—that the Committee  will also
suggest names for non-official directors to
be put on the Boards. This is objectiona-
ble. How can officials suggest the names
of non-officials in a democratic politiy?
If this is so, I want the Finance Minis-
ter to change it. You can appoint nonm-
official directors by any other criteria.
You need not follow the practice of the
previous Government which was putting
only Congressmen on these Boards. You
can have some rationale. You can have
some objectivity. But certainly, do not
leave it to the Reserve Bank of India.
This is totally unacceptable in a demo-
cratic system.

Madam, in the end, I would say that
the banking sector is a mature sector. It
is a much easier sector to handle. Re-
forms can be brought about much more
easily. But the following steps should be
taken: better management, better dialogue
with the trade unions, reconciliation and
adjustment and proper accounts, Unless
you do these things, you cannot check
corruption, malpractice and other thiags.
Today, you do not even know. You do
not know what kind of corruption is tak-
ing place, how accounts are being fudged,
etc. Only some information comes and
my colleague, Mr. Gurudas Das Gupta,
raises it with all his enthusiasm and the
matter remains there. That cannot be the
ultimate solution. Thank you.

SHRI V. GOPALSAMY (Tamil Nadu):
Madam Vice-Chairman, apart fromi the
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charges of corruption, theré are very
serious complaints of malfunctioning in
the banking system. There should be a
fullfledged enquiry. I would suggest an
enquiry commission on this.

v

I agree with Mr. Kamal Morarka that
the Reserve Bank of India is overburden-
ed. Its work ranges from deficit financing
to the appointment of Chairmen and
Directors. There should be a separate ap-
paratus to monitor the working of the
banking system.

I understand, in many cases, bank loans
are being written off. I have my bitter
experience with the banks. When we ap-
proach the banks fo know who are the
beneficiaries whose loans have been written
off and how much has been written off,
the simple answer that we get is “It is
highly confidential’. Under the guise of
confidentiality, we are kept in darkness.
It is not the poor man who gets the bene-
fit. It is not the lower-income groups. It
is only the big sharks, the big business
sharks. They know how to pull the lever
at the proper place. They are the real
beneficiaries. Therefore, I want that this
should be placed on the Table of the
House. Parliament should be informed as
to who are the beneficiaries where amounts
over and above Rs. 10 lakhs have been
written off. We are accountable to the
people. We should be informed, Parlia-
ment should be informed such that such
banks have written off the loans of such
and such people for such and such rea-
sons. But it is very unfortunate, it is kept
in secrecy, in confidentiality and the big
sharks manipulate, they manage to get
the benefit of the written-off loans.

Madam, huge sums have been spent
under loan mela schemes. Crores and
crores of rupees have been given. I would
like to know how much money has heen
recovered. 1 understand that an amount
to the tune of Rs. 10,000 crores has been
lost. (Interruptions). Yes, Rs. 30,000 crores,
The loan mela scheme was launched but
I regret to say that it was launched with
a narrow political interest of the party
which was ruling at that time. The erst-
while Government launched this loan mela
scheme for the benefit of the Congrtess
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Party. The loan application forms were
distributed from the District Congress
Committee offices. The Members of
Parliament belonging to the
Congress party had to sign and put a
rubber stamp. If the application is sub-
mitted from their office, automatically
they will get the loans. So. every Member
of Parliament of the Congress party was
more or less the Governor of Reserve
Bank. Yes, it happened. Thousands of
application forms were distributed from
the Congress party office. The loan elas
were arranged. Mr. Poojari went there,
Congress M.Ps. went there. There were
celebrations and there was a big loot of
money, money of the comman man.

SHRI VIREN J. SHAH (Maharashtra):
Distribution of wealth among poor.

PROF. MADHU DANDAVATE: Liv-
ing below the poverty line.

SHRI V. GOPALSAMY: The money
did not reach the genuine people, the poor.
I understand when they distributed these
forms and loan money was given, corrup-
tion, commission, everything took place.
Now you are not able to recover the
money. I would urge upon the Finance
Minister to make a thorough probe. Will
he come forward to order a probe? Since
1985 till 1989 this crisis in the banking
system has taken place. So, there should
be 4 thorough probe aboui the lcan mela
scheme, It was a ‘Congress loan wmela
schéeme’, not for the poor, not for the
farmer or artisan or tiller but for the
big bosses belonging to the Congress party.

Madam, there are reporis that some of
the national banks are facing baak rupfcy,
they are collapsing. If it is a fact, it is
an alarming, disturbing news. I would like
the hon. Finance Minister in that case
to inform us, what are the banks? Madam,
1 do not want to take much of your time,
but I would request the hon. Minister to
say something about the crisis that has
occurred in the banking system in the
previous five years particularly because
of the scheme of loan melas. Thank you.

THE VICE-CHAIRMAN (SHRIMATI
JAYANTHI NATARAJAN): Shri Viren
J. Shah.
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the Calling Attention ©232
Motion

SHRI VIREN J. SHAH: Five minutes
are left. You want me to start now. May
I start after lunch break? QOtherwise it will
be discontinuation, if you don’t mind. '

THE VICE-CHAIRMAN (SHRIMATI
JAYANTHI NATARAJAN): Usually, we
do not break before 1.30 Why don’* you
begin? You can continue after lunch, if
you like. Maybe you can finish within
five minutes. After all it is clarification
only.

SHRI VIREN J. SHAH: After coming
back to this House after several years, I
am learning that clarifications go on for
four hours, as it happened yesterday, and
long speeches are made. I am not used
to that.

I am thankful to you, Madam. I may
particularly refer to the statement of the
Finance Minister made yesterday, which 1
want to appreciate, where he said—and
I am quoting:

“Here, I would like to emphasise our
concern for trasparency in the
presentation of accounts”,

This is something which I would like to
refer to later, but if the transparency is
really brought into effect, I think some
of the ills that we are finding today in
the banking system may get reduced over
1 period of time,.

Several Members have referred to very
large bad debts and the areas affected
I have before me a report in yesterday’s
Hindustan Times (i.e. Monday, August 27),
that the Indian National Bank Employses
Federation affiliated to the Indian National
Trade Union Congress has demanded a
probe into the blatant manipulation of
the balance-sheets of twelve public sector
banks to show non-existent profits and
that they are prepared to give the names
and the data, but because of the secrecy
clause, which was mentioned by two hon.
Members before me, they are prohibited
from doing that. Now these are dressed
np balance-sheets and the Finance Minis-
ter has also referred to window-dressing.
He says that it is now at a discount. I am
not too sure whether the hon. Finance
Minister, who is otherwise a very well in-
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formed person, is not slightly misinforinc.
about it. In fact, right now, in this very
year where the accounts have closed, there
are reports about window-dressing and
dressed-up accounts. As one hon. Memoer
pointed out yesterday, 0.36 per cent, pro-
fit on the capital employed was talked
about as if something great has been
achieved but that also is not real, as the
data was given. But I was shocked to hear
that even the Department of Banking, or
the people higher up in the Ministry, not
the Ministers, have asked the banks that
they must provide for 7-8 per cent divi-
dend and they should re-do dressing up.
So dressing up had to be done to euable
them to provide for that dividend which
they could not do really. If this is true,
then it is something that requires very
serious looking into at the level of the
Finance Minister himself.

What are the reasons for these bad
debts that people have talked about? 1here
could be malafide intentions and deliberate
ministerial interference. There is a case
of a hotel in this very capital which, on
any qualifications or proper financial piac-
tices could not have got that loan either
from the banks or financial institutions.
Pressures were alleged to have been brought
and I know of a particular bank where
the Director wanted to object to that
and it was over-ruled and no such minute
was made so that the loan could be given.
This is a part of ministerial interference
and malafide intentions.

Loan melas have been talked about. T
will give you an example about the loan
mela. Only a few months back, in a bank,
a client, a person who had taken money
on loan at a mela in North Bombay,
went to the bank to return the money.
The Branch Manager almost fell off his
chair. He advised him, “don’t do this
thing. What are you doing? No one has
returned this loan mela money. If 1 take
this from you, it will open a Pandora’s
box”. Because, there will be inquiries.

THE VICE-CHAIRMAN (SHRIMATI
JAYANTHI NATARAJAN): Mr. Shabh,
you can continue after lunch.

SHRI VIREN J. SHAH: Okay, I will
just repeat this sentence. Thank you.

[ 8 AUG. 1390 |
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THE MINISTER OF FINANCE (PROF,
MADHU DANDAVATE): In Maraihi,
“loan mela” means loan...

THE VICE-CHAIRMAN (SHRIMATI
JAYANTHI NATARAJAN): The House
is now adjowrned for lunch till 2.30.

The House then adjournsd for
lunch at thirty-one minutes past
one of the clock,

The House reassembled after lunch at
thirtyfour minutes past two of the clock,
[The Vice-Chairman (Shri Bhaskar Annaji
Masodkar) in the Chair.]

CLARIFICATIONS IN  RELATION
TO THE CALLING ATTENTION
STATEMENT MADE ON 27TH A(.G.
1990 REG. RAMPANT CORRUPTION,
MISMANAGEMENT AND MALPRAC-
TICES IN THE NATIONALISED BANKS
AND THE ACTION TAKEN BY GOV-
ERNMENT IN THE MATTER—Contd.

THE VICE-CHAIRMAN (SHRI BHAS-
KAR ANNAJI MASODKAR): Now, Mr.
Viren J. Shah.

SHRI V. NARAYANASAMY: I am on
a point of information.

THE VICE-CHAIRMAN (SHRI BHAS-
KAR ANNAJI MASODKAR): We are in
the midst of the discussion.

SHRI V. NARAYANASAMY (Pondi-
cherry): Befors he starts, I will take half
a minutz. It is a serious matter. Mr.
Dinesh Goswami, hon. Minister for Law
and Justice, has resigned. My information
is that he has resigned.

SHRI VIREN J. SHAH: He is giving
information. He is not asking information.

st AW E @, Q@ (W) -
gag W HEw AgE F J[WAT B |
gf g1, .. (smaaw) ...

SHRI V. NARAYANASAMY: The
Cabinet Minister is sitting here. I want him
to confirm or deny.
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THE VICE-CHAIRMAN (SHRI BHAS-
IK{&R ANNAJI MASODKAR): You have
said it and the Government has heard it.

SHRI V. NARAYANASAMY: The
House should be taken into confidence

when Parliament is in Session. Will they
respond?

PROF. CHANDRESH P. THAKUR
(Bihar): Sir, I .am on a point of order.
On the teleprinter the news has appeared
that Dinesh Goswami has resigned. Will
the Minister for Parliamentary  Affairs
confirm or deny whether he has resigned
or he has been fired. (Interruptions). .

SHRI V. NARAYANASAMY: The
House should be taken into confidence.

THE DEPUTY MINISTER IN THE
MINISTRY OF PARLIAMENTARY AF-
FAIRS (SHRI JAGDEEP DHANKHAR):
I do not know what the distingvished
Member of the House has seen on the
teleprinter. I am not aware of it,

THE VICE-CHAIRMAN (SHRI BHAS-
KAR ANNAIJI MASODKAR): Mr. Minis-
ter, why are you responding? They have
already said whatever they want to say.
That is all. (Interruptions).

SHRI V. NARAYANASAMY: Sir, the
-Minister of Parliamentary Affairs is not
serious about it. He takes it lightly. My
submission is, Sir, this information should
have been furnished to the House. Tlhe
House should be taken into confidence.
(Interruptions).

THE VICE-CHAIRMAN (SHRI BHAS-
KAR ANNAJI MASODKAR): Mr. Viren
J. Shah, you need not talk to them. You
can, carry on.

-SHRI VIREN J. SHAH: I seek vour
guidance as to how to proceed. I mention-
ed about bad debts and the window dress-
ing of balance-sheet and I drew the atten-
tion of the Finance Minister about this
so-called directive from the Ministry to
the banks to show accounts in such a

< manner as to enable them to pay dividecds
. If this is. true, this requires really looking
into. T hwe given reasons for bad debts
and T had reached up to loan melas when
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I gave the example of North Bombay
where a person went o return the money
and the Branch Manager advised him.
“Don’t do such a thing because no one
else has done and if we take this a
Pandora’s box will open and we will have
lo give answer why we have not recovered
from others?” This is how Mr. Gupalsamy
spoke about and none of theirs is a genuine
mistake. Personally, I am glad to say that
50 far as this Goveinment is concerned,
I have reason to believe that there is no
ministerial interference. But what does
happen, Mr. Finance Minister, is that
there is too much of interaction be:ween
the Chairmen of Banks and the Depart-
ment of Banking. I was told about very
frequent visit by the Chairmen of the
various banks spending their time in Delhi
to be at the disposal of the Secretary.
Department of Banking. If this is so, this
also needs to be looked into because only
the other day, there was a news-item that
the hon. Prime Minister indicated mm a
discussion as to what is the need to have
a department of Banking in the Ministry
of Finance when the RBI is equipped and
supposed to be doing those functions under
the RBI Act and I completely share that
view that it came at a time when the
banks were nationalised and there was
perhaps need at that point of time to have
some such organisation in the Ministry.
But I think as about everything .n the
Government, if something gets started, it
does not stop when it should. I think the
time has come both on account of (a) he
wants to save Government expenditure —
here is a clear case where a redundant
department is there employing a large
number of people—and (b) because the
department is there, there would be ihat
kind of interaction and may be interfe-
rence, if I may use that term between the
banks and the Ministry. The hon. Finance
Minister talked about monitoring. The
action plan of each bank is quarterly re-
viewed and monitored at the level of the
Governor etc. This is done but this parti-
cular quarterly review by the Governor

- cannot lead to the disclosure of massive

bad debts, the inefficiency and the corrupt
practices, These are entirely different
matters. Some other mechanism will have
to be found to consider because there is
a tole which the RBI has to play but
that role might not go down up to that.
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THE VICE-CHAIRMAN (SHRI BHAS-
KAR ANNAJI MASODKAR): You have
a very short time now.

SHRI VIREN J. SHAH: I will be shor-
ter than most others and I have a great
disadvantage. If the Chair tells me to «it
down, I do unlike most other Members.
But now I am learning. 1 am learning
some of the bad habits which I did nct
have in my earlier six years in this very
hon. House. There are reasons for this
dilatory procedure; whether it is a small
agriculturist or a farmer or an artisan or
anyone else, the procedure now is to go
through to loan officer, branch officer,
technical officer, zonal loan officer, zcnal
manager, regional loan officer, regioral
officer, headoffice staff and at each
level someone is seeking incentives, as
it is alleged to be. And if that is s0. can
this procedure be shortened in such a
way that there would be less scope for
corruption or inefficiency? I am told ¢ven
whether these loans are for agriculture or
industry, there is 4 (0 6 per cent rate
fixed on the amount of loan, to be paid
to the people concerned, to get their papers
sanctioned and this is happening much
more in the rural areas which we all
profess to serve, That is why whether
it is seeds or fertilizers or pump-sets or
whatever it is. this is something where 1
do not know in what way the hon. Fiaince
Minister is going to find solutions because
even if we have an honest person at the
top of a bank with people under him at
different levels, the kind of laws that we
have disable him from taking disciplinary
action that might improve this, and if he
does take, there may be twenty other
anonymous letiers against that maa to
Members of Parliament and others. Sc
these are the restrictive factors again, one
the labour legislation which comes in the
way, second the procedure of taking action,
and third this fear that anonymous letters
might put the honest officer into difficulties.
This is how things happen about which
we are concerned.

Another reasop for mismanagement is
overstaffing, too many layers of manage-
ment in processing decisions, archaic pro-
cedures for processing cheques and drafts.
And it is also mentioned that too many
bank branches are operating i the same
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area, Sir, it is necessary to make a Struc
tural change—if I may suggest to the hon.
Finance Minister—to reduce the multi-
plicity of control tiers like the district
areas, zonal or regiomal areas to two or
three tiers which are effective and mean-
ingful; also fix time for each activity and
enforce it, So recalcitrant officers will
have to be dealt with.

There is a Banking Commission Report
of 1972. We are very good at appointing
commissions, There was a suggestion made
that another banking inquiry commission
should be set up. Tha; might take three
or four years and after that nothing
would be don: and the report would lie
in cod siorage like the Banking Commis-
sion Report of 1972. Now what actions
have been taken with regard to particu-
larly reducing inefficiency, corruption and
malpractice? Can the hon. Finance Minis-
ter tell us as to how to go about it9 And I
want to quote from a High Cout judge-
ment, the judgement of Bombay High
Court given b, the then Chief Justice of
the High Court who is now a Judge of
Supreme Court. I want to read only one
paragrapy which has straight relevance
to this, This is against the Bank of Maha-
rashira on its extraordinary services. This
judgement was delivered op 16ty January,
1987 ang 1t applies to almost all the
baunks, It is shocking. I am quoting; “Be-
fore fina'ly parting with the matter, we
wopld like to observe that facts on record
which have besn brought to our notice
clearly show that it is imperative that the
Government should investigate ag to how
such larne amounts are advanced by na-
tinnalised banks which is in the nature
of a trustee f-r public fund to 3 group,
namelv, SF Group which was already in
default to the very bank in respect of cro-
res of runees in what appears to be a
reckless disregard of a proper banking
norm.” This is the Chief Justice of Bom-
bay High Court saying, “reckless disre-
gard of a proper .banking norm”, and
guidelines prescribed by the Reserve
Bank of India. He directed that a copy
of the judgement be sent to the Secre-
tary, Government of Fndia in the Minis-
try of Finance, This was on 16t Jan.
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uacy, 1987, 1 would like to know from
the hon. Finance Minister as to whether
on this judgement, given by the Chief
Jusice in a division bench, any action has
been taken. What 1 would recommend
is, that there should be a much greater
cowpetition or competitiveness. How is
he going to encourage competitiveness?
It should be by a greater and real autono-
my, Real autonomy and certain real con-
trols are necessary, Inmculcate the service
approach. Banking sector is 5 service sec-
tor, Bank employees who are ip hun-
dreds and thousands have lost sight of the
concept of serviceIt is much more sO
when they are dealing with smaller people,
whether in rural areag or anywhere else.
With larger people, they dare not do that.
Service to smaller people is absolutely
out, including crediting accounts, Things
which should be done ip half a day take
ten days and this 15 affecting everyone,

The hon, Minister talked about trans-
patency. The only way in which transpa-
Tency can come is to lift the secrecy
clause. The only way in which transparen-
€y can come is to lift secrecy clause. There
is mo reason to maintaip the secrecy
clause because their argument is not to
remove it

Then, T want to ask him whether it
is a fact that two or three years back a
high-level CBI officer was given powers
by the Govenment of Indiy to inquire i
gfuera) into corruption ang malpractices
in banks. If it is a fact, has a report
been given and what does the report say?
And what action has been taken?

-Lastly, banks are also involved in revi-
wval of sick industries thrpughi the BIFR,
Quite a number of times, banks do not
Cvoperate with-the BIFR, allowiny, the
sick” industries to remain sick. Is the hon.
Finance Minister ' g&iﬁg to take s;une
steps which would enable ‘or' cause’ the
banks to- act: effectively on the BIFR re-
<Ormmendations? ’I"'hz'ir_ﬂ;w'yoﬁ.' Co

- >
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PROF. CHANDRESH P. THAKUR:
Mr. Vice-Chairman, I thank you very
much for giving me this time. Finan-
cial institutions in any country constitute
a vital link in the development process °
and India has the distinction of having
developed and promoted the working of
some of the finest financia| institutions
including banks. Let us not destroy these
fine institutions whether the effort to-
wards destroying them comes from in-
side or outside the banks because we
need banks and other financial institu-
tions operating at a top level of efficiency
to susiain the process of development
and social justice that we have been try-
ing. But by the same doctrine, I must
say that banks cannot be allowed to
deflect from the path delineated by the
society for development because  they
have to serve as supporting institutions
in a very sensitive area and to,some ex-
tent, pieces of evidence are coming that
‘maybe banks, rather than emerging as
wholesome supporters of the institutions,
could be working at cross purposes. It
is a source of worry; it is a source of
concern; it is a source of disturbance.
My first point, Mr. Vice-Chairman, is
this: What are the guidelines and the
policies of operating banks? There is a
Department of Banking and the Minister
of Finance is here. There is the RBIL
There are headquarters of the individual
banks. And then you have branch mana-
gers. I should assume that the Depart-
ment of Banking formulates the policy
in consonance with the national policy
for development. I should also assume
that the RBI issues guidelines for the
banks as flowing from the policy deter-
mined by the Department of Banking.
I should also assume—I would only hope
these don’t turn out to be heroic assump-
tions—that the heads of banks follow
those guidelines issued within the frame-
work of the Government policy for trans-
mitting downwards right up to the branch
bank management. I am saying about

the manager of a branch specifically here
because that is the final contact point
between the consumers of the banking
service and the deliverers of the banking
service. Now it seems that there is a
considerable need for sufficient coordina-
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tion at all these levels because if you
look at the policy document and if you
compare it with the operating practices
at the branch level, there is a lot left to
be desired. Either the bank manager does
not know the policy or the guidelines
which have been formulated are not ne-
cessarily consistent with the policy or the
guidelines tend 10 be diluted at the bank’s
headquarters  because only the instruc-
tion tpat comes from the headquarters
through the regional or the routing chan-
nel is the effective reference point for
the bank management. So when you can
go and meet hte bank manager and tell
him, this is the guideline of the Govern-
ment, this is the policy of the Govern-
ment, these are the instructions which
the headquarters have issued; he couldn’t
care less. And that creates not only
delay, also a lot of confusion. A custo-
mer of the bank who has learnt from
some source that these are the policies,
these are the programmes. wants honest-
ly to avail himself of the facilities being
extended through the proper channel. but
he is left high and dry because, in the
absence of clarity, speed and without dis-
cretionary scope for application of those
guidelines the bank managers can be
handicapped in the best of situations and
can take the law into their own hands
using the discretionary power to the ad-
vantage of the bank or to the advantage
of a preferred client and to the disadvan-
tage of one who is really in need of it.
The point T am trying to make is if there
is scope for further streamlining the cor-
respondence between the national policy
and the policy of the Department of
Banking, if there is scope for further
streamlining the intimate  relationship
between the Government policy on one
hand and the Reserve Bank of India
guidelines, on the other, if there is scope
for the policies of the banks. for the in-
dividual banks, flowing from those poli-
cies of the Government and the policy of
the Reserve Bank of India. to be brought
in order, it should be done immediately.
This is not the first time that the Finance
Minister has known it. His tenure has
still to turn 12 months and vet he must

have by now learnt that there are areas.
there are gaps, which need to be stream-
lined. Vaguoeness, scope for undue dis-
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cretionn. and too much security orienta-
tion rather than orientation towards ful-
filment of social and economic purposes
are piaying havoc with the clients of the
banking service. There are problems of
coordination. | am not imputing any
mouve that any particular bank or a
particular branch is not interested in the
national policy. But there is one thing:
You are interested in the national pur-
pouse but you need to be active, you need
to be auctively working towards fulfilment
ot the purpose, rather than quotmg scrip-
tures, rules, guidelines or the lack of it,
if you are really earnest about it. I will
give you one illustration. At the district
level we have a district credit planning
process and there is a district plan, 1
would like an honest reply from the hon-
ourable Minister. Is there a correspon-
dence between the two? Is the develop-
ment plan of the district a reference point
tor the credit plan for the district and
is the credit plan as determined the guide-
line for the flow of credit for the next
three months or six months or a full
year or for the next five years? Is this
lack of correspondence between the two
a new information or has it been known
to the banks for decades? (Interruption)
Credit is the critical need for the process
of development. Whether it is a small
borrower or a large borrower or a very
big borrower, unless it comes adequately
and at a time when we need it most, the
whoie relevance becomes a matter  of
question mark. So, from that point of
view I give the illustration. There is a
district industrial centre. In the district
mdustrial centre there is a process. All
ninds of officers make instructions. There
Is a bank man who goes into coordina-
tion and prepares a list of all likely
beneficiaries under the district industrial
centre. Now, if you ask each one of the
beneficiaries you will know that all his
cries are primarily in relation to the
banks. The project has been approved,
the Collector has sanctioned it, the dis-
trict industries officers have approved it,
but the banks are dilly-dallying. T will give
one more illustration. . ..

THE VICE-CHAIRMAN (SHRI
BHASKAR ANNAJI MASODKAR):

Only two minutes more. We are short of
time.
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PROF. CHANDRESH P. THAKUR:

I am speaking for Mri. Bagrodia also.

You called him but he was not here.
So,...
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THE VICE-CHAIRMAN (SHR1
BHASKAR  ANNAIJI MASODKAR):
At 4 o’clock we have the other discussion.

PROF. CHANDRESH P. THAKUR:
I will try to be as brief as possible.

1 wanted to give you one more illus-
tration. At the State level there is 2
coordination body of bankers along with
the Government officials of the respec-
tive States. They coordinate. Specifically
my illustration is this. Several months
ago, before this Government came inte
power, I was looking at the problem.
His predecessor called a meeting of Mem-
bers of Parliament from Bihar for a re-
view of the banking operations in my
State of Bihar, and certain  guidelines
were determined, some data was given,
certain problems and grievances  were
brought up. 1 went to follow it up in
Patna. I do not want to bring the name
of any individual bank or individual
bank officer into the picture. The simple
point I am trying to make is the Reserve
Bank of India people and the lead bank
people said that there was a lack of bank-
able projects coming from Bihar. So we
spoke to the Government of Bihar and
asked them: Do you have sufficient bank-
able projects? They created a committee
of officers to develop a portfolio of bank-
able projects to be submitted to the
banks. Then I asked the Chief Secretary
as to what happened. He says that the
banks are now saying in turn that those
projects have not been prepared by banks
and, therefore, they cannot be the basis
of lending. Now the question arises: Are
you interested in lending or not? If you
are interested in lending, your first re-
quirement is bankable projects. If the
State Government provides bankable pro-
ject, then you have to what it. Now is it
possible that the banks who have a pre-
sence in the State of Bihar or similar
bunks which have presence in some other
States can create a bankers’ coordinating
committee and maintain a whetted port-
folio o' projects which could be taken

[ RAJYA SABHA ]

»
v

the Calling Attention 244"
Motion

up on a priority basis as the scheme of
priority for the banks emerge? There is
tue question of intent. Are you simply
declarmg intent or are you really honest
about 11?7 It you are honest about it, then
there are ways to go about it in an effec-
tive way so far as ground realities are
concerned. Mr. Viren ). Shah was saying
about structural changes. 1 think it is
fair, One of the problems of the banks
is that banks are totally being managed
by bankers. I have great respcet for the
bunkers. They are great in some things.
But they are totally clueless about what
is called the management of banking or-
gansation. I am saying this with a cer-
tain degree of authority. I may be execu-
sed for immodesty. Bankers are very
good in managing their money and their
books of accounts. But when it comes to
using the bank resources and bank capa-
bility for promoting the social good or
economic development, I beg to submit
that there is much that leaves to be desi-
red. It is not their lack of intention.
But they have been trained as managers
of money, as accountants. They have not
been trained as managers. Banking is not
an accounting process. Banking is a
modern organisation which dispenses fin-
ancial services, which mobilises resources
from the society and becomes a conveyor
of credit on the socially-determined prio-
rity channels. In that it requires much
more than the knowledge of finance,
monetary economics, rate of interest, etc.
Otnerwise, what is the outcome of a
bank balance sheet? It is the difference
between two administered prices. The
deposit rate and the lending rate minus
the operating cost becomes the bank’s
profit or the lack of it. When we require
that the bank’s develop operative sur-
pluses, then you need managerial input.
I submit for the consideration of the
Finance Minister that from that point of
view the banks should be directed to
move more towards effective management
of financial services.

+

We would like, as members of the-so-
ciety and as clients of the banks, that
our deposits are safe. We would also like
that our deposits are mobilised" By the
barks and are used for socially produc-
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tive purposes on a priority basis. 1f the
banks are not able to do it. I do
not want to go into those details. I have
all the figures. There is need for struc-
tural reforms from the managerial point
of you. There is a study. I do not
know if the Finance Minister had the
time and the opportunity to read that. It
says that there is a concentration ot
banks lending in the command areas of
the headquarters of the banks.

THE VICE-CHAIRMAN  (SHRI
BHASKAR ANNAJI MASODKAR): The
Finance Minister is open to all sugges-
tions, Give the suggestions. He has al-
ready made hig position clear.

PROF. CHANDRESH P. THAKUR:
I submit to him that one of the reforms
for his consideration is that the head-
quatters of the banks should be shifted
to relatively underdevzloped arcas. All
are located either in Bombay or in Delhi
Or in certain parts of Karnataka or
Madras. 1 would like that that lock,
stock and barrel or at least 50 per cent
of them should be shifted to under-
developed areas. Tt is nothing against
Bombay. It is to give the message to the
banks that they have to iook after these
areas, Look at it. The Headquarters of
NABARD is in Bombay. I believe, the
Chief Minister of Uttar Pradesh has
written a letter to the Reserve Bank of
of India that let us know which agricul-
tural operation is pratcised at a very
efficient level in the city of Bombay
where NABARD is supposed to be locat-
ed. So, if it is not, then why should it
not be located in an agricultural region
rather than in u metropolitan city? So.
there is a need for a regional shift.

The second structura]
Vice-Chairman. . .

reforms, Mr.

THE VICE-CHAIRMAN  (SHRI
BHASKAR ANNAII MASODKAR): You
please conclude.

PROF. CHANDRESH P. THAKUR: I
will he very brief.

THE VICE-CHAIRMAN (SHR!
BHASKAR ANNAJT MASODKAR): Do-
not be brief You conclude it.
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PROF, CHANDRESH P. THAKUR: 1
am about to conclude. Sir, there was
ong problem. In 1969, the banks got
nationalised. All the banks were not at
the same level of operation. Some were
national banks in their own right. But
seviral of them were regional banks. And
over-night, after  nationalisation, all of
them were pur at a national par, and
they were suposed to perforp the
national banking role. But they have in-
erited incapacities. Every regional bank
could not be a State Bank of India or
a Centraj Bank of India. As a result,
what has huppened ig that the regional
character hag a hang-over in the post-
nationalisation period, and they have lived
well below the expectation of the country
in their performance, So, I submit,. .

THE VICE-CHAIRMAN {SHRI
BHASKAR ANNAJI MASODKAR):
Now, I would call the next speaker.

PROF. CHANDRESH P. THAKUR: I
would request the hon. Ministey that
after careful review, fet us identify the
strength of certain banks and fing ways
to transfer these efficiencies which are
Jemonstrated efficiencies in some areas,
to all the banks, and let us identify the
weaknesses and gaps in individual banks
and try to eliminata all these. At the
overating level, Mr. Vice-Chairman, Sir,

rules and regulations need to be updated
. (Time bell rings)

THE VICE-CHAIRMAN (SHRI
BHASKAR ANNAIT MASODKAR): I

can only repulate through the bell. ..

PROF. CHANDRESH P. THAKUR:
Finally, the technological support which
is available now should be internalised,
I know there are problems. The Govern-
ment iy interested, the Reserve Bank is
interested, Employees have their problem,
their concern, But lately, they have shown
a certain degree of receptivity. It should
e token advantags of. If it is not suffi-
cient, then ths persuasive power of the

Finance Minister should be brought to
bear.

Mr.  Vice-Chairman, Sir, the last
berently lacks its strength of operation...



247 Clarifications in
relation to
THE VICE-CHAIRMAN  (SHRI
BHASKAR ANNAJI MASODKAR):

Whepn somebody takes the name of India,
one cannot stop him.

PROF. CHANDRESH P. THAKUR:
Mr. Vice-Chairman, Sir, what I am say-
ing is that in the ofi-shore operation,
Indian economy is linked to the rest of
the world. For the Indian economy to
work in the world market, we need off-
shore operation of a very efficient kind.
But the Indian banking operation is a
story of one step forward and two steps
backward. We have had problems. But
Wwe cannot run away from the realities
that international. ..

THE VICE-CHAIRMAN (SHRI
BHASKAR ANNAJI MASODKAR):
Leave some points for others.

PROF. CHANDRESH P. THAKUR:
What steps are taken to streamline that?
1 would like to hear that.

PROF. MADHU DANDAVATE:
Should I reply?
THE VICE-CHAIRMAN (SHRI

BHASKAR ANNAIJT MASODKAR): Not
now.

PROF. CHANDRESH P. THAKUR:
Weak Government as it is, if the GATT
regulations become a requirement  for
them, and services will become an open
area. ..

THE VICE-CHAIRMAN (SHRI
BHASKAR ANNAJI MASDOKAR). I
will call the speaker.

PROF., CHANDRESH P. THAKUR:
...the Imdian banks will have some di-
fliculty in surviving and retaining their
Indian clients also. The last point is—
this is really the last—about the indi-
vidual clients at the local level. I have
no personal knowledge. As far as I am
concerned, I cannot say that I have runm
into a corrupt situation so far as the
‘Bank is concerned. But my ears are
not closed. T am not deaf so far, I
hear about a lot of problems. T am sure,
Mr. Finance Minister must also be
hearing something  about the  banks
which are one of the finest institutions,
and perhaps not corrupt. But a day has
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come when the cloud is hanging over
them. There is a question mark. How
corruption has come, how much of it
has come, ard at what level it has
come, is a matter for the Finance Min-
isier to decide. He hag cited. ..

PROF. MADHU DANDAVATE: 1
decide about corruption?

PROF. CHANDRESH P. THAKUR:
You can do. If you wish, you can do
everything. You can be a party also if
you wish. I am not suggesting that you
are so far, But...

PROr. MADHU DANDAVATE: So

far.

PROF. CHANDRESH P. THAKUR:
Sy far. But what will you do tomorrow,
I cannot say, Mr. Finance Minister.

PROF. MADHU DANDAVATE: It

is hope..

PROF. CHANDRESH P. THAKUR;
I am prepared to bet that you will not.

VICE-CHAIRMAN (SHR1
MASODKAR):

THE
BHASKAR ANNAJI
Your last point is over.

PROF. CHANDRESH P. THAKUR:
I am still on the last point.

Sir, the poing is, it is the duty of the
Finance Minister to protect his officers.
I respect that. But I only hope that
protecting the officers is not his jop re-
quirement. I only hope that if he ga-
thers courage and say, ‘here is a prob-
lera, ang here are the right steps, I am
prepared to do it’, he will not lose his
job. If there is any risk, we will come
to his rescue. I hope, the Finance
Minister will take the House into con-
fidence and announce what are the con-
crete steps he is going to take. (Inter-
ruptions)

DR. YELAMANCHILI SIVAJI (An-
dhra Pradesh); Mr. Vice-Chairman, Sir,
under the M.R.T.P, Act. as well as
the Company Law, every industry or
export house or trading house is sup-
posed to disclose all  debts that are
overdue for more than three years. But
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somz> commercial banks, having huge
turnovers, mismanage and manipulate

their accounts to give a complete go-by
to banking norms. Therefore, it is de-
sirable to bring about a sense of disci-
pline in the management of public sec-
tor banks so that they disclose all their
debts in their accounts.

The argument that such a disclosure
would undermine the depositors’ confi-
dence is no longer tenable because the
deposits=—as per the information given
by the Finance Minister-are  swelling
year after year Moreover  the banks
are  also increasing their debt-equity
ratio, Such increases should enable the
banks to disclose the  debts in their
accounts. Non-disclosure amounts to
encouraging financial indiscipline.

Sir, as per the Banking Companies’
(Regulstion) Act, 1949, section 34A_ the
banks are under no obligation to dis-
close the extent of non-performing ad-
vances in their published accounts. Tt
is reprrted that more than Rs. 11,000
crores are locked up in the sick units
of various industries which took loans
from the financial institutions, Iy amounts
to more than 11 per cent of the total
advances by the nationalissd banks and
more than 20 per cent of the finances
to the industrial sector. Many eyebrows
are raised against the loan-waiver sche-
me for the farmers. But no eyebrows
are ra‘sed when more than Rs. 11,000
crores have been swindled by the in-

dustrialists under  the guise of sick
units in the country. Are they really
sick? The industries may be sick.

But all the tvcoons, the industrial ty-
coons, who run these industries, are not
sick. They register other companies in
the name of their spouses, in laws,
daughtrrs and sons.  They float other
comparnies and they indulge in the same
kind of malpractices. They take loans
from other nationalised banks. There is
no law to curb this.

I would like the Finance Minister to
seg that in the case of these people
who are responsible for the sickness of
industr'ss and who have swindled huee
amour*s. crores of rupees, from tha
pationslised banks, all the partners of
the sick unit and their family members

[28 AUG. 1990 ]

|

250

the Calling Attention
Motion

are debarred from floating other com-
panies and  getting loans from the
nationaliseg banks. Unless this is done,
there can be Mo end !0 such malprac-
tices, to the swindling of public mone
under the guise of sick units.

A numbsr of examples are being
guoted. Take. for example., the Punjab
Natjional Bank. Two companies belong-
ing to the Modis are to pay more than
Rs. 94 crores. Are the Modis really sick?
Are they not healthy enough, are they
not capable enough, to pay back this
amount? Likewise, the TIndian Overseas
Bank... without any exception, all the
workers are colluding with the indust-
rial tycoons and making the industry
sick. At the same time, as far as the
Indian National Banks Employees Fede-
ration is concerned, it went on record
during the last week that 12 public sec-
tor banks were exhibiting non-existent
profits in their year books, (Time Bell
rings). T am taking shelter under the
precedent that you allowed. The
INBEF executive which met here on
last Monday also proposed the setting
up of a Banking Commission to unearth
malpractice in making advances and re-
covery of loan. So, I would like to
advise the Government to see that a
permanenty Commission is appointed. Let
CAG be allowed to unearth the ac-
counts of the nationalised banks.

The Banking Commission report of
1972 has recommended reduction of
banks from 28 to 10 or less than 10.
When the insurance companies were
nationalised in 1956, there were quite 2
good number of companies existing in
this country. but later on  they were
limited to only 4, Over and above that
there is a General insurance Corpora-
tion. Similarly, here also the number of
nationalised banks may be reduced to
10 op less than 10 with a Banking Cor-
poration over them to look into their
functioning, It can reduce malpractices
in the banks which are taking place in
rard to collection of dJeposits and in
cranting the advances.

Fverv day several reports are appear-
ine in the press and media about the
malpractices.  frauds, corruption  that
take place in the banks. T do not know
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whether there is any agency in this co-
untry to go through these reports, ex-
amine them and punish the guilty? 1
would advise the Government to appoint
a permanent statutory commission to go
into the melpractices of all the nation-
alised banks so that the guilty could
be punished.

= g agifean (ToweT)
JogwTesy i, YJnWWW'?TﬁT%
g qGA VST AT gt T Fxam,
Auifiey fagdasie’ a9 9g 9% &
g | e ¥4 fawar ag & o G
F1 g fqar | SR g o 9
Soar 5 wawT a5 sﬂéﬁmlqﬁ

f qF 9 ST g At A g g fw
IW FTIREL 9T WY 981 I q¢ HF

faoar & 1 34 H T F FRwE W
am R af g feafa awas g

df
A g ot AR TEF A
F] F WAl qF TEIAT | W& & A
AN B2 BT rvﬁ:r A A g IE
T W wTE § | ST sfagE
ﬁsﬂa'rwgar | ¥ wEr A
qeT q 1 qF afr#sma'rs‘vrmﬂ
g ot 7 qfaaﬁra‘?fwafaml
7g qga oS w0 HAT | AT
FW & q qgd WL & W
gfezegueg a7 fawma g, 4% €9 33
ST AT WA AT § AT e
Haaar § fr 8 ML ¥ 58 g
FAST AT | WG AL F | AT 50
e FAy  femifoed g @ AR
TEATAY | ATE FAT &I TF | T qIY
A =BT g5 | ATAATINGT F A1Q
Ta-Ta & T T § 9% g o
T AR ¥ A AT 7 T g | AP
g A8 & fF AueenSiwa & A
Feq oY TgT 98 A1 § A ufntaaer
faers @A @I mE | fmawgd s
AR AAARSE g, 0 AE Iq A
FqW qgE, 9 & FAT avers,
AY T FH WY T[T AR H
& QAR TEA @ T F@TE |

i

%

Marion

™ & & uHFNAE a5 & o)
Ffms & wgr oy &

“When banks are in a financial
mess, the cost is borne largely by
consumers. This is the primary
lesson that can be drawn from the
moves by the public sector banks
to raise the floor lending rate for
working capital financing from the
present 16 per cent Cost of funds
relative to the returns has gome up

for  the banks partly owing to
their own inefficiency”.

o guivg fag gawre (v9m9) ¢
H74T S fasir &

FAGARTH (s WTEHT  HHATH
TEEFEL) - A, TG R E

o gedE SwgdEm ag 9% wgAw
F Sy Sarar HEAT g ST @Y —

It is because of their own ine
efficiency and partly due to severe
restrictions imposed on them by
the Reserve Bank of India. These
restrictions have resulted in banks
being able to create  credit upto
only about 46.5 per cent of their

deposits.

79§ WAl St B A EAEALG
FEAT %m’arg % 46.5 TFe TAQ
fasraaaa, OF © ChTifaee an Sfresa
w7 ¥ ag A A aww § o fa
ZW 100 TTF F AT NIYH HL AT
JAE 50 &F ¥ A9 A I FHT

gz g A T fenifae &€ AR o
m@'m‘@a'{%ﬂwéﬁéuﬁwﬁw
gt g o ford d% # aga

7 fefewag s &1 & a’mamﬁ

fF &) gEAE WO AN F & 9
ar fed e 7 A fad famw
s § S ST 9EF gt WY S8

@ w08 Ty feqfae & wiee &
o qTE FUT AT HT faqae FLaF
¥ | ¥ &F Tl B FIEET G AT
I ag FATT FoqwG B fer |
T TR A AT frarc a1 S aTgaT
&F FT 9% 46.5 AT 50 UIEE 4,
JAFT B FTL(UT, IGH! I0T AT
g &1 AT 99 forrees 99 &
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q I ag & Uegwwd A FAT ATE-
WFAT § | AENE4, AT 9% Al
TA @ T AgE 94 ¥ | W S
faF gz A &1 aw a1 famn | we A
§fm - fn 7 & o8 @F 7T TR T A
d¥ar FY AT & a1 S fod srowt w18
q wi¢ fige I gL, I9 TH TEA
fapiy « S & dan 9r w39 i g1
%4 a1 aa ff JuH! TS AT IS AN
Y FTGEC & g§T I AHA 8 |
WA F A F W R AW
eI [Het 99 ¥ qard Sar4r 97 W
gar fecdy fatreex 7 § SR aF7
IR &% F1 FeruAeTEeE A F AW H
¥4 &F & 91 AuAqrEoe TGI8 1 SR
frx femmamseT $3F £ A F T8
FZE g | AfFT 37 T@ T FE
ER FT T fearede HL TG &1 AR
Tt e Awar &, FiE P draar §
AT urgw fafrey o dAd )
A¢ & aw & TG wrar {5 Al 1A
Fr qrfrdy T &) wee feRrmAATEdaT
FET ¥ A AT qETEA | e 4 TF
I AT ST | HAY GHL THAT 3T
ag @ A 4G war fp qar T F4
TS AT qAd § | el Ger A%t #
§ 9% WIS aF QRIGITAT TGl AT
& 1 A qg A wga fr HA wGRA A
% 78 federe § | a9t 8 T
F W T & | W ang §, heaaE §,
a9 SiATe &, gafod § MATFT g
f 0 & H9 HqH Aqea § T QFH-
T 5T AT § A% Ty § AeA AIA [T
&1 TR ATt g ag Tar T A% (4
T AT FTE | (AT Y wer) 3y fraT

TIAWHTA (o) Wi ¢ KA
arERFl) & frae adt o

W TeAS Iragifaa: ITawTeRy S,
o & faq ager foms faar o fa &
gaar & & s Fe T A sq feafq
¥ A7 srfqy | & madr gEm, w9 4@
FIfmeFTaad § Sf9 | Bad ani
doubtful debts not shown truthfully.
§ saa 7 fragide O8 smoegw
3z #l fegaragismar A 3 fqar sy
g Wiz gt § F 9T S ERT E
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9 #a7 & 5 mgde FAT A aiel
&4 diz avTd & e ofsas FERCH
@mwﬁqgreréﬁarsi’r&%a@rzma?

SHRI JAGESH DESAIL
to show.. ..

o gars JrErai : ag frany G
3 s gafod o forqy 5 1 4 de
T gsg fa@q § AT A |

TF a1 HIX  FF aga @ 6 OF
el ¥, wH R asF A AR
g% ¥ 787 T I-aE wg A 10-20
¥ A G A S | TF @ 5 gEATIAH
FqT AT ? AU Fg & {F agl Ay
FIAT LA ATT HIF WL I@T T
ufar §  oved | 3§ A W qgA o
F5 I | QA A g 9919 ST
9FT F fr 9igt gend At 8 S
fardy oY SRR § &1 a1 TAT AR F
« Pt FfEd | 31 FT TRALAT FI9EX
3q zeed ¥ @ w¢ ufar ®, 969
HTOFT 3 BAT ZW | T ar qrfaE
(793 w1 °&r)

They have

SagaTas (AN WiER WA
Aigrawe) © qaF A e off aure g
g

TR AIY JITSIEAT : Jg TgT T&
T & F I F @G AR GA
FL A ITaT & GA F
dnit & @i A ag fowrag @ g fF
g9 gHhe FT QU a9T AgH W & | W
wt & = Far ofwg, qu dar fan
T | gAY a1 g & FF agg & a9
dar Fwcqga @AY § ) afg IR F
o IR AT TG raH F feqifae
o faam T A W uF aga a9t
e afag AT FG | F AR AW
HTHRGT FAT FEAT §, HAT ST ;T
¥ am gi uw g foar g
~(Once in four years the RBI also
undertakes a detailed inspection.”
gaaT ae7 feqrdde g o9 WO A)
a9 & AT A FAT A1 3G9 FO
g aTaT ARl &1 3HEI WY A AN
# UHATC AT 6 LA T TF AT FG
A9 GTHT IH ET
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=7 geawE feg gamiw ;. ag WA
% @ % Fifom wEow §, #HAT SY

AN S

AL GAT T AV SHFT FA0F Fg 37 7

o We FUEAT | WY FATH H & FTTH
gar aRwt 5 B v & Av ety

Wi g @ st@far: om a &
AL FFAT AT § 3EA AR S G
fae Froerea | a‘gm—mft gaT g\m
g1 3=r QAT 19w €, EW wEGEE
£ AQ G AR T ¥ AT FT
T & fF g aEf YemEe faar 31
3AT g Al g FT VIIAT A H A §
qumaﬁlwwﬁrwq
ey foqu  FwWdaew ar  fadee
AT E1 49 O THEEG & %S
A § 1 gw femgmm § gt FEmem
Tar § s Ay ALY, # ag S
qrgar g & F G FETAH
Fr s‘amﬁ mzm IT AT TAT 8 FT
F I FAC WTAT H 9 FE G
ST | ag o F s Ser Aegar
§ | UF STE AT AT OB —

“I take the opportunity to assure
the House that no corrupt practice

will be tolerated and no corrupt
official will be spared.”

AZAE AN § TFT AT AT E |
¥ SAar § AT 529 AgT weer §
FfFT ITET TOEAT FAT F 1 IHET WEAT
C 1 -G O f%g&r%ﬁrqmwr
mﬁm&%xaﬁﬁ%w‘t FITAT FIAC
FX QT IgF IUL UFAA FH gjvrru
MMT AT {6 gATE 00 FFIACH &Y 91X
g 1 = gafay urd & #E gy
FAS FeT W TT AN ) SEHC
TAEAT 9T T, T8 WI W14 gH 7 AJ13H
TE qr haw QfAfewRa &E ¥ E8 g
qIAT AZY § 1 (FRA T 92T) AT AT~
qRe g % fF “We also need the

cooperation of the employees in
customer service.”
TN TERS W FEmeE ar
foorm & =ifF aoe TS A
e ¥ dordt femr g 1 9% FEEw
afad | fET TR TPIATEST FT R ITIAT
F A Brrar & P o dF ¥ H

improving
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TrgeTes &1 afafafa & @ fBT st
391 FEnde g faear & 7 ad av
FITO 97 1% H 33T F1) RO o
aaERr  FESNA qgr faemr @ @
AR 39 9% 6T & fa= Fwaem
ﬁ)ﬁfwuﬁmwrmwaae@

ar AT 7Y | (fagre) #
ot 4F ATH aﬁw ¥ FE 7AW
o AR § 8 g g ag 10
TEE FEIAA L ATT W AT & | AW
T AT AN K A1 AT FZRATAT GRIT
HOIFT g7 qga &FA< |

THE  VICE-CHAIRMAN  (SHRI
BHASKAR  ANNAIJ1 MASODKAR):
Shri Ashis Sen—five minutes.

SHRI ASHIS SEN (West Bengal): I
won’t be able to.

THE VICE-CHAIRMAN (SHRI
BHASKAR ANNAJI MASODKAR):
Then you need not!

SHRI ASHIS SEN: Number one: I am
not well. T won’t be able to speak at
my normal speed. Then the question
will be, within five minutes I will not
be able to cover such a big thing.
.. (Interruptions) . ..

Now, Sir, the Minister, in his state-
ment, has said that the banks have
their own internal machinery to deal
with complaints, fraud and vigilance
cas¢s. If somebody in a particular bank
has committed these  things and the
same bank’s management has been cal-
led upon to deal with these complaints.
it will not be effective—it can be un-
derstood. Earlier it was being done by
a third party, may be the Reserve Bank
of India. Now, if it is shifted, it will
not have any powers. I am told that
nearly 20 per cent of the bank advanc-
es are bad doubtful of recovery or suit
filed cases. Now, what are all these
things going on? How far have we been
able to fulfil the objectives of the
nationalisation? Before saying that the
Minister says that our effort will now be
to consolidate the banking operations
rather than expanding them further. Still
there are so many areas where within a
radius of say 7 ot 8 or 10 miles there is
ne bank branch. It is a reality. I have got
a first-hand knowledge of it. But in the
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name ©of consolidation of the  existing
bank branches, opening of further
branches is being stopped. Then the ob-
jectives of the nationalisationr  are set
apart and the banking institutions are
treated to be as institutions for profit—
making purposes in the classical way.
We will be doing wrong, because we
want in a developing  economy the
banks should be treated for development
purposes, not for profit-making purposes.
Of course, [ do not mean to say all
the money, like in the Loan Melas,
which the previous  Government had
done, should be distributed and that
there should be no concern about the
recovery. I don’t mean that. But then
the development aspect should be more
important than that So, what I say is
that in the name of consolidation. re-
striction on the expansion of new bank
branches should not be there.  There
should be more expansion of the bank

branches.

Now, RRB; were opehed and at many
places they were able to do the job of
catering to the credit needs of the
rural poor. Now. if further branch
opening is stopped, then this objective
will not be fulfilled. Incidentlly I have
come to know that there has been an
award in respect of the RRB staff. On
30th April last. till now there has not
been any gazetting of that Award. Nor
has there been any attempt for imple-
mentation of that Award. About 70.000
workers are benefited by that Award.

Similarly, is the case of award for

small deposit collectors,

] would like to show what has hapren-
ed after nationalisation. Qur experience is
that the top managemeny of the banks
does not involve itselg in the prosperity or
the working of the banks. Each individual
top brass of the bank is interested in
how to get further promotion or how
he is going to become Chairman of a
higeer hank. If this is the position of the
top management of the banks and if it is
not checked and is somehow or other
allowed to go on by lead to any improve-
ment of the banks, because those people
are more self promotion.
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Now, advances to the big houses
constitute about one-third of the total
advances which is Rs. 105,000 crores.
Now, what is the experience of the
banking industry? How much do we
get back out of the money lent and
how much interest do we get?

THE  VICE-CHAIRMAN (SHRI
BHASKAR ANNAJI MASODKAR):
Your five minutes are over.

SHRI ASHIS SEN: At the beginning I
requested yoy to permit me to speak for
more time, T would not go on endlessly.

THE VICE-CHAIRMAN (SHRI
BASHKAR ANNAIJI MASODKAR): 1
would like to give you time, but there
is no time with us.

SHRI DIPEN GHOSH; Is that our
fault,

THE VICE-CHAIRMAN (SHRI
BHASKAR ANNAIJI MASODKAR). It is
your business. We are just controlling the
business, That is ail. If you don’t want
to do the business, what can we do?

SHRI ASHIS SEN: For recovery there
is no follow-up. That is an important
point. It is from here malpractices and
corrupt practices begin. Loans are given
and they are compromised midway. The
interest need not be paid and the advances
are phased over and ultimately the amount
does not come back to the coffers of the
bank, This is one of the ways the corrup-
tion develops

Now, properties are pledged against a
particular advance, If the advance is not
paid. the property is sold either to the
same person in Benami of somebody else
and the bank is deprived of whatever
benefit it would have got out of the ad-
vance or by selling the property pledged.
This has got a material effect on other
categories of staff from the top
officers down below, Corrupt
practices and all that do  mot
come out of their own. Ordinarily emp-
loyeeq are not corrupt. Tt is the environ-
men; that creatas corrupt practices in bet-
ween. So this is how the corruption i
to be handled. Then, from policy mak-
ing to the departmental working, emp.
Toyees and trade union organisations
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must be involved; otherwisg it will not
be possible for smooth working. How
does it happeny We have found against
certain  Chairmen of certain banks, for
example, Punjab and Sind Bank, Syndi-
cate Bank, New Bank of India, Vijaya
Bank, Indian Bank, so many cases
pending aganist them. There is a case
of phone misuse against the  General
Manager of the State Bank of Travan-
core also, Many cases have been detect-
ed against them and they are directly
involved in these corrupt cases. Some
of the Chairmen have been removed
but what action has been taken against
them afterwards? They go scot-free and
as gentlemen they move about in the
society. Then, tomorrow 1 can also be-
come g Chairman. I will go scot-free.
I have nothing to do about it. I will
try to do as much as I can while I
am the Chairman, That i3 going on.
Now, in respect of New Bank of India,
CBI and the Central Vigilance Com-
mission have submitted their  reports
against the top management but still no
action has been taken against them and
they continue to be in the bank. Only
one person has been removed.

Now, another institution, not bank
but the IFCI, against the Chairman of
the Corporation also so many corrupt
cases have been reported but no action
has been  taken. He goes on continuing
to be the Chairman with extension and
play on with the game as long as he
can.

How the industrial relations  have
been affacted in the Syndicate Bank? I
have got with me a big list. The emp-
loyees raised the question of corruption
against the Chairman and others. They
are transferred across the country, from
Calcutta to K erala, from Tamil Nadu
to Punjab, Like that they are transferred
vindictively actions have been taken
against them. I am mentioning about the
officers and if any officer comes out
and says that the boss has done  some
thing wrong—the moment he says— he
is put into this frouble and vindictive
action is taken against him. If this is
the attitude of the management, who
will come forward to point out? If the
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Chairman is doing something wrong, if
an honest officer, if an honest employee
want to pick up that issue, he is liable
to be transferred. If the cases are taken _
up no action is taken against those offi-
cers who are involved in these cases. I
had ap occasion to mention some of
these cases to the Minister but it goes
on like that.

In the discussion the Reserve Bank
cf India has been referred to. In the
RBI recently 400 officers have been
transferred for no good reason. When
yoy are trying for austerity measures, how
can you fulfil it? If an officer is traps.
ferred it costs RBI Rs. 15]2000. There-
fore Rs. 60 to 70 lakhs is clear wastage.
Same is the case with other banks and
the Syndicate Bank also.

The RBI has diluted its inspection. I
had an occasion to be there , I had known
the inspection process earlier and how
inspections are done now,

THE VICE-CHAIRMAN (SHRI BHA-
SKAR ANNAJI MASODKAR): We are
running out of time. Please conclude.

SHRI ASHISH SEN: My reserved time
is over? Please create “no reservation time”
for me, at least 60 more records,

Regarding  balance-sheet, a separate
an audit cell is not going to help doing the
job. Now the balance-sheet has to be
iransparent, Why should there not be a
list of big defaulters? Why should not the
RBY have a list of big borrowers? One
Particular borrower borrows money from
one bank, He borrows from several banks
and nobody knows what is his total debt.
One day they find that they are  duped.
The nationalised banks must be answer-
able to the Parliament,

Regarding reconstruction of the banking
system, you must do something. For exa-
mple one bank for 15{20 districts with
overall responsibility for the area, I am
told that only yesterday one Minister has
¢ome out with a public statement saying
that five banks are going to be denationa-
lised, privatised, I would like to have an
answer from the Finance Minister whether
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there i any basis in this statement. If it
is correct, then, We are doing a wrong
thing, Rajya Sabha also should have a
Committee to investigate into the working
of banks just like other Public Undertak-
ings Committees, Rajya Sabha should have
a Committee to go into the functioning of
these banks as they will be answerable to
Parliament,

THE VICE-CHAIRMAN (SHRI BHA-

SKAR ANNAJI MASODKAR): Thank
you, Mr. Sen.
SHRI A, G. KULKARNI (Maharash-

tra): Sir, T do not want to take the time of
the House, T only suggest that I have
already said whatever 1 wanted to say as a
good Parliamentarian in writing to him. T
want an  assurance that he would reply
within eight days and secondly, just like
Public = Undertakings = Committee, the
Nationalised Banks should be under the
purview of some Parliamentary Committee.

SHRI ASHIS SEN: The All
Banks. ..

THE VICE-CHAIRMAN (SHRI BHA-
SKAR ANNAJI MASODKAR): Mr. Sen,
1 have already thanked you,

SHRI ASHIS SEN: Now, Sir, allow me
to thank you for giving me this opporto-
nity, There should not be so  many All
India banks, Banks should be restructured
in a different way so that each region can
have one bank taking the entire responsi-
bility. That is what T suggested and it
should be ip that form. About thig corrup-
tion and malpractices,, T have something
else to say but I do not want to seek your
follow up permission now. Thank you,

St gm o (W owRw)
nrrEy, et W dw & arfaw
KU CEAC I I 3
LG G L B i
2 U T EW a1 T wwEIe™
mﬁﬁ'{@m F a| FL @

g feftmm = ¥ aw & froeat
fR g fwdy & Fmaws ¥
e far s o@F 0 # ooy
A gew ¥ AW FEAT |
g WY a8 FaT W W@ B R
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FEr ¥ WU § 1 W I AR
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THE VICE-CHAIRMAN (SHRI BHA-
SKAR ANNAJI MASODKAR): Mr,
Kiruttinan,

SHRI PASUMPON THA. KIRUT-
TINAN (Tamil Nadu): Mr. Vice-Chair-
mzn, I am very thankful to you for giving
me th1s opportunity, (Interruptions).

PROF. MADHU DANDAVATE: Shall
I get some time for reply?

THE VICE-CHAIRMAN (SHRI BHA-
SKAR ANNAJI MASODKAR): You
have said that you want to give a reply,

SHRI PASUMPON THA. KIRUT-
TINAN: You will be getting a lot of time
to reply.

Mr. Vice-Chairman, I am very thank-
ful to you for giving me this opportunity
to take part in the very important debate
regarding the rampant corruption and
malpractices in the nationalised banks,
My friend Mr, Gurudas Das Gupta has
talked much about it, Sir, ] was one
among those who supported the nationali-
sation of banks in 1969 while T was a Lok
Sabha. Member. My party, the DMK, was
also one among the parties which svpported
nationalisation. But I regret to say, after
sezing the functioning of the banks after
the nationalisation, that the very purpose
bzhind the policy of nationalisation has
been defeated. I agree that the volume of
business transacted by the mnationalised
bunks have increased manifold in the last
few vears, But the achicvement of the
banking sector cannot be judged merely bv
the reaching of quantitative targets, ‘'The
quality of achizvement and the degree of
satisfaction which people detive from the
hanks will be and should be the main cri-
terion for determining the success of the
banking system in the country. In all these
vears. the rural nopulation has been nes-
lected by thess banks. The public sector
banks  should be asked to orient their
wnrking as per the espiraticns and satis-
faction of peonle. T would lika to know
from the hon. Minister how far the natio-
mlised  banks have taken care of the
agriculture sector to accelerate the growth
of rural economv which is still the back-
bone of this country.  Sir. there have been
corruvtion and malpractices in  the
nationalised banks, Nationalisation has
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krought in corruption of two kinds, On
the one hrid ... (Interruption) .

THE VICE-CHAIRMAN (SHR} Bl
SKAR ANNAJI MASODKAR): PL
put your views.. ([ ).

SHRI PASUMPON
FINAN:. .. 4 ey
hers, who, through either coercion or the
cooperation of the baak employees, chan-
nelise the funds of Govermment’s various
poverty alleviation programmes to their
personal constituencies, Take, for ewam-

THA, KIRUT-

Craas U PUOWUTeO

ple, the ‘loan mela’, As my hon, col-
league Mr. Gopalsamy has pointed out,
this ‘loan mila® voe all along . (4

forruption ) .

THE VICE-CHAIRMAN (SHRI BHA-
SKAR ANNAJT MASQODKAR): M-
Kiruttinan, we are very short of time,

SHRT HINDIVANAM ¢ VENEAT-
PAMAN (Tamil Nadu)+ #le has taken
only one minute, Sir. I have been looking
at the watch.

THE VICE-CHAIRMAN (SHRI BHA-
SKAR ANNAJI MASODKAR): He has
already taken four minutes. (Interruption).

SHRI PASUMPON THA £ KIRUT-
TINAN: In our state of Tamil Nalu the
loans sancticned during the years 1986-87
and 1987-8% could not be recovered
bacauss  they were all givento the people
who belong to the Congress party. Mo t of
the loans were benami, In my district of
Pasumpur this year, thousands of upplica-
tions have not been processed and sanc-
tioned because the bank employees Say
only 18 per cent of the loans given during
the last pericd were recovered because all
were benami. 1 would like to know how
many of such  benami cases have been
brought to the notice of this Ministry.
What actions have been taken all these
years? Secondly, Sir, the other
kind of corruption is that indulged in by
the banking officials in the loans provided
to the commercial sector. There 1is little
or no accountability in the recovery of
loans, The same officers who have sanc-
tioned the loans write them off, There is
no one to check whether the
loans  have sone to  the right par-
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ties or relatives or friends of the officers.
Sir, I want to know from ths hon. Minister
how many such cases have been brought
v thic notice of the Finance Ministry and
~hat the quantum of amount involved in
such  malpractices 15. There are  many
public sector banks lending pzople’s money
to the big piivate sector and the people
have to suffer because of the mismanag:-
ment of sick units in their fold, As my
colieagiie, Mr, Shivaji, pointed outl, two
of the most successful public sector banks
had a profit of Rs, 55 crores and Rs. 8%
crores  respectively in the last financial
year. They had bad and doubtful debt.
totalling Rs. 67.6 crores and Rs, 27 crores
respectively. Recently at the National Con-
ference of Banks in New Dezlhi, banking
officials expressed their serious comcern at
the poor quality of the credit-portfolio of
the public sector banks, Their overdue
advances to sick units are repeatedly in the
region of Rs. 10,972 crores constituting
17.4 per cent of the total outstanding ad-
vances, Why the Reserve Bank allowed the
public sector banks to  accumulate all
these years such huge outstanding advan-
ces, in the first place, needs to be clarified.
Then regarding credit insurance system,
the credit insurance system of the com-
mercial banking system is on the verge of
total breakdown, Gross interference by the
politicians  slackening of the account-
ability of banking officizls and corruption
are some of the factors influencing the
deterioration of the credit puarantee sys-
tem. Writing off the debts and claiming the
same from denosit insurance and credit
guarantee corporations becomes a conve-
nieat instrument for commercial banks to
get bhack their money. ., (Interruption)

THE VICE-CHAIRMAN (SHRI BHA-
SKAR ANNAJT MASODKAR): Please
wind up,

SHRI PASUMPON THA, KIRUT-
TINAN: In view of thic development I
would like to know whether it is a fact
that good borrowers are forced to pay the
price on behalf of their defaulters. What
is the actual amount involved in this type
of malpractices?

Sir, tha last anestion I would like to
krow from the hen. Minister is whether
the Chief Ministers of West Bengal and
Tamil Nadu have asked the Centre to em-
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power the State Governments to monitor
the activities of the nationalised banks in
their respective States; if so, what the
reaction of the Central Government is,
They have said, “Unless State Govern-
ments are actively associated with the
process of monitoring the performance

of the banks, even, the rural develop-
ment programmes envisaged will not
succeed”,

Thank you.

Y €W =9 AnT (IATARW) ¢
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SHRI JAGESH DESAI: 1 would like
to point out z news item where the State
Minister of Finance said that four of the
nationalised banks would be given to the
private sector. (Interruption). He made
it very clear. He said it, When a
Minister of the Government holding
Finance speaks like that, there are some
doubts createq and doubts are created
b2cause you want to give Air Taxi to the
private sector.. .

o 7 IETIA A,
g mr  faEa TEd g

ocH

SHRI JAGESH DESAL I would like
to know from the honourable Minister
what the policy of this Government is,
Even the Prime Minister is saying that if
the pubilc sector departments are not
having resources, we shall have a Plan
holiday, I am surprised in what direc-
tion you want to go. And assuming that
no nationalised banks will be denatinalis-
ed. .,

PROF. MADHU DANDAVATE: He

has said he has made a statement,..
(Interruption) .
SHRT JAGESH DESAL  Regarding

appointment of directorg by IDBI on
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such companies where they have given
by way of }oan or equity sums amounting
to a certain percentage, he assured me,
we shall nominate direc'ors. After he
became the Finance Minister, after he
gave that assurance, in how many com-
panieg bas IDBI npominated a director?
Thirdly, about reconciliation. Crores
and crores of rupees are sealed in re-
concifiation. This is my owp under-
standing, Lakhs and  lakhs of entries
are not reconciled. What machinery
do yoy have to see that this reconcilia-
tion is completed in a specified period
of time?

Aradt wwar fegr (faer)
T, wy oA ot L (smEwi) L

JTAATER (o1 ARET g
qEIEET) c AGF, AW |

gt AT Fo WF ¢ 4. 00 T
EER-C UG L C -G CU I O
LERI T

THE VICE-CHAIRMAN (SHRI
BHASKAR ANNAT] MASODKAR):
Now the Finance Minister.

SHRI DIPEN GHOSH: The Finance
Minister can speak only up to 4 o’clock.
He will have to continue some other
time.

PROF. MADHU DANDAVATE:
What is there at 4 oclock? Tea time?

SHRI DIPEN GHOSH: At 4 o'clock
there is a Showt-Duratioy Discussion on
the Nationa] Security Council. Natural-
ly the Finance Minister will have to
continue later,

PROF. MADHU DANDAVATE: It
can be slightly pushed.

THE VICE-CHAIRMAN (SHRI
BHASKAR ANNAIJT MASODKAR): Tet
us finish this.

PROF. MADHU DANDAVATE:
Having come from the other House [
really get confused as to the distinc-
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tion between clarifications and a full-
scale debate and also a Calling-Atten-
tion.. .

SHRI P. SHIV SHANKER: Become
a Member of thig House.

PROF. MADHU DANDAVATE:
Whatever I learn here, I unlearp there.
This is no aspersion. Jagesh Desai is
here. He comes from a State legisla-
ture and, Sir, you also know it. In a
Calling—Attention in order to extract a
definite commitment from the Minister
sharp questions are posed and they are
expected to receive sharp answers. But
here ig a long debate and you will
agree with me,..

THE VICE-CHAIRMAN (SHRI,
BHASKAR ANNAJI MASODKAR):
Just to impress upon you the points.

SHRI A. G. KULKARNI: Prof.
Dandavateji, ours is a parliamentary «e-
mocracy; everybody has to participate.

PROF. MADHU DANDAVATE: I
have no objection. (Interruption) 1
have no disrespect to the House. It is
a participatory  democracy, no doubt.
I am glad that at least I have the op-
portunity to participate. I thought
that the way the discussion was going on
1 wouldn’'t get the opportunity to reply.

I don't want to refer to each and
every speaker because there are a num-
ber of points which are overlappins.
Sir, as far as our friend,, Shri Das
Gupta, is concerned, he has given a
note of warning not to be complacent.
In fact, there is no room for complacency
at all. T say this because, if I place
before you and tell how dismal the
picture is, you wil} see that there is no
question of being compacent, By the
end of 1989—because tha; is the vear
for which T have got the latest figures—
if you take the SBI and its associates,
the number of frauds is 615 and the
amount involved is Rs. 19.79 crores.
As far as the other twenty nationalised
banks are concerned, the npumber of
frauds is 969 and the amount involved
is Rs. 3043 crores. And, if you take
the total picture of all the public sector
banks, unfortunately, the total number
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of frauds ig 1,584 and the total amount
involved in these frauds is Rs. 50.22
crores in one year! I am sure, there-
fore, that no Finance Minister would
like to take a complacent attitude at
all even with this picture. Maybe this
is the tip of the iceberg.

SHR] JAGESH DESAL Yes’ yes, it
is like that only,

PROF, MADHU DANDAVATE: I
do not know as the Finance Minister.
But you may be kmowing.

I was saying that there is no question
of remaining complacent at all,

1 fully agree with the fact that al-
though out of the twenty mationalised
banks only two have shown Josses and
the rest have shown profits, some Mem-
bers have a doubt as to whether the
picture is correct. 1 do not want to
assert definitely  whether it is right
or wrong. But one thing I can tell
you, It is better to err on the safer
side. Therefore, I am one among
those who want more transparency and
more opecnness in all these transactions
and the House will be happy to know
that already the Government of India,
in consultation with the Reserve Bank,
has decided to change the entire system
of accounts and also the format for the
balancesheet of the public sector banks.
The public sector banks should not fol-
low the maxim, “Conceal as much as
possible and reveal as little as possible”.
1 think that system has to be changed
and, therefore, the format is being
changed. Already the suggestions have
been worked out and we should not
make a fetish of secrecy. No  doubt,
the secrecy clauses are  there. But
even with a greater degree of trans-
parency and  openness, there will be
certain  types of transactions thag will
have to be kept secret. In this con-
nection, my greatest grouse is regarding
the loan melas, According to the
Banking Companies Act, we are Ssup-
posed to maintain a certain degree of
secrrecy about loans given and loans
taken. But, if you have public meetings
at maidans and if you go on announc-
ing what the loans are that are being
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given and also anmounce that no guran-
teeg are there, I think that is total
violation of secrecy. I do not want to
cast aspersions on anyone, But I think
this is a bad system even from the point
of view of Tbanking  transactions.
Though I do not want take shelter be-
hind secrecy, I would say that openness
should not be to such an extent that at
stadiums and public maidans you go
on distributing loans and go on announc-
ing [oans.

SHRI H. HANUMANTHAPPA; You
are talking of lcan melas, But, in
{Karnataka, under the Janata Govern-
ment, there were site melas! . (Interrup-
tions).. There were site melas. . (Inter-
ruptions) . ..

PROF. MADHU DANDAVATE: Do
not sink the entire debate to thap level,
I may tell you that even if my party
and my Government were to do it, I
would say that this is a very wrong
thing to do. This cutg across party
lines,

4.00 p.M,

What T am saying now is that it is
a question of  maintaining a certain
degree of secrecy abcut certain transac-
tions, But where we need not try to
be open we are trying to be open, and
where we are trying to be open we are
trying to...(Interruptions) 1 said that
where we mneed noy be open we are
secreted, and  where we need not be
somewhat secreted we are trying to be
open., | do not want to take cover be-
hind this clause of secrecy at alll I
think there must be meximum...

THE VICE-CHAIRMAN (SHRI
BHASKAR ANNAJI MASODKAR):
Mr. Finance Minister, if I am not dis~
turbing you. how much time will you
take? Be brief.

PROF. MADHU DANDAVATE: I
will try to be brief, because all the
friends are convinced! I wont take
much time for convincing them. (In-
terruptions) T am accepting  your con-
vicion!

SHRI GURUDAS DAS GUPTA (West
Bengal); Please do justice tg the subject.
Let him answer all points, This is 5 matter
of national importance.
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PROF. MADHU  DANDAVATE:
You will be thoroughly satisfied. I am
going to take up all important points,
but not in a lengthy manmer. I am
going lo do it precisely.

One, we accept the change of format
for public sector: a greater transparency
and a greater degree of openness. Two,
the accounting system has to be changed.
There is no doubt about it. Three, there
should not be the  pretext of secrecy
in order to see that the right of infor-
mation is denied to the clients ag well
Pariiament, Four, Mr. Viren
Shat has rightly said that there must be
a greater degree of autonomy in the
functioning of banks and e said,
‘structur.] change’. I accept that with
a slight rider that functional autonomy
becomes meaningless unless it is within
the framework of accountability. There-
fore, there should be autonomy csubject
to accountability. If there is autonomy
and there is uo accountability either to
Parliament or to customers, in that case
such an autonomy is going to create
anarchy. And that point has also to be
taken note of.

[P Y

[The Deputy Chairmap in the Chair]

As far ag profits are concerned, our
frieng who initiated the debate said
that omnly two banks are supposed to
show losses. He has pointed out certain
degree of adjustment of accounts. Ac-
cording to him, 12 bankg are supposed
to have losses. And according to him
that is done because of the fact that in
some cases the bonus was not shown in
the account. In somec of the cases other
expenditures were  not  shown in the
account, and as a result of that it ap-
pears that there is a marginal profit. I
do not want to make an assertion that

this point of view is correct. But T can
assure you this much. But assuming
that there are  cases of malpractices

which they have pointed out, I do not
propose to set up another Banking Com-
mission. Sir, here we have got the
report of the Banking Commission...

THE DEPUTY CHAIRMAN: Madam!

[ 28 AUG. 1990 |

the Calling Attention
Motion

PROF. MADHU DANDAVATE: |1
am sorry; Madam. Madam, no allega-
ion. {Interruptions)
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Madam, her: is the report of the
Banking Commission. Many of the
criticismg that have been levelled by the
hon, Members on the floor of the House
have been indicated already in the criti-
cism that has been offered i, the Bank-
ing Commission. Unfortunately, they
are very good at pointing out the princi-
ples but sometimes they are very weak
in the implementation, We cap assure
you that there is no question of setting
up another Banking Commission. But
we will have some institutional device,
Mr. Das Gupta, by which many of the
malpractices to which you have made
reference we will try to go in depth about
them and try to see that they are eradi-
cateld so that whatever accounts of
profit and loss that are presented in the
accounts will be correct ones.

There is also one more aspect to which
I would like to draw your attention,
and that is the write-off of loans. In
fact, there are definita norms, and if
the norms that have been prescribed by
the Reserve Bank are followed in that
case there will be no malpractices. As
far as the write-off of debts is concern-
ed, the Reserve Bank has been requested
to sez that through various devices
that are available at their disposal, they
should be able to ensurg that writing
off of debts on flimsy grounds and
giving the advantage only to certain
vested interests is avoided, so that this
is not used as g3 cover in order to
commit fresh malpractices,

Many Members, in stead of referring to
the corruption and malpractices, have gone
into the working of the banks. Our frined
who initiated the debate challenged the
very contention that it is because of the
expansion of the banks that has taken place
on a larger scale. I have given all the facts
and figures regarding the exact investments,
advances and deposit mobilisation and how
far the banks have expanded. I do not
contest that all these malpractices have
come in because of the expansion or
growth on a very large scale. But I wonld
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difinitely say that if the expansion of the
banking system takes place and at the
same time if adequate machinery is not
provided to make the expanded industry
quite efficient and if steps are not taken
to plug all the loopholes of corruption and
malpractices, expansion leads to malprac-
tices.

SHRI GURUDAS DAS GUPTA: Is it
the problem of growth?

PROF. MADHU DANDAVATE: No.
No. Therefore, I am trying to point out
that it is not the inevitable characienstic
of growth or expansion. But these are the
distortions and aberralions that are created.
Along with expansion and growth certain
inbuilt devices are to be provided and to
the extent if we fail, there is a gap bet-
ween the expansion of the banks and re-
quirements of efficienicy as well as integrity.
We will try to see that these devices are
provided.

Some friends said—I think it was Mr.
Sen who referred to that—that sometimes
if some sort of corruption or malpractices
are detected or pointed out in the func-
tioning of certain banks and in their trans-
actions, the very people who are supposed
1o be responsible for those malpractices are
entrusted with the responsibility of in-
quiring into the malpractices. Here I would
like to point out that a multiplicity of in-
stitutions are there for detecting corruption
and malpractices. No doubt, there is a
banking vigilance machinery. There is the
vigilance machinery of the R.B.L. There
is also central vigilance machinery. In ad-
dition to that, sometimes if the Govern-
ment feels that it is necessary to entrust
the entire investigation to the C.B.I, even
that type of investigation is possible.
Therefore, we shall take proper precaution
to ensure what whenever certain corrup-
tion and malpractices are pointed out,
those cases are not entrusted to a machi-
nery with which those who are supposed
to be or alleged to be corrupt are associat-
ed. Therefore, out of these four instru-
ments that are available for inquiry, we
will try to take care of choosing the suit-
able instrument.
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It has also been pointed out that some-
times politicalisation of the entire banking
system is also responsible on the one side
for malpractices and corruption and on
the other side for eroding the efficiency of
the organisation. In this respect, some
Members referred to the appointment of
the Members ang Chiairman of the Board,
I think Mr. Morarka pointed out that one
can understand the committee consisting
of various officials including the Governor
of the Reserve Bank, the I.B. officials and
otners to make a choice and to make re-
commendations regarding the Chairman
and other Members of the Board. But why
should the non-official Board Members be
suzgested by them? I wish to make it clear
that not only the non-official members of
the Board but the official members of the
Beard can be recommended and suggested
by committees, but ultimately it is left to
the Finance Minister either to accept or
t0 reject them. Finally, we have the right
and responsibility to see that if some sort
of clique takes places or if some sort of
manipulation is there, the final right is
with the Finance Minister. We will make
wider consultations. Even the Members of
Parliament can make suggestions. They
have made ample suggestions. A large
nuimber of names have been sent by them.
‘Lhey belong to various professional classes.
They belong to various interests such as
agriculture, industry, small-scale industries
and trades and trade unions. Wd will take
note of all of them. Of course, it is always
not possible to satisfy all. For instance,
for 78 to 90 seats on the Board that have
to be filled up, 1 have received from va-
rious legislators and Members more than
3500 suggestions and they still comng.
in. The flow has not stopped. So, it wilt
not be possible to accept the suggestion of
every legislator. But we will try our best
to ensure that these suggestions are taken
note of.

There was also a suggestion by some
Members that no doubt the inputs of cer-
tain banking transactions have gone up,
but as a result of that the service charges
that have increased are disproportionate
with the inputs which have become costly.
We will try to examine this problem and
we will try to see that there is no disparity.
That also means that since the prices of
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inputs have gone up, we will have to in-
crease certain service charges and accord-
ingly we will have to take the necessary
steps. One concrete allegation has been
made, and iy opinion has been sought.
lhe question asked by some of the Mem-
bers is: Is it true that some of the officials
had dictated tha; the banks must have
a  particular  dividend declared, I
will definitely enquire into  the
matter. But it is not the intention of
the Finance Ministry to dictate to the banks
as to what should be the divident rate.
And if 1 find that any sort of distortions
have taken place, I assure the hon. Mem-
bers that they will be totally eliminated.
As far as the efficiency is concerned, there
is one more aspect to which many Mem-
bers have made the reference. I will refer
to that. For instance, while giving the
loans, it has been alleged that sometimes
there is a hiatus between the officials or
some other members of the Board and alsp
those who are seeking loans. It is also
pointed out that one section actually is
responsible for the mobilisation of deposits
and an altogether different section is able
to monopolise the credit facilities, 1 chec-
ked all this, and irrespective of the Go-
ernment, whether the past or the present,
1 find, despite this complaint, 40 per ceni
of the loans are given to the priority sector.
1t is true that still greater percentage should
be available to the priority sector. But we
will ensure that while the agriculturists,
the small scale sector, workers, peasants,
and all of them contribute a lot towards
the deposit mobilisation, we will not allow
a few rich and vested interests to mono-
polise the credit facilities, and there will
be a balance between the deposit mobilisa-
tion on the one side and also the credit
facilities on the other, and a third impor-
tant aspect is also the need-based aspect
of loans to be given because the loans
must be given to those sectors where we
will be able to have productivity activities
out of the those loans. And here let me
conclude that norms of credit-worthiness
are also required to be reformed. For in-
stance, if a poor man or an agriculturist
or a small-scale man goes to the bank and
asks for loan, the first question asked by
the banker to him is: What is vour credi-
bility, what is your credit-worthiness? And
that illiterate man gives the reply, ‘If I
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hag credit-worthiness, I would not have
come to the bank to get the loan.” There-
tore, 1 think, the time has come when the
olden traditional norms of credit-worthi-
ness must be changed. Property is a norm;
wealth is a norm; income-tax is a norm.
But, in this country where productivity
activity goes on, even the capacity of a
working man to produce more and gene-
rate better production, his capacity and
potential for production is, unfortunately,
not taken as one of the norms of credit-
worthiness, and we will try to examine
whether the capacity of the toiling masses
to generate wealth and also to produce
can be given some sort of weightage so
that they will be able to get the necessary
credit facilities. I do not want to go....

SHRI VIREN J. SHAH: Would you
refer to the suggestion about winding up
the Department of Banking in the Ministry
of Finance?

SHRI GURUDAS DAS GUPTA:
Madhuji, what about the borrowing from
the call money market and als¢ share
speculation by the Banks?

PROF. MADHU DANDAVATE: I tell
you. Both of them are aberrations and dis-
tortions. I fully agree with him, I myselt
from the Opposition has demanded that
these aberration and distortions must be
corrected, and we will try our best to see
that these distortions are eliminated, As
far as Mr. Viren Shah is concerned, he
has made a suggestion that there should
be autonomy of the banking structure, and
there is no need of the Banking Depart-
nment in the Ministry of Finance at all.

SHRI VIREN J. SHAH: Because RBI
has said it......

PROF. MADHU DANDAVATE: 1
told the House in the beginning that there
are various layers at which we function.
And if the suggestion is that we should
completely abolish the Banking Depart-
ment in the Finance Ministry, I would not
fully agree with it. There might be some
inadequacies, there might be some distor-
tions. But I do not believe in the philosophy
of throwing the baby with bath-water. And,
therefore, it is better to clean the bath-
water and give the baby a better bath
rather than throwing the baby with the
bath-water. I myself personnally find that



279 Clarifications m
relation te

[Prof, Madhy Dandavate]

in working out all these methods metho-
dically, the Banking Department definitely
acts as a bridge between the various banks.
the Reserve Bank and also the Finance
Ministry. And T do not want that parti-
cular base to be demolished. By and large,
I have accepted most of the important sug-
gestions that have been made. I tried o
be as 'iief as possible....

SHRI A. G. KULKARNI: What about
putting the nationalised banks under some
Pariiarnentary Committee like the PUC?

PROF. MADHU DANDAVATE: 1 am
coming to that. I am sorry, the most im-
portant point was missed.

SHRI SUBRAMANIAN SWAMY: What
about the abolition of the Finance Minis-
try? (Interruptions)

PROF. MADHU DANDAVATE:
Madam, { can draw from my own ex-
perience. I was a Member of the Estimates
Committee of Parliament for a long time.
1 was the convenor of the banking section
of the Estimates Committee. The Public
Accounts Committee had also done that.
I am one of those who believe that rather
than having a new Banking Commission,
if we allow more powers to the Public
Accounts Committee, the Estimates Com-
mittee—IX agree, even to the Public Under-
takings Committee and if these Committees
are able to have a greater and deeper study
of the problem—the reports of these Com-
mittees have been quoted extensively
here—that itself will be a very good pres-
sure on the working of the various bank-
ing institutions. 1 fully welcome Appasa-
heb’s suggestion. I want greater partici-
pation of these Parliamentary Committees
<o that it will be an indirect and effective
Parliamentary control over the banking
system. Thank you.

THE DEPUTY CHAIRMAN: We shall
now take up the short duration discussion
regarding the Constitution of a National
Security Council. (Interruptions)

SHRI JAGESH DESAI: Madam, what
has the Finance Minister to say about the
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news—reported observation by Mr. Anil
Shastri—that four banks were going to be
denationalised?

PROF. MADHU DANDAVATE: |
think. you have not taken note of the
contradiction that has come. I wish to
mahe it clear. It is feared that the Finance
Ministry or the Government of India is
going in for denationalisation of some ot
the banks. It is a completely baseless pro-
rosition and I assure you that whatever
has been done will not be reversed.

IiIE DEPUIY CHATRMAN: Now,
let us take up the Short-duration Discus-
tion. Shri Shiv Shanher.

SHRI VITHALRAO MADHAVRAQ
JADHAV (Muharashtra): Madam, on a
point of order. It was said that after the
Calling-Attention  Motion, the Special
Mentions wonld be taken up. Now, the
Calling-Attention is over. But you are
taking up the Short-duration Discussion. 1
would like to know, by what time the
Special Mentions would be taken up?

THE DEPUTY CHAIRMAN: We have
two hours for this discussion. According
to the List of Business, we should have
started this discussion at 4 p.m. However,
since the Finance Minister was half-way
through his speech, we thought that after
he concludes, this discussion could be
taken up. We will have two hours from
now for this, If we try to complete it
earlier, we can take up the Special Men-
tinns.

SHRI VIT[IALRAO MADHAVRAO
JADHAV: At 6 p.m., we have a statement
vhich is to be followed by the Half-an-
hour Discussion. Therefore, it is necessary
that we should know as to when the Spe-
cini Mentions would be taken up.

THE DEPUTY CHAIRMAN: We can
complete it as early as possible, with the
co-operation of all of you. Shri Shiv
Shanker please.



