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STATEMENT BY MINISTERS—contd. 

Status of Implementation of Recommendations contained in the 

Sixteenth and Nineteenth Report of Department-related 

Parliamentary Standing Committee on Coal and Steel 
 

��! ��	� (�� +�+ ��� O��) : �ह�!�, �N ��e��5�-� ��  �e�J� �� )49� �7� 
�'5 �� �-�� ह
� C  
 
 (i) �)7�� ������� ���5� 	� 8*��� ������ ���!�� *+��� ����� ��  ��5ह)� 
���)�!� �� =��D)E' ��H���"& ��  ���]J)�� �� G*+�� C  
 
 (ii) �)7�� ������� ���5� 	� 8*��� ������ ���!�� *+��� ����� ��  1J���)� 
���)�!� �� =��D)E' ��H���"& ��  ���]J)�� �� G*+�� C  

GOVERNMENT BILLS —confd 

The State Bank of India (Subsidiary Banks Laws) Amendment 
Bill, 2007 

THE MINISTER OF STATE IN THE MINISTRY OF FINANCE (SHRI 

PAWAN KUMAR BANSAL): Sir, I move: 

"That the Bill further to amend the State Bank of Saurashtra Act, 1950, 

the State Bank of Hyderabad Act, 1956 and the State Bank of India 

(Subsidiary Banks) Act, 1959, as passed by Lok Sabha, be taken into 

consideration." 

Mr. Deputy Chairman, Sir, with the introduction of the new capital 

adequacy framework (Basel II) all the banks, including subsidary banks of the 

State Bank of India, may be required to increase their capital base to meet 

minimum requirements. This will improve their international credibility since 

banks in many countries are also in the process of adopting these standards. 

To enable the subsidiary banks to raise resources from the market, to meet 

minimum capital requirement under Basel II and to expand its business, to 

comply with guidelines of the SEBI and Depositories Act, to remove restrictive 

provisions of the State Bank of India (Subsidiary Banks) 
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Act, to facilitate more public participation in the shareholding and to make 

other necessary changes, such as, 'fit and proper' criteria for elected 

Directors, adoption of balance sheet in the AGM, increasing the number of 

elected Directors, etc., the State Bank of India (Subsidiary Banks Laws) 

Amendment Bill, 2006 was introduced in the Lok Sabha on 22nd May, 2006. 

The Bill has been passed by Lok Sabha on 113th May, 2007. 

With these words, I commend that the State Bank of India (Subsidiary 

Banks Laws) Amendment Bill, 2007, as passed by Lok Sabha, be taken into 

consideration by this august House. 

The question was proposed. 

�� ������ ,���� (��:*+��) : 1��7���� �ह�!�, !� *'�' �N� oH 8��>�� 
(�G0�>��) �N� 5( =��>��' ��5, 2007 :� �!� �� �)c ���� :� �� �*�2� ���� ह  1���  �
57
� 
1��f�& ��  �)��� �� ��F ���$ �ह� ह  C 5���� �f� �ह 1m�� हN �� :� 1��f� ��^� ���� 
�� �56 �!� 1m�6 :��� ह  =n\� ह��� ��  ��):
! �
�� ��& �ह� ह��� C [: 8� ��5 ��  ��k�� �� 
6�0��0[F0 ��  :� �G0�>� �N�� हN, 1���  ���3�5��& �� )�Gk! ��  �56, 1���  j������ �2��� 
���� ��  �56 �2 \ �2g�) ��  S� �� 	� �2 \ ��5 �� ����� �� =��� =����� ��^� ���� ��ह� ह , 
8��� �2g� ��F [�Gc �ह� ह  C 5���� �f� �ह [�� ह  �� �:� )4 ��"�5�8:�"� ह��� ��  ��! 
�ह2� )?@ �� �(���(5� ह��� ��  ���$ �*'�� �� �D)� �� 5��� 6>����*l�"� oH �N� �� 
<�� ह�5� -��� +� �:��� )$3� ���� 8� ��� 1��� �ह� ह��� C 5���� =� 1!�����$ ��  
!
� �� �N <�� ��g�� ह
� �� �ह 1��� ह� ह  �� ह���� ��"�5�8A> �N� *'�' �N� oH 8��>�� 
6�� o'��(�� ��^� ���, 8� ���� �� 9�)*+� 6>����*l��')5� ���6� 	� �:��� )� �� ��'5 
���� ' �� =J� ��8)�' �N�& ��  ��+ ��k!] �� ���  	� 1���  ��+ �2���5� �� -X� ह� ���  C 
8��56 8Jह&�� :� �*��) �!�� ह  *'�' �N� oH 8��>�� ��  �G0�>� �N� �� �2 \ �2��� 5��� ��  
�56 	� 1���  �� ��'5 �� �j��� ��  �56 1��7���� �ह�!�, ��&�� �ह ��5 o5��>� *'��>� 
���'� o� H�8��� �� �>*�� ह� �2�� ह  	� 8� �� �)"�? S� �� )ह�� �� ��] �� �F ह  5���� 
)ह�� 6� �>��'� ��' +�  ���� �:
�!�� :� �� C �2g� ��5
� �ह� �� ��0��06�0 �� 5��' 
��'�: 1� �>��' ��' ��  ��+ ��� 9�)ह�� ���� )�5� हN, )� ��+3� ����� �� �)��� ����� 8��� 
�� )� :���, 5���� 1��7���� �ह�!�, �N !�-��� ���� [���  ����� �*�2� ���� ��ह�� ह
� C =7� 
�N �ह5� �f� �
\ 5��� ह
� , 1���  ��! =��� ���� [���  ����� �-
��� C ���� �2 \ �f� हN, �:���  
���� �� =��%� ह  �� �)c ���� �ह�!� =��� :)�� ��  ���, 8� ���& �� 1c� =)f� !��� C My 

first question is this. Will the shares of these subsidiary banks be traded 
freely? Secondly, I want to know whether Flls will be 
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allowed to purchase shares. Thirdly, will the money, received through IPOs, be 
invested in insurance business or in industrial sector or in any such SSI or tiny 
sector? Fourthly, will the SBIs holding be reduced to 51 per cent, i.e., by about 
four per cent shares? They are holding, at the moment, 55 per cent, and it will 
be reduced to 51 per cent. I think, by reducing this four per cent shares, they 
will get huge money. I do not know how much money the finance Minister will 
get through disinvestment of these four per cent shares. I would like to know 
how much money they are expecting by way of this offloading four per cent 
shares. Sir, I would like to know whether by this sort of offloading of the shares 
of the State Bank of India from these subsidiary banks, the money will be 
invested in infrastructure sector or it will be invested in commercially :� 
�����H�'> *'�'� हN, 1���  =�!� 8J)�*'��' ����� �� 8J±�*l��� �� 8J)�*'��' ����� C  
 

 1��7���� �ह�!�, �N�� �ह �f� 8��56 1m��� �� =7� �2 \ �!� �ह5� *)�� �)c 
���� :� �� �N�� �� �X� �p� "0!& �� �ह ��� �ह� ह  �� [���  ��� �:��� H� >� 8J)�*'��' ��  
�56 <)�5��5 ह��� ह  	� 1Jह&�� *�E' S� �� �ह� ह ,"We have impressed upon them, 

that is, on the banks, that they would have to rebalance their portfolios so that 

adequate credit is available to productive sectors." 

1��7���� :�, �N�� �ह ��� 8��56 �ह� �� �N�� ��  ��� � �� ��H� 1�50� �ह� 
	� �N�� ��  ��� �� ��� �ह� �ह�, 5���� 8��� �����'�x,:� 1��f� +� ��"�5�8:�"� ���� 
)4 �� �N�� =��� �����:� %�� ��, �����:� 1/+�� ��  �56, ���� 	� [� [!�� ��  1/+�� 
��  �56, #���$ �)��� ��  �56 =��� ����& �� �� 1��� -�3 ����� �� 8J)�*'��' ����� �� 1��� 
����� ��  �56 ��:��'� 6�6�[F � �'� ��  ��k�� �� �� '���� � �'� ��  ��k�� �� �� 
#������ ��  ��k�� �� :� �2g�) [����, 1��� =��� 8J)�*'��' �����, <�� 6� 1��f� ��'� �
� 
�� �N�� �� �� ���� ��� +� C 5���� �2g� =H��� 8� ��� �� ह  �� �ह 1��f� ��^� �ह� ���� 
:� ���, ��&�� *)�� �)c ���� �ह�!� �� � �� �� =7� �2 \ �!� �ह5� :� �e��5� ह2[, 1��� 
�X� ��H "0!& �� �ह ��� *)���� �� ह , �N 8��� ��' �� �ह� ह
�, "While credit to 

commercial real estate sector saw 59 per cent increase from Rs. 25,429/- 
crores, a&on March 2006, to Rs. 40,270 crores, as on March, 2007." 

1��7���� �ह�!�, 8��� ��H-��H ��5� ह  �� �N�� ���5 6*'�' ��:��� �� 
�5� ��� ह  	� 1Jह&�� 8� ��� �� k��� �ह� �!�� �� ���� [!�� �� ह�1��� ��  �56 	� 
\�'� 8�>*l� �� � �� !��� ��  �56, 1���  ��� ����& �� [7�) ह� :��� ह , 5���� 1Jह&�� 59 
����' #�+ ��' 	� =��� 	� 8� � �'� �� �� ह , �:��� [)f���� �ह� ह  C 8�� ���$ �)c 
���� 
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:� �� �ह2� �m�� "0!& �� =��� �N�� �� ����)�� !��� �>� �� <�� 9�)*+� �� �����, <�� 
9�)*+� �� ������ C �ह '�>��� m�� �ह� ह , �ह '�>��� !�" ��  8� ���� ²��& �� <�� :�ह �� 5� 
:��� >�5 �ह� ह  �:���  ���$ ���� ²��, ���� H� >� �हZ �2 \ ह�+& �� ���'�� �ह :����� C 
<�� ह2[ ह , 8�� ���$ [: 8� =)�� ��, �N [���  ����� �ह ��� �ह �ह� ह
� C 1��7���� 
�ह�!�, =�� 8� ���& �� ��"�5�8A> �N�� k��� �ह� !���, �� [� Y��� �:��� �G05� �� 
[F��Kx ��  ��H3 � 8�³� ���� ��ह� �� "��� ह�´`>� �� �>�8J)�*'��' ����  , 1��� [� 
[!�� �� H��!� ��`�2 5 ��H �
� �� ह��� !�-�� �� ��5�� ह  �� �ह� ह��� C 8��56 �N �H� �� 
8���*' ���� ��ह�� ह
� �� �)c ���� �ह�!� 8� ��� �� :)�� !� �� �:��� 7� � �� � �� �� ��^� 
ह��� ह , ���� 7� ���� ��  [F��Kx ��  ��k�� �� �� ²��& ��, ��� )� 1��� 1���� 
8J±�*l��� >�)5���' ��, #���$ %�� �� �)��� ��  %�� �� ����� 	� ��� )� 1� � �� �� 1���� 
#���$ %��& ��  =�!� ��x��� 1�50� ����� �� ����� �� �N�� 8�� ���� �� =��� ���� ²��& �� 
���� 6� ���'� �� 5���� �5� :�6��� 	� 1���  ���$ ���� � �� �2 \ ह�+& �� ����� ह� :�6��? 
8��56 �N -���
� �� 8� �f� �� [���  ����� �- �ह� ह
� C �ह�!�, ह���� �)c ���� :� �� :� 
=��� o0:��'� घ��?� ��6 ह , 1��� 1Jह&�� �ह� ह  to increase the number of elected 
Directors in these Banks. ��,�N [���  k��� �� 5��� ��ह�� ह
� – �)c ���� :� �� 1��f� ��� ह , 
)ह �N ��g �ह� �� �ह� ��&�� =7� �2 \ �!� �ह5� ह� =-���� �� 6� �
�� [�� +�, � �& �� 
>�����'�3  =^)�8�' ��6 �6 +� C )ह �>� 5e�� �
�� +� C 1��� !�-�� !2���� ��  5��� �� 
[f��3 ह2[ �� 8��� ��p�� �� �N�& ��, ��"�5�8A> �N�& �� >�����'�3 =^)�8�' ��6 �6 हN C 
=�� 1� �
�� �� ��F �X� k��� �� �j� �� <�� 5���� �� ���& 1��� ���#�����$ ���� ��� ह  C 
���#�� �� ह� \�'�-�X� 9�G4, ���� �� 1����� – ���� 1� �N�& �� >�����'� ��� �!�� ��� 
ह , �� >�����'�3 ह� �6 ह  C��� �)c ���� :� 8�� ���� �� =����� 8� �N�& �� !��� ��ह�� हN? 
[�-� �हZ ��F _�8'����� ह��� ���ह6 C �ह�!�, �N�& ��  =�!� >�����'�3 =^)�8�' ���� ��  
�56 ��F ��H� f�`� ह&, ��F ���� 9�G4 ह&, �H� )� ��ह� ���#�� �� ह�, 1��� ��F [�Gc �ह� ह� 
���� 5���� �:� ���� �� =^)�8�'��'� ��6 �6 ह , 1��� 9��p�� ���� ���� �56 �X� �2Gf�5 
ह  ��&�� �N ��g�� ह
� �� 8� ���� �� 9�)ह�� 6����G�'> �ह� +� �� � �& �� ह� ���#�����$ 
�� !� �� �(�5�'�5�8:�"� �� !� – )ह 1��� �ह� ह  C �N [��� ��+3�� ���� ��ह�� ह
� �� 
8���  ���� �� 7� [� =��� *�E'���$ !� C �ह�!�, �N !� ���� 	� �ह
���, 1���  ��! �N =��� ��� 
�� ���^� �S� �� C =7� ��� �� ह���� �!� �� 7� ��] ह� �2�� ह  	� �ह �X� [f��3 �� ��� ह  
�� �N�� ��, �2 \ ��8)�' �N�& �� �ह �ह� ह  �� 6>)��� '� 	� 6���x �� )� H�8��� �ह� ����� C 
�2g� ��g �� �ह� [��-�)c ���� :� 7� 	� ��A� ���� :� 7� �ह�� � m�  ह , [� 7� �(�5�'�� �� ह  
	� ���x��� �� 7� ह , �N 7� ���x��� �� ह
� – ��� �(�5�'�"�� ���� ��� ह� ���? ��� 
�(�5�'�"��  
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�� �N� � �� �ह� !���? ��� �(�5�'�"��� ��  ��� � � 5�� !���? �ह �ह�� �� ���
� ह ? 
�(�5�'�"�� ��� ���� > #�> �� ������ ह� :�6��? ��� �(�5�'"� �� [� 8��� �!�� ����� 
ह  �� 1��� _� >����5'� 8��� -��� ह ? ��� 6>)��� '� :� �ह2� =n\� 	� �e����� 9�)��� 
ह , ��� [� 1���  ��+ 8� ���� �� 9�)ह�� �����? �N �ह�� ��ह�� ह
� �� �)c ���� :� �� 8� 
��� �� *�E' घ�?$� ���� ���ह6 �� ��ह� ��F ��8)�' �N� ह�, ��ह� �G05� ���'� �� �N� ह�, 
1��� 8� ���� �� 9�)ह�� 6>)��� '� ��  ��+ �� 6���x ��  ��+ ���� �� ��F =����� �ह� 
ह  C 8� !�" ��  =�!� ह� ������ ���� ह  	� ह� ������ �� )ह =����� ��^� ह  :� ���� 7� 
\�'� �� �X� 9�G4 �� ह  C �ह :� !29�3)ह�� �ह :� =�2��� 	� =����:�� 9�)ह�� ���� ��� 
ह , �N ��g�� ह
� �� �)c ���� :� 8��� 1c� =)f� !��� C �ह�!�, ��� �� ह��� �ह2� �� ��]6� 
�2�� +� �� 6�6�[F ���'� �� � �� ��5�� ���ह6 C 6�6�[F ���'� 8� !�" �� �X� 
�e����� 	����� %�� ह  C �ह�!�, 45 ���"� oH 6����'3 oH 8��>��, 6�6�[F ���'� �� 
:��� ह , '�8�� ���'� �� :��� ह  	� [: ह�� !�-�� �� ��5�� ह  �� ह���� �� ���� �N��, :� 
��"��5�8A> ��6 �6 +�, 1� �7� �N�& �� <'�'�
> �ह ह� ��� ह  �� :ह�� A��!� �H� ��5�� 
ह , :ह�� �� A��!� � �� ��5�� ह , )ह�� �� 8J)�*'��' ���� ह , 5���� :ह��  �����:� 1/+�� �� 
[)f���� ह , :ह�� �����:� ������ ���� �� [)f���� ह  )ह�� �� �� �N� � �� !��� �� ������ 
5�� ह  	� 8� ���'�3 ��  ��� �X� [D+� ��g 	� [D+� ���' -X� ह� ��� ह  C �N �)c ���� 
:� �� �ह�� ��ह
��� �� 6�06�0[F0 � �'� �� ���� 7� S� �� ह��� � ह��� !�, �ह ह���� !�" 
�� ��x��� 1�50� ����� �� �ह2� �X� ���� ह  	� �ह2� �X� ���� ह��� ��  ���$ 8���  ��� 
[�� � [6, �ह �N �)c ���� :� �� ��)�!� ���� ��ह
��� C  
 

 1��7���� �ह�!�, ���� =���� �)?� ह , =7� �2 \ �!�& �ह5� ह� �:' �-� ��� C 
�:' �� �ह� ��� �� 6#��`��5 #�+ �ह2� �� ह� �F, ���� 2 ����' ��  [� ��� ह  C �ह�!�, 
�ह 2 ����' ��& ह2F? ��&�� 6#��`��5 � �'� �� �N�� �� � �� !��� ��! �� �!��, 5�� !��� ��!  
�� �!�� 	� 8�� ���$ �����& �� [/�ह/��6� �j�, 8�� ���$ �����& �� =�2�)��6� �j�, 
8�� ���$ 1��� ���� ��, -�! �� 	� ��� �� ��:5� �� ��G^� �ह� ह� ��F 	�  1�� ):ह 
�� 8� !�" �� 7
�� �� 1/��!� �� ह2[ 	� 1���  ���$ [: ���� !�" �� ह�ह���� ��� ह2[ ह  C 
[: ह� �ह���F �� �*� ह , �ह���F �� ���"�� हN 	� ��& ���"�� ह ? ��&�� ह���� 6#��`��5 
#�+ =�� ��� 	� [m ����' ह���, :� �ह5� 6�-!� ��� �ह� ह , =�� ) �� ह���� #�+ �ह��, 
�� "��! ह�� =��: 8e��'3 �ह� ���� �X��, "2�� ह�� 8e��'3 �ह� ���� �X�� , =��� -��� ��  
�56 ह� !
��� !�"& �� [� � �ह� ह���, 5���� �ह �5� �����& �� ���$�� ह , �N�& �� �ह 
�5� 9�)*+� �� ���$�� ह  �� 1Jह&�� ����& �� ��� �� � ��, ��� �� ¥$ 1�50� �ह� 
����� 	� 1�� ��  ���$��*)S� ह���� 1/��!� घ' ��� 	� #�+ ��' 2 ����' ��  [���� �ह 
��� C 
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�ह�!�, �)c ���� :� *)�� ����� ह  C ���� ���� :� �� =7� !� �!� �ह5� 7� �N�& ��  
=�������& ��  ����� �ह ��� �ह� �� =�� !�" �� �)��� ���� ह , �� #���$ %�� �� � �� 
1�50� ����� :��� ���ह6, #���$ %�� ��  5��& �� ¥$ 8/���! 1�50� ����� ��ह6 	� �� 
0��: �� ����� ���ह6 C �ह�!�, ���� �>� tragedy �ह ह , [��� =�� !�-� ह�, ��&�� *'�' 
�N� oH 8��>�� �� ��] ह , �N �N�& �� ��� �ह� �� �ह� ह
�, *'�' �N� oH 8��>�� �� ��\5� ��� 
�� ����ह� �� :� 1��� ��x`' [�� ह , 1��� 1Jह&�� �ह2� =n\� �(�H' �!-��� ह  C �2g� =7� 
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A��!� ��' oH 8�'��*' 5���� ह ? ह�1��� 5�� ��  �56, ���� =J� 5�� ��  �56 �� =J� ���� 
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�2g� �X� =H��� ह  �� ����� �� 8� ���& �� k��� �ह� �!�� 	� 1���  ���$��*)S� ह���� 
!�" �� :� ����� �� �)*��� ह��� :� �ह� ह  	� �:� ���� �� �ह���F ��  ���$ =����? � !� 
ह��� :� �ह� ह , �:���  ���$ �� �? %�� �� �ह2� �X� [घ�� 5�� ह , �N ��g�� ह
� �� �)c ���� 
�ह�!� 8� ���& �� :S� �)��� ����� C 8JहZ "0!& ��  ��+ �N [��� �ह2� �J�)�! !��� ह
� �� 
[��� �2g� ��5�� �� �
�� �!�� C 
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PROF. P.J. KURIEN (Kerala): Sir, at the outset, I would like to say that I 

support the Bill. As mentioned in the Statement of Objects and Reasons, the 

SBI Act of 1959 had imposed certain restrictions on the shareholders of the 

subsidiaries of the SB! and other banks such as the Bank of Saurashtra, the 

Bank of Hyderabad, etc. It is necessary to remove these restrictions, in the 

General Body Meeting, the shareholders themselves had demanded that 

these restrictions should be removed. These restrictions are also mentioned in 

the Statement of Objects and Reasons and so, I don't want to repeat them. 

This Bill has bean brought about to do away with these restrictions and I 

welcome this Bili. 

Sir, as per the basai record of capital adequacy which we had adopted in 

1992—that has been revised and new basal adequacy norms have been 

introduced in 2004—we also need to bring our banks to international 

standards. Therefore, these amendments are needed, the capital base of 

banks need to be increased. That is needed to maintain the international 

credibility of the banks. Therefore, this Bill was necessary and is a welcome 

measure. 

Having said that about the Bill, I would like to make some points and a few 

suggestions to the hon. Minister. The other dcty, the hon. Finance Minister, in 

reply to a question on NPAs, had said that NPAs were coming down. Now, we 

know that when a poor, ordinary man takes a loan of one lakh rupees or 

50,000 rupees, and when he is not able to pay it back, the banks go after him 

and thus, force him to commit suicide. Farmers commit suicide because banks 

are after them for repayment of a small amount, but big sharks with crores and 

crores of rupees are not paying and that is why NPAs get accumulated, if we 

look into the NPAs, we find that these are caused by big industrialists. I 

appreciate the efforts made by the Government to bring down NPAs. The 

Finance Minister has said that NPAs are coming down. But, I would like to say 

that lots of funds are locked up in NPAs and there should be a slightly liberal 

approach towards one-time-settlement. I understand that there are some 

guidelines for one-time settlement. But, I can say it with some experience that 

sometimes banks become more strict when people who have borrowed a few 

lakhs of rupees approach them with a proposal for one-time-settlement. The 

banks want to extract the maximum out of them and have even the last pound 

of flesh. ! think this kind of approach towards one-time settlement is not in the 

interest either of the banks or the entrepreneurs or parties concerned. The 
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banking system itself needs to be improved upon by reducing the NPAs and 

making use of the huge amount of money that is locked up and lying unused. I 

think the one time settlement system should be revisited, reviewed and made 

more liberal; so that the banks could gain more funds from people who have 

not repaid the money. The NPAs could be reduced this way. 

Sir, the other point that I would like to suggest relates to the credit deposit 

ratio. Banks talk about deposits and advances for a loan. But if a State-wise 

and district-wise study of the credit deposit ratio is made, you would find that 

there is an imbalance. There are some States where the credit deposit ratio is 

very high and there are some States where it is very Sow. Bihar or in under-

developed areas the Credit Deposit Ratio is very low. Banks should now make 

special efforts to lend money there. Then industries will come up and people 

there will be benefited. Banks should take liberal attitude in those areas. Even 

in my district or area, there are a lot of gulf remittances. So, even; bank is 

there. In one village, there are 19 branches of nationalised banks and ail of 

them are squeezing money and they are collecting deposits. But when we 

approach for loans, attitude of bank is very, very negative. So, this Credit 

Deposit Ratio should be studied State-wise and district-wise and the 

Government should do something to correct the imbalance in the Credit 

Deposit Ratio. It is needed for even development and correcting the regional 

imbalances with regard to industry and agriculture. Another point which I want 

to make, which has already been made by my friend on the other side, is 

regarding SSi sector. Even after this liberalisation and globalisation and all 

that, our SSI sector is contributing in a large way to employment generation 

and also for earning foreign exchange. Quite a good percentage of our export 

in industrial products is from the SSI sector. But when it comes to helping 

them, at least I know, adequate thrust is not given. SSI sector is India's special 

sector. If investment in medium and large industries generate certain amount 

of employment, SSI sector generates ten times more employment. It is only 

the SSI sector •which can give some sort of improvement and impetus to our 

rural sector in rural areas. But adequate thrust is not given. I don't know 

whether banks have special policy to help the SS! sector, but I think, it is not 

enough. Banks should devise special policy and the SSI sector should be 

given !o3ns at reduced rate. With regard to technological assistance and other 

assistance to the SSI sector I don't want to say anything here. But, in any 

case, if the SSI sector is given the same treatment that we are giving 
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today, it will not be in the interests of the nation. With regard to the agriculture 

credit, I would like to say that ordinary farmers, small and marginal farmers get 

loan at 7 per cent interest rate. But, Sir, I don't know to what extent it is 

available. According to statistics, it is available. But who can pay the 7 per 

cent interest rate? Why is the growth rate in agriculture 2 per cent? I think, it is 

less than 2 per cent. We reduce the interest rate of agriculture loan, especially 

for small and marginal farmers, at least, to 4 per cent. At the ground level, they 

should get loan at 4 per cent. Where is the fund from? While the Finance 

Minister was replying on the Budget, so many hen. Members raised this issue 

that the interest rate for agriculture sector should be reduced. Then he was 

talking about economics and all that. But I read the other day that the State 

Bank of India made profit. Where is this profit from? All the banks are making 

huge profits. Where is this profit from? It is generated from within from the 

loans taken by people. So, there are adequate funds in the banks itself to help 

these poor farmers. No need of budgetary support. There is no need of 

budgetary support. Without any budgetary support, they can reduce the 

interest rate for farmers, at least, for small and marginal farmers having five 

hectares of land or less to, at least, 4 per cent. That is not being done by the 

Government. Lot of concessions are given to other sectors. I am not criticising 

that. But, when it comes to agricultural sector, real economy is practised by 

the Finance Ministry. Let us practise economy in every sector, and not only in 

agricultural sector. So, I would request the hon. Finance Minister to consider 

this matter. At least, by next year, please, reduce the interest on agricultural 

credit to four per cent, so that the agricultural sector may also show some 

growth. Now, our economy's growth rate is above 8 per cent, but the growth 

rate of agricultural sector has declined to two per cent. That means, it is a 

totally imbalanced growth. Rural sector and villages .are going backwards 

while certain other sectors, urban and industrial sector, are witnessing good 

growth. Therefore, I request the hon. Minister to please rectify this anomaly. 

Then, I would like to mention about educational loans. I am speaking this 

from my personal experience because some people approached me in this 

regard. In Kerala, everyone—he may be an agricultural worker or a tree-

climber—wants to send his children to school for education ...(Interruptions)... 

It is not a question of literacy, especially for girl child. In Kerala, no girl child is 

denied education. No parent will prevent their girl child from going to school In 

fact, they will encourage her to go to school 
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and study. Also, there is no preference for boys there, and there is no female 

foeticide. In many places, number of girls is more as compared to boys. Every 

person, however poor he may be, whether he is downtrodden, Scheduled 

Caste, or, Scheduled Tribe, wants to educate his children. But, when they 

approach the bank for educational loan, the Bank Manager teiis them that how 

can he give loan if there is no surety. He tells the student whose father is a 

tree-climber or an agricultural labourer. So, where is the income? So, he says 

that he can not give the loan. Once I myself telephoned and asked the 

manager, "What is this? The Finance Ministry says that loans are available 

and you are talking like this." Then he told me that there was personal risk. If 

he gives the loan without any surety, then, if that loan was not repaid, a 

personal risk was there. Therefore, the loan was not given. So, I would 

request the hon. Minister to make more liberal provisions with regard to 

education loan so that all meritorious students, irrespective of their income, 

can get loan, it should be done that way. I do not know whether there is any 

personal risk on the part of Bank Manager in giving the loan, but if it is there, 

that aspect should be reviewed. Why should they have any personal risk 

because they are just implementing the policy of the Government? 

Another thing I would like to mention is about co-operative banks. I do not 

know whether the Government has received representation or not; I have 

received a representation from some of the co-operative bank officers who 

met me a couple of months back. They asked me to represent their case 

before the Finance Minister with regard to the income-tax on the profit of co-

operaive banks. There are lot of representations in this regard, and! hope that 

they must have reached the Finance Ministry also. I do not know whether the 

Finance Ministry has responded to it favourably or not. If not, I believe that it is 

a reasonable demand because co-operative banks are no commercial banks 

where you make profit. Co-operative banks are ordinary people's banks where 

common people purchase shares and they become members. So, banks are 

owned by the common people. Actually, they are not commercial banks. They 

are no for business. Their name itself is service cooperative banks, or, urban 

service cooperative banks. So, it is for service. How can the income from them 

be taxed? How can income tax be imposed on their income? As a matter of 

principle, I object and oppose it. It should not be done. It is a wrong policy. It is 

a wrong message that you are sending. Therefore, I request the hon. Minister 

and 

407 



RAJYA SABHA [17 May, 2007] 

appeal to him to remove the tax on the income of the cooperative banks, if it 

has not already been removed. This is also an indirect tax that is imposed on 

agriculturists and farmers. On principle, I oppose it. There are very few 

cooperative banks that make some good profits. In my District, there is a 

cooperative bank, namely, Thiruvalla East Cooperative Bank, an urban 

cooperative bank, perhaps one of the biggest cooperative banks in Kerala, 

which makes a profit of a few lakhs of rupees, and, on that profit, income tax 

is imposed. This is not good economics. This is bad economics. Therefore, 

please help the cooperative sector. Don't try to squeeze the cooperaive 

sector. 

With these suggestions, once again, I say that this a good Bill and I support 

it. Thank you. 

�� P@81
6� &3���� (1c� �!�") : 1��7���� �ह�!�, �ह :� ��"��� �)���� 5��� ��� 
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��J�)�, �N �ह�� ��ह�� ह
� �� [: 7� :��� ��  =�!� � – �2���5� ��:� �N�& ��  ��)3:��� 

�N�& ��  ��� A��!� �)f)�� ह  C �ह�!�, �� �� �>� ��� �ह ह  �� ��:� �N�& �� �� �? ��  ���� ��, 
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 �ह�!�, [: !�" ��  =�!� ���� 30 ह:�� �N� "�-�6� हN C ��+ ह� =��� !�" �� �
�� 
[��!� �� ���� 5 �
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�
�:� ह , 1��� ���]� ��� �� [�� !��� ���ह6 ���� ह���� �N�& �� :� � ��'5 ��� ह , )ह ��� �ह� 
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���� ह
 �, the report says, "Rather it enhances the vulnerability of the financial 
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and capitai flows�ह :� ��ह�� �)!�"� � �� �� ...(��� (� घ���)...FDIs �� 	� FIIs �� :� 
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��`�2 5 �ह� ह  	� : �� �� ���� �)"�?¦& �� 7� ��� ह  �� ह� �5� �!"� �� ��H :� �ह� ह  C 
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SHRI TAPANI KUMAR SEN (West Bengal): Sir, I rise to express my 

serious concern and apprehensions on some of the provisions of the 

proposed Bill, and I strongly record my opposition to at least one provision of 

the Amendment Bill on which I have already moved an amendment. 

At the outset, I would like to be educated at least on one aspect of the 

present Act. Will the hon. Minister explain this? As per the present Act 

whether the Government is empowered to dilute the State Bank of India equity 

in the subsidiary banks below 51 per cent. Just assume that this Bill is not in 

place. As per the present dispensation, whether the Government is 

empowered to dilute its share below 51 per cent. And can it be reduced to 33 

per cent further? If that be so, then the present Amendment Bill definitely 

improves the position by putting a cap of 51 per cent on the dilution of SBI 

equity in its subsidiary banks. But if that is not, and I understand that is the 

actual position, then by this Amendment bill, the Government is deciding or 

enabling itself to further dilute the SBI or the Government holding in the 

subsidiary banks and initiating a process of divestment. I am opposed to such 

dilution of Government equity or SBI equity, and in the instant case, in the 

subsidiary banks of State Bank of 
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India. For that matter, I oppose such dilution of Government equity in all 

public sector units in the country. I insist on the hon. Minister to accept my 

proposed amendment in the Bill. Sir, the present Bill is aimed at making the 

State Bank of India and its subsidiaries Basel-ll norm compliant. 

Now, here, I have heard the agonies and anxieties expressed over the 

regular decline in the priority sector lending, agicultural lending and so on and 

so forth. It was also pointed out that some Rs. 2,00,000 crore reserve is pilling 

up in the banks, but, still agriculture, small-scale industries, tiny sectors, etc. 

are not getting loans and whenever they are getting loans, they are getting 

loans at a higher rate of interest. But, at the same time, we are talking about 

Basel-ll norms also. My only submission is, please lament either way. On both 

these issues, you can't lament together. We welcome the Basel-ll norms in 

Indian banking and, at the same time, lament on the fact that our agriculture 

is not getting enough assistance. These two things cannot go together. You 

have to lament either way. Why Basel-ll? Initially, the Basel-I norm came and 

then Basel-ll came in 2004. It provokes the banking system to shy away from 

lending to those sectors which give you less returns and which entails more 

risk, that is, there may be a failure or default. If there is crop failure, 

agricultural loans go to risk. So, simultaneously, the whole norm from Basel-I 

to Basel-ll and onwards is tightening the grip of the parameter to provike the 

entire banking and the financial systems to shy away from the directed and 

priority sector lending. Well, that norm may be good in highly advanced and 

industrial countries where the social balance is altogether different. But in a 

developing country like ours, I think, that norm is doing more a disservice than 

service because in our country when you see the banking system, it is not just 

an institution for commercial lending, it is expected to do something more and 

precisely with that kind of sense of perception, it was nationalised in 1970. 

With that kind of sense of priority, it was nationalised in 1970 and that the 

bank, beyond becoming a commercial lender, should also be an instrument of 

ail-round growth—and mind it, the growth in the pattern of a horizontal 

expansion of the economy—embracing the agricultural sector, embracing tne 

small and tiny sector where the majority of our population survives. So, again, 

I repeat, you cannot lament on both the issues. You have to choose oniy one. 

In that event, I insist that the figure of priority sector lending was very low prior 

to nationalisation, came up to 18 per cent post-nationalisation, but again 

started dipping when we started adapting 
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neoliberal economic policy trajectory after 1990 and particularly in the 

agricultural and rural sectors, in real terms, we are yet to come out of that 

declining trend although we are making all the efforts. But even the number of 

accounts of agri-advances has gone down by the end of 2004. Thereafter, on 

some focussed initiatives, it has increased, to some extent but the overall 

trend is a trend of shying away from the priority sector, agricultural sector, 

small-scale and tiny sectors. And I think, this is closely linked to the blind 

pursuit of Basel norms in assigning risk weights to the particular lending, to 

the particular section of borrowers, and accordingly, the defined capital 

adequacy in respect of lendings and borrowings of different rates. For the 

unrated and under-rated borrowers, your risk is high. You have to apportion a 

bigger amount of capital separately in the name of good financial health of the 

whole banking system. We require a good health. At the same time, we 

require a healthy man to serve the society, in general So, in that event, I insist 

that there is room for lot of improvisations instead of blindly pursuing Basel 

system It is not only an occasion to rise to speak on the Bill, but, I think, also 

an occasion to seriously ponder over whether we should follow it blindly or 

whether we should evolve norms keeping in view those parameters, 

particularly, in the light of the specific situation prevailing in our country and fit 

those norms into our standards and requirements. Again I repeat that banks 

are not merely for commercial lending, but they are an instrument of growth 

when we consider the role of public sector banks. So, I request the hon. 

Finance Minister to seriously ponder over this aspect 

Another point is that in our case'where we are trying to put these 

parameters. Is it a compulsion for us? I understand that the compulsion of 

following the Basel norms—if I am wrong, I may be corrected—depends on 

our presence in the international banking business. Now we are dealing with 

the State Bank of India. So far as my knowledge goes the State Bank of 

India's presence in the international banking business is as you know, hardly 

6-7 per cent. The RBI has a view that if you have, at least, 20 per cent 

presence in the international banking business, Basel-il is a must for you. That 

is the view taken by the RBI. I don't know how far it is correct. I read it in the 

pink newspapers. So, I may be corrected if I am wrong. I have not checked 

the relevant document. If that is so, with only six per cent presence in the 

international banking business, it is not a 
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compulsion. Just like the WTO compatibility, following these norms, is strictly 

not a compulsion for our banking system when we are mostly operating within 

our country and there is enough room in our country to make the banking 

system accessible to our hundred crores of people. So, my request is that this 

aspect should also be reviewed. 

My last point is that the Bill proposes to increase the capital of the 

subsidiary banks to R. 500 crores. My question is: How? If the country's 

banking system or the Government is going to pump that much money to 

arrive at Rs. 500 crores, well, it is a welcome step. (Time bell)... I am just 

concluding. But if it is by selling the bank's equity to private hands, definitely I 

object to it. I see it as a beginning of the process of privatisation. I may not be 

privatisation now. But it will make you to go two steps forward towards that 

goal. We can't agree to such kind of an enabling provision and I reiterate my 

oppositon to such provisions and I reiterate the amendment that I have 

already submitted. Thank you. 

SHRI SYED AZEEZ PASHA (Andhra Pradesh): Thank you, Mr. Vice-

Chairman, Sir, for giving me this opportunity. I rise here to support the State 

Bank of India (Subsidiary Banks Laws) Amendment Bill, 2006, of course, with 

certain reservations. It is a matter of great regret that we are reducing the 

capital in certain subsidiaries. What we are seeing is that the Government is 

reducing its capital from 55 per cent to 51 per cent, whereas the private capital 

is getting increased from 45 per cent to 49 per cent. It clearly shows that the 

Government is going towards privatisation. So, this is not a healthy sign for 

our country where public sector banks are performing really very well. If you 

look at the rural areas, it is the public sector banks which, through their 

branches, are doing a very good service, whereas the Government is 

concentrating on micro finance institutions which are not bothered in serving 

rural areas. Though the banks are supposed to give 18 per cent agricultural 

credit, they are hardly giving 14 per cent. So, it is not a healthy sign. 

Secondly, the Swaminathan Commission, after seeing the agrarian crisis 

and farmers' distress, has mentioned that the interest rates should be reduced 

to four per cent. Anyhow, the Finance Minister has reduced it up to 7 percent. 

If they are really concerned about farmers, I don't think there should be any 

problem in reducing the rate of interest to 4 per cent. Sir, this morning he was 

delivering a lecture on agrarian crisis. It was quite surprising when he 

revealed that in China they are providing loans to its 
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farmers at zero interest. Of course, it is a far distant dream so far as the 

Indian farmers are concerned. But, at least, based upon the recommendation 

of the Swaminathan Commission, we must reduce the rate of'interest for 

farmers up to 4 per cent. But, unfortunately, we are giving priority to corporate 

and big industrial houses who are relly duping the nation of billions of rupees. 

If you see the NPAs, of course, you may feel some sort of satisfaction in 

saying that net NPAs have reduced. But what about gross NPAs which are 

showing a high level of increase? Until and unless, the Government becomes 

strict in dealing with the gross NPAs, I don't think there will be proper 

recovery. 

When we deal with small consumers and small persons, we are very strict. 

But why isn't the law so strict while dealing with corporate or industrial 

houses? 

Secondly, we have been told that the Government is thinking of 

superseding certain boares. If some director is not working properly, if you are 

finding fault with the functioning of a director, what is the necessity of 

superseding the entire board? We have also been told that the leading banks 

like the State Bank of Hyderabad, the State Bank of Mysore and other 

subsidiaries are going to be merged with the SBI. The question of merger 

comes when a particular bank is not functioning properly or it is sick. But we 

are seeing that the State Bank of Hyderabad, which is having a capital of Rs. 

35 crores and which is really doing a very good service in Andhra Pradesh 

and other places, I don't think there is any need to merge this bank with the 

SBI. It is working very efficiently. Similarly, the State bank of Mysore and other 

subsidiaries are also working very well. Keeping that in view, i strongly feel 

that the question of merger does not arise at all. So far as NPAs are 

concerned, the Government should give a serious thought to it. I once again 

repeat that the rate of interest for farmers should be reduced to 4 per cent. 

Thank you. 
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THE MINISTER OF FINANCE (SHRI P. CHIDAMBARAM): Mr. Deputy 

Chairman, Sir, let me first apologise for not being present here when the first 

four speakers were speaking. I came in towards the end of Shri Tapan Kumar 

Sen's speech. I was held up in the other House; I had to reply to the debate 

there. 

Sir, I have gone through the notes taken by my learned friend, Shri Pawan 

Kumar Bansal and the points made Shri Agarwal, Prof. P.J. Kurien, Shri 

Tiwari, Shri Tapan Kumar Sen and I have listened to Shri Syed Azeez Pasha 

and Rajniti Prasad as well. 

Sir, let me make it very clear that the purpose of this Bill is very limited. 

There is the State Bank of India and there are subsidiary banks of the State 

Bank of India. There are seven subsidiaries. Between the seven subsidiaries, 

they have 4,688 branches. The State Bank itself has 9,143 branches. So, in 

terms of, simply, branch-network, the seven subsidiaries amount to one-half of 

the State Bank. It is half-a-State Bank. They must now have the opportunity, 

the freedom and the autonomy to grow at a faster pace. The subsidiary and 

the way they are governed today is a legacy issue. We are trying to overcome 

as many of those legacy issues as possible and trying to give them the room 

to grow, grow into full-fledged public sector banks which are able to compete 

with the other public sector banks. The fact that they are subsidiaries of the 

State Bank of India should not stunt their growth. So, the first main 

amendment is to increase their capital. Today, the capital is Rs. two crores or 

so.We want to raise it to Rs. 500 crores. Now, capital adequacy is very 

important. A bank's ability to lend, in fact, a bank's capacity to lend is severely 

limited by the capital it has to lend. Capital adequacy norms are laid down by 

the regulator, which is the Reserve Bank of India and, unless these capital 

adequacy norms are met, the bank cannot lend more to more borrowers. 

Therefor, capital has to be enhanced and the first step that we are talking is, 
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increasing the authorised capital from Rs. 2 crores to Rs. 500 crores in each 

case. Two crores, as anyone knows, is a pitiable figure and it can't support 

any large-scale bank operations. 

Then, what we are trying to do is give more room to the banks to grow. 

Todya, the State Bank Chairman is the Chairman of the subsidiary banks. 

Now, how can the Chairman of the State Bank, which itself is India's biggest 

bank, with so many responsibilities, devote attention to each of these 

subsidiary banks? So, we want each of these subsidiary banks to have its 

own chairman. We have now said either a State Bank official or an executive 

of the subsidiary itself can be appointed as the chairman so that you will have 

a full-time chairman devoting his entire energy, time and attention to that bank 

and allowing it to grow. 

Thirdly, Sir, we go back to the issue of how to expand the capacity of these 

banks to lend more. We have set very stiff targets for agricultural lending, stiff 

targets for priority sector, stiff targets for export sector, stiff targets for 

educational loans, self-help groups. All this requires that lending must 

increase by a factor of two or three. Today all bank credit accounts for about 

forty per cent of the GDP. Really, the bank credit should finance close to 

eighty per cent of ninety per cent of the GDP. So, the bank credit must 

expand and the critical factor is that. Now, we have done a very quick analysis 

and we think that—and this is reported in the Standing Committee's Report 

records—something like Rs. 3,161 crores are to be infused 'nto the State 

Bank Group. It will be difficult for the Government-to infuse that kind of 

money. That kind of money is to be raised in the capital market. That kind of 

money can be raised in the capital market because these shares can be sold 

at a premium today. For example, the face value of a share in the three banks 

which are listed is Rs. 100. A State Bank of Bikaner and Jaipur share is now 

quoted at Rs. 4,338. That shows the bank's performance has enhanced the 

inherent value of the bank. A State Bank of Mysore share is quoted at Rs. 

7,340. a share of the State Bank of Travancore is quoted at Rs. 4,300. So, 

there is great opportunity to raise capital in the market. When we raise capital 

in the; market, that is not disinvestment. Government's shareholding gets 

di:uted, but that is not disinvestment. If the principal shareholder is not able to 

put in the kind of money that is required to support the expansion, the 

institution should not suffer, the business should not suffer. It should be aole 

to raise money in the capital market. When it raises money, the capital of the 

Government 
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will get diluted. But, we have made it very clear — and I am not scoring any 

debating point—the previous Government, for reasons best known to it, said 

that it is their policy to reduce the Government's equity in the public sector 

banks to 33 per pent. When this Government came, we said, 'we do not 

accept that; we reject that'. We will make it clear as a statement of policy that 

the equity of the Government in a public sector bank will not go below 51 per 

cent. 

SHRIMATI BRINDA KARAT (West Bengal): Sir, can I have a clarification 

here? You say, 'they said it'. But, did they actually do it? At present, what is 

the level? 

SHRI P.CHIDAMBARAM: I will tell you. They introduced a Bill which had a 

clause to reduce it to 33 per cent. When we re-introduced the Bill, we dropped 

that clause. That clause is not there. At present, the Act says, '51 per cent for 

nationalised banks' and at present, the Act says, '55 per cent for the State 

Bank group.' 

SHRIMATI BRINDA KARAT: So, at present, it is at 55 per cent and you 

want to bring it down to 51 per cent. 

SHRI P. CHIDAMBARAM: I am dealing with that. Yes you are right. 

"SHRIMATI BRINDAKARAT: I am just clarifying it. Thank you. I needed that 

clarification because there is a lot of misinformation which has been given. 

SHRI P. CHIDAMBARAM: No, no; there is no misinformation. If fact, the 

Statement of Objects and Reasons says it. Now, why are we reducing it first to 

51 per cent? The purpose, as I said, is to raise capital. Now, in three banks or 

so, we have got 100 per cent and in another bank we have got 75 to 92 per 

cent or so. We have to raise capital. We can raise capital at a premium today. 

But in terms of the shareholding, what decides this is the number of shares 

which are issued. Firstly, so far as all nationalised banks are concerned, the 

Act which the Parliament has approved and amended recently says 51 per 

cent is the floor for the nationalised banks. Only in the State Bank group, as 

purely a historical fact, it is 55 per cent, we will bring them on par with other 

nationalised banks. That is the first reasons. The seond is, 55 to 51 gives 

them a four per cent head room, which otherwise we would not have, this four 

per cent head room could mean several hundred crores, if we want to raise 

capital. If you just work 
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the numbers on the back of the envelope, you know a four per cent head 

room means several hundred crores capital can be raised at the premium at 

which it can be raised. And the third reason is that we intend to acquire the 

RBI shares in the State Bank. So, the Government will become the direct 

shareholder of the State Bank. RBI, the regulator says,' a regulator should not 

also be a shareholder. So, we will acquire the shares. I announced it in the 

Budget Speech. The Bill will come and we will acquire those shares. In SBI, 

our holding will not go below 51 per cent, in SBI, our holding will not go bekow 

51 per cent. And SBI's holding in the subsidiary will not go below 51 per cent. 

The public sector character of this Bank will be preserved forever and forever, 

until the Parliament decides otherwise. And I can't see Parliament deciding 

otherwise. The Parliament is clear, at least, the broad consensus in 

Parliament that I am able to gather is clear that at no time should 

Government's sharholding go below 51 per cent. So, unless Parliament allows 

you to go below 51 per cent, the question of Government proposing it does 

not arise. This Government, let me make it very clear, does not intend to 

propose taking the shareholding to below 51 per cent. This Government is 

very clear that in ail these banks, the nationalised banks as well as the State 

Bank group, the Government sharholding will be at a minimum of 51 per cent. 

The third reason, Sir, not quite a reason, simply an explanation, whether it 

is 52 or 53 really makes no difference, to control. Sir, '51' is an important 

number, and '49' is a bad number, in terms of control. Fifty-one is a relevant 

number in terms of control. Whether it is 52 or 53 or 54, it is purely cosmetic, 

it makes no difference. But if you look at it, the four per cent head room, 

additional head room which we will get, will mean several hundred crores of 

rupees, then, the logic of bringing it to 51, bringing it on par with all other 

nationalised banks becomes very apparent. So, I want to conclude this part of 

the discussion by making it very clear; one, the public sector character of the 

State Bank of India group as well as all other nationalised banks will always 

be maintained; the floor or the minimum shareholding of the Government will 

be 51; and number three, the idea is to give them more head room to raise 

capital in the market. 

The fact that we are now saying, please make.it 51 rather than 55 as a 

nationalised bank, does not mean that we will go to 51 tomorrow does not 

mean we are obliged to go to 51. In fact, where we have a 100 per cent 

holding I do not have to go to 51 immediately. I can mise capital and bring 
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my shareholding to 75,1 may get enough capitalevel when I dilute 25% I may 

dilute 35 per cent and get enough capital. What we are always saying is 

simply we are bringing comprehensive amendments to these four or five Acts 

which govern these banks. We are amending this also to bring it on par for the 

reasons I stated. But the assurances, which I have given, the provision that 

has been built into the Act will make it clear that the Government has no 

intention and the Government will not propose that the shareholding should go 

below 51 per cent, 51 is the floor and the sharholding of the Government will 

be between 51 and 100. As and when the bank decides it requires to raise 

capital in the market, it will go to the market to raise capital... (Interruptions).. 

MR. DEPUTY CHAIRMAN: Let him complete. 

SHRI RAMDAS AGARWAL: Sir, only one minute. I just enquired one thing 

about the four per cent offloading of the State Bank Shares and how much 

money it will be. You are saying several hundred crores. Can you tell 

specifically what will be the amount that you will be getting out of it? 

SHRI P. CHIDAMBARAM: Agarwalji, you are better aware than I am. It 

depends upon what prices is quoted in the market. Now, suppose, for 

example, the State Bank of Bikaner is quoting at 4338 a share of face value of 

100rupees. Now in the State Bank of Bikaner and Jaipur the Government 

holding is 7S per cent. Now Rs. 50 crore is the shareholding, Government 

holding and Government means through the SBI..I am using it very loosely 

'Government holding' of this Rs. 50 crore represents 75 per cent. I am sorry 

total equity is 50 crores, my holding is 75 per cent. I am sorry total equity is 50 

crores, my holding is 75 per cent, it is 37.50 crore. Now, if I want to raise, if \ 

say, I dilute it to 55 let us say, if I take another 20 per cent of the shares which 

means I have to issue shares for approximately about another 18 crores worth 

face value shares. For 18 crore face value share at 100 rupee, if the share is 

4338, you multiply 18 by 43, back of the envelope calculations. So, 18 by 43 

comes to almost 700-800 crores which can be raised ...(Interruptions)... Only 

one bank. ...(Interruptions)... That is all I am trying to say. It gives you 

headroom to raise capital. ...(Interruptions)... At a given time— this is the price 

today. Now, if you dilute it, say, three years arid later the price is 7000 rupees, 

you can raise much more. Therefore, what we are only trying to do is to give 

ourselves enough headroom to go to the market to raise capital—let 
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me repeat, raise capital when necessary, when decided by the bank, when 

required by the bank at a price prevailing at that time which will be advised by 

the merchant bankers, etc. At the moment, there is no immediate plan. Only 

after this Bill is passed, they will have to sit down and decide what capital they 

will have to raise. The hon. Members asked me why are you going 

international. Tapan Kumar Senji is very closely connected with the banking 

industry. Why are we going international? We are going international because 

there is a large amount of international trade, a hundred billion dollars worth of 

exports, 156 billion dollars worth of imports. They are growing at 23 per cent a 

year. Indians are trading, buying, selling. Where will this business go if Indian 

bank does not have a presence abroad? There are millions of Indians settled 

abroad. ...(Interruptions)... I am answering a very serious issue. 

...(Interruptions)... It is serious but that is equally serious. ...(Interruptions)... 

When international trade is the major driver of economic growth, the Indian 

banks must have a presence abroad. We just opened branches in Shanghai, 

we have opened branches in Hong Kong, and we have opened branches 

abroad. The State Bank of India today has-State Bank of India's subsidiaries 

do not have branches-30 branches, 5 subsidiaries, 7 representative offices, 3 

joint venture banks. The State Bank group must grow. It must be part of 

international business, it must get a share of international business, it must get 

a share of India's international trade. Indian companies acquire companies 

abroad, those financing arrangements must be put together by Indian banks 

not by foreign banks Today not one merger and acquisition is being financed 

by Indian banks simply because they do not have the resources. Sir, one bank 

in Ghina, ICBC in terms of its market capitalisation is more than all Indian 

banks put together. Why are the Chinese bank opening branches abroad? 

Forget te western world. Why is the Chinese banks opening branches 

abroad? China's international trade is a major drive for growth and they want 

Chinese bank's presence abroad. Just on Janpath you will find a Chinese 

bank. Indian banks must have a presence abroad. Indians abroad have a 

natural affinity. We can market our banks there, we can collect deposits, we 

can raise ADRs, we can raise GDRs. We are part of an international 

economy. Whether we like it or not we are part of an international economy. I 

am not apologetic about it at all because that is what is driving growth. 

Therefore, Indian banks must have a presence abroad. Indian banks must go 

abroad and the world will do business with our banks only if our banks meet 

Basel !l norms. Who will honour an Indian bank's LC if an 
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Indian bank does not satisfy Basel II norms? How will a counterpart bank 

accept your LC if your banks does not satisfy Basic II norms? So, first 

condition is, we must satisfy Basel I norms as we do and we must satisfy 

Basel II norms. We are among the few central banks which are represented 

on the Basel executive committee. We are a major economy today and 

therefore, our banks must satisfy these capital norms and therefore, they must 

raise new capital and all that we are doing is allowing these banks enough 

head room to raise capital, to have more freedom, to have a full-time 

chairman and to be able to grow into strong flourishing, prosperous banks and 

able to compete. There was some debate about should these subsidiaries be 

merged. There are two views. You heard the two views here. There is a view 

that all the seven should be merged. If they are merged they will become half 

the size in terms of branches of State Bank. But, there are other issues, there 

are political, regional, State overtones, whether they will agree to a merger I 

do not know, but, we will come back to you if there is a movement towards a 

merger. At the moment, my effort is to give them freedom, autonomy, room to 

grow, room to raise capital, room to become strong. Therefore, Sir, I would 

submit that this Bill does in no way dilute Government's policies. 

Government's policy is very clear. Our banks have become stronger. Our 

public sector banks are stronger. Public sector banks net NPA as on 

31.3.2007 is the lowest ever. It is 1.18 per cent. I don't take credit for this. I 

give credit to the management and the staff and employees of the Bank. They 

have been able to recover Rs. 68000 crore of Non Performing Assets in the 

last three years. Today it is 1.18 per cent. It is one of the lowest in the world. 

Therefore, I think, we must compliment the bank management, the bank staff, 

the bank employees for doing a remarkable job in the last three years. 

Educational loans have tripled from Rs: 4000 crores to Rs. 12000 crores. I 

said so earlier in the morning. Agricultural credit has doubled in two years. We 

set a target for three years. We doubled it in two years. Our banks are doing a 

remarkable service. Our public sector banks against stiff competition, are 

doing remarkable work. What we are doing is giving to the State Bank of India 

group what they legitimately deserve, what the nationalised banks have, 

freedom, autonomy, room to grow, room to raise more capital and become 

strong banks. Sir, with these words, I would respectfully request hon. 

Members to accept my clarifications, which were offered, and to pass this Bill. 
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MR. DEPUTY CHAIRMAN: The question is: 

That the Bill further to amend the State Bank of Saurashtra Act, 1950, 

the State Bank of Hyderabad Act, 1956, and the State Bank of India 

(Subsidiary Banks) Act, 1959, as passed by Lok Sabha be taken into 

consideration. 

The motion was adopted. 

SHRI TAPAN KUMAR SEN: Sir, I have got one clarification. 

MR. DEPUTY CHAIRMAN: No, I have started. 

SHRI TAPAN KUMAR SEN:! just missed it. 

MR. DEPUTY CHAIRMAN. At the time of your amendment you can seek 

your clarifications 

SHRI TAPAN KUMAR SEN: Okay 

Clauses 2 to A were added to the Bill. 

MR. DEPUTY CHAIRMAN: Now, we shall take up Clause 5 for 

consideration There is one amendment by Mr. Tapan Kumar Sen. Are you 

moving the amendment? 

SHRI TAPAN KUMAR SEN: I am not moving the amendment but I am 

seeking a clarification. The hon. Finance Minister requires headroom and at 

present the character of the equity holding in the subsidiary bank by the State 

Bank of India gives enough headroom from somewhere between 70 per cent 

to 55 per cent, somewhere between 60 per cent to 55 per cent. I think, given 

the market price of the share just now Finance Minister has given before, I 

think, there is enough headroom to manage for Rs. 500 crore capital for 

subsidiary bank is already there So, I think, there should not be any difficulty 

for the hon. Finance Minister to accept my amendment and in putting a cap. 

The SBI may be different from the other banks in our country to keep a cap on 

dilution of Government holding to 55 per cent in the subsidiary banks. 

SHRI P. CHIDAMBARAM. Sir, please give me a minute to answer. The 

point is, today, we are making comprehensive amendments based upon work 

that has gone on in the last year. We are doing nothing different from what is 

already available. The provision is already there in the Acts which 
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govern the nationalised banks, namely, 51 per cent. As I said, whether it is 51 

per cent or 52 per cent or 53 per cent or 54 per cent, has no impact upon 

control and ownership. Fifty-one per cent has as effective control as we can 

have with fifty-five per cent. Fifty-five per cent does not give you more control 

or more ownership than fifty-one per cent. The control is with us. The control 

will always be with us. The point is, at this stage, you cannot say what 

headroom a bank will require. Theoretically, you can work out on the back of 

an envelope and say, "All right, it appears there is enough headroom." You, 

now, take for yourself more headroom. The Act bars from going below 51 per 

cent. There may not be an immediate requirement to go to 51 per cent. And, 

nobody can go below 51 per cent without the consent of Parliament. The law 

of Parliament will prevail. So, now, when we are amending the Act, we are 

doing a comprehensive amendement bringing it at par with the nationalised 

banks and taking the maximum headroom that can be taken. Having taken the 

maximum headroom, we must leave it to the bank management to decide 

when they will need to raise capital, how much capital they will require; what 

the opportune time to raise capital is. So, in view of the fact that there is cast 

iron guarantee in the Act itself that it will not go below 51 per cent. In view of 

my statement that it is on par with nationalised banks, in view of my next 

statement that it makes no differnece, whether it is 51 per cent or 55 per cent, 

for actual control of the bank, and the need to give these banks the headroom 

to take appropriate decisions, I respectfully request Mr. Tapan Kumar Sen to 

not to press his amendment. 

SHRI TAPAN KUMAR SEN: Sorry, Sir, I can't accept your logic because 

from 75 per cent to 51 per cent is a long way. And, I cannot agree to a 

provision which enables to travel that way and remain only one per cent for 

privatisation. So, I am sorry that I can't accept it. In protest, we are staging a 

walk out. 
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[At this stage some hon. Members left the Chamber.] 

...(Interruptions)... 

SHRI P. CHIDAMBARAM: Sir, he has not moved his amendment. 

...(Interruptions)... He only stood up to speak. He did not move it. 
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..(Interruptions).. 

Clause 5 was added to the Bill. 

Clause 6 was added to the Bill. 

MR. DEPUTY CHAIRMAN: Now, let us take up clause 7. There is one 

amendment No. 2 by Tapan Kumar Sen. He is not present. 

Clause 7 was added to the Bill. 

Clauses 8 to 26 were added to the Bill. 

Clause 1, the Enacting Formula and the Title were added to the Bill. 

SHRI P. CHIDAMBARAM: Sir, I beg to move: 

That the Bill be passed. 

The question was put and the motion was adopted. 

__________ 

MESSAGE FROM LOK SABHA 

The Mizoram University (Amendment) Bill, 2007 

SECRETARY-GENERAL: Sir, I have to report to the House the following 

message received from the Lok Sabha, signed by the Secretary-General of 

the Lok Sabha: 

"In accordance with the provisions of rule 120 of the Rules of.Procedure 

and Conduct of Business in Lok Sabha, I am directed to inform you that Lok 

Sabha, at its sitting held on the 17th May, 2007, agreed without any 

amendment to the Mizoram University (Amendment) Bill, 2007, which was 

passed by Rajya Sabha at its sitting held on the 15th May, 2007." 

MR. DEPUTY CHAIRMAN: We will now take up Half-an-Hour Discussion. 

There are five Members who have sought clarifications, and the Minister has 

to reply to that. I request the hon Members to confine themselves to the time 

period of half-an-hour. Now, I request Shri Murli Manohar Joshi to initiate the 

discussion. 
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