RAJYA SABHA [17 May, 2007]

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

T w2 (3 Shter W i) : weley, § fEfiiRad & S A a<her 9T
Col R IYATE |

() faurT HEfaa den iR gwurd deeft daaa wmft afifa & Aegd
vficrae 3 sfdfde fAwIRel & SRy & R |

(i) fo9mT A Sren iR swurd Hdeft dad Wl 9y & Siad
vficraes 3 sfdfde fAwIR el & Srafaae & R |

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, | 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 ll) 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 Il 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, | 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.

it IS SPATA (JSRYM) : TR 7EIed, & W & it £fean
(Afetredl) da df arsHe fder, 2007 ST e 4 fa<d #4301 Sft 7 9 a1 & S Jaqd
It & faRIg $1 B HRU TSI 2 | AP 79T I8 Iod1 € B S Sevd U A
PfeTy HEH ISIY SN & M B F qra9fa X R 81 BT | 37T 39 et & A1 |
THOFI03MTE0 & oIl WiHS! 9 &, ST BRIGaAMI 3 gfex F oy, I SHNTd gur
TR & oIy B G & 6 H iR & el § TRBR 7 10 AfISR W FH3 918 2,
94 31 P13 AR 81 & | b T2 I8 AT & b F7 a7h RIS oI 814 & a1
Igd aul TP AT B & HRU HICHR DI AfAH H bR TSHFRG I 3iTh 4% TP
T BTerd @R o) fR7eT 9 $HR1 59 T I 21 81T | v 319 ISRIBRT $
SR A 4§ U1 were § & 98 Sfa 81 & 9 g9R TMdgss 9@ T §@ ot sfean
T ST U Y, 39 bR & FavT TR fedel 9910 iR 1%t T fied
ATHe | 3 YT Sl &b A1 UK IR G AR I A1 Hlacl H TS 81 AP |
gAY g1 oIl IRaTd {31 8 e §a oift Sfear & afeds! 9% § 8 guR o &
foTQ 3R 96 Bfted Pl geM & foy IuawHf J8ied, Rl I8 e sifeve! =S
I 31T IS4 A [$3HH BT gl © 3R 59 UR fARIY WU g8f W I Bl s 8 oAl
a8l U (ST AT o7 2191 ASMHaR S &1 | J31 A1qd el fb WodlogHo AT v
Ui 39 fEUe AT & A1 91 AI8R FRA dTe] ©, d FHT B AT fARTY BT 50D
A1 9 ST, <ifeh STFHTaRT Heled, § S1-T dTd 319 A YR HR1 aredi g | 31T
§ qgel U3 YD oIl § , SHb I18 AU a1 3MTqPh AHA TG | 3 B UL 7, P
IR H et B o fa 930 wEley o/ue WA & Y, S 9161 BT SR a3 | My

first question is this. Will the shares of these subsidiary banks be traded
freely? Secondly, | 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. | think, by reducing this four per cent shares, they
will get huge money. | do not know how much money the finance Minister will
get through disinvestment of these four per cent shares. | would like to know
how much money they are expecting by way of this offloading four per cent
shares. Sir, | 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 it

Iffhfes Wed &, S ey gAveHT BNl AT IPRTFIR § g-AveH T Bl |

I Sft 7 S5 Bl IS AT WG] H I8 910 el © I 3P I [T e s<ReHE B
g Gdodd BId 2 3R 3= W ®Y ¥ &8l 7,"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."

IuHTafer Sit, #9 9 919 gafoy w8 6 S & U S BTl Suere TET
3R JT & 9T BT HHI T B, AT 39B1 YIRS, S S22 AT AIFATSAIT el
I fob ST 31w AT &7 |, AHIRTS S & forg, TR 31k 31 3! & S
& fore, T faeT & foT oo |eEl § 9 S9H Wd Bl AT gAIveHE Byl AT SDT
TIFBT P U WIoTFe TATHRTE Haex & ARgH o AT <A Jdex & J1e0q | AT
THIENT & ATETH A S Y1 IR, ITH 371 gaveHe Heil, T U IL Al AR
R JE BT T THAT 7T AT | AH 2 A 59 I1d P & [ I8 Ie2 YT 2] [T
ST 1, FRiTd W o 4301 He1ed 7 999 B A $B A7 Ugel ST THAT gall, ITH
TS U =] § I8 a1 WDHR B 8, § 37H! I IR I8 §, "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."

SUAHTAfT HEIGY, $HBT A6 Haold 8 fb §or1 Rael geee fasa §
Fefl Y B IR I 39 91 BT & e & {6 1 sneHt @1 gefin & fog sk
BIE! SSRT B 4T 9 & o1y, 3% YR A1EHT BT UG & ST 8, Afbd S84 59
YRRAE T X 3R 1 1R 397 Haex § o 7, Ria! anaggsddr 781 2 1 330 SRy fad
3
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St 1 9gd FOR YT H A7 JaF Pl AdTa <+ TS} b GAY eyaen 79 HRA, WA
IR DI B | T8 ST 1 a1 B, T8 co Ul 93 & 39 AR Al Pl T S8 IR o
SR S RET & oI BRI AR AN, AR Hed hel $o 81 § RFCHR 8§ SR |
T BT 2, ST PRV TS 39 AR W, H 3YS AT I8 914 68 81 § | STFATRT
HEIEY, 3R 37 d[1 U TRcIgSs da4 &1 el <, Al A9 SuT fa1 feetsd |
JTSWIBTST & AThd SHGT HRAT ATe AT IRR BlfesT Bl [SHARCHS HRP , ST 3T
3ITEHT BT BIIa] [Sepd AT AR A 890! < Bl Aed 8 [ 721 81 | safe # fhr |
SR PRAT A18d1 g 1% Ot w31 Heled 59 a1d &1 Sfamd < fo R 4 4 9o H w1
BT &, fpelt M PR & omedielsl & weH § AT WGl W, 1 J SHBI ST
SIPREFIR SATUHC H, UV &8 H fIhrRT & &7 H B 3R 1 9 39 I &7 ST
IO 831 & 3fER ASTIR ISR BRI H BT AT 509 341 THR F 3707 AN A<l DI
fheil gah e § oI el SITQT 3R SHS HRUT GRT U461 $© 810 # AT 81 S ?
AT H WRIAR A 39 U9 B A9 GH I 81 § | Heled, AR o #4301 Sff 7 <
A sifesiaey AT fhy &, SAH S8I1 BaT ¥ to increase the number of elected
Directors in these Banks. TR, H 310 &1 H AT =TT § — fat #211 S7l &1 362 R 8,
T8 H wHel el uT }81 Rifd Al v & ugel & Srgarl d b et AR o, bt A
SRR A@rse [Py 70 I | 98 91 o=l Al oY | IHPT B AT B Al Bl
e gan b ol W # dal ¥, Serergvs Joi § SRREey srarge by 7y € |
TR S Yl BT Bs I €T | IS a1 AT 1T o5 711 Sept idfianvor foam T 2 |
DI BT B8R BICI-T$] Afth, I T ST — FIb! I bl BT SN I {1 71
2, 9 SRNGeH 81 7Y ¥ [ fad w3t Sft 3 IR ot R 39 Sat bt 3T Ared €2
3MRER HET BIs HISCRAT BHT @MY | HElGY, Jbi F 3ex SRNICH @SS B &
foTQ 1S AItheTed B, BIs g Afd &1, bR I =12 HI™ H 81, IGH $Is i el 8l
Hepell s fT YHR A AETSeHEH B Y &, S| ARAT HRAT AR f10 g7 g2
& i § G § [ 39 UPR BT AR Yauides 81 AT b Sl BT 84 BIIATHRoT
PR S 1 UlAfCHAgoIR PR & — g8 Sfod 781 & | H I W11 A1 A1 g b
P I H W AT 0T WETHRY § | HEIed, § a1 a7dl 3R HE, SHD a1g H 711 a1
BT A BT | 31t i H EAR e | o T3t @) gat | R g 93 onedd # 9
5 o1 71, B TS dT d9i 7 I8 $E1 & [ Tedlhed iR QIS $I J BIg+4 Tal X |
T T H T 317elT-faret w3 Sft 4t iR o #Y Sft 4t 7wt 93 7, oy A uiferfeaa 7 &
iR s # o 2, § 0 Rsmw § § - w uifafeRes a9 oo 8 w12 @
RIRIMNEE
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PI 9% T1 TET SA? R AR & FW 97 N <A? Y8 Bl BT B o7
UifetfeRIaT w1 dds TS ST ANRS 81 SITG? RIT YAl B 31T g1 gaax A
2 b IH@! BfAferdt S+ @RE 872 91 USdIhed Sl 984 328 iR 1T Faar
2, T 3TY I A1 39 YBR B FIeR B ? § BT ared g (o o<t 7301 o 31 59
D! 39 UHR B AIER YSalhed & A1 AT U & A1 B & Dl ATBR e
2 139 3T P 3R B ANIRG T ¢ AR & ANRE $I 98 AMIBR U 2 i1 fopedt )
BIC AT TS ARh P18 | T§ Sl gUTER I8 1 Ao 3R STHTSTP FER [T AT
2, # wHsran § 1 o=y #31 Sft s9&1 SR 319y <7 | weied, 9 4 g9 9gd Al gaiy
Gt off 5 THUHE Jaex Bl T e @1y | vHUHenE Jae} 9 39 Bl ae
[T SN & 7 | Aeled, 45 Ufrerd 3ifth aIc 3ift ST, THu™ans daex o
ST 8, STeH] Haex | I & 3M1R 3ATST 84 <@+ I ferar 8 fob s9r I IR 994, S
TS SS 6T T 2, I T I BT UEIegs I8 81 1 & [ S8l Sarar AT At
T, 781 IR STeT U fHeldT 8, 98t IR gRINTHT IR §, offd STgl ARG SeiT &
ATTTIDBAT B, STel AMTTD aRTaRT B DI ATTLIDBT & 981 IR I S U1 o § B
& 3R 37 HaeH b HUR TS1 AMD q181 AR AP Hebe el 8l A1 2 | H ey w30
St e AT 5 TH0TH0aME0 Waey @l forelt ot wu H wify 7 89 &, wg gR qw
BT ISR IUTE BRI BT 9§ I91 AIET & 3R Igd g1 AEF 811 b PRI 5P HUR
SIER IR ER N EEISIISECEEAG I

IYFATIRT Heled, HRT 3ifcrd fawy &, a1l & A1 gl &1 goic @1 1T |
gore H H8l T {6 Uiidedvd e 9gd B4 81 TS, AT 2 TRAC & 371¥ U9 8 | H8led,
I 2 IRAC Fl g3 2 Hifh Qidoare Yaex H do! 7 U1 31 §5 & {371, A9 <198
3l BRI SADI U B, W B SR T IR ATt B Wiy T8 2 urs iR St aorw
A 9 < DI YA H IS HH 3N MR ISP BT M1 AR < H BTETHR 71 ganl & |
JATST B HETTS ¥ 3R 8, HETS | IR ¥ 3R 3l wene 872 i gaR) Uiideavd
Y TR AT AR 373 YLHT BIell, S Tgel Udh-al IR V& 7, 3FR It gRY M &,
1 I B TS HIC &1 HRAT U8 ll, YR §H SHIC 8! B TSl , 0 W &
forg &9 v <eit W e 7€) B, ofed I7 o ifat &1 aRomm &, ot @t 77
TeTd FaRAT BT IRV 2 b S fhasil &l 99y W U1, 9T UR 0T SUTE &
PHRIT 3R S B IRUMHRTRY SHRT SIS € 7 3R U T 2 URHE P ARTIN &
AT |

402



[17 May, 2007] RAJYASABHA

Herey, e w2 oft W R 2 1 wems w30 St 71 onft 1 e v oft Javi &
JAfYBINAT & W I§ 91 Hel b IR S B fABI BT 8, Al AT & 7 T
U HRIAT ST IR, TN & & AN Dl FH0T TS ITTel BT ARY 3R HH
TS IR BRMT A1RY | HEIG, 4 981 tragedy I &, MU 3R <&@ 81, Hife e
§% i1 ST 31 =4l 8, § 1 B a1 81 PR BT §, W 5 AP AT 7 sl IR
DI RMATE! BT ST 7T ReTee 111 2, IFH el dgd FeeT Hithe fe@mr & | Joi a4l
1 T2 31 Y& © o fohaa= wifihe 2, Ao davel axls &1 Uifthe S=H Ua el &t
@ 8 | A81ed, Hifthe 8191 37<8] I1d 7, § I@T fR1g &1 IR qohall, offh H I8
ST T8 § o RIT 91 DT I3 WIThe BHIAT &2 9T S| BT S6 2 IR &I IR
SITET T 3 SSIC AT 22 BT i & forg, fansi) o ol o forg a1 o faei)
BIC-HIC FUN & oY 3177 Y€ 3t ST e STl 82 ! AT BI41 =1y f5 dapt
B ol fiew forat sl 9 T §2 S99% e Wifthew ST &1 7Y 82 J8f d& &
qfecteh HaeR YIITH P, TS &1 JRFIR H TAT & & ST U &1 <RI T4 BOIR BRIS
2T RSTd T$T §AT & | HB1S Y, I A QT &, [ThT s Mreerd 811l © | 97 81 1 &
T TRERI DI, T &1 AT § TAR 91 DI, b g1 g1 1o Ui 8F & 918, 3o
TS 7 DI BAR UTH Bls HHI 7 B S Fra9(a Al 31 Y $T IHT&T ° 8T 87 AT
FIHY ST §S ¢ | JMRER 31 ARG T BOIR RIS BT fordan! dacl 52 I8 Rord 3 g7
2, TR Uferd Aaex SS¥! & T 3MR ST STANT 721 81 &7 2 | 374 WhR A W&
2 o5 IS ST ST AR | 37U g1 SR T DT, ALY 7 H T2 37T & | $7b1 Ue
AT AT 1 B {37 17 A IRBRI &5 & AN &, $9H1 3230 Rofd s § U1 ghg]
PRAT R € | §TPT ST B 3T MGH! Bl AT UG | BRIST Al Sl THRI 3 &, PIS!
ST S foflogeto F E ST AW IEAT BT I BT MY | STHT GRS Efeehior
BIFT AT | I8 SUAT 3R ST fordT 2, A1 SHHT AgUINT 841 A112Y, Afh A1,
I TS1 AHAN € fh TRBR 1 37 a7di IR &1 e {1 3R S9d gRUMwasey g9R
< H S TR BT IR BT S @7 & 3R 59 JhR § 78S & RO SR Uar
BIT ST I&T 7, ORI BROT G &1 BI 95 g1 ATaTd o T 2, H qsian § o fa 450
HEGY 31 911 IR SRR R BT | 21 eTeal & A1f § A9l 98 a=yare ool § &
AT ¥ S BT it T |
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PROF. P.J. KURIEN (Kerala): Sir, at the outset, | would like to say that |
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, | don't want to repeat them.
This Bill has bean brought about to do away with these restrictions and |
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, | 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. |
appreciate the efforts made by the Government to bring down NPAs. The
Finance Minister has said that NPAs are coming down. But, | 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. | understand that there are some
guidelines for one-time settlement. But, | 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. |
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 | 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 | 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 | 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. | don't know
whether banks have special policy to help the SS! sector, but | think, it is not
enough. Banks should devise special policy and the SSI sector should be
given lo3ns at reduced rate. With regard to technological assistance and other
assistance to the SSI sector | 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, | would like to say that ordinary farmers, small and marginal farmers get
loan at 7 per cent interest rate. But, Sir, | 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? | 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 | 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. | 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, | 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, | request the hon. Minister to please rectify this anomaly.

Then, | would like to mention about educational loans. | 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 | 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, | 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. | 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 | would like to mention is about co-operative banks. | do not
know whether the Government has received representation or not; | 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. | do not know whether the
Finance Ministry has responded to it favourably or not. If not, | 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, | object and oppose it. It should not be done. It is a wrong policy. It is
a wrong message that you are sending. Therefore, | request the hon. Minister
and
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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, | 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, | say that this a good Bill and | support
it. Thank you.

it gOTuT foar (STR UQw) : STRHRT J818d, I8 S Seile fAgae o 1
2, 3% $B W Q4 &, a1 § Ry o= € | 99 S9E1 Ahag aarar 741 © o S
YRR IR ©, I AMT Sl [ 2, 3 [&dhd] Bl g% A1 5 | SUT & A1 81 A1
S ST SR 2, S YofNTd SR 31 96141 € MR 39T ded I8 Y aarar 741 & fF Jfs
Tl o B & IR g 3R oY Tof el x5 forg ot ol & erawR o1 T,
HIdT ST UL, SAD! THM ThR B R <=1 gl | 70 9931 § 394 Sl 999
JMARTSTT® I Bel TS ©, 98 I8 © [P 399 W 8§ Pl Sl TR BliesT 8, I8 54
RTRT 4 €TT &R 51 e 3R &1 TS & AR ERT UG8 I8 & [ Sl Al MSe 8, Ol
YRR BT 8, T8 100 W FT PY 200 AR b ARTerd & Jbraet 10 Hfrd dIfes se
TSI TS & | ST Sl 3R TS, I8 AR I8 IS b ST IR Blesd 8, IR URS o,
d § B AT A 3R FaTe | 3T YHIG BT ST BN | AR JragE b IR F §
FE 3R T HEl AEd], TR § I8 He1 Aedl § (5 I8 SN foman @ &, 390 die 5t
Hd 99 8, 98 I8 ¢ b dR-8R T # FSHR0r BI Uishan &I Y f6A1 ST & | I8
T 3 IR T §s © (b 39 SSRIHR & R H dh] BT FSd01 H=1 98 8
3D 2, 3R & fI3d TR IR SHS! ST ATed 2 3iR faaeft ar arex &t §oft &1 &5
Sl # ST BT T8 & | H T§ qHEI § b 39 [A9D D1 & Bl BIg sTazaeha
T o1 | AR U A Al 7 ] Bl YRT BT ST el AT | IR S 9 AT gevmare
2, S9b IR H 1 TP 8 Uel © b I8 § 6] avE A M PR &1 AT | TP
fSUIfSTe 17 BRIS A I3HR 34 BYIR 774 BRIS 81 WA, 3 BT AN 959 &I W7 3R
AT 427 HRIS B 1T | 1 J T8 3D B DR I <, olfb H GHeI g (b g9 AeNeT
fop =Ty |

408



[17 May, 2007] RAJYA SABHA

AR, H BT ATl § P 3ATSl M ST $ 3feR g — Gabael (ol Sl & Ao
dol & ufy SITeT fava © | AEIS Y, 99 9 991 91d % © 6 ol di o o F IR 4,
TTHIOT fIBRT & IR H, T2 % TG AN % IR | A7 2167 % IR 7 social obligations a1
AHATRTE TS T8l Tl | 7eled, 38% o9 4§ fa<sh §oft &1 gaa SRR &
SR ¥ 91 7, a9 9 3ref gaen # iR i #- SHi ST Frofie<or o ufhar g% 81 it
T | F1ey, 31l Ud Independent Commission ST &1 R arezet former Finance
Secretary i TH0l0 e I (=M 3rah RUIS # va g fora 7, R § dle a7
81 § There are concerns about the lack of social orientation, fragility of the
banking system and issues of economic sovereignty and ownership."

HEIGY, ITRIBRY F SR H S T8 I & Fofiaxv o gfshar g% g8, $9 9
AR MM AT 3R BRI Sfd T R IFRRG 9 frerrdt 81a1 S <81 § 59T
TEI TS AR AR A2 -aRAT TR U1 & | 39 &b YA I &9 98 THIfad gu 2 |
ST AT IS AT 9 a1 BI & & &H 370 81 U Arerel i1 Rieedt o
3R AR fadr & <Tedlield el BRI PR & olg Ueh iRrel IfhaT Riwest o]
3R EAR fadma & dreamifere dey g1RIe a3 & forg Ua |reret S Aifer ofiw fafia
AT B IR | AEIG T, 31T 91 # o TP F AR 9 V8T & iR o ad
DI AT B, IY S Y 3 3MMSH DI 39 b1 Rivewt § fra=1 wraan e
ARY, IA1 BRI T8l (A IRET 2 |

HETG, 31157 ¥ & 3aR BRI 30 BOIR S ARG & | A 81 39 <2 H R
AT 1 B 5 1 FAfera AT U4 & Rt § 4 srarse €1 781 | 78led, anfl 8
T FHRI ¥ BN B IR H I @) 5 B &5 F Fopl gR1 fHamt o1 wott 7 7 -
BT {1 SITT € | S9P STTal 9 0T IR TSl i &% Wl 3ATS1 g SR & | 59 HH
PR P IR H, TAR WHARA Sff 96 7, ST 9@t RwiRer § 1 39 ey # ok gl
Fafedl 31 ff RwRer € 6 &9l 3% 9-9-%9 4 9Rerd W S | 7815y, 3 HiY
& &3 W 45 BOIR BRI BT B IILIBT & AR I 3 fBAMI DI Bac] &l BUR BRIS
ST & gicT ST ¥ 1 377 4 60 UfIerd anT sifviaiges daer J e arefl fachig
Gfaesll | 3rgd T | TR §al & IEIHIV & SR F 40 a9 O Y, A 3771 9
TR NI HT 95T I<7 31 1 Y Jareli F R 2 | ey 51d 89 ol &I sarar
S S 99 F A DY IR BN, FAR ANl B, RIS St gaR sreferett § @
T 3 §0 Y AIBRRAE &, I (AN H I8 II T BR PRl V& 8 b & 37q
i 3§ i1 FDIs € AT ST Fls B, ST q1ex &t =iy wwermg 2, it a1ex o
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Toft 7, STt fafy w1fcr & o <1 =nfey anfes 2R 91 1 5 i 99 8, I8 132
| IR 9 R H BI%] FHIET B TTs IR 5 FHIET H 7 AN o I8 TS [FhTell §
[STATEN Tl g% fAvafdenerd & Yo WhaR 31 U+ § | S oIl $hal 8, S99 § $IT
DT §°, the report says, "Rather it enhances the vulnerability of the financial

system by encouraging risky investments, increasing exposure to global
capital and putting pressure on the Government to liberalise exchange rates

and capitai flowsdg it 9ra<t faceht 3 a7 ...(a=a Pt w€)...FDIs HT 31K Flis BT S
U1 B9 ST Td B B, S EARI YR Feferdwel &l gHIfad 8 @ 3R Tefd faem
S BT AR U 81 9111 2 sfey # I8 W R UR $HEl ared] § b I8 6 e
TN SRR H a1 3 Afert &1 Wdrer B drell § WK Ubsar o I 8 6
fofiaRor & gRT € &9 31 Nfds e & ofe &1 gIRTe &) Fdhd ® | A I
fege TE) & 3R o o5 T faest 1 ot T 2 o6 &9 o e Y aRB S E 2
 xrererer § fob i aeHI e fASe €, g7 Her ae © fob v deb oY sik s
SRt & g Wt FSiavor &1 Svars @id a1 SY | 98 98d 81 Wav a1d 8
IR S BRI e € RIS BT, T2 & BT BT, Arior 84511 & s o1 39 e a1 Y
B9 YT 18] B bl | SAFTY H 59 fades &1 fakiy var § | 9gd-984 &-dTS |

SHRI TAPANI KUMAR SEN (West Bengal): Sir, | rise to express my
serious concern and apprehensions on some of the provisions of the
proposed Bill, and | strongly record my opposition to at least one provision of
the Amendment Bill on which | have already moved an amendment.

At the outset, | 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 | 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. | 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, | oppose such dilution of Government equity in all
public sector units in the country. | 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, | 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-Il? 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, | 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,
| repeat, you cannot lament on both the issues. You have to choose oniy one.
In that event, | 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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4.00 p.m.

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 | 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, | 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, | 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 | 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, | 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? | understand that the compulsion of
following the Basel norms—if | am wrong, | 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. | don't know how far it is correct. | read it in the
pink newspapers. So, | may be corrected if | am wrong. | 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)... | am just
concluding. But if it is by selling the bank's equity to private hands, definitely |
object to it. | see it as a beginning of the process of privatisation. | 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 | reiterate my
oppositon to such provisions and | reiterate the amendment that | have
already submitted. Thank you.

SHRI SYED AZEEZ PASHA (Andhra Pradesh): Thank you, Mr. Vice-
Chairman, Sir, for giving me this opportunity. | rise here to support the State
Bank of India (Subsidiary Banks Laws) Amendment Bill, 20086, 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, | 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, | 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, | 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. | once again
repeat that the rate of interest for farmers should be reduced to 4 per cent.
Thank you.

sft T e (RER) : A Suwmaf 78y, g=are | H 39 gHeHe
9T & ver ¥ g & o W1 gaT g iR el Gl & 1 731 weiey 39 vHede [d &
ATE |

HY HTH I3 HaTe &, S H S G IIg 1G9 axhlail o SHa R SR
& & o5 9% g1 a8 SRR 81 1Y 2 3fR 31l 89R TS A9 9ew 1 $8l (6 e
S 1 a5 JATH] g1 © 3R BARIIS 5 98 GThI AT 2 |
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SYFATIRT ST, JeT ATod & 6 9 Job 3 Sl G 3T TRIg AN &, 3R
ITp] U1 el 1 9 980 $B PR G © | I81 IR A AP SRR A 8, AR ST
1 firet 1 9 <1l HRITRY BT SaTeT 72! ORE ¥ faT 9ad 8, 39 <97 § e 31fdd
TfreR A 2,37R S+ 341 firer O 9 et et ST © Aohd § 3R I8 99 T8 PRé
S S I9-9$ TSR ITEH DI UFT < © | 3741 U 173 7 J31ah] He fdb THOISI0 311R
GIfATERIIT BT 9% BT @M 8] el | i il TA1 ovrer & &5 I8 2mie Sa!
AT &1 & | 519 H U ATl U8l THOUI0 971 4T &1 e aTel 3 U 31T | SHH Ugel oid
# 21eY & oy w=iFTer oI /i & fofg S mam e o § 7 @ 718 i3 | oif e S va
AT 918 o1 § THOW0 99 AT AT €7 S aTel FR U 31T o | HY |re fh U8 96 arel W
I T 30 Y | <fh S=i e wET & T 9 uifafeRme o ar =€ <3 8, s
A QORI AT | ITh] Ferd I AT {6 S9N UT ST &1 BRIS BUY AT H AT & IqD
fore SReR IRTY 6 a8 g9R 9@ H feuifore 81 &R ol & <31 | 981 el S==i,
9 gHdSI0 3R GifafeRaT &1 @9 78 <1 91Ed | 9 o9 91 9ed ¥ 999
SENIfIRIT B IR S TRIT @1 Bl ® S9d! A A8l o1 918d | SuqHrafa Aeley,
TS 91 3R TR HET AT E |

BHR BTs+4 MAffRex Ar8d I87 93 ¥ | S8 &8 & o1l & @ femmm ik
IR ARG TP PIs NARIRET 7 B 6 T8 & | Af H AM9ep] ST F 01 $E 8T
fh IR 9 I U ARG BV oA o1 S11sT O FAifgad wu & 9 &1 A9oR a1 7 ol | <
qTeT] €T § d 3MMYDT I8 el b 3aet RieaReE) @ &, 31 o1 a1 RiraiRe) dax
P MV & b T TR ST fIeTT | 3R 31T AT, W16 §9TR ¥UY 6T Wi oflF o SIod
AT e RIaRET A | I8 e9R Brgav fAfRex A o 38 § {6 el 9 o
A & forw BI5 WY RIaRE 37 o SToxd 721 8 | Ol HSIST 7, SHT, SHd! A BT
3R 979 &1 ST @1 fyaxor forRaw a¥fi smaet & e | g Teold € | U9 giar e
MY TR BIATSRI b H SRIY 5787 IR I 8T |

# U% 91 3R Hel aredr g | § ol U e d @ aal g | 3 Sl §
TS RIS B IBT ® | o1 & fob SY 9 Uehed U1 Bl g de R & oIy, Ia1 bt o
& forg A U= STTet 81 72 7, 95-93 BIfeT o <2 € | T I& &7 S e 91
F ¢ 98 I T 5 T B o gg, WilteR A9gR] AN <1, BI HRIRI ®I 3l
AT, BF I § A <41, ST IS Ih ST HH 81 | § Udh 3R 3iferd 91 e
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aTedT § b A =it 7§ 4 @ foran &, 891 A1 181 for 2, oTsT 984 fordn 8 aifeh
IR fordt =1 foram € G 9 &7 YT 3iTh $e¥ie AIEHR A W UG GRS © | AgHR
a1 &TST Y89 HRAT &, I8 Al 389 A1 T81 BT © | $7P1 3R & 9T & Al g o 41
BT B ST | R 199 9T UR IHT Y& 9ol | S TG STAHTILT Sf, 3TI GTh!
Y {7 59 ToTQ H 9! g=yaTe <ol g | $31 RS 39 7! qHY <l I1Y, H refa
G |

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. | came in towards the end of Shri Tapan Kumar
Sen's speech. | was held up in the other House; | had to reply to the debate
there.

Sir, | 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 | 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 | 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 | have a clarification
here? You say, 'they said it'. But, did they actually do it? At present, what is
the level?

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

"SHRIMATI BRINDAKARAT: | am just clarifying it. Thank you. | 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 | 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. | 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 SBl'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 | can't see Parliament deciding
otherwise. The Parliament is clear, at least, the broad consensus in
Parliament that | 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, | 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 | do not have to go to 51 immediately. | can mise capital and bring
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my shareholding to 75,1 may get enough capitalevel when | dilute 25% | 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 | stated. But the assurances, which | 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. | 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 | 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. | am sorry
total equity is 50 crores, my holding is 75 per cent. | am sorry total equity is 50
crores, my holding is 75 per cent, it is 37.50 crore. Now, if | want to raise, if |
say, | dilute it to 55 let us say, if | take another 20 per cent of the shares which
means | 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 | 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 Seniji 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)... | 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. |
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 Il norms? How will a counterpart bank
accept your LC if your banks does not satisfy Basic Il norms? So, first
condition is, we must satisfy Basel | norms as we do and we must satisfy
Basel Il 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 |
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, | 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. | don't take credit for this. |
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, | 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. |
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, | 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, | have got one clarification.
MR. DEPUTY CHAIRMAN: No, | 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: | am not moving the amendment but | 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. | think, given
the market price of the share just now Finance Minister has given before, |
think, there is enough headroom to manage for Rs. 500 crore capital for
subsidiary bank is already there So, | 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 | 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, | respectfully request Mr. Tapan Kumar Sen to
not to press his amendment.

SHRI TAPAN KUMAR SEN: Sorry, Sir, | can't accept your logic because
from 75 per cent to 51 per cent is a long way. And, | cannot agree to a
provision which enables to travel that way and remain only one per cent for
privatisation. So, | am sorry that | can't accept it. In protest, we are staging a
walk out.

STt T TRTS (e TR 379 A} dTeh ST HR IS 872

S G&T HIRA : TSI OIRM & RIeTh AR dldh AT © |
[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, | 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, | 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, | 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. | request the hon Members to confine themselves to the time
period of half-an-hour. Now, | request Shri Murli Manohar Joshi to initiate the
discussion.
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