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
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GOVERNMENT BILLS —contd.

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 Il) 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 willimprove their international credibility
sinee banks in many countries are aiso in the process of adopting these
standards. To enable the subsidiary banks to raise resources from the
market, to meet minimum capital requirement under Easel 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 S$abha on 22nd May,
2006. The Bill has been passed by Lok Sabha on 15th 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.

At TR AT (USRI ) : ST AEieE, & e offe e (wfssdt
S 7 srEdz e, 2007 S w9 § faw w5t i A e fE o € 3us o vt
% faliy &1 FE R0 7 ]| AfF 997 78 3301 75 S 3299 o A & forw
FTH AT TR ¥ o T B g R T ) ona W faa & mem [
TReseatd % St wfenett Sam ¥, 3T wriwar § 3fg @ fon, = g=rm gun
FH F U %0 A & &9 H R 8 foat § @R 3 393 JfuadR ya &3 =R
2, T 7@ v ammufa T ¥ AR WA T o ® R o I Semeesiee gan
o7 1 37 ufifrafadt & i o Y wftfeufet & wgr o ¥ 1 AvAemdSyE 81 & AR
A I d AU 81 $ FROU FEW F1 9fdq ¥ AF 1 SufRyE oE dF
ok U grerd @ue off Ferwert ool &3 58 w0a Staa 76 8 | SfEa e e
F < H T e 3 s 7w 3fea € 2 e aam Aemenese 3% = o1 e
Tt 1EATH wrg Y, 39 YR &1 sgaey) uefafreefeast st IR fowd 3 sfued
A H 371 WA I % Wy gug W TS oI my qeEe A m @ S |
i TR I v e R Re % o e & gisvsi dF d s guR e &
o 3R 37ah shiges %1 wem & fae svwsufa 7, Fife a7 faa s =fsn
FR A ERO | ferad gt e iR A s m=aaf #T W R
AfFT a8 & fede e o simm oepeer st 11 g2 arept 78 fe e de wre
AR IS 34 fede e & Wiy # FeER 1 9 §, d gada s O fadu w80
391 @ 8 S, Sfa ITe9efd 98ed, ¥ Q- a1d AR W wEgd w0
e L 2t B U8 W 9 O €, S F1R U S N9 WA WG W EHD
9 €, o ant 4 sman & f fam 3t wélem o197 SEme & 9, @ 9 %51 W
v | My first question is this. Will the shares of these subsidiary
banks be traded freely? Secondly, | want to know whether Flis 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
SSl or tiny sector? Fourthly, will the SBls holding be reduced to 51 per
cent, i.e., by about four per cent shares? They are hoiding, atthe 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 5t Iffrfee 2@ ¥, 3799 st Rz v
1 FERFHR H FARIT FH T |

IqguTYTa HeIkd, AT 98 We T6ia 35 fe ot e i vedt g faa Wit it
A Yrw ) 9 aE v F 7% 99 FE R fF o o et vem Heie # fag
Weaa A ¥ AR IR e T J F4 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.”

Igqyyfa S, A3 98 919 TWfan w1 fF daw & 9 91wl 3uas @ik
1 F T T Bt FHH T @Y, A T RGN, SN R A1 WAATESIH W
T f Ao o grfos 83 8, amifse S & fag, 1w ok s anedt &
I & fag, arty fare 3 fae ora vl F 4 39 @ d O s aede s
1 IR TEHT B FAC TITRH THUESTE AFX ® 7eqm @ =1 At A9 & 7o
1 AHRIT & Hiew @ S e 1, ITH ST 3 41, 191 T IRYI HIS
TR R ¥ 1 7 o o o1 | AT 3 sTeE 3w Sa %1 f R T8 3iva wra
Toran <1 we, FHife @ fam w5 wEied A S9m &) it g fe vea S we e
TN, I9H 9 WIE VK] | 9% 99 DR F1 Y, ¥ @R FI W g, “While
credit to commercial real estate sector saw 59 per cent increase from Rs.
25,429/- crores, as on March 2006, to Rs. 40,270 crores, as on March,
2007."

IYGUTYFA FRIEY, THFT UIH-91F Haew & f dow fora wRe faomy | vt
Tt € @i IR 39 9 W ey @ fewn fe 10 et ) eRfan @ fae s aid
o =1 ¥ 27 % fog, S 99 qreEl 1 v € S 3, e 9% 59 WA
My T 3R 39t ik 39 et d 1 §, oot savasdr 1 & 1 3t o fom w5t
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1 aga FAR V! | TR Sam FY Faree S u o Wit weren wa wA,
waed %1 Ul d | 7 TE 3% 7 2, 7 SR R W A 1 T IR W E
TR T @ ¥ Fous 10 g o, W wey wE %o gl § ferent w® s
A gam ¥, e F0T 3T T STEER WY, o7k WA A W 7 W | Swarafa
TEIE, 37 34 Sl W AVANESs S9) e ¢ &, /@ oy v e ufses @
ARG A F AR THg FE =% A TR e 7 feugAai w5, 50 a9
Tt 1 R faeea Wi AR | w9 e &) fraa € i @ 9 gafee
iRt & o & 9rea € i fo /ot 9R1qg 39 o &1 s € T e of
e H wrd S R, el of TR B SRRl @ wem A W s Wl 4, am A
IGHT ST TR TR e §, maio g7 o farw & fa d w83 e a s
¥ 1 I TretOr S S oFet AR U HIH H H 4 Agan & F 8 a1 Asq
T YER A9 w1 HE F et da ¥ a9 S ofi 36 SR ERI
e o Tl ¥ wifia & smom? gufee ¥ T AR | 39 T & s 9 @ @
%1 ey, gaR fam Wl W A | o offedaw Hifvd feu ¥, su R ww ®
to increase the number of elected Directors in thess Banks. &, & stush
oy S e g Tas w5 o Sea 0 €, 9 N wne Al w @ F=itE et 1o
fomt vt @ ormant # v g ot oft, Al F wrvEed v fru e A 1 ar EE
ol g ol | SRt TEe gfe & i w8 steed gen T e den | Sl b,
ARTENESS Seph! 1 Tatad SR FFU TR 1 SR W Y FIFE T AR I A
W@ im 76 7 s9 FiEw fea 7 ¥ S S/ S -ve i,
ST 39 o] F1 SER 991 o7 7 &, ge everd € e ¥ ) fow Hsl
ST g YR F ST T AT ) I wEy ¥2 A FE w1 wEefen &
=fEu | AEie, i & T TiEed A 1 & A a1 frdved €, F1E A
1fa o, fF g =R it & &, sud 6 amafy ol @ wRdt aife gy R
sTegeiien o U ¥, S oare e W for s gt & it § ae & 5
T WHR 1 TR TENRe 78 a1 fo St o g whrfw o S diaferargse
T 2~a% e 7= 1 H R W w1 uea € TF e S # off oty ato
Tyt € | e, § A oft wEm, 3ue e § SIw 9 ) qEra wem|
anft e # gl geA § i gei A g TR m A ey Wi A e dem A, w1
WA A1 3 9% e § foh ey o s 1 & e 7 w1 g v
gt oma-fag B3 S oft o om0 S oft i A3 R, any oft wifefeaw ¥ ¥ ol
fafsra 1 i R o off Tafsmm 1 E—sn wifarfefera 7m0 ord & a2 = wifafefiem
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F 9% @ 7 & Wl S s R e Sy mws T &Y
qifafelirm s 99T T %1 i & swwm? &= afafev™ &1 3 35 9Qal
T § for sat F3fafeid saft v &2 = weadew S age w3 ok wanfin
=AM ¢, F91 37U 3T 1Y 38 TR 67 ST H117 § g wma § fw fag o=t
W Y T T F] W e o wniE fE e FE wehe A 9, aw ofes dget
T AF B, I9F TH TE T 798N VLA T & A1 1 VIS & WY F F1 PR
SR T8 ¥ 139 3 P iz 3 amier o ¥ oI g T Wi uE sfusn e
& S frdlt o SR M 9 e w1 R i ww W T TER. WE W syafad o srourAe
=agR fFa w8, & wngar £ fF faa W < sow SR ey N uEey, W A
&9 9ga | T=id O off fe qwegsnd aed w1 T frem arfim + vmugenE Sa
39 &9 %1 5@ qrriaE et 2 ¥ wden, 45 Wied SifE e A I,
TAURSE Y Q e &, gt Qs 3 el & ofvs ovt 2l e ) e 3 fr et
3 | A, I Fewrerse fEy e 9, 39 wsht g1 1 Ry T A ™ ¥ e wwi
1T T e &, 9w W e YW fhor €, w8 T sehede & & e W
[aThee: e 1 STAvIF €, Tl grfaa suad 7 9 snavrw e € 9e WA
¥F g 87 d Fawa o ® 2l 37 Qaed F W gz anfelr iy oIk anfiw dee
g & T 1 o At S S e 9 e weumesnde Fa w1 et o wy
T 9 89 €, T8 AR <9 F1 TSR ST FA F1 9gE 931 QY § 3T 9ga ol
A 3 & FO WS FW A7 7 91, g7 Frw o f 9 faer s wEm

Iuga1afa weies, T sifow g B, onft o e wd @ see w i aee H e
14 T oo Mo 9gd 78 2 75, 90 ¢ T & oy I ¥ HEIeY, 98 2 T
F gE? i et Soet i Va1 3 iy 2o dz o5 fer, o & se e fean e
Tt ww e @) sieTeerd &, g F T Frant w argfaard =, s R
TAF! G Y, WIE T 3R g9n 1 fawed 7w 78 @ oE s st ase @ zmewm
qH § 3R HH gl R I9F FHRU A GR ¥ F IR T T T I &9
mETE § 7 €, veE @ W € oi i v ¥7 FifE gerh wiie e Oy s
i AR 312 e B, S I5et Th- 81 9 T 8. SR A6 g6 Wy T, | wag w8
AT e e N U, YR 74 3 TR Al IS, oI @R F e W g
9 W 3T w8 da, Bifea 38 nera Sifadl e oo &, de 1 3 57 e sreren @
uftomm & for 3= feramt %1 o o i, 99 R R0 39S T8 0 iRl &
RUTTE®Y §9N IATEA 9 T/ 3R My R 2 9 & 9Id © T
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werey, faa w5 St @ fafaa € wum @5t St F anft @ o7 v Wt Sl &
afermifal & ara I 9 F&@ % o AW &1 fowmm $0 &, & andto &5 1 4
YR FET T AR, A0 4 = AR Y RO TN IUAS F1 Mg AR
FH TS W HIA T8 | qEeH, Tl 9L tragedy T8 ¥, YA 3R @1 B, HifE
e &% ot e =t =af &, F st S =1 9 T2 F w1 g, e dF o Fem
A Trget ar 1 fomrd F1 51 39 foree o &, 39 5= aga o=t wittke feamn
13 aneft ot an T ¥ i e wiftee @, Sifea I3 g w1 wiftee 3=
& Taurdt &1 fe@ran § 1 weiee, wiftse € o=l o €, § Ieraht fadig 9t s wa,
wferd W 7% WA e § for 31 ST 1 3tva Wifthe FHIAT 82 P el F1 R¥
TR Sl I = 1 36 3 ol &2 sefan dF & fog, fedt s dn &
fa =1 a1 foreft BIR-He SeiT =TT o9 T oAl gt sga o @ § ol %l &1
T ot Sgar S el ¥ 1 B I et v T8 6 g9 33 A ¥2 ST Aem
=fey o St it Seia viem fra =t 59 7 87 7o fory wifteem s S T R?
gt 7 T afeerer St gfem 1, o gt sreen | o1 ¥ fF o e ) |
T TR HUS T Figd uer gen ¥ 1wy, 3 et o 2, e et st
B0 ¥ 1 0 8 TR T W I, 918 T e S, T e S weE
I9@ A F 9IE, T AL U K1 EAR U HE F T T B e A o Hfu
1 ITEH T2 T 87 THOUToATE o1 IAIEH 92 1 §7 31t nltall ) S e} fndd @
B, I 9% W@ ¥, A THH TR 37 U6 & SO 90 s 3 g ° 1 anfeE
Qg T B FHUS 794 fRuE) F5d ¥7 7% figd | va §, g ufsers dst
TSH B T iR THT ST TE & W | T TE W R TR Sqem SwEm e
T | 39 SaAT ST hY, B waw B 9 o 1 ey T2 g W i e e
T™? A WE & F A E, 3 3evd figd we § i ey w0 9§
I § I S 1 A TEIEA I FAS A S SFE A R, FAE S Aodiorse
T ¥, I Y TESIH F I G AR | IR AT F gfeshion T =ifee
FEHM § T TR 9 9d W oA 38 fon i sue ufromreaey gt 2w 8§ S
T 7 FaeaR e o T ¥ o0 o e @ wEE & v avdry e g S w8t
%, s Srw Hfy &5 &1 9ga vl 31 o ¥, ¥ guga € iy fag i wdea w
oAl WA foram 137 1 351 u= & Wy § o] §gd geaae <al § {1 o R
Frer 1 HeFT fean
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PROF. PJ. KURIEN {Kerala): Sir, at the outset, | 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, ete. It is necessary to remove these
restrictions. in the General Body Meeting, the shareholders themseives
had demanded that these restrictions shoul:! he removed. These restrictions
are aiso mentioned in the Statement of Otjects and Reasons and so, |
don't want to repeat them. This Biil has been 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 anid new basal adeguacy norms have been
introduced in 2004—we a!so nead o bring our banks to internationai
standards. Therefore, these amendments are needed, the capital base of
banks need to be increased. That is needad to maintain the international
credibility of the banks. Therefore, this Bili was necessary and is a welcome
measure. ‘

Having said that about the Biil. { would like to make some points and a
few suggestions to the hon. Minister. The other day, the hon. Finance
Ninister, in reply to a question on NPAs, had said that NPAs were coming
down. Now, we know that when a poor, ardinary man takes a loan of one
lakh rups:es or 50,000 rupees, and when hig is not able to pay it back, the
banks gc after him and thus, force him to commit suicide. Farmers cornmit
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 accumuiated. If we lcok into the NPAs, we find that these
are caused by big industrialists. | appreciate the =fforts made by the
Governrient to bring down NPAs. The Finance Minister has said that NPAs
are coming down. But, | would like to say that lots of funds are jocked up
in NPAs and there should be a slightly liberal approach towards one-time-
settiement. | understand that there are some guidelines for one-time
settlement. But, | can say it with some experience that sometimes banks
become more strict when peopie who hiave borrowed a few lakhs of rupees
approach them with a proposal for ane-time-settiement. 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 systern shouid be revisited, reviewed
and made more liberal; so that the banks could gain more funds from
people who have not repaid the moriey. The NPAs could be reduced this
way.

Sir, the other point that | would like i¢ suggest relates to the credit
deposit ratio. Banks talk about deposits and advances for a loan. Butifa
State-wise and district-wise study ¢f 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 itis very
low. 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 lotof gulf
remitiances. So, every bank is there. In one village, there are 18 branches

-of nationalised banks and ail of them are squeezing money and they are
collecting deposits. But when we approach for ioans, attitude of bank is
very, very negative. So, this Credit Deposit Ratio should be studied State-.
wise and district-wise and the Covernmenr:t should de secmething to correct
the imbalance in the Credit Deposit Ratic. it is needed for even developmerit
and correcting the regional imbalances with regard {o industry and
agriculture. Another point which | want to make, which has aiready been
made bv my friend on the other side, is ragarding SSi sector. Even after
this liberalisation and giobalisation and all that, our SSi sector is contributing
in a large way o employment generation and also for earning foreign
exchange. Quiie o good percentage of our export in industrial preducts 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 ceriain amount of employment,
$8i 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 kniow whether banks
have special policy to heip the SS! sector, but | think, it is not enough.
Banks should devise special policy and the $S8i sector shouid be given
loans 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 agricuiture
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 percent. 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 taker by people. So, there
are adequate funds'in the banks itself to help these pocr 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, itis 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 piease 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 agriculturai 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. Alsp, there is no preference for beys there, and there is no
*emale foeticide. In many places, number of girls is more as compared to
boys. Every person, however pcor fie 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
teils 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, ifthat inan was notrepaid, a personal risk was there. Therefore, the
loan was not given. So, | would r2quest the hon. Minister to make more
liberal provisions with regard ic education loan so that all meriterious
students, irrespective of their income, can get loan. it shouid 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 1o represent their
case before the Finance Minister with regard to the income-tax on the
profit of co-operaive banks. There are iot of representations in this regard,
and ! hope that they must have reached the Finance Ministry alsc. | do not
know whether the Finance Ministry has respended 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 2 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, Thiruvaila 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.

ot Y faardt (ST RV : STRR Heied, 78 i Welle fadeer am g,
T B WU W ¥, fent & fadier o63a &1 89 s9ep1 wapme samn mar € i S 9
U ©, 3T 9 SN foad €, 37 feadl 91 U 81390 & Wy f wg S S
SNYR B, I8 TS0 19R 1 F@A1 8 31 361 a1 I saw 731 & % ffe s =1
FHI R I 3aH 3R ot ISt stenfia o & fern it o1 &8 ererer S 92, et &
&, 7] GATH FHR 1 FOard 4wl | 30 gy § 398 <t 999 safasms aa
FE T ¢, 98 76 ¢ for 30 we 9% F1 9 Ier Afcen §, 9w 54 wfava @ w51
yfaerd F € T T SR gau yau™ g € S difdn wge g Wiy aften €, 3w 100
T 5 T 200 3N TF WAvd % THTI 10 Wiawrd sifen wee 91 € 7 ¥ THE S
ST UL, 9% S TR e {5 i 9o dieed ¥ 9w unes € 9 ¥ ot fifadi o sin
TS T YA THIS 1 T 41 | S wrayH & @il 0 ¥ 5w o Tl e a,
TREAWFENORAefF R fFn e wF MBI wos wedfe
-t St d el st wirm F ge e i w i 7r uF o anon et g ¥
5 30 S0 & IR da 1 Fsiianto F3n 9 & e €, 3R o fava =
W TR I3 e ¥ ofik fadEt @ s #1 gsi w1 7w Sl syrentifa o = )
Y 7g grgar § 5 39 fadas =1 @ 1 #18 saensdal A o | TR Sur | ot =
A&l ) 0 HAT 1 HF A1 1 g S WF 91 Fewa € 3Ty A H A & IR
a1 & o a8 dF 7= e A T F W A1 1 391 FEaifee 17 FU8 Q@ 9891 34 T
774 FUL S A, 39 T Ir@rd 959 F T SR HATR 427 FUS T A 1 A G agd oW
FH L E® 9, AfF § wmwa § e 50 99T ) 99 F0 5 O F w1 T8 3 fE
dehl & 3T forg YR FftenTor &t Ufhal Y& &) ST |
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W, ¥ FE 9Rd g fF o9 ot s & e a-gerew Al dwi @
e 9w % yid S favard €1 9Eied, ¥e € 98 o1 8 § o (90 Sl 61
FHi & a d, ardio fawme & s g, 9 S 709 Aril & S @ e & SR A
social obligations =1 wrifsre wefaeremd 78 wdl | 7R, 3R 99 § faeht ¢
&7 g™ IEHO ® N F §g §, a9 @ 1o srawen | R %) 4-H IR
frsfterTo Y sk & 21 Tt %1 w@e, 313 OF Independent Commission 331
o frgs 3114 former Finance Secretary #t 8o e 4 | IR o701 frdié

o us v fermn §, f9f ¥ 12 FT @ &-"There are concerns about the lack of
social orientation, fragility of the banking system and issues of economic
sovereignty and ownership.”

TERY, IEAF H S S 9g S % i w1 uiEm gE e, W e
arfefer Eya 3 gaw afen fawen Tmre g frguret g s @ § 1 3ge aga
e ST B e - Eren W gl ¥ 39§ gHyE & 89 dgd vufed gu R
TAMCTT 3T STAYATHAl 36 91F 1 § o g1 3197 77 u " stfe fawen amg &%
HR AR fowm & ddwifos a8 afed 3 & fau & 9 aSfen fifq ok
forei srerean 21 =ifew | wRiem, 11 =1 1§ o s @ yeem ag w1 R o fam
T = Forae ¥, 39 T@d gu AW R F 38 Afey foew § faa wre
faer afge, 39 wrae 98 faa w @ g

TAEA, WE 9V W sl H{E 30 TR AF wrard ¥owy € A qn § q@
sAard w1 i 5 9 fofess @m0 ¥ e 3% | s @ @ ¥ vy, ssh
=T &S T A 0 F e d 9 F1 fF wfv g9 1 91 g el | @
3 A - garen e S ¥ 1 T TS Ao 0 TR S i g ot 3T agd SR
R T ET F an i, eI @Tgs St 93 ¥ 39 off e ¥ 1 em weu f el
gad wafad #1 ff fawfe § fe =9 R F0-9-%0 4 ufqea @t s a8y,
3 HIW F &3 F 45 T FAE v9¢ F7 anavrwar € ok e @ feur ) faa
T TR FUE FIA E A @ &1 IS ot 60 wfaerd S ot g9 | fuen
arel fa<dta glawmsil § orgd 1 e 991 & T & SR & 40 99 e T,
wfw o off guw st @ agd @ ferm A w1 Gansll @ @R | z9few Sa ww
FFH ® G TG F q9 F A F e wH, T g #, fadee e
AN & A e § 93 g AEEE 7, 3T fTAM 1 4 a9 e W EE T
¢ &1 59 9T 4 S FDIs B S Fils ¥, 0 sner 1 faeft deand 2, St s+t
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Ysft &, 37 fafy 7 & o <1 wrfeq aifs g9 ST 190 Sfredt 59 R, ag 741
@9 W T ¥ wrR! geten w1 18 ol 3R weten § 39 @i A 7w aden
Fr1epTen & | TR ATt 7% favafaeer # U TR E st veAas iR W Ew
WA FRFW@E, the report says, "Rather it enhances the vuinerability of
the financial system by encouraging risky investments, increasing exposure
to global capital and putting pressure on the Government tc liberalise ex-
change rates and capitai flows " 78 5t argdt fadelt Far a1 .. (wma #1 9.
FDIis %1 3R Flis T St &1 78 s7rpfd $W ¢, S99 a9 T sdfegeen =t
guifed B &1 & Trem fewn 3 91 1 @aU d91 @ S E wfer Y e AR w
FE! TRl § [ 3% 99 oS THE WER A 71 3nfde Aifadl 1 gerer w0 w@iat
Y 9 g 1 @ ¥ T Bt & g € 79 o enfdw faw # wsm W
wfea FLEH ¥ 100 13 forga oo § ol S fs o fedndt wi s B i
TR TeTd fawn %1 o6 1 © € i ¥ wmga € e S adam gyl fadee §, et Hen
7 & T Re 3% 1§ ot ok 3731 ymaneit # faw ot Feitetw &1 g e e
WY | 98 9g7 & @At ard gri iR S gura ey € et &, 3w @ fawr @,
Tt &5 3 faeTa F1, 39 & T ot 79 I 6 FWehd | 3ufere A 39 fadaw
1 fatry =3 § 1 9ga-9gd ¥3ag |

SHRI TAPAN 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 {o 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
pubiic 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-il 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-11? Initially, the Basel- norm came and then Basel-Il came in 2004.
It provokes the banking system to shy away from lending to those sectors
which give vou 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, simuitaneously, the whole norm from Basel-| 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 ine social balance is altogether different. Butin a developing country
like ours, | hink, that norm is doing more a disservice than service because
in aur country when you see the banking system, it is not just an institution
for commercial lending, itis 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
all-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 cne. 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 pP.M.

neoliberal economic policy trajectory after 1990 and particuiarly 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 scciety, in generai. 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 evoive norms keeping in
view those parameters, particularly, in the light of the specific situaticn
prevailing in our country and fit those norms intc our slandards and
requirements. Again | repeat that banks are not merely for commercial
lending, but they are an instrument of growth when we censider the role of
public sector banks. So, | request the hon. Finance Minister to seriously
ponder over this aspect.

Ancther point is that in our case where we are trying to put these
parameters. Is it a compulsion for us? | understand that the compuision 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-ilis 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 sc, 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 compuision 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 aiso be reviewed.

My fast 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 itis 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 ¢an'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) Amerdment 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 per cent. 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. Butwhy 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 shouid
be reduced to 4 per cent. Thank you.

#ft Teifa 7RIS (TR : Wit Sqws il weiey, a=arR | § gq wiede faa &
981 # sitem & foe @ergen € ol g8 T § T o3t meiey o wiede faw +1 &g
g '

LU Q- e 8, S H S99 @ = | o agaist A seend 9T SR e
B F 9 Q@ qw e D e d ol arft wAR ww neete wee A we fo v i
1 SIgd HATH o7 ¥ ot s 3% agg rE Fm R )
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gt 5, Y& o R 7 30 gow ¥ S g9 siferes e | E, or I
gy et <l 3 gd H{E FLAFA € 1 T8 WA s FHR @ €, 3R 3= T
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e A 3 W W g 9 8 TRedte o T @ ) S arel iU oY 9 |
f& sqe! W TR A A A, e FF F1AE A T & g N uw w99
e % 9 3% e L i o0 e AR 31 3 % € T 3 dfafefima
Ty 7€t 33 &, T AR TEA o1 | AT HAeTd I8 o1 56 2R U S € S T
e ¥ e ¥ 3us o srataeH Afa fF aw e 3 A fedifse & sl s &
) T we 31N, 9 Wedtse o Nfafaiem w) & Wl e dN
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I T&IF & AP 98 e fok 3ruent Faaafed orm , aa 14 o faaaiftd @t
# e ¥ T O g 9 fiyehm | 7R Y Y=, 91s g AR T9e %1 Wt /9 o
T o 3R faeEfd B | et TR ek e aee F R R § I e |
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e & o afz Reelt 3 S @ o feran &, o9 o 1t foran , ofrey 7ga foren @ @fF
PR el A Toran @ & 9% %71 12 ol 38 ORER 9§ S9c @aid T § | e
A orer T wTa &, 98 & o 7 w3 ) 3 PR g Ty v g feA <
T4 B ST | AT S 9T WITHT §E T | 3Aiae Iuawifid S, 39 qHes!
wv feon s9% forg § orae) v=gane a1 § 1 36 AT 39 qE wHY 21 Wy, #
retal T |

. 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 pgints 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 séverely 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 ¢rores 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 fuli-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
tending, 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
guick 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 into 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 valu2 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, therge is great opportunity to raise
capital in the market. When we raise capital in the market, that is not
disinvestment. Government's shareholding gets dituted, but that is not
disinvestment. If the principal shareholder-is not ablz to put in the kind of
money that is required to support the expansion, the institution should not
suffer, the business should no suffer. It shouid be aole to raise money in
the capital market. When it raises w.oney. the capita! 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 cent. 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 teli yo'i. 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 pationalised 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 BRINDA KARAT: | am just clarifying it. Thank you. | needed
that clarification because there is a lot of misinformation which has been
given.

SHRI P. CHIDAMBARAM: No, nc; 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 s0. We have to raise capital. We can raise capital
at a premium today. Butin 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 65 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
atwhich 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 wiil not go below 51 per cent. in SBI, our
holding will not go bekow 51 per cent. And SBI's holding in the subsidiary
wili not go below 61 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 Parliamentis clear, at
ieast, 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 all 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
itis 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 jock at it, the four per cent head room,
additional head room which we will get, will mean severai 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 flnor or the minimum shareholding of
the Government will be 51; and number three, the idea is to glve them
more head room to raise capﬂai in the market.

The fact that we are now saying, please make it 51 ratherthan 55 as a
nationalised bank, does not mean that we willgoto 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 raise capital and bring
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my shareholding to 75, | may get enough capital eve:l when | dilute 25%

| may dilute 35 per cent and get enough capital. \WWhat 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 wiill make it clear that
the Government has no intention and the Government will not propose that
the sharehoiding 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 hoiding is 7% per cent. Now Rs. 50 crore is the shareholding,
Government holding and Government means through the SBI. 1 am using
it very loosely 'Government holding’ of this Rs. $0 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 I 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
7G0-800 crores which can be raised ...(Interruptiors)... Only one bank.
...(Intefruptions)... That is all | am trying to say. It gives you headroom to
raise capital. ...(Inferruptions)... At a given time— this is the price today.
Now, if you dilute it, say, three years and 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—Ilet
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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 doliars worth of exports, 156 billion doilars worth of
imports. They are growing at 23 per cent a year. Indians are trading, buying,
seliing. 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. ...(/nterruptions)... 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 mustbe part of international business,
it must get a share of international business, it must jet a share of india’s
international trade. indian companies acquire companies abroad, those
financing arrangements must be put together by Inciian 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
China, 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 8 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 markat 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 thatis what is driving

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

must go abroad and the worid wil' do business with our banks only if our

banks meet Basel {| norms. Who will honour an Indian bank's LC if an
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indian bank does not satisfy Base! 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. Itis 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 morniny. Agricultural credit has doubled in two years. We set
a target for three years. We doubied 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 Bi!! further to amend the State Bank of Saurashtra Act,
1950, the State Bank of Hyderabad Act, 1966, and the State Bank
of India (Subsidiary Banks) Act, 1959, as passed by Lok Sabha be
faken into consideration,

The motion was adopted.
SHRI TAPAN KUMAR SEN: Sir, | have got one clarification.
MR.DEPUTY CHAIRMAN: Ng, | have started.
SHRI TAPAN KUMAR SERN: ! just missed it.

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

SHRI TAPAN KUMAR SEN: Okay
Clauses 2 1o 4 were 27ded to the Bill.

MR. DEPUTY CHAIRMANM:. Now, we shall take up Clause 5 for
consideration. There is one amendment by Mr. Tapan Kumar Sen. Are you
moving the amendmani?

SHRI TAPAN KUMAR SEN: | am not moving the amendment buti am
sesking a clarification. The hon. Finance Minister requires headroom and
at present the character of the aquity holding in the subsidiary bank by the
State Bank of India gives enough headroom from somewhere between 70
per cent to 55 per cent, scmewhere 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 capita! for subsidiary bank is aiready there. So, Hhink, there should
not be any difficulty for the hon. Finance Minister to accept my amendment
and in putting a cap. The SBl may be different from the other banks in our
country ic keep a cap on gilution 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 amandments based upon
work that has gone on in the last year. We are doing nothing different fromn
what is aiready available. The provizion is already there in thie Acts which
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govern the nationalised banks, namely, 51 per cent. As | said, whether itis
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, whetheritis 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.

SHRITAPAN 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. '

it QU W@US (9T WeW) : 7Y oft S s HU W 2
Sl a1 A TR W P gum ot AR d -
[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

424



(17 May, 2007] RAJYA SABHA

...(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 Bili 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 Sabhg, signed by tha 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 heid on the 15th May, 2007."

MR. DEPUTY CHAIRMAN: We wili 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 hpn. 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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