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I STATUTORY RESOLUTION, SEEK-
ING DISAPPROVAL OF THE BANK. 

ING COMPANIES (ACQUISITION AND 
TRANSFER OF UNDERTAKINGS) 
ORDINANCE, 1980 (No. 3 OF 1980) 

II.     THE    BANKING     COMPAND3S 
(ACQUISITION AND TRANSFER OF 

UNDERTAKINGS)  BILL, 1980 
THE VICE-CHAIRMAN (SHRI DINESH 

GOSWAMI): Now we come to the next item: 
Statoury Resolution seeking disapproval of 
the Ordinance and the Banking Companies 
(Acquisition and Transfer of Udertakings) 
Bid, 1980. Both of these will be taken 
together. 

SHRi JAGDISH PRASAD MATHUR 
(Uttar Pradesh): Sir, I beg to move the 
following Resolution: 

"That thi8 House disapproves the 
Banking Companies (Acquisition and 
Transfer of Undertakings; Ordinance, 1980 
(No. 3 of 1980) promulgated by the 
President on the 15th April,  1980." 
THE MINISTER OF FINANCE (SHRI R. 

VENKATARAMAN): Sir, I beg to move: 
"That the Bill to provide for the 

acquisition and transfer of the undertakings 
of certain banking companies,  keying 
regard to their    size, 

resources, coverage and organisation, in 
order further to control ike hieghts of the 
economy, to meet progressively, and serve 
better, the needs of the development of the 
"economy and to promote the welfare of the 
people, in conformity with the policy of the 
State towards securing the principles laid 
down in clauses (b) and (c) of article 39 of 
the Constitution and for matters connected 
therewith or incidental thereto,, as passed by 
the Lok Sabha, be  taken  into 
consideration." 

[The Vice-Chairman,    (Shri R.    R. 
Morarka) in the Chair]. 

Sir,  as hon.  Members are     aware, 
Government had nationalised in July, 1969,  
14 major commercial bauks incorporated in 
India each with deposits exceeding Rs.   50  
crores in  order to gain   control   over the   
commanding heights of the economy for 
the attainment of national and economic 
objectives.    It  had     then been visualised 
that public ownership of these banks would 
help in more effective mobilisation of 
savings and their channelization  for 
productive purposes. Since nationalisation,    
the   performance    of these banks has been 
very creditable. Bank    services have 
grown    rapidly, particularly in the    
hitherto     under-banked rural and semi-
urban    areas, and... 

SHRI A. G. KULKARNI (Maharashtra); 
Which bank has increased? 

SHRI R. VENKATARAMAN: The number 
of branches of public sector banks has 
increased from 6596 in June 1969 to 25,028, 
including those of the Regional Rural Banks 
as at the end of December, 1979. Out of these, 
the number of branches in rural areas came to 
about 47 per cent, in semi-urban areas 24 per 
cent, in urban areas 15 per cent and in 
metropolitan areas about 14 per cent. The de-
posits of the public sector banks have also 
increased from Rs. 3871 crores to Rs. 25,977 
crores during this period. 
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Progressive increase was also registered in the 
deployment of bank resources for the 
neglected sectors and weaker sections of 
society. Advances of the public sector banks to 
the priority sector as a percentage of their total 
credit has risen from 14.6 per cent in June 
1969 to 33.5 per cent in September 1979. The 
amount which was advanced to the 
agriculturists at the time of nationalisation of 
banks in 1969 was only Rs. 162 crores and as 
in June, 1979, it was Rs. 2244 crores. 
Government are committed to 4 P.M. 
implement the 20-point Programme 
vigorously. In the context of the Government 
policy to •accelerate rural development and 
provide employment opportunities to the 
unemployed particularly in the under-
developed and backward regions and rural 
areas, public sector banks have undertaken to 
enlarge the flow of their credit to priority 
sectors and in rural areas. By 1985, they are 
required to achieve the level of the. advances 
to priority sectors from the existing 31 per cent 
to 40 per cent of their total advances. Within 
this overall target, a significant proportion 
would be de. voted to beneficiaries of the 20-
point Programme. It was felt that Indian 
banking companies in the non-natio': lised 
sector which have registered a rapid growth 
during the recent past should also he subject to 
a more effective and meaningful direction and 
.ontrol so as to make them an integral part of 
the development effort. 

As Parliament was not in session and 
immediate action was necessary, the President 
promulgated an Ordinance on 15th April, 
1980, to provide for the nationalisation of the 
six Indian private sector banks having demand 
and time liabilities exceeding Rs. 200 crores 
each as on March 14, 1980. These j Banks 
were: The Andhra Bank Ltd. Corporation 
Bank Ltd., The New Bank of India Ltd., The 
Oriental Bank of Commerce Ltd.,. The Punjab 
and Sind Bank Ltd., and Vijaya Bank Ltd. The 
total demand and time liabilities of these 
banks aggregated   Rs.   ! 

2356 croreg as on March 14, 1980. The 
present Bill which has already been passed by 
the Lok sabha seeks to replace this Ordinance 
by an Act of Parliament. 

The Bill provides for the payment of 
amount totalling Rs. 18.50 crores t» the six 
existing banks on the basis adopted in the past 
when the 14 major commercial banks were 
nationalised in 1969. This amount wiU be 
payable at the option of the existing banks—
in cash in three annual instalments with 
interest at the rate of 5.5 per cent per annum 
or by issue of Government securities o.f 10 
years carrying interest rate of 6 per cent or of 
30 years with interest rate of 7 per cent or a 
combination of the two. With the incorpora-
tion of tha six largest private sector banks in 
the public sector, the total deposits of the 
public sector banks would be about 9l per cent 
of the deposits of all scheduled commercial 
banks. 

While commending the Bill for consideration, 
I may mention that it followg closely the 
provisions of the existing 'Natonalisation Act' 
passed by this House in 1970. As in the earlier 
Act, the present Bill provides for the 
management of the new banks each by a Board 
of Directors to be constituted by Government 
after consultation with the Reserve Bank in 
accordance with the provisions of a Nationa. 
ligation Scheme to be framed by Government 
under the provisions of the proposed enactment. 
The broad-based Boards of these banks 
providing for the representation to be given to 
various interests such as employees, ' depositors, 
fanners, artisans and other experts will 
accordingly be constituted by Government after 
the Nationalisation Scheme is framed. 
Employees of the acquired banks would 
automatically become employees of the corres-
ponding new banks. 

With the inclusion of these six banks in the 
public sector, Government hopes that the 
implementation of the 20-Point Programme 
will become more  effective  and  fruitful. 
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[Shri R. Venkataraman] 

Sir, I would not like to take more time of 
the House on the other provisions of the Bill. 
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 The quetions were proposed 

THE VICE-CHAIRMAN (SHRI R. R. 
MORARKA); The Resolution and the motion 
are now open for discussion.    Mr. Kalyan 
Roy. 

SHRI KALYAN ROY (West Bengal): Sir, i 
thank you for giving me a chance out of turn. 
We definitely support this take over; it is a 
correct step and it is a good step. But in regard 
to the aims, the hon. Minister has said about 
channelising for productive purposes and 
giving a meaningful direction. These are very 
unconvincing. As a matter of fact, one of the 
very famoug weeklies has pointed out that the 
official explanation is weak and uncertain. 
That is why, it has raised doubts. If actually, he 
means to take over and channel the resources 
for productive purposes,, we fail to understand 
one thing. There are 42 to 45 private sector 
banks, for example, like the South Indian 
Bank, ihe Catholic-Syrian Bank, the Laksh-mi 
Commercial Bank, the United* Western Bank, 
the United Industrial Bank, the Bank of 
Cochin, the Lor3 Krishna Bank and the Bank 
of Rajasthan. Why have they been left out? 
You can get much more money from these 
banks to channel the resources in the right 
direction. Hence, something else is there. He 
should come out boldly and plainly to expose 
the champions of the private sector, is it not a 
fact—I think, he will he able to say—that a 
study of the capital structure of the private 
sector banks, as on 31st December, 1977, 
reveals that on the application of ratio of paid-
up capital and reserves to deposits,, eighteen 
banks with deposits totalling Rs. 1,915 crores, 
had a ratio less than, the national average of 
1.4 which itself can be rated as utterly 
unsatisfactory. Sir, you may recall that in the 
sixties, the continuous fall in the capital 
deposit ratio was viewed by 1he Reserve Bank 
of India with great alarm and it suggested a 
capita I-•deposit ratio of 7.5. On the represen-
tation of the Indian Banks Association, the 
ratio was reduced to 6.0.   Now, ]et 

us see one example. Take, for example, the 
Punjab and Sind Bank Limited, in the matter 
of the ratio of paid-up capital and reserves to 
deposits, the bank appears to be at the bottom 
of the private sector banks. The shareholders'  
stake  in  the  Bank     ia 
1977 was 57 paise for every hundred 
rupees worth of deposits, their Board 
of Directors commanded. 

In 1978. this stake was reduced to a mere 
45 paise and by the end of 1979, it is expected 
to move below 40 paise. This is a scandalous 
situation in the PunjaD and Sind Bank 
Limited. Then, take, for example, the Oriental 
Bank of Commerce. This Bank is placed next 
to the Punjab and Sind Bank Limited. Here 
also, the shareholders' stake in the Bank in 
1977 was 58 paise for every hundred rupees 
worth o~f deposits and, today, the ratio 
remains the same more Or less. Then, take, 
for example, the Lakshmi Commercial Bank 
Limited. The capital-deposit ratio of this Bank 
was 0.98 in 1977 and it has since come down 
fb 0.64  
1978 and it is expected to maintain a 
further declining trend in 1979. The 
share-holders' stake, which was 98 
paise for every hundred rupees worth 
of deposits, has gone down to as low 
as 64 paise in 1978. This is the scan 
dalous, shocking and alarming pic 
ture of the private sector banks. If 
the intention is t0 mobilise the re 
sources for productive purposes, then, 
why does it stop here. This ig ihe 
criticism. Not only this. I charge 
these banks. Government knows 
it very well and is also aware 
of it. In these banks, particu 
larly, in these six banks, a few families 
have taken bulk of the shares. The 
Punjab and Sind Bank is controlled 
by 20 families, which includes the 
Majithia and the Charanjit Singh 
group. They have taken over the 
entire bank. Nobody is allowed to 
buy shares. Secondly, Sir, these banks 
today have become personal jagirs 
Leave aside absence of uniform policy 
on promotions, transfers, proper 
salary. The extent of bad advance is 
alarming in all these banks—advance 
without  securities,   advance     without 
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scrutiny etc. As a matter of fact, Sir, it has 
been stated that when these banks,, particularly 
the Punjab and Sind Bank and other banks, 
processed legal caseg against defaulting borro-
wers it was found in a maj'ority of the eases 
that either the security documents were 
incomplete Oj they had become time-barred. 
This is the situation. 

Now about  the  situation    in    the Punjab 
and    Sind Bank—if 1 could draw his 
attention to this—is he aware that there is a 
firm called 'Juneja Export',  a smalMtrm in 
Karol Bangh? They secured a letter of credit   
from tbig Bank to the extent of Rs. 4 crores to    
export   Rs. 4   crores   worth of woolen goods 
to Iran. When the goods was intercepted by 
the Customs, it was found that instead of 
exporting wol-len goods they were trying to 
export rotten torn rags and this firm did not 
give any documents to the Punjab and Sind 
Bank to establish the claim for Rs.   4  crore 
credit.    And   the  whole Rs. 4 crore credit 
now is a bad advance and it has been master-
minded by Shri Surjit Singh Kakkar, head of 
the Internal Banking Division of the Punjab 
and Sind Bank.   Now this case has gone to 
the CBI for investigations. Why is it not being 
made public,   why is it not being shown to the 
people, why is it made a hush-hush affair? Let 
him mobolise the people if he wants to 
mobilise resources. 

Then, Sir, is it not a fact that the same 
Punjab and Sind Bank gave a letter of credit 
to the extent of Rs. two to three crores to 
Jain3 Company Enterprise in Singapore? 
They were tQ export rapeseed to India. In the 
meantime what happened? Neither was there 
any rapeseed in the ship nor anything else in 
the ship. So, deliberately the ship was sunk. 
And this particular company through the 
Punjab and Sind Bank wanted Rs. 2i Crores 
as compensation from General Insurance. 
There are about 50 cases like that. This case 
is also being investigated by the CBI. I can 
see the Finance Minister smiling. He can 
deny 

 RS-S. 

it if I am saying something wrong. Let him 
say on the floor of ttte House how this Bank 
wag operating. 
So, Sir, I do not understand how the same  man,, 
Mr. Inderjit Singh,    has been kept as the 
Custodian, the ma» who is dominating the firm 
and the hank with his sons.   As a matter of fact, 
this particular bank is interested in speculative 
land buying,     luxury house-buildup multi-
storey  building and all kinds of things.      And    
this particular Punjab and Sind   Bank has given 
about Rs. 5 crore to M/s. Skipper Contractors 
and Company in Delhi and this particular firm is 
controlled by; his 30ns.    And this Mr.    Ihderjit 
Singh has been kept as Custodian. Is there any 
sense of responsibility, Mr. Minister? The first 
step is to remove the custodian who are 
responsible for these "bad advances and bad 
credits to such a large number of people.     So, 
Sir, my humble suggestion is that no 
compensation should be paid. Rs. I8.5i crores 
should not be paid till all these cases of bad 
advances are thoroughly scruitinised.   If it is 
found that these advances are not bona fide 
advances, they should  be deducted from    the 
amount that is to be paid to the bank owners.   I 
want to know whether   he agrees tnat there 
shoul315s a thorough indepth inquiry, a probe 
and investigation into how many loans are batl 
in these banks before determining the amount of 
compensation.      All cases aver and above Rs. 
10 lakhs   should be probed into to And the 
extent «f bad management in those firms.    My 
last point is this,   (Interruptions)    I think Mr. 
Kulkarnj who alstr   agree with me. 

SHRI A. G. KULKARNI: You want bank 
nationalisation, you want trade unions. 

THE VICE-CHAIRMAN (SHRI R. R. 
MORARKA); Order please. 
 SHRI KALYAN ROY: 1 am finishing, Sir. 
A3 has been pointed out— and quite correctly 
too—the point is being raised, after all what ig 
the purpose of bank nationalisation? Whether 
we are working in the     rign* 
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direction?   A scrutiny has to be done 
drastically  to  cure the     nationalised banks 
from sickness.   Sickness is due to heavy 
advances t0 the sick industry. It pays.to become 
sick, to get sick and get advances from the     
nationalised banks.   The funds sunk by 
commercial banks in sick industrial 
undertakings have reached a staggering figure    
of Rs. 1062 crores by December, 1978.   If you 
include the National Textile Corporation's 
advances and the advances which have become  
sticky and     for which the banks are 
deliberately suppressing the information from 
the con. trolling authorities,     the  t°tai funds 
sunk in the sick industry would add up  to  
anywhere  between  Rs.   2000— 2500 crores.    
1 am reading this from the Journal of Banking 
Studies published from Delhi. In other words, 
the total scheduled     commercial    banks' 
advances  as at 31st December     1978 stood at 
Rs. 17808 crores.   This means, 10 to 15 per 
cent of the total advances are, for all intents 
and purposes, irrecoverable.   So my humble 
question is this.    What, is this     Department     
of Banking Operations and Development 
doing?   Is he satisfied that it is doing a good 
job, a proper job, or a correct job? Because I 
find one paper which has hailed the take-over 
of banks has said  about  those  who  are  most  
unhappy  about  this takeover.    I  quote from 
the Journal of Banking Studies January—
March, 1980: 

"The worst affected  out of    this 
nationalisation are- the Inspectorate of the 
Reserve Bank of India, Department of Banking 
Operations and Development, wtio have lost a 
benevolent source of 'sumptuous hospitality".   
There are scores and scores of 'sharp practices' 
which had deve-     loped in these banks;  but 
simulta-    neously, they had developed a won-    
derful  capacity to make the RBI's Inspectorate 
to  gloss     over     these practices.   The RBI, 
instead of functioning as a watch-dog over the 
activities of these banks, had actually 

been  acquiescing in  the     development of 
sharp practices". 

This is absolutely correct that this department 
was the worst affected. Otherwise you cannot 
explain Rs. 2000 crores advance to the sick 
industry. These Inspectors are supposed to 
monitor. But they are hi league with them. Sir, 
I read from one journal which has raised this 
question. I am quoting: 

"And how about the RBI and its 
prestigeous Department of Banking 
Operations and Development? What type of 
inspection its    inspectorate has been 
conducting with a view to develop   Indian   
banking   on   sound lines?    What degree of    
correctives it has been applying throuhg    the 
much  advertised Credit Auhtorisa-tion 
Scheme?   Incidentally , the units included in 
the RBI'S survey    are those falling under the 
scope of the Credit Authorisation Scheme.      
Do we take that when these units were in  the 
process of developing sickness, the lending 
banks were renewing their    banking   
facilities    year after year,  and the DBOD of 
RBI had simply been acting as a rubber stamp  
in  approving  these     extensions year by 
year.   Could there be a better example of an 
abdication of responsibility on the part of the 
RBI? 

. We feel that this colossal bungling in the 
Indian banking industry deserves a 
thorough probe by an in-development 
authority, totally detached fom the RBI, 
with a view to find out the exact truth." 

It is necessary to know the exact truth. It 
has been stated that all these advances to 
the sick industries have made serious 
inroadg into the very viability of the 
banking system and today the grim prospect 
before the banks is whether the foundations   
of 
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the Indian banking industry will survive this 
serious onslaught by the corrupt top bosses of 
the RBI and its inspection staff and the 
corrupt champions of the private sector who, 
together, have looted about Rs. 2,500 crores. 
This is the challenge to Mr. Venkataraman 
and I hope he will reply to it. There has been 
this alarming growth in corruption in the last 
five,, six years and till today no effective 
action has been taken to root out corruption in 
the RBI and the public sector banks. 

Mr. Mathur had mounted an all-out attack 
on the nationalisation of banks. We want to 
defend nationalisation and nationalisation of 
banks. We want total nationalisation of all the 
banks. At the same time, thereare skeltons in 
the cupboard which you have to clear.   
Thank you. 

SHRI A. G. KULKARNI: Sir, after the 
thunder which preceded me, I wonder whether 
I can make any impact on the Finance 
Minister. And my thunderous colleague is 
leaving just now and leaving us to the mercy 
of the banks. We can get agitated about more 
pay to the employees but, anyway, we have to 
take care of the banks as mature leaders in this 
House. 

Sir, I am at a loss to understand whether, 
left to himself,, the Minister would have come 
to this decision because I know his pragmatic 
approach to all the economic problems. Any 
way, nationalisation of these six banks has 
taken place and we cannot escape that fact 
now. Already there were 14 banks which were 
nationalised and so we could not have let 
them off. I do think that now the time has 
come not to stop at this stage. The smaller 
banks also have all the characteristics of these 
other bigger banks. Though their deposits are 
small, their contact with the people is large. 
Besides these nationalised banks, that is, four-
teen plus six, there are many other small 
banks whose area of contact is far larger than 
all these banks put together because they cater 
to  small 

persons like the agriculturists and traders. 
Now the time has come , fa remove this 
diarchy or ad-hocism in the nationalisation of 
banks and to see that once for all the banking 
structure comes into the public sector 
whereby more attention can be paid to im-
provement in the working of the banks. 

Sir. I would really have liked the Finance  
Minister  to  describe,  in  his opening speech, 
what the     problems are.  Many studies have 
been    made after the nationalisation.   Sir, 
you are also a well-known authority on that: 
you have also studied this    problem. We 
found that these  banks are    not standing  up  
to  the  test  of     service which is required of 
them.   And when it   is Parliament's desire    
that  more money should be given to the 
priority sectors like agriculture, they are ex-
pected to function with efficiency.    I think 
the Minister of Finance of this great     
country—where     Rs.     25,000 crores are 
involved and in fact more money is going to  
come during    the next five  years under the     
banking sector—will appreciate the point that 
there is a necessity of reviewing   the entire 
structure and service    to    the consumer 
because at present the approach seems to be 
service to the employees  and  not  to   the     
consumers. Sir,  the  Finance    Minister  gave 
me certain examples that the nationalised 
banks have increased their bran-    ches.    
That  is   well  and  good.     But that can also 
be done without nationalisation  of banks.    
So     increasing the branches is not the 
criterion with me.    My     criterion  is     
service  and satisfaction    of the     
consumers, and particularly  the  poorer' or 
the  weaker sections. 

Sir, I may bring to the notice of the Finance 
Minister the recent speech of the President of 
the Indian Banks Association, the speech of 
Mr. Nambiar He himself has stated that 
nepotism and corruption are evident on a very 
large scale in the banking sector in this 
country. It may not be  in  the  same  very  
words  that  I 
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[Shri A. G. Kulkarai] am saying.   It may be in 
a more diplomatic language, in a subtle langu-
age, because English can be used in a very 
subtle manner.    But, by and large, that is the 
position. I was just now    reading in  an     
article in the Economic Times the views 
expressed by Mr. Nambiar.    Sir, I d© not 
want to go into the question of the admiai-
stration  expenditure which has tremendously 
increased in    the banks. As a person vitally 
interested in the small-scale    sector,     I find 
that the nationalised banks or the other banks 
are df very little use to this sector. For the 
information of the    Finance Minister, I may 
tell him that he   said that the priority advances 
have gone up" from Rs.  14.2 crores to Rs. 33.5 
crores; and in the agricultural sector from    Rs.  
152    crores to    Rs. 2,244 •crores.    
Laudable,     though  I  differ from him in the 
sense that the agricultural finance should not 
be a die-rarcby  in this country.    It must go 
through  the co-operatives if he has an abiding 
faith, if the country   and the    Government  
have  an    abiding faith, in the co-operatives.    
At present, what is the worth of the agricultural  
sector,  the  small-seale  sector the weaker 
sections sector? From the     stataementof    Mr. 
Nambiar I found that Rs. 2600 crores are over-
due, Sir, the Finance Minister has to give them 
the same authority as to the co-operative 
banks, to treat all these loans as revenue loans 
for recovery, these  agricultural  loans  which  
have been stuck up.    I think the Finance 
Minister will take care of it.   I want to read  
some more  statistical information I have got 
from the Eastern Economist.    It is only for the 
small-scale sector.   "Credit limit sanctioned 
for the    small-scale    sector:      total 
sanctioned Rs. 939 crores in 1972, up to 1976,    
Rs. .1814 crores."    Now    it might    be    Rs.  
2.000    crores or Rs. 2,200  crores    Then,  Sir,  
the     number of units held is 1.25 in 1975; 
now it is 3.00; or might    have increased 
marginally from this.    But the basic point is 
that the average limit sanc- 

tioned per unit was Rs. 76,270 i» 1972, while 
in 1976 it has come down to Rs. 60,270. 
Lately, it has come down to Rs. 55,000. Sir, 
this is the position about the small-scale 
sector, which is included in the priority sec-
tor. I think the Finance Minister will see to it 
that the small-scale sector gets its due share. 

I may read more about the performance of 
the small-scale sector. Though I do not want 
to take my time and his time in reading the 
whole thing, because I can immediately lay 
my hand on these statistics, I may quote 
certain things out of it. Small-scale is a very 
formidable sector. The small-scale sector was 
Rs. 43,065 crores, while the large-scale sector 
was 11,203 crores. Now, as regards 
employees' benefits, total wages, fixed assets, 
etc., wages are 46.1 per cent in the small-scale 
sector and 21.1 per cent in the large-scale 
sector. These are the latest figures. The 
employment, as you know, in the small scale 
sector, is about 30 to 40 per cent of the total 
employment generated in this country. So, 
total sales are available, total employment is 
available. Looking to that, I think, Sir, credit 
available is too meagre, and the quality is 
very poor. 

I would only bring to his notice two or 
three aspects of the loans given to the small 
scale sector. I myself receive some loans as 
small scale sector because I have a small 
factory. That is why I want to bring it to his 
notice. Sir, the rate of interest was increased. 
Many a time I have raised it in this House. I 
collected some statisics. The State Bank of 
India observes the ground rules. I have to say 
that the State Bank of India observes the 
ground rules and the interest to be charged to 
the small scale sector. But, leaving the State 
Bank of India, no nationalised bank observes 
the ground rules.    Sir, the rates are 
something 
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between 14 to 20 per cent. He will never 
believe it. Perhaps, the Finance Minister 
will only refer to the Reserve Bank of 
India guidelines or whatever his officers, 
sitting here, would give him. But I am the 
rece-pient of loans, and I know many of 
my colleagues who are taking loans. So, 
Sir, that is  what I say that all the banks 
must join the mainstream. There are 
many banks. I do not want to name them 
because they will unnecessarily stop 
credit to me and I will unnecessarily be a 
victim of my political activity in 
Parliament. Sir, what is happening? The 
rate of interest charged by the bank3 in 
Kolhapur, Sangli, in West Maharashtra, 
in Madras—you go anywhere in the 
country—is between 15 to 20 per cent. 

SHRI SADASHW BAGAITKAR 
(Maharashtra): There is a case of a 
nationalised bank in the Usmanabad 
District charging 31 per cent. 

SHRI PATTIAM RAJAN (Kerala): 
They are again going to increase the rate 
of interest. 

SHRI A. G. KULKARNI: That aspect 
will come later. For the Finance Minister 
this is the stage. Then, Sir, if he is 
interested and if he wants to improve 
himself, I can quote. For sending money 
from a remote area to Bombay we 
purchase drafts. I remember, ten years 
back it was Re. 1 or Rs. 1.50 P. per thou-
sand rupees. Sir, now it is Rs. 8 or Rs. 10 
per thousand, you would remember. 
Then, Sir, service charges of many other 
kinds are collected. For goods sent to 
Bombay—I deal in cloth—I receive 
drafts. They take 15 days to transfer the 
amount. The bank are not only Multanis 
but they are the fathers of Multanis 
because previously it never happened like 
this. Naturally, everybody always tries to 
contact Bombay or Madras or 

the port cities or whatever they are 
asking the traders whether they have sent 
the drafts. Shri Ramanand Yadav is also 
laughing. That means he knows about it. 
On phone we are told by the trader that 
the money has been sent by draft number 
such and such and that it has been 
transferred to our account. We are asked 
to go to the bank. However, the Agent 
says that it has not come. After 15 days it 
comes. Whose father hag to give its 
interest? I am really sorry to say this. I 
am groaning and am pained for 40 per 
cent charges for servicing loan given by 
the bank inclusive of interest.  (Time bell 
rings)- 

I will take another five minutes be-
cause I have still not completed. In fact, 
I am just starting it. My another 
colleague is there. I was to initiate the 
debate. But I had to accommodate my 
great friend, Mr, Kalyan Roy. 

I would ask and request the Finance 
Minister: For Heaven's sake do not 
appoint committees because committees 
means another ten years. You appoint 
me as your adviser on this. I can give 
you advice within two minutes, and 
about what action can be taken in 
another three minutes, and finish it in 
five minutes. 

Then, Sir, about the new impost, the 
Reserve Bank Governor says that it is 
0.25 per cent for the small-scale sector 
and l-25 per cent for the large-scale 
sector, that it is pro rata and that is the 
Government directive. If I show him that 
7 per cent is charged to the borrower, is 
he going to sack him, sack the officers of 
the bank? Sir, I don't think that is  ever 
possible. 

Then, about corruption and what Mr. 
Kalyan Roy hag stated—here I want 
your indulgence for another five minutes. 
Corruption, Sir—you cannot think of it 
now. I do not blame the administration or 
the Department of Banking or the 
Reserve Bank.    Sir, corruption ig due to 
him 
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We, politicians, have injected corrupt 
practices in all the nationalised banks. For 
appointments, there are may boards, banking 
recruitment bodies, etc But nothing happens. 
We, politicians, protect the erring man and 
that is why the bankers have become corrupt. 
Then, Sir, the Custodians of the banks get 
political appointments. They are also part and 
parcel of this corrupt system of operations. I 
can give many instances. But it is no use 
naming persons here in their absence. Sir, I 
only want to say that so far as the employees 
in the banking sector are concerned, they just 
do not bother about the customer. They 
neither bother about the customer nor about 
their higher-ups. I have deep faith in 
nationalisation, but there must be some 
system whereby these people must be made to 
work. 

Sir, my friend, Mr. Mathur, as well as Mr. 
Kalyan Roy referred to a case of the 
Chairman and Custodian of Punjab and Sind 
Bank. Sir, he is the luckiest. Sir, the cat has 
nine lives. But his chap has 18 lives. He is 
more than a cat. The point is, this man has 
swindled Punjab and Sind Bank, has 
defrauded the money given under his charge 
and yet has been successful in being 
nominated as the Custodian of Punjab and 
Sind Bank. I know that Mr. Venkatara-man 
can do very little in this respect. But now let 
us see whether something else, some magical 
force he gets and he acts on his own initiative. 
Sir, I do not want to go into this question 
whether he was a clerk or something else. 
People can rise from the position of a clerk to 
the position of a Custodian. I can encourage 
such persons. But the problem is, he is using 
all nefarious methods. I do not want to accuse 
my Punjab friends, "but he is supported by 
every sector in Punjab that he should be 
appointed the Custodian.   He haa obliged all 
the political 

heavy-weights in Punjab and Delhi, and he 
has been successful in getting the 
appointment. Sir, when the late V. V. Girl 
was Chairman of this House, he used to 
advise me. I was a newcomer to the House 
and I used to raise emotionally many 
problems. He used to say, "Mr. Kulkarni, you 
first write to the Minister concerned and then 
,raise this point". And since then I have been 
very careful. Though Mr. Giri has passed 
away, I am following that practice. I wrote to 
the Finance Minister five days back. I also got 
a receipt from his secretary, because 
Ministers also nowadays, because of very 
heavy work, forget to acknowledge letters. I 
particularly brought this point to his notice. 
Regarding this gentleman, Mr. Kalyan Roy 
has stated about the export case. There are 
cinema3 owned by his children and then there 
are many other nefarious activities. If I go 
into them, it will become a long lost. But, Sir, 
I have given this in writing to the Finance 
Minister. May I know from the Finance 
Minister whether he has received this letter 
from me? 

SHRI R. VENKATARAMAN: I wiil repfy 
to it later. 

SHRI A. G. KULKARNI: Have you 
received my letter? Otherwise, I will take 
more time. 

SHRI R. VENKATARAMAN: I have 
received and I will reply   to it. 

SHRI A. G- KULKARNI: Then, I do not 
go into it. But this man is very heavily 
supported by the politicians. But you can take 
at least one action. All the money which is 
due because of the mismanagement has to be 
recovered. Otherwise it will be Government's 
funeral to face Parliament. 

In the end, I woul^ say that a review of the 
banking operation is necessary, not through 
committees. Many studies have been made. 
Now that there is going to be the Central 
Agricultural    Bank, all    agricultural 
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loan3 should be diverted through co-
operatives so that the recovery problem 
will not be there. Then, the total 
servicing charges for small-scale 
industries, including rate of interest, 
must not exceed 15 to 17 per cent and 
the various service charges collected 
have to be monitored by the Reserve 
Bank of India very seriously, and lastly 
this great man, Mr. Inder-3 it Singh, has 
to be removed from the post of 
Custodian of the Punjab and Sind Bank 
and all his black deeds    have to    be    
enquired    into. 
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SHRI NARASINGHA PRASAD I NANDA: 
(Orissa): Sir, I am on a point of order. We are 
discussing a very important measure, the natio-
nalisation of banks. And, I think, there is no 
quorum in the House.. . 

SHRI RAMANAND YADAV: Sir, I am 
not yielding.    I am on my legs. 

THE VICE-CHAIRMAN (SHRI R. R. 
MORARKA): Kindly listen. He has raised a 
point of order. 

SHRI RAMANAND YADAV: How can 
you allow him? There is no question of 
quorum. 

THE VICE-CHAIRMAN (SHRI R. R. 
MORARKA):    He has raised it. 

SHRI NARASINGHA PRASAD 
NANDA: I insist that there should be quorum 
before Mr. Yadav utters another word on this 
Bill. 

SHRI      RAMANAND YADAV: 
What? 

■ 

SHRI      SHYAM      LAL YADAV (Uttar  
Pradesh):    Sir,  this question of quorum ia 
never raised. That is the convention. 

SHRI NARASINGHA PRASAD I 
NANDA: An important matter is     being 
discussed  in  the  House. 

THE VICE-CHAIRMAN (SHRI 1    R. R. 
MORARKA): The custom of the 
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[Shri R. R. Morarka] House is not to    
raise the point    of quorum.   Therefore,    
please do    not raise it! now. 

SHRI JAHARLAL BANERJEE (West 
Bengal): He has raised it. 

THE VICE-CHAIRMAN (SHRI 
R. R. MORARKA): It is not custo 
mary to raise it. You must not raise 
it.  

SHRI JAHARLAL BANERJEE: He 
raised it.    (Interruptions) 

THE VICE-CHAIRMAN (SHRI R. R. 
MORARKA): Order, please. I am told 
that if the question ia raised, i»e have to 
ring the quorum bell. So, the Secretary-
General may kindly ring the quorum bell. 

SHRI SHYAM LAL YADAV: I 
would like to submit that this hafl been 
the custom and convention of the House 
not to raise it. 

THE VICE-CHAIRMAN (SHRI R. R. 
MORARKA): I agree with you... 

SHRI NARASINGHA PRASAD 
NANDA: Last time, on Private Members' 
Day, thia question waa raised by Mr. 
Yadav himself. Of course, thia ia not in 
retaliation to what he has done.    This ia 
an important Bill. 

SHRI RAMANAND YADAV: Mr. 
Nanda, you please remember what I 
actually said. I have not said that thg 
quorum is not there and you must not 
proceed. I said that you must ring the 
bell. You read from the proceedings. 

(Quorum bell rings) 

THE     VICE-CHAIRMAN       (SHRI 
R. R. MORARKA);   The quorem    is 
there    now.   Please     continue    Mr. 
Ramanand Yadav. 
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SHRI DINESH GOSWAMI (Assam): Mr. 

Vice-Chairman, Sir, should I continue my 
speech tomorrow became there are only five 
minutes left. 

THE VICE-CHAIRMAN (SHRI R. R. 
MORARKA): Mr. Goswami, we have to 
finish the Bill today as per the decision of the 
Committee. So, you please complete your 
speech. We have to finish the discussion 
today. We have to pass this Bill today only. 

SHRI DINESH GOSWAMI: Mr. Vice-
Chairman, Sir, already the speakers who 
preceded me have, thrown light on the various 
aspects •f the functioning of the nationalised 
banks. The banks were nationalised primarily 
with the objective of providing assistance to 
the under-developed sections of the society, 
the unemployed youths and also open avenues 
so that those people who require assistance 
may get assistance instead of only a lucky few 
in the society. The other objective of the 
nationalisation of banks was, not directly but 
indirectly, to provide opportunities so that the 
regional disparities in the country may be 
removed. As the speakers who have preceded 
me have dwelt on the first aspect of the matter, 
I will primarily •Veil on the question of the 
regional disparities, and I will draw the atten-
tion of the hon. Minister to the rather" sorry 
state of affairs in which the banks are 
functioning in the North-Eastern region so that 
the hon. Minis-"*er who has taken over this 
Ministry } recently, may apply his mind to this 
aspect of the matter. 

Sir, the North-Eastern region has now been 
admitted by everybody to be the most 
neglected region of the country, and it requires 
careful handling by the and also massive 
assistance    ' 

from the Government of India. But, 
unfortunately, if you look to the figures or the 
statistics that are available, the deposit-credit 
ratio i$ extremely adverse in the North-
Eastern region, and I will come to those 
figures later on. 

I had on an earlier occasion the opportunity 
of providing certain statistics regarding the 
advance in the agriculture sector so far as the 
1* nationalised banks and the State Bank of 
India are concerned. The statistics that I have 
at my disposal, which may not be absolutely 
up-to-date, shows that the direct and the 
indirect advances from the 14 nationalised 
banks and the State Bank of India in the 
Northern region was: Direct advance, Rs. 
172.72 crores, and indirect advance, Rs. 69.35 
crores; total, Rs. 242.07 crores. In the 
Southern sector, the direct advance was Rs. 
457 crores, and the indirect advance, Rs. 75 
crores; the total comes to Rs. 532 crores. But 
in the case of the North-Eastern region com-
prising of five States and two Union 
Territories, the direct advance is Rs. 5.07 
crores and the indirect advance, Rs. 3.03 
crores; it comes to Rs. 8.It crores. This shows 
the discrepancy that whereas in the North-
Eastern region the State Bank of India and the 
14 nationalised banks have give* assistance of 
the order of only Rs. 8.10 crores, we see that 
in the Southern region, the advance has been 
to the extent of Rs. 532 crores and in the 
Northern region,  242 crores. 

Coming to industry, the North-Eastern 
region has again an extremely undeveloped 
industrial sector. In the Northern region the 
assistance of the banks in the industrial sector 
has been to the extent of Rs. 294.9S crores in 
the small scale industry. In the Southern 
region it was Rs. 690.02 crores. And in the 
North-Eastern region it is only to the extent of 
Rs. » crores.      How        can    you    
compare 
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Rs. 9 crores with Rs. 294 crores 0r Rs. 390 
crores in the other two regions? 

So far as the bank    branches are concerned, the 
all-India figure which is available with   me—it 
is again not absolutely uptodate and, the 
uptodate figure, I hope will be given by    the 
hon.  Finance Minister—is  that there is one 
branch which deals with    or caters to the needs 
of 22,000 people. But in     Assam  one     
branch is for 41,000  persons.    In  Arunachal     
Pradesh it is one branch for   43,000 persons.   
In Mizoram it is one branch for 87,000 persons.    
But in a  State  like Jammu and Kashmir, the 
situation is much better:    one branch for 
16,000 people.   Area-wise if tfre hon. Minister 
applies his mind, he will find that a branch in 
Gujarat caters to an area of 171.46 sq. miles, 
whereas in Assam, for example a branch caters 
to    an area of 782.33 sq. miles.    My purpose 
of placing these     figures  before -the hon.  
Finance Minister is that unless the banking 
system is reorganised in a manner that it also 
goes to help in a massive way in removing    
regional disparities which,  I  think,  is one of 
the basic objectives of nationalisation, that  
objective  will  be  frustrated. 

Sir, we also see that in the organisational 
structure of the banking system, there are 
certain loopholes. The hon. Finance Minister is 
aware that a large number of representations 
have been made that a head office of the State 
Bank of India should be opened somewhere in 
Assam or at least in the North-eastern region. I 
do not want to name any place. Now, a 
regional office was set up there in 1965. Now 
the number of branches has gone up to 170. If 
We look to the geography of the area, we find 
that opening of only a regional office in 
Shillong is something like tinkering with the 
problem and it does not really indicate a 
serious efforts to make a dent on the problems 
of the region. Today in the North-eastern 
region, we have got 170 branches but 

there is no head office, whereas Kan-pur has a 
head office with 180 branches, Hyderabad has 
a head office with 103 branches and 
Ahmedabad has a head office with 76 
branches. If you look at it from the geographi-
cal point of view, the Hyderabad office control 
an area of 2,76,814 sq. miles whereas in the 
North-eastern region, the area covered is 
2,55,037 sq. miles. 1 do not want to go into 
other statistical figures. But the fact remains 
that the North-eastern region te sa difficult in 
terrain and it has so many complexities that 
unless there is a head office of the State Bank 
of India there, well you cannot really take an 
overall assessment of the needs of that area. 

Sir, I was talking in the beginning about 
the credit-deposit ratio. I believe that in a 
backward region, the credit-deposit ratio 
should be favourable.    But I  had  started my  
speech 
 by saying that the credit-deposit ratio is 
extremely adverse in tke North-eastern region. 
Let me gira some statistics for the benefit of 
the House. The aggregate credit in Assam is 
Rs. 2732 lakhs. The aggregate deposit is Rs. 
8922 lakhs. Tke ratio "comes to 30.6 per cent. 
In Mani-pur, the credit is Rs. 140 lakhs; the 
deposit is Rs. 388 lakhs; the ratio in 36.1 per 
cent. In Meghalaya, the credit is Rs. 136 
lakhs; the deposit is Rs. 1413 lakhs; and the 
ratio i« 9.f per cent. In Arunachal Pradesh, the 
credit is Rs. 20 lakhs; the deposit is Rs. 490 
lakhs; and the ratio is 4.1 per cent. Totally if 
we take the entire North-eastern region, the 
credit-deposit ratio comes to 20.5 per cent: the 
aggregate credit is Rs. 3411 lakhs and     the  
aggregate     deposit  is  Rs. 
12,898 lakhs. But compare it eren with a 
backward State like Orissa. There the credit is 
Rs. 4831 lakhs; the deposit i, 7765 lakhs; and 
the ratio comes to 62.2 per cent. Sir, even if 
you take the all-India credit-deposit ratio—
my figures are up to 1977—the all-India ratio 
is 78 per cent for th, Stat* Bank of India and   
f*r 
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all the banks, 76.84 per cent, whereas in 
Assam, it comas to 37 per cent for the State 
Bank and 49.58 per cent for all banks. In 
Manipur it is worse, 35.71 per cent and 41.44 
per cent. In Meghalaya it is really pathetic: 
8.62 per cent so far as the Stae Bank is 
concerned and 16.36 per cent so far as the 
entire banking system is concerned. 

Now I will give some statistics regarding the 
Per cpita credit deposits and per capita 
advance in different regions. First of all, the 
all India figures for credit deposit is Rs. 
321.70 and per capita advance is Rs. 247.2. In 
Assam the deposit figure is Rs. H0.6 and the 
per capita advance is Rs. 54.8 In Maniur the 
per capita is Rs. 50.5 and the per capita 
advance is Rs 25.1. In Meghalaya the per 
capita deposit is Rs. 244.1 and the per capita 
advance is Rs. 59.1. My purpose in giving all 
these statistics is to show that the banking 
system in the country has yet to do a lot in the 
North Eastern region. I can understand why 
private banking system is not playing its role. 
Private banks are acting with profit motive. 
But the nationalised banking system is 
expected to develop the country as a whole 
and help those sections of people and those 
regions which require their assistance. In that 
context I must say that in spite of the fact that 
a number of years have passed by after 
nationalisation of banks, these nationalised 
banks have not been able to play their decisive 
role. I hope the hon. Finance Minister will 
look into this. I do not want to go into further 
details. I have given all the statistics at my 
disposal. Even otherwise, he is aware of the 
problems in the North Eastern region because 
a number of representations have com© to 
him. I hope he will shed some light as to how 
he proposes to do away with these adversities 
in this region. 

SHRI PATTIAM RAJAN: Mr. Vice-
Chairman, I rise to support this Bill 

which has been brought forward to replace the 
Ordinance nationalising six banks. The 
process of bank nationalisation started in 
1969. When the banks were nationalised in 
1969 there was some expectation that they 
would be some source of strength to the 
weaker sections and the benefits would go to 
the rural poor. The purposes of nationalisation 
of banks were to bring about rapid growth in 
agriculture and small industries and to 
develop backward areas. The Minister may 
say that so many branches of these banks have 
been opened in rural areas after the 
nationalisation. But all the benefits of this 
measure went in favour of the rich people, 
whether they are in the urban areas or in rural 
areas. Therefore, something should be done to 
help the weaker sections in the rural areas. 
For this purpose more agricultural banks like 
the IDBI have to be opened in the rural areas 
in order to meet the needs of the agricultural 
sector. 

Besides, unemployment problem has 
reached an alarming situation in our country. 
Therefore, priority should be given to the self-
employment scheme. 

[The Vice-Chairman (Shri Dinesh Goswami)   
in   the   Chair] 

The bank authorities are now thinking in 
terms of increasing the rate of 
interest on loans. I submit that the interest 
charged on loans advanced to farmers should 
be reduced. Further, persons belonging to the 
Scheduled Castes and Scheduled Tribes 
should be exempted from the interest charges 
and sureties for loans. 

This time the deposit limit for na-
tionalisation has been fixed at Rs. 200 crores. 
I do not know, the reason for this. Formely, at 
the time of nationalisation in 1969, the deposit 
limit was fixed at Rs. 50 crores. I do not know 
why the Finance Minister has increased the 
deposit limit from Rs. 50 crores to Rs. 200 
crores. Is it due to the inflation that has crept 
into our 
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.economy? Or, does the Finance Minister 
think that the money value of Rs. 50 crores in 
1950 is equal to Rs. 200 crores in 1980? 
When the question of leaving out some banks 
from the purview of nationalisation came to be 
discussed, there was a reply from the Prime 
Minister. She then said, and    I quote: 

"Banks with the deposit of Rs. 50 crores 
and above have branches in many States. 
As against this, the operation of small 
banks is limited to certain specific regions" 

Now, some of the banks like the South 
Indian Bank and Federal Bank of India which 
are having more than 100 branches in 
different Stateg have not been nationalised. 

"I am of the opinion that all the banks 
irrespective of their deposit limits should 
be nationalised." 

Banking business should be under the 
control of the Government. After the direction 
of the Reserve Bank of India, the chit fund 
business in the banks has been stopped. I 
would request the Government to reconsider 
this matter. Nationalised banks should _ be 
given the right to start chit funds. In our 
country, there are hundreds of private chit 
fund establishments and these chit fund comp-
anies are really cheating companies. 
Thousands of poor people are being cheated 
by these chit fund companies and everyday 
reports are coming in about the closure of the 
branches and disappearance of the managers 
of these chit fund companies. Therefore, these 
chit fund establishments should be 
nationalised or a new legislation should be 
brought forward to give some relief to the 
rural poor. 

The policy with regard to the operation of 
the foreign banks needs to be reviewed. 
Banks should operate more in conformity 
with the national interest?. F oreign banks are 
the instruments of the multinationals and 

the big business houses for their economic 
manipulations. Moreover, these banks are 
being utilised by the foreign agencies like the 
CIA to create all sorts of trouble in our 
country, esecially in the North-Eastern region. 
Taking into consideration all these things and 
the national interests, the Government should 
come forward to nationalise all these foreign 
banks. The argument that nationalisation of 
these banks will invite 'reciprocal reaction on 
the business of the Indian banks abroad is not 
tenable. We are having a few branches abroad 
and these banks are bound to accept the 
restrictions that the concerned countries may 
like to impose. 

With these words, Sir, I support this Bill. 

THE VICE-CHAIRMAN (SHRI DINESH 
GOSWAMI): The Business Advisory 
Committee has decided that this has to be 
finished today. We have got four Members 
and let each Member take five minutes. We 
must finish this today and it was decided by 
the Business Advisory Committee that we 
have to finish it. Yes, Mr. Sankar Ghose. 

SHRI SANKAR GHOSE (West Bengal); 
Sir, I wholly suport this measure of 
nationalisation of the six Banks; I whole-
heartedly welcome this measure. Sir, in 1969, 
14 Banks were nationalised and with these six 
Banks being nationalised over 91 per cent of 
the resources of the banks in the country the 
nation will have control. 

Sir, my regret is this: What the Finance 
Minister is doing through this measure is a 
good thing because, this is an eminently 
beneficial measure and a good measure, but 
whatever he is getting by this measure, he is 
giving up by his proposal for diluting the 
convertibility clause, regarding the shares 
which these nationalisd Banks 
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from tht     industries to which money is 
given. 

Sir, alter * long fight, ia 1971, wt> got 
this convertibility clause. Now, the 
nationalised Banks will not have the 
previous right to have the shares. But the 
purpose of nationalisation is to have 
control over the nationalised Banks and to 
work for the Plan objectives. Now, unless 
you advance one crore, not fifty lakhs, 
you cannot have this convertibility clause. 
Now you cannot have more than 40 per 
cent .shares except in very special cases. 
Even when you advance 60 per cent of 
the capital of a private industry, you 
cannot have 5l per cent of the share 
except in very special cases. Again, for 
rehabilitation of sick industries and 
modernisation of an industry, this 
convertibility clause will not be there at 
all. This is going back on what wa hare 
achieved. This is contradictory to the 
beneficial purpose containtd in this 
measure. And these two things do not go 
together. I hope the Finance Minister will 
not take away the control over the 
commanding heights by diluting the 
convertibility claust which we are getting  
through  this measure. 

The next point I wish to make is that 
through bank nationalisation we should 
give greater credit to agricultural sector. 
The credit that ha* come through 
nationalisation is more, but still more 
should come. And with regard to 
agricultural credit there is also a 
distortion. Six States— I need not name 
those States—with a population of 36 per 
cent are taking 60 per cent of the credit. I 
do not way that they should not get credit 
but I want that more credit should go to 
agricultural sector, GO tflat other States 
should  get credit also. 

The third point that I wish to make is 
that the credit that goes to the 
agricultural sector goes mainly to the 
richer farmers.   Of the short- 

term credit, 69 per cent has goae t» 
farmers having 2i acres of land, and of 
the long and medium-term credit, 79 per 
cent has gone to farmers witk above 5 
acres of land, when 70 per cent of the 
rural population has holdings below I 
hectares. Therefore, what is happening is 
that les« credi* is still going in 
agriculture, and of the credit that goes, 
more goes to the richer farmers. This is 
the distortion which the Finance Minister 
has to correct. 

The Finance Minister has mentioned 
the progress that has taken placa after 
nationalisation. A lot of progress has 
taken place, and that was the purpose of 
nationalisation. But these distortions are 
there. I would like the Finance Minister 
to see what isteps are being taken to 
remove the same. For example, the small-
scale sector is getting more credit after 
nationalisation, but still that is ia-
Gufficient. In the small-scale sector, 68 
per cent of the credit that is given goes to 
those who have more than one lakh of 
rupees, and those who have ten thousand 
rupees only get It per cent. This in a 
distortion whick the Finance Minister 
should look into and see what cam be 
done. 

So far as the regional imbalance* are 
concerned, Mr. Goswami hs*» mentioned 
the same. I shall not g» into that. 

So far as the regional rural banks are 
concerned, unfortunately, the Dantewalla 
Committee sat over it for two years; it 
acted a» a brake on the expansion of the 
regional rural banks. I hope the Finance 
Minister will gire an assurance for a 
programme for revitalising regional rural 
banks, so that there is greater rural credit 
and greater credit to the small and mar-
ginal farmers. 

So far as the credit that is being given 
is concerned, the immediate predecessor 
of the Finance Minister made a statement 
that as the Finance 
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Minister that he had come to know-that 
when banks write off bad debts they  are  
not  even  reflected   in  the banking 
accounts and that such debts «re more than    
Rs.  50,000 and they eoncem the rich 
people.   Now  this is a statement which his 
predecessor in office had made.   I would 
like to know from the Finance Minister 
whether it is  also his     assessment.    If     
this is his assessment, I would like to know 
about the correctives that he wishes to 
undertake.   What we have found is that 
when we tell the banks to give loans  to  the  
small-scale sector,  they eay that there is 
difficulty in repayment.    But if they have 
to write off loans of big houses, then they 
should not be so hard on    the small seals 
people. 

Sir, so far as the    control of the 
banking institutions over our industry is 
concerned,    what has    happened? This 
dilution    of the    convertibility clause 
will have     adverse repercussions.     
Again, we are    finding  that last year, for    
example, there were many industries in 
which the targets were not achieved.   But 
jfti elitist industries, in air-conditioning 
industry, the target was achieved, in 
cigarette industry the target was achieved,   
in polyester industry    the target    was 
achieved,   but in cement industry, no; 
steel, no—25 per cent less;  nitrogen-
fertiliser industry,   18 per cent less, and 
so on.      Nationalised banks are giving  
loang  and     there  they  have their 
Directors. These Directors should have a  
greater control to see     that the money 
goes really to    industries which    
produc*    mass    consumption goods. 

Sir, a norm has come that t'he loans 
given to big houses are renewed; that 
is a cultural norm. In spite of the 
credit authorisation policy of the 
Reserve Bank, there is need for a 
more monitoring,        there        is 
need    for    a      greater    supervision. 
Even the     Governor    of    the    RBI 
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[Shri Sankar Ghose] 
Sir, the time is short. I support the Bill 

again. I agree with the Finance Minister that 
some progress has taken place after 
nationalisation. But still there are distortions. 
I hope that the Finance Minister will 
enlighten the House as t° what steps he wants 
to take so that the real purpose of na-
tionalisation is fulfilled. 

PROF.     SOURENDRA     BHATTA-
CHARJEE (West Bengal): Sir, at the outset I 
would lend my support to the Bill and it goes 
without saying that I opposse the  Statutory 
Resolution    of Shri Mathur disapproving the     
ordinance on which the Bill is based.    It has 
been said that nationalisation of banks is 
becoming a piecemeal process. A point has also 
been raised that this instrument of credit ghould 
not     be wholly nationalised.    I remember    a 
reply by the Finance Minister of the outgoing  
Government.     The  question was asked   as to 
whether the Government had any contemplation 
of    nationalising bankg having a  capital of 
10o crores of rupees or more.       The reply as 
that there was no such contemplation,    it is not 
a question    of divulging any secret.   It is a 
question of policy.   Will the foreign banks and 
the banking  institutions  be   nationalised so  
that financing institution    is completely of the  
command of     the Government?    Now, mixed    
economy rules our country.   The same 
principle is being followed in the case   of bank-
ing also resulting into an overall impact of 
strengthening concentration of wealth in fewer 
hads.   The success of nationalisation should be 
viewed from the point of view as to whether it 
has led to lessening of concentration    of 
wealth. A very impressive figure has been given  
by  the Finance  Minister about the expansion 
of the    banking industry since nationalisation 
11 years ago. The deposits have increased 
manifold.   And we would be interested   to 
know  whether the     beneficiaries     of this 
increase have been the monopoly houses to the 
utmost extent.   The fact is that all the 
monopoly houses,, all the 

big business houses, the capitalist houses have 
benefited most from the expansion of the 
banking institutions, from these small savings. 
They have been the greatest beneficiaries. 
Have the Government any scheme to reverse 
this trend that has been followed so far? My 
previous apeaker, Dr. Ghose, referred to that 
clause which he has called as a retrograde 
step. That is, the convertible clause has been 
abandoned, and naturally the control of the 
bankg over the industry will be, to a great 
extent, lessened,. We know that when our 
country receives foreign assistance, from 
institutions like the World Bank, they impose 
conditions as to which sort of project should 
be undertaken. We would be interested to 
know whether our banking institutions impose 
any such conditions in granting loans to our 
big business houses, our monopoly houses, to 
fulfil social objectives so was emphasised by 
the Finance Minister. 

So, while supporting the nationalisation, we 
support the taking over of the Private banking 
institutions, and we want it to be extended to 
all the banks, including the foreign banks. We 
demand that this should not be shelved further 
and at the same time we would demand of the 
Finance Minister that a clear statement be 
made whether banking institutions would be 
utilised in a manner so as to avoid further 
concentration of wealth in a fewer hands, in 
the hands of 75 business houses, who actually 
control our economy.    Thank you, Sir. 
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"Banks write off the bad debts of powerful 
people and institutions and not even show 
them in the annual accounts submitted in their 
reports. This ^ what I learnt when I was the 
Finance Minister.    As much as    99.9 

per cent of the bad debts are of those who 
take amounts in excess of Rs. 50,000/-.    All 
of them are rich." 

 

they neither have the commitment in 
socialistic values nor the skill of capitalist 
structure. 
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•SHRIMATI RAJINDER KAUR (Punjab): 

Mr. Vice-Chairman, I an* not an economist 
that I could tell t» what extent the weaker 
section i» benefitted by nationalisation. But 
one thing is quite clear that corruption and 
inefficiency increases in whatever is 
natioanlised. Ever since transport was 
nationalised, corruption has increased in it. 
Moreover, the private sector undertakingg 
give more profits but the government-run 
Public Sector Undertakings show less profit!. 
When rule* and priorities have been framed 
according to which both the private sector 
banks an<j public sector banks function and 
there is very healthy competition between the 
two, evesi then they have been nationalised. 
One thing that pinches me most i» that among 
them is a minority bank, which is called a 
bank of the Sikh* and it '» the Punjab and 
Sind Bank. The entire corruption and 
dishonesty' baa been sighted either in its 
Chairman Inderjit Singh or in its management 
while all other nationalised banks appear 
above-board to them. I can well understand 
the opposition by Shri Kalyan Roy because 
the Punjab and Sind Bank has been opened for 
the progress and economic development of 
Punjab, particularly the Sikhs. It has its 
branches in every village of Punjab 

♦English translation of the original speech 
in Punjabi. 
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which have their impact on their development. 
Mr. Inderjit Singh had made a religious 
commitment that no Sikh lacking in integrity 
could find a job in the Bank. That is why the 
communists could not lay their roots in Punjab 
among the sikhs. Later on, some communist 
Sikhs got infilterated into the Bank 
Management. When the Punjab and Sind Bank 
was nationalised, they got their beards shaved 
and danced with joy because they thought a 
good act had been performed. 

The charge that has been levelled is that the 
Chairman of Punjab and Sind Bank advanced 
a loan to his son. Excuse me, there are many 
politicians who have distributed election 
tickets to their wives and children and got 
them elected to Parliament or State 
Assemblies. Then what offence has he 
committed by sanctioning loan to his son? His 
son has not refused to repay the loan. I would 
certainly admit that they do not strictly 
conform to the rules while giving loans. When 
D.T.C. had allowed the operation of private 
buses, 40 per cent of them went to sikhs 
because the Punjab and Sind Bank gave them 
loan immediately. I aaked them that there was 
rule that the operator of the bus must Invest 25 
per cent of his own. They said that in such a 
case a person who cannot invest 25 per cent 
will not be able to run a bus. We know that the 
loan will be repaid. May be in some cases 
loans are not repaid. 

This is the basic character of the Punjab and 
Sind Bank that religious ceremonies are 
performed in the morning at its headquarters 
before the day's business is gtarted. Ninety per 
cent of the Deposits in the bank come from 
the Sikhs in Punjab. It hag its branches in 
every Gurudwara and every Gurudwara 
deposits its money into the Punjab and Sind 
Bank. Its employees are Sikhs and the benefits 
are also enjoyed by the Sikhs. But only 15 per 
cent or 16 per cent of the advance is given in 
the Punjab, the rest being given outside the 
State because the Reserve Bank of    India 

Rules are such.    But the loang    sire I    
never advanced to rich people. 

All those running taxis and buses in Delhi 
have got loans from Punjab. We have no big 
industry in Punjab. Mr. Shahi was telling how 
the Agricultural Banks in villages misappro-
priate money in the purchase of pumping sets 
etc. for the farmers. But I can say with 
confidence that in the Punjab and Sind Bank 
not a single such incident has ever taken place. 
In fact no Manager can dare to do so because 
any pe"fsdn may approach the Chairman any 
time and lodge a complaint. What i3 the reason 
that time and again the Chairman has been 
made the custodian? The Bank has been run by 
rich people but still today the entire Sikh 
community feels involved. He rose from i.A.S. 
Officer of the allied services and not from a 
clerk aa just now alleged,, and increased the 
number of the branches of the Bank from 14 to 
500. The Economic Times has reported that 
there has been maximum development in the 
Punjab and Sind Bank. How this could be 
possible if the Chairman of the Bank were 
corrupt and the Management of i other 
nationalised banks were honest? The Congress 
government which is in power again is the 
supporter of the minorities. This bank belongg 
to a minority who forms 1 per cent of the 
Indian population. Inspite of this there 
contribution in the national economic 
development is much more. 

Will the minority character of the Bank be 
maintained after nationalisation or not. They 
talk of competition. One who holdg the scales, 
shall always weigh in his favour. The Punjab 
National Bank was also a bank of Punjab but 
the number of Sikh emp-ployees there in was 
negligible. When Punjab and Sind Bank was 
opened those very Sikhs helped it develop 
rapidly. At the time of partition 40 per cent of 
the Army Officers were Sikhs but now their 
number has gone down 7 or 8 per cent. It will 
have an adverse effect on the economy of 
Punjab.   If you have taken over the Bank, 
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[Shrimati Rajinder Kaur] please maintain 
its minority character. Otherwise we may be 
permitted to open another bank. We will run the 
new bank with the present Chairman, who is 
alleged to be corrupt, and bring it, at the level of 
your nationalised banks. 

In the alternative, we have a movement that if 
we are not given an opportunity of economic 
development in India, we shall open a bank with 
its base in Switzerland and its branches all over 
the world. The result will be that the money that 
Indians send to our country from abroad will be 
invested outside India and money will also flow 
out of the country. Thus, either a new Bank may 
be given or the minority character of Punjab and 
Sind Bank may be maintained. If the Chairman 
"had been dishonest, the Sikhs would not have felt 
so much concerned over it. I have never benefited 
from this Bank but my brethern and sisters have. 
When we enter the bank we feel quite at home. 
We have no difficulty either in depositing or in 
withdrawing money. 

THE VICE-CHAIRMAN (SHRI DINESH 
GOSWAMI): Yes, Mr. Mathurj would you like 
to reply? 

S
HRI R. VENKATARAMAN: Mr. Vice-
Ohairman, Sir, I am thankful to the House for 
the elaborate debate on this Bill. At the 
outset, 1 would like to classify the points 
made into three 
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or four categories and deal with them. It was 
asked in the course of the debate why all the 
bankg have not been nationalised and only six 
banks were nationalised. Another question 
that was asked was, why not all the foreign 
bankg be nationalised. The other question 
was, what was the logic in saying that banks 
with deposits of over Rs- 200 crores must be 
nationalised and what is the sanctity of that 
figure? And the last question that was asked 
about the nationalisation was why you have 
chosen 14th of March while you are going to 
actually nationalise it from the 15th of April. 
These relate to the structure of nationalisation 
and I shall deal with of all of them together. 

Sir, so far as the question 'why all the banks 
are not nationalised' is concerned, Government 
do not propose to . nationalise all the banks, it 
is not their policy. Their policy is to have a 
commanding position in the credit and that is 
what they want to achieve. In order to achieve 
that they have influenced those banks which 
will give them as much as 91 per cent of the 
total deposits in our country. There ig no need 
to nationalise all the banks and then it can be.   
.   . 

PROF. SOURENDRA BHATTA-
CHARJEE: What about foreign banks? 

THE VICE-CHAIRMAN (SHRI DINESH 
GOSWAMI): He is coming to that. 

SHRI R. VENKATARAMAN: The 
smaller banks do serve the small people and 
also serve in, the small areas. Therefore, it is 
better to leave these small banks to do some 
service to the smaller people in smaller areas. 
That is the reason why we did not— and I 
state categorically that we do not propose 
to—nationalise all the banks. 

The next question is why the foreign banks 
are not nationalised. This has been answered 
several times. The reason is that we have 128 
branches of 

our banks serving abroad and there are 127 
branches of foreign banks serving in our 
country. There is a principle of mutuality and if 
we want our banks to function in the other 
countries, we cannot refuse permission t0 
other banks in other countries to function in 
our country. 

The second point I wou'd further make in 
this connection is that the foreign banks have 
only 4 per cent of the entire deposits in the 
country and they cater to a very specialised 
area—mainly relating to foreign trade and a 
little tourism. They do not cut into our field of 
activity in agriculture, small scale industries 
and large industries. We do not lose anything 
by allowing the foreign banks to function in 
our country. On the contrary, by having our 
more than 128 branches abroad, we are able 
to not only project our trade in those areas but 
aiso serve our people who are resident in 
those areas to take advantage of Indiam banks 
there. 

The next question is why we chose Rs. 200 
crores. Sir, you are aware that whenever we 
want to nationalise, we have got to bring it 
under a classification. And the classificatiom 
should be reasonable. Otherwise the Supreme 
Court will say that it is an unreasonable 
classification and it could be attacked on the 
ground that there has been either an Ulterior 
or other extraneous motivation. The next bank 
after this Rs. 200 crore limit is one which is 
only a Rs. 148 or 150 crore bank, so that if we 
nationalised those banks with deposits of Rs. 
200 crores, nobody can say that we had any 
motive in choosing these Rs. 200 crores 
banks, nobody can say that we hare chosen a 
Rs. 200 crore bank when we have left a Rs. 
198 crore bank or some similar bank. We 
looked into the list of banks. We took as a cut-
off point one on which there will be a great 
difference between the bankg that will be 
nationalised and the next one which will not 
be nationalised And this gave us six banks 
whose deposits, taken  together     with   the   
14  bank* 



 

(Shri R. Venkataraman) 
already nationalised, raised the total 
command of nationalised banks to 91 pep cent 
of the deposits in the country. And we thought 
that it was quite a seasonable control over the 
credit institutions. That is the reason why we 
•ross Rs. 200 crore lmit. 

The next question is why we chose the 14th 
of March while we actually nationalised on 
the 15th of April. You are aware,, Sir, that we 
have to get «tatistics from the various banks 
and the latest statistic that we could get from 
all the banks were a month aarlier—i.e. round 
14th of March. You •annot get statistics of the 
previous day. You take time to get the statis-
tics and the data, if the hon. Members 
remember at the time of previous 
nationalisation also in 1969, there was •xactly 
a month'g difference between the date on 
which, the banks were nationalised and the 
date chosen for Ascertaining condition for 
nationalisation—namely Rs. 50 crores. The 
Government deserve a little compliment <w 
the extraordinary secrecy with which the 
banks have been nationalised. If the 
information had leaked out even half an hour 
earlier, manipulations would have taken place 
and the whole scheme would have come under 
very violent criticism. 

Now, Sir, i will take up the series of 
suggestions made with regard to the working 
of the banks. The first point that was made 
was that agriculture should be given a higher 
priority and that agricultural credit is not rved 
adequately. While I agree that there ia always 
room for improvement, 1 Would like to make 
this point that tremendous progress has been 
made ki the area «f agricultural credit between 
the date when the first set of banks were 
nationalised and the date when the second set 
of banks were nationalised. Between June, 
1969 and December, 1979,, if you look at the 
figures, direct advances to agriculture rose 
from Rs. 40.21 crores to Rs 1,997 «ores and 
indirect advances to agri- 

culture from Rs. 122.12 crores to Ri. 390.60 
crores. These are impressive figures but, as I 
said, they do not cover all the needs of the 
people. In a vast country like ours with 70 to 
80 per cent of the population living on 
agriculture, 1 do not say that we have covered 
the needs of agriculture by these bank 
advances. There is still • lot to be done. While 
agreeing that there is still a lot to be done,, I 
say, the progress has been commendable and, 
if the progress is maintained at this level and 
is improved upon, certainly we will go a long 
way in meeting the credit need9 of the 
agricultural population. 

Similarly, in the matter of small-scale 
industries there has been a commendable 
growth. From June, 19"68 when the advances 
to small-scale industries was Rs. 259.07 
crores, it had increased to Rs. 2,347 odd 
crores. Here also the progress made is very 
good, but there is still great scope for im-
provement because the number of industries is 
growing and it is right that it should grow. If 
the economy of the country should improve, 
there should be greater and greater growth 
both in agriculture and in small-scale 
industries and the credit needs of these two 
sectors must be met to the fullest extent. 

A number of difficulties have been brought 
out in the administration of these nationalised 
banks. One was that the banks insist on the 
borrower furnishing security which the poor 
people are unable to do Even here, ruleg have 
been framed and to a large extent observed 
with regard to the priority sector as well as the 
differential rate of interest sector. For instance, 
in respect of loans up to Rs. 1,000,, the 
Reserve Bank has given directions that a 
simple promissory note by the borrower ig 
enough and no security is necessary. Then, in 
respect of loans up~to Rs. 5,000,    the 
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Reserve Bank has given the directive that no 
security need be given except iiiu  assets  
created  by     the     amount borrowed.    If   a  
person  is   borrowed Rs. 5,000 and bougnt a 
pump set or an electrical   motor or  even     
purchased land, the very asset created by    the 
loan will suffice, and this is the direction that 
hag been given.    And I am sure hon. 
Members will agree that tha sector  which is 
sought  to  be served lias been able to get a 
large number ol loans because of the waiver of 
the requirements of security under these two 
heads.    The third    point 7 P.M.   which   has   
been   made  by a number of people is that 
there is regional imbalance in the distribution 
of credit in various areas.     Mr. Goswami 
from Assam made the point very       
forcefully.     Well, here again, the    banks    
only    reflect the     economic  development     
that  ha3  taken place or is likely to take place 
in the country.    The banks cannot go about 
distributing pro rata credit to every person in 
various States.    The banks finance economic 
development, finance the small-scale 
industries, finance the agricultural operations, 
finance various other activities.    If the 
activities are low in certain areas, then the    
bank financing is also low.   If the activities 
are high in certain areas or hi certain regions, 
then  the bank financing . is also high.    
Nevertheless, the Reserve Bank as well as the 
Finance Tvlinistry are  holding  regional  
conferences—in the southern region^ in the    
western region,  in the north-eastern region— 
to review the credit facilities given in each of 
these regions    and to secure measures for the 
purpose of increasing the credit deposit ratio, 
the fulfilment of the DRl target of one per cent 
and also for the fulfilment of the priority 
sector loans of 33.33 per cent at present.    
Hon.  Members are aware that at a meeting 
held with the , nationalised banks and the 
Reserve Bank of India, we have given the 
target    for 1985   as   40   per   cent   of   the   
total lending for the priority sector.     We are 
hopeful that they will be able to 
perform this. 
483 RS—10. 

One matter in which I have to reluctantly    
and  regretfully    agree  is that  there  has  
been     laxity   in the services  of  the     
nationalised   bank9. Tbe nationalised banks 
have to some extent not rendered the same 
kind of service as had been done before na-
tionalisation.     Weil,     here,   I   would seek 
the co-operation of all the labour leaders who 
are represented in    thia House as well as in 
the other House to   instil  in   the  minds   of  
the   Dank employees and people in the 
banking service the need to maintain a very 
high level of service if nationalisation is to 
succeed.   All the employees     all over the 
country plump for nationalisation and they 
speak also in favour of nationalisation,  they  
pass  resolutions in favour      of      
nationalisation,    but when  nationalisation  
actually     takes place,    the    interest weans    
and the enthusiasm is not kept  up.  Here     1 
would say that there is room for improvement 
in    the    services    of the banking sector so in 
other nationalised sectors.   I would urge on 
the Members  who   represent  them  to  kindly 
use their good offices* to see that the banking 
services improve. 

Now I will briefly deal with one or two 
points made individually by a few hon. 
Members. There has oeen some kind of 
controversy about one particular bank, the 
Punjab and Sind Bank. Some people said that 
it has not been functioning efficiently and 
some others said that it has been functioning 
efficiently. Mr. Kulkarni gave nie notice that 
he is going to raise certain matters. All that I 
can say is that the Reserve Bank has already 
looked into this matter and will take 
appropriate action wherever necessary. The 
matter has already been looked hito by the 
Reserve Bank. Therefore, if the Bank has 
functioned properly, other banks will take the 
clue and if it has nonfunctioned properly then 
the Reserve Bank will take appropriate 
ac~K5n in the case. Therefore, I do not 
propose to make any comment on that except 
to say that the matter is~undef examination. 



 

(Shri R. Venkataraman) 

Then one point which Mr. Mathur made 
deserves consideration. I shall bear it in mind. 
That is in the case of the loans given under the 
DM. He has suggested that penal interest 
should not be charged. Well, there seems to be 
validity in the point raised. 1 will take it up 
wuh the Reserve Bank and ask them to 
examine this question and let me know their 
decision. Shri Kalyan Roy was one of those 
who said that the banks should be 
nationalised, that the foreign banks should be 
nationalised and so on, and he al9o went to the 
extent of saying that no compensation should 
be paid. I do not think he is a friend of 
nationalisation. If he were and if I brought a 
Bill in which there is no provision for com-
pensation at all for nationalisation, it would be 
struck down by the Supreme Court, and then 
the whole nationalisation would fail. 

Mr. Kulkarni referred to the difficulties of 
the small scale sector which I have dealt 
with. We shall try to see that the small scale 
sector gets the adequate attention from the 
banks. 

There is one point which was raised by not 
only Mr. Kulkarni but by a number of other 
Members also. They have said that the banks 
charge somewhere between 20 per cent and 30 
per cent to the small scale sector. It is news to 
me. I will have this examined. I do not think 
that the present directives from the Reserve 
Bank allow such an extortionate rate of 
interest to be charged. I shall have this matter 
examined. What we have said is that in respect 
of the small scale sector, it is entitled to the 
concessional rate of 11 or 12 per cent, and if 
they are not in the priority area, it will be a 
little more. But it cannot be as high as 30 per 
cent. But I have taken note of it, and I will get 
the answer from the Reserve Bank and find 
out whether that is so, and if    that  is  I   will  
take    appropriate 

action to see that that kind of thing is 
remedied. 

Then. Sir, Mr. Yadav spoke support 
ing the Bill in great gusto. I thank 
him for all that he saTdT" He said 
that the landless people should be 
helped for lands. I want to assure 
him that there is a provision now for 
the landless people to buy lands. As 
I have said, they can borrow Rs. 5,000 
without security and furnish the land 
itself for security if they want to buy 
land.
 
j 

Then, he wanted to know how much bad 
debts had been incurred during the period of 
the previous Government. I do not think it is 
worthwhile going into all those things now. 
All that we have got to see is to work together 
in a spirit of great dedication to see that the 
nationalised banks render good service to the 
people. We do not gain anything by trying to 
sling mud at each other. The point that we 
have got to do, the fact that we have got to 
face now, is to see thai the nationalisation 
must be a success, that the nationalised banks 
should give efficient service and that in this 
process all parties, all sections of the society 
should co-operate and see that we get the best 
out of the nationalisation. 

I have already dealt with the question on the 
foreign banks which Mr. Jha raised. Then he 
asked this question: Why are the profits less in 
the nationalised banks? I thank him for raising 
this question because there is also a mistaken 
notion that the nationalisation has reduced the 
profitability of the hanks. Sir, the nationalised 
banks are obliged to give 1 per cent of their 
total lending at 4 per cent of DRI loans. The 
same nationalised banks are obliged to give 40 
per cent—at present 33-T/3 per cent and it has 
to go up to 40 per cent—to the priority sector 
at 7 and 8 per cent. Out of the total lending of 
say Rs. 100, Rs. 40 have got to be given at a 
lower rate of interest than that o-i the market. 
Do you mean that we can make profit?  If we    
do 
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want to make profit, it is very easy. They can 
raise the rate of interest on the DRI loans. 
They can raise the rate of interest on trie* 
priority sector to the commercial rate of 
interest, and they can make profit. The very 
object of the nationalisation is to utilise the 
funds available with the banks for the purpose 
of helping the weaker sections of the society, 
and for that purpose we have asked these 
banks to give the differential rate of interest 
loans at 4 per cent. We have also asked these 
banks to give loans to the priority sector at 8 
per cent, 7 per cent. The result is that they are 
lending at below commercial market rates and 
thereby they are incurring a loss, but 
nevertheless they are doing a great national 
service. That is the reason why in the overall 
position they are not making profit. I would 
like the hon. Members to support the view that 
this should be the object of nationalisation. It 
should be supported. They should not join 
others who criticise nationalisaton and say 
that the profitability has gone down. The pro-
fitability has gone down because we are 
serving the people at lower rates of interest. 

The my hon. friend raised a number of 
questions about the State Bank not working 
properly and he gave instances in which there 
is shuttling of some proposition between the 
State State Bank and the Reserve Bank. Well, 
I would like him to write a letter to me and it 
can be solved very easily. It may be that there 
has been some mistake in the issue of the 
bond and nobody wants to take the res-
ponsibility. If at the higher level some 
directive is given, it would solve their 
problem. I would like him to write a letter to 
me. I would look into this matter immediately 
and do my best. 

One hon. Member mentioned about the chit 
funds. I will be bringing a Bill very soon of 
this. OBink I shall deal with that when I bring 
that Bill forward. 

My hon. friend there was very critical of 
the dilution of the convertibility clause. Well, 
we are going to have a discussion on the 
General Budget and I think I will have rmore 
time then to explain why it was done. 
Therefore, I do not propose to go into this 
question at this stage. But I am not evading 
the issue. I will certainly answer this point 
when I deal with the Budget in the next two or 
three days. 

Then the bad debts which are written off are 
certainly brought into account. Nobody can 
write off bad debts without their being brought 
into account. Some Member read a press 
statement saying that a former Finance 
Minister did not know that bad debts were 
written off and it was not even brought into 
account. I am not sure about it. But every 
audited statement of accounts now gives the 
amount of bad debts and it must also give the 
amount of bad cfebts which were written off. 
It is not possible for anybody to avoid 
disclosing the amount of bad debts which 
have been written off. All that is possible is 
thatj maybe the bad debts may be written off 
improperly. But the fact that it has been 
written off cannot be withheld from the audit' 
and the public. It will have *o be reflected in 
the accounts. This is the last point which was 
made. 

Well, I thank the House once again for the 
very warm support that they have given me. I 
trust they will accept the motion. 

THE VICE-CHAIRMAN (SHRI DINESH 
GOSWAMI); Now, I shall first put the 
Resolution of disapproval to vote. 

The question is: 
"That this House disapproves the 

Banking Companies (Acquisition and 
Transfer of Undertakings) Ordinance, 1980 
(No. 3 of 1980) promulgated by the 
President on the 15th April, 1980." The 
motion was negatived. 
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THE VICE-CHAIRMAN (SHRI DINESH 

GOSWAMI): Now, I shall put the Motion moved by 
the hon. Minister to vote. 

The question is: 

"That the Bill to provide for the acquisition and 
transfer of the undertakings of certain banking 
companies, having regard to their size resources, 
coverage and organisation, in order further to 
control the heights of the economy, to meet 
progressively, and serve better, the needs of the 
development of the economy and to promote the 
welfare of the people, in conformity with the 
policy of the State towards securing the principles 
laid down in clauses (b) and (c) of article 39 of the 
Constitution and for matters connected therewith 
or incidental thereto, as passed by the Lok Sabha 
be taken into consideration." 

The motion wa$ adopted. 

THE VICE-CHAIRMAN (SHRI DINESH 
GOSWAMI): Now we shall take up clause-by-clause 
consideration of the Bill. 

Clause   2   (De/initions) 

SHRI SHIVA CHANDRA JHA: Sir, I move: 

1. "That at page  1, line 10,    the word 'not' be 
deleted." 

 

 
The question was proposed. 

SHRI R. VENKATARAMAN: I have 
already explained that it is not the policy of 
this Government. When my hon. friend will 
come to power, he will have the authority 
ancTprfvilege of moving the Resolution or 
Bill in which he can do it. We have got 
elected on a manifesto in which we did not 
say that we will nationalise foreign banks. 
It is to our economic advantage to have 
branches .of our banks in other countries. 
In order to have that advantage we are 
having them here for mutual advantage. 
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THE VICE-CHAIRMAN (SHRI DINESH 
GOSWAMI): He is not replying. I cannot 
force the Minister to answer your question. 

The question is: 

"That at page 1, line 10, the word 'not' be 
deleted." 
The  motion was negatived. 

THE VICE-CHAIRMAN (SHRI DINESH 
GOSWAMI): The question is: 

"That clause 2 stand part of the Bill." 
The motion was adopted. 
Clause 2 was added to the Bill, 

Clauses 3 to 5 were added to the Bill. 

Clause 6   (Payment of amount) 

THE VICE-CHAIRMAN (SHRI DINESH 
GOSWAMI): There are two amendments to 
Clause 6, in the name of Shri Shiva Chandra 
Jha: Would the hon. Member like to move 
th"m? 

SHRI SHIVA CHANDRA JHA: Yes, Sir. 
Sir, I move; 

2. "That at page 4, line 5, for the 
words 'five and a haTT the word 
'two'  be   substituted." 

3. "That at page 4, line 46, for the 
word 'seventyfive' the word 'twenty- 
five'  be substituted." 

 

The question was proposed. 

SHRI R. VENKATARAMAN: I cannot  
accept these amendments 

THE VICE-CHAIRMAN (SHRI DINESH 
GOSWAMI): The question is: 

2. "That at page 4, line 5, for the 
words 'five and a half the word 
'two' be substituted." 
The  motion was negatived. 

THE VICE-CHAIRMAN (SHRI DINESH 
GOSWAMI); The question is: 

3. "That at page 4, line 46, for 
the word 'seventy-five' the word 
twentyHfive   be   subsTTFuted." 

The motion was negatived. 

THE VICE-CHAIRMAN (SHRI DINESH 
GOSWAMI); The question is: 

"That clause 6 stand part of the Bill." 
The motion was adopted. 

Clause 6 was added to the Bill. 

THE VICE-CHAIRMAN (SHRI DINESH 
GOSWAMI): Now, let us go to the other 
clauses. We go t0l clauses 7 to 21. There are 
no amendments. 

 



 

(Shri Dinesh Goswami) 
Clauses 7 to 21 were added to the Bill. The 

First Schedule was added to the Bill. 

The Second Schedule 

SHRI SHIVA CHANDRA JHA: Sir, I beg 
to move: 

"That at page 13, in column 2 of the 
Second Schedule, for the figures '610, 180, 
510, 100, 210, 240,' the figures '10, 30, 15, 
40, 25, 20,' respectively, be substituted." 

 
The question was proposed 

SHRI R. VENKATARAMAN: Sir, my 
Government is committed to the principle of 
fair compensation. Therefore, I cannot accept 
this amendment. 

THE VICE-CHAIRMAN (SHRI DINESH 
GOSWAMI): The question is: 

"That at page 13, in column 2 of trie 
Second Schedule, for the figures '610,    
180,    510, 100, 210, 240,'    the 

figures '10, 30,  15, 40, 25, 20,'    res-
pectively be substituted." 

The motion was negatived. 

THE VICE-CHAIRMAN (SHRI DINESH   
GOSWAMI);   The   question 
is: 

"That the Second Schedule stand part of 
the Bill." 

The motion was adopted. 

The Second Scheduled was added to the 
Bill. 

The Third Scheduled was added to the 
Bill. 

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

SHRI R. VENKATARAMAN: Sir, I beg 
to move: 

"That the Bill be passed." The 

question was proposed. 

SHRI K. K. MADHAVAN (Kerala): Sir, I 
seek only one clarification from the 
honourable Minister. I was closely listening to 
his statement and I heard him saying about the 
laxity on the part of the service personnel of 
the nationalised banks and, Sir, he was 
seeking the co-operation from all sections of 
the House in removing this laxity Am I to 
understand from the honourable Minister's 
statement that he is apologetic about the very 
method or policy of nationalisation or he is 
sceptical about the success of nationalisation?   
I  want  to   know  this. 

SHRI R. VENKATARAMAN: Not at all. 
On the contrary, I am one of those who are 
committed to the principle of nationalisation 
and I want the nationalisation to succeed and 
in order that it may succeed, I said, there 
should  be  greater co-operation from 
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the labour in the nationalised industries than 
even from the private sector.   That is my 
view. 

THE VICE-CHAIRMAN (SHRI DINESH 
GOSWAMI): The question is: 

"That the Bill be passed." 

The motion was adopted. 

THE VICE-CHAIRMAN (SHRI DINESH 
GOSWAMI): The House now stands 
adjourned till 11 A.M. tomorrow. 

The House then adjourned at 
twenty-four minutes past seven of 
the clock till eleven of the clock on 
Tuesday, the 1st July,  1980. 
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