73 Reserve Bank of India

SHRI KALP NATH RAI: My point of
Older is whether you can direct the Prime
Minister.

THE VICE-CHAIRMAN (SHRI U. K
LAKSHMANA GOWDA): I am sorry, I can't.
Mr. Chairman himself has made it very clear. I
cannot direct the Prime Minister or any other
Minister and force him to make a statement. If
they make a statement stio motu, it will be
very good. But if they do not want to make it.
We cannot force them. Now we proceed with
the other business... (Interruptions) .. .Now
discussions are taking place. Your own Leader
is there and why should we stop the business
here? (Interriiptions).. .We shall proceed with
the business. Yes, Mr. Agarwal. Let us
proceed with the business... (Interruptions) ...

{Continued).
THE RESERVE BANK OF INDIA
(AIMENDMENT) BILL, ISIS—(contd.) SHRI
SATISH AGARWAL: Sir, Ibeg to move:

"That the Bill further to amend the
Reserve Bank of India Act, 1934, as passed

by the Lok Sabha, be taken into
consideration."

(Interruptions)
SHRI MANUBHAI MOTILAL

PATEL (Gujarat): Sir. the motion is already
moved. I support it.

SHRI KALP NATH RAI (Uttar Pradesh):
There was a Special Mention by Makwana
Saheb. How can you proceed with this when
the Special Mention was there?

THE VICE-CHAIRMAN (SHRI U. K.
LAKSHMANA GOWDA): I will look into it.
There was a Special Mention. Because of all
this controversy which arose, it could not be
taken up. I called him because I saw on the
agenda the Reserve Bank of India
(Amendment) Bill. We will consult Mr.
Chairman and give consideration for that
tomorrow because we have already...
(Interruptions) ... Because what =~ We have
done is...
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(Interruptions).. .It is going to be very
difficult to proceed. I have already called the
Minister.

SHRI KALP NATH RAI: The next item
was a special mention by Shri Makwana.
Therefore, he should make a special mention.

SHRI ERA SE2HIYAN (Tamil' Nadu):
The consideration of the Bill has already
started.

THE VICE-CHAIRMAN (SHRI U. K.
LAKSHMANA GO 7DA): Mr. Makwana,
one minute. What happened at the earlier
stage was that the Chairman called your
name, ‘'but you did not speak.
(Interru“Mons). Your name was called, but
you were not in the House.

SOME HON. MEMBERS: He was.
there. .. -

SHRI ' YOGENDRA MAKWANA
(Gujarat): 1 was in the House.

(Inferritptions)
[MR. CHAIRMAN in the Chair I

MR. CHAIRMAN: The Bill has already
been moved. If you can wait for one minute,
till the Leader of the Opposition speaks, we
can come to” some final decision.

fawa & am (= wwawfs fager):
AT, HE A9 4% 3w o A § s an
g ARV AT AT ) FO gdA wes gz 41 fw
wed w1 gW 37 & fAau wafor w7 % s fe
&% W gAY, WAA T AFLHIT WITE 419 TAAA
gran | wd fad sifea At 8t v fa
OFT 5% 7% | AT (79 qr7AT ag 6 Anie
R g s AT w1 sy T 7 A%
F iz 2 § wite Oz ww owy g g R
fararsT ATeF ST WA A 3 S A A
SaFa=m fzml gy, o7 aur 8§ 61 3 59 | 97 A1
HEAT AR AT | UL WO AT I AL ARS
frama sa% fF g9 W17 90 ¥, WTH ATdAT
7 @ | wfad gn s mam A e
He { Wt ATy Ty A w0 wtw g wfawr
FY THT AET AT | FEETL W wpwgen 37
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7 7 frarr g ok T qv S T A8 T
fava @ w7 a% Taa g {5 | gardy ard
feafa, ¥ tfomg 7 wowi & Waw
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[ waaArafy AT

{At this stage some Hon, Members walked
out of the Chamber)

:MR. CHAIRMAN: Hon. Minister itave
you moved? Mr. Kulkarni, have jrou to speaii
on this?

SHRI SATISH AGARWAL; As the 3Son.
Members desired nie to say .something about
the provisions of the JReserve Bank of India
(Amendme'jt) JBill, 1978, I wish to say with
your permissio'ii, sir, that the Reserve Bank cof
India (Amendment) Bill, 1978 as jjassed by the
Lok Sabha, I have anade a motion, be taken
into consideration,

'This Bill seeks to amend the Reserve Sank
of India Act, 1934 primarily to enable the
Reserve Bank to deploy our foreign exchange
reserves to the 3)est advantage. The foreign
exchange reserves are best utilised by
importing capital goods on a selective iasis for
regenerating our economy. Every country,
however, always has some reserves which
could be deployed pending utilisation to the
best ad-wantage of the country.

The nature and content of oux ioreign
exchange reserves is not fully understood in
sonie quarters. Mr. Chairman, Sir, with your
permission may I clarify the position for the
Denefit of this House? Foreign ex-change
reserves are presently held in the form of
foreign balances or "treasury biUs or securities
or bonds issued by foreign governments and
deposits with top ranking banks abroad. By the
very definition, the sterm foreign reserves do
not represent any assets held physically ir India
but only the right of access available to the
country for fund;; lield abroad. The proper
utiiisatior *of the reserves is, of course, to
import, "Capital goods or such other commo-
dities ai? will benefit India within “e
framework of the import policy
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but obviously, all the foreign exchange cannot
and should not be used up in immediate
imports. A certain portion has always to
remain abroad as reserve readily available to
the country for meeting the future import bills
or for meeting unforeseen contingencies. That
is really the purpose of a "reserve". While the
funds are So held abroad, it is but reasonable
to expect that the Reserve Bank should try to
maximise its earnings on them consistent with
safety and liquidiry, and amendments have
been proposed in the Bill with this end in
view.

Under the Reserve Bank of India Act, the
scope for investment of foreign reserves by the
Reserve Bank suffers from some limitations.
New avenues of investment such as the Euro
Bonds issued or guaranteed by foreign
governments, bonds issued by international cr
regional financial institution such as the Asian
Development Bank and negotiable certificates
of deposit issued by the world's large banks
have become now available, and many Central
Banks of the world have taken advantage of
these avenues for earning a better return and
also for maintaining better liquidity of their
external reserves. The international market for
bonda and certificates of deposits is now well-
developed with the result that ati investment in
a bond or a certificate need not be held till
maturity and they can be sold before maturity
in these markets with ease at the ruling rates.
These investments in the bonds and certificates
of deposit wUl give the Reserve Bank a
slightly higher yield than is a-vailable under
the existing provisions, without impairing
liquidity.

In seeking this amendment, we are not
proposing either to throw away the present
advantage in the foreign exchange reserves
that the country possesses or to relax the strict
restrictions that government applies ir. the
matter of import of goods against these
reserves. There should be no
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apprehension in this House o-n this Scene.
What the Bill seeks is a proper deployment of
the reserves pending their utilisation in
accordance -with the policy laid down by the
Government earning better returns and for
proper husbanding of theaa resources. As the
House is aware, our foreign exchange reserves
which stood at about Rs. 480 crores at the end
of 1971-72 were of the order of Rs. 4730
crores as on 5th May, 1978. This is all the
reason why we should for proper husbanding
of these reserves are deployed to the best ad-
va'ntage of the country and any restrictions that
exist in the statutes which stand in their way
shouli be relaxed.

Under the Bill; it is proposed to empower
the Reserve Bank to opcu gold accounts
abroad. At present, the gold hold in the vaults
of the Reserve Bank does not earn any return.
Occasionally there are, hov/-ever,
opportunities for earning a small return on
deposits of gold mide with the Bank for
international set-tle'ments Or  other
international  orga-nifations. The gold
deposited will be returned in the form of gold
after thn period for which it was deposited.

The interest will be in the 4 P.M. form of gold
or foreign exchange. At present, the Reserve
Bank is not in a position to take advantage of
such opportunities to earn interest on gold
balances, and this is sought to be rectified by
empowering the Bank to open gold accounts
abroad. It is not the intention to transfer gold
abroad frOm India and, in any case, section
33(5)(b) of the Reserve Bank of India Act
specifically stipulates that not less- than
17/20th of the gold shall bj> held in India. It
will be seen that even after the nmendment is
passed, only a small portion of the Reserve
Bank's gold holdings can be deployed by
opening gold accounts abroad.
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The Bill also seeks to empower the Reserve
Bank to invest in foreign securities guaranteed
by foreign governments. As I have explained,
the purpose of this amendment will be to allow
the Reserve Bank to earn a slightly higher
yield consistent with liquidity and safety in
order to avail of the new opportunities that the
international market is offering. This of the
new opportunities that the international market
is offering. This the United Kingdom or Japan
do not usually issue bonds in international
markets in their own names but prefer to
authorise their public sector bodies to issue
bonds in such markets which are
unconditionally guaranteed as to the payment
of principal and payment of interest by the
government concerned.

Sir™ at present, the Reserve Bank can open
accounts abroad only with foreign banks. This
has led to the anomalous situation that
whereas the Reserve Bank can place a Euro-
dollar deposit with a foreign bank in London,
it cannot place a similar deposit with a branch
of an Indian public sector ban!?: in London.
Placing of such a deposit will held the Indian,
banks in expanding their business abroad.
Further, our action in discriminating against
our own banks and preferring to deposit
money with foreign banks is likely to create
an unfavourable image of our banks abroad.

Sir, for better utilisation of our foreign
exchange reserves, the Indian importers of
capital goods may requi®-e loans. The Bill
seeks to empower the Reserve Bank to make
such loans through scheduled commercial
banks either in Indian rupees or in foreign
currencies. Of course, all such imports will be
regulated by the policies laid down by the
Government from time to time. The provision
for making loans either in Indian rupees or in
foreig*a currency has been made '50 that the
Reserve Bank can have the option to allow the
importers of
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[Rhri Satish Agarwal] such goods to borrow
from the scheduled banks either in rupees,
where they do not run any exchange risk, or in
foreign currency in which case the exchange
risk is implied. In none of these -cases,
however, the importer will be allowed to utilise
the Indian rupees advanced for local expeadi-
lure. They will be immediately converted into
foreign currency for the purpose of permitted
imports. Apart from capital goods, such
advances will be made available for import of
other commodities within the framework of the
overall import policy.

Sir, I would like to invite the attention of
the House to clause 4(ix) of the Bill where we
have sought to amend the existing section
17(13) of the Reserve Bank of India Act
which empowers the Reserve Bank to invest
its funds in the shares and securities of
international and regional banks. For reasons
already explained, new regional banks such as
the Asian Development Bank and the interna-
tional financial institutions have come into
being and India derives considerable benefit
from the membership of such banks and
institutions. It is proposed to enlarge the
scope of the existing statutes to facilitate the
Reserve Bank's membership of, or investment
in, the securities of such institutions. It is not
the intention that with our hard-earned
foreign exchange, the Reserve Bank will be
investing in or speculating in the shares of the
multinational or other corporations.

I would like to mention a few words about
the purport of the amendments in clauses 6(1)
(C) and 6(2) of the Bill. At present, section
17(12A) of the Reserve Bank of India Act
empowers the Reserve Bank to purchase
securities issued by foreign governments and
maturing within a period of 10 years.
However, the Bank can now keep such
securities only in the Banking Department
but not in the Issue Department. It is
pertinent to mention here that the yield On
secu-
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rities with longer maturity is higher ' than
those with a shorter maturity, I and with
the increased foreign re-" serves, it is not
essential for us, from the liquidity point of
view, to confine ourselves to purely short-
term  securities, thereby denying the country
the higher yield on longer-dated securities.
Once the Reserve Bank is empowered to
purchase a 10-year security, I do not see
any point in requiring it to bo kept as an
asset only in the Banking Department and not
in the Issue Department. This anomaly is
being sought to be remedied by amending
section 33(6) of the Reserve Bank of India
Act so that the Reserve Bank will be free to
keep such securities as the assets of either the
Issue Department or the Banking Department
as the circumstances may require.

According to section 53 of the Reserve Bank
of India Act, the statements of affairs, of the
Issue and Banking Departments of the Reserve
Bank are to be published in the specified form
in the Gazette of India every week. In actual
administration of this section, it has been our
experience that there is a considerable time-lag
in this statement finding its place in the
Official Gazette by which time the topical
value of the publica-ti(,n is lest, Eurther as the
Reserve Bank of India's weekly statements
receive immediate publicity in the dailies and
are commented upon in Financial journals, it is
not considered essential to publish it in the
Official Gazette also every week. For the sake
of economy, therefore, this compulsion of
pubhshing the accounts in the Gazette of India
every week is sought to be dispensed with and
power taken to publish it in suitably abridged
form at longer interval.-;. This is the practice in
many other countries also. However, the
Reserve Bank will continue to prepare its
weekly accounts, submit them to its Central
Board and the Central Gov-ernment and also
publish them in its publications as hitherto.

Sir, I am afraid I have taken much of the
time of the House, but I thought
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I should place all facts before the
Members for their consideratioin.

With these words I request that the motion
moved by me may please be taken i'lto
consideration and agreed to by the House
within a very short time.

The question was proposed.

[The Vice-Chairman (Shri II. K. Lakshmana
Gowda) in the chair]

SHRI ARVIND GANESH KUL-
KARNI  (Maharashtra):  Sir, if Ihave
understood the object of the Bill correctly,
the amendment has been brought by the
Government to enable the Reserve Bank of
India  to negotiate with foreign banks and
foreign Governments about gold and
in foreign exchange transactions which the
Reserve Bank of India was not allowed
hitherto. 1, therefore, commend the Bill. 1
have no specific remarks to make on the Bill
as such. Of course, the measure that has been
brought here may be necessary and has to be
supported; but I would like clarification of one
or two points from the honourable ~ Minister.
If T have understood correctly, Mr.
Minister, you are also accepting gold
proper; that is, just as money is coming from
abroad, in foreign currency, from Indian
residents abroad, gold from Indian residents
abroad has also been allowed to come into
India. Am Icorrect, Mr. Minister? Is
this  the idea?  That is, gold coming
from Indian residents abroad  is to be de-
posited with the Reserve Bank of India

SHRI SATISH AGARWAL; No. Th:s is an
enabling provision, enabling the Reserve Bank
of India to invest their foreign exchange re-
serves in order to earn more returns, have
better safety and security and better liquidity.
This is the objective, so far as I understand it,
because my understanding is much less than
that of yours.
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SHRI ARVIND GANESH KUL-KARNI: 1
have followed; now the Reserve Bank of India
is allowed and it will facilitate perhaps import
of gold. Government of India is now
undertaking to import more gold.

SHRI SATISH AGARWAL: No, no; not at
all.

SHRI ARVIND GANESH KUL
KARNI:  Then, perhaps I think 'will be
only supporting the Bill, and I have not got any
remarks to make,

SHRI SATISH AGARWAL: Mr Vice-
Chairman, please permit me to make a small
clarification. The objective of this amending
Bill is only to enable the Reserve Bank of
India to invest the foreign exchange reserves in
order to earn more returns.  That is number
one. The second thing is to have a better
security and safety and, thirdly, to have
immediate liquidity, if need be. They are not
going to be automatically utilised. ~ Sir, for the
information of the House, I would like to say
that at present we had got in the foreign
countries, at the end ot December 1976, 86
branches of banks incorporated in India. They
were incorporated in India. These banks had
their branches and their number was 86 at the
end of December, 1976. Now, this number
might have gone up to 110. It should have
gone up to 110 by now. These are 110
branches of I  banks incorporated in India.
Now, as I  per the existing regulations, the
Re-j serve Bank of India cannot invest its I
foreign exchange  resources, foreiyA j
exchange reserves, in any of these banks
incorporated in India. This is very ridiculous
because we do not' invest our money in our
own banks, about one thousand and two
hundred" crores of rupees or so, and we are
depositing this money in the London I  Bank
or the Grindlays Bank. Now, this is only
an enabling provision which enables the
Reserve Bank  of I  India to invest these
funds in our own I  banks incorporated in
India and functioning outside.  Similarly, in
the case 1 of the foreign banks, security
is' guaranteed by the foreign banks™
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[Shri Satish Agarwal] AT A g Xor H @A @, IW AT W
That is all. So, I would like to say-that this is o1, famer g¥ w=vg A oA, EW amm ¥
only an enabling provision because the foreign TEf1E T $F ¥ ) HIC A BT W W
exchange reserves are already abroad. This is OFEA &7 ITAN EmT o4y ) IEfAn A5y
the position. So far as gold is concerned, there frwd 4% &t awadt ar = & Tfs &3
is the Government gold which is being sold. 1 Gy nEEw § IOw 4 o oA Er
Then, there is the gold reserve with the ;.r'\-{ st gfeaa #‘F!' 'ﬂ' T ArET za
Reserve Bank of India which is in deposit and Tﬁfﬁ\"m W TAE FE R, FrEE I
that is there as security. 17/20th part has to be gAGEENE T W O3 o TR T | TE
kept there and the rest is 3/20th part, that is, am i ¥ T Ag Uw AT 1A 7
15 per cent. For example, the total quantity of LAY ﬁ.. g WA qEa ?:’Fi? JI AMLE-
gold held by the Reserve Bank of India comes qEE N SHA AT FIA EH T
to Rs, 193 crores, that is, the value of gold TEE T fom zmer et w0 A1
held in the Issue Department of the Reserve st oA @ g ifrwifaaa R A oEm oA
Bank of India. That value is 193 crores of AT FAT E, IH WA A FTE AT 9T
rupees. N'ow, 15 per cent of that hardly comes AT O AMAG a1 A P e A g e
to Rs. 22 crores. Now, if at any point of time M qﬁ“ﬁr :{Tﬁ 3 az m AR
the Reserve Bank of India thinks it proper that zﬁ? JUE HT AT AT Aty E“i’f"-ﬂ"
this gold should be invested in the IMF or W1 FrE ogEew ud R omrg sms oo

TATT ¥ A T IR FH OC UF A6
a7 AET, § AT AFAT AEAT 1 AT qEA
T 1 AT A ad § qg qewAr |qrEAr g

thinks that it should be kept somewhere, then
we would be getting interest by way of gold
only and this gold will be returned in the form
of gold only. So, these are only the enabling
provisions which enable the Reserve Bank of
India to invest our foreign exchange reserves .
to the best advantage of our country. i

i oar 3
Therefore, Sir, this is only a very simple mﬁré W7 % | AR A, @owr EET
and plain Bill. That is all that I would like to faiam 412 a1z 7C aea0 ¥ faw & wie A
say. it 4% & 7 W qmw AR ST
THE VICE-CHAIRMAN (SHRI U. K. RN “:;T ?mi?ﬁ“:? g‘ﬂag;
LAKSHMANA GOWDA)Z You could m E fﬁ? qzﬁ_'—t mii T rm a,m
explain the details afterwards; you could ¥ fam oy TTETTETT ST B - _&' 5
explain it when you reply. T ﬂ?,"r 7wt 41 FCF fAu 'Tv,"'riﬁ'?ﬂ:
SHRI SATISH AGARWAL,: The 7E1 w41, gz Arg A, 47 97 wvi gl A
honourable Members know much more than 7 fr fazoit 4371 &1 gOw wAT @A 2,
myself, Sir. faeft & fedy = § Sonir w@dr & a7 a4
ey & fav g=dt am w6 & 0 & =
THE VICE-CHAIRMAN (SHRI IT. K. ¢ fr Wt mEE tw oA A A AT
LAKSHMANA  GOWDA):  Yes, Mr. T R T L
Bhandari. Not here. Yes, Mr. Jha. ford &% =4 e % at ¥y oawT ¥
; FIA UFHA T L § TEAWA E1 HIT
‘wlmeFii‘:}Tlﬁﬁﬁl : IUAATEH, %1 ¥ zAATHz @ oY atEw S o W
WERAE, Ag A W A4 faeaw & oA Brrfmam A a AR ST 7
I WA OETEA BT STEr a7 SErT &) G nFEET AW g 8, (AW eq § e
7T Ay g & g e 4@ g 7 for gWT & wawr feAdr <oeam @R,
FAET TEAE AW aw I F 9 g1 e AT TN 397 WAT WEMM WETW I | W
g & wreT TRTST F StAT 51 w71 oaw
a9 v oAy w, few oq0F w
WA UFTEA B TS §, WIOT HeAT A
=fan w7 e AT 0% "WEn, wae
W 9FT =TH | AT e 9 #7 T i
w3t & ) AW AT I F Agm AW i
oF A1 gaF Frw a% & o gwe @E 0w
firr &1 @7 agw AArd o owww o§
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SHRI LAKSHMANA MAHAPATRO
(Orissa): Mr. Vice-Chairman, Sir, while
moving the Bill the hon. Minister gave the
impression that something very good is
going to happen ' in the country because of
the amendment that he is proposing and
that foreign exchange reserves which have
increased so much in size should not be
allowed to remain idle and should
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be put to the best advantage. That is why this
small piece of legislation is tarljught. There
are different ways where he wants to spend
money as set out in the Statement of Objects
and Reasons.

My point is that this Bill is not that
innocent as it is made out to be and there is
much more in it than meets the eye. The
whole conception of this nature which is
intended to be in the form of the Reserve
Bank of India Act has emanated from a very
wrongi thinking. This is clear when we go
through the Statement of Objects and
Reasons. Sir, as you know, this Reserve Bank
of India Act was made in the year 1934. I
shall read to you from the Preamble of the
law. When it was originally intended to
constitute the Reserve Bank of India, the law
says:

"Whereas it is expedient to constitute a
Reserve Bank of India to regulate the issue of
Bank notes and the keeping of reserves with a
view to securing monetary stability in India
and generally to operate the currency and
credit system of the country to its advantage."

That was the most important purpose for
which this Reserve Bank of India was created
and a law was made. We have been working
under this particxilar law. In the meantime,
many things have happened and 1934 is far
distant a period. Without referring to or
looking at what has happened during these
years, the Finance Minister, all of a sudden,
comes forward with this Amending Bill. He
gets a huge reserve of foreign exchange. He
makes a reference to that reserve as being
something which should not glut because it is
built up by the money that is being sent by the
residents mostly and according to law the
whole thing has to be repatriated in foreign
exchange and it may vanish into thin ah- any
moment. Therefore, why do you think that it
is a very big sum? Why do you not take some
measures whereby it is not frittered away?
We could see his
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[Shri Lakshmana Mahapatro] intention
when he made the proposal about making
purchases of watches,-etc. The plea made at
that time was that it was to check smuggling
because there is a great craze for foreign
goods, especially electronic goods and
watches, in India. That was the objective given
out. We did apprehend at that time that the
Finance Minister will fritter away the whole
money. That is why we were raising objec-
tions. He was all along' assuring us saying:
"Look here, I am not going to waste the
money, not a pie, not a pound or Mark or Yen
on anything wasteful." He said that this money
w”ould be spent on whatever was considered
very much necessary. Now, when he comes to
this House with such a Bill, one is really asto-
nished. We knew his ideas. We knew that he is
wedded to a certain economic thinking and
economic philosophy and he would work in
this way. Thera is no other escape for him.
Whatever he does, he will try to see that his
economic philosophy is perpetrated and
perpetuated. That is what he has done. This
Bill is conceived on a very wrong premise. For
example, there was a time immediately after
Independence when we had enough of foreign
exchange. We thought, as the Finance
Minister now thinks, that the size of the
foreign exchange was very big. We thought
we were having enough erf sterling reserves.
But it melted into thin air. After a short time
thereafter, we felt the constraint of foreign
exchange. With great difficulty we built it up
again. So, it is a graph which is not always
growing horizontally or an ascending graph,
but a graph which, now and then, rises and
falls. It has to be like that. It is bound to be
like that because we have tied ourselves to
different international monetary systems on
account of which we will have to face such
situations. It has been stated: And whereas,
under the present disorganised monetary
system of the world it is not possible to
determine what would be the suitable
permanent monetary basis for the Indian
monetary system and in
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order to secure monetary stability— the very
important purpose for which this Reserve
Bank was constituted—, but it is clear that the
stability which was intended to be secured.
We are-not able to have. That is one aspect i
of the matter. The other thing is: that, over the
years, after the Reserve Bank of India Act was
passed' and this particular organisation crea-
ted, we have been seeing that it has. i not been
functioning in a manner that I wa,s expected
of it. On the other ' hand, in spite of our
Finance Minister telling us that it should not
be reduced to the position of a maid of the
Finance Ministry, I am inclined to say that it is
nothing beyond that now. In fact, its position
is much worse. For some time past, events,
have been taking place in this country from
v/hich one can easily see that this Reserve
Bank of India has behaved just like a private
domestic 1 servant, or to use the very word
used' by the Finance Minister, just like a maid
of the Finance Ministry. In the result, so many
things have happened in such a way that you
cannot say that they could have been done by
the Reserve Bank of India. These could have
been done by a private bank or by a petty
officer but the-Reserve Bank could not have
done them. I will g*ive you an instance which
has taken place recently. Sir, yo'U know, the
other day we raised the question about the
Kohinoor Mills, how a very large amount was:
advanced without all the formalities having
been observed and the Reserve Bank was also
a party to it. The Minister promised to us the
other day that he will constitute a committee. 1
understand that a committee headed by
somebody, v/hose name I do not immediately
remember, has been formed. I am very much
interested to know how far that committee has
progressed in its work, has any inquiry been
conducted and what steps are contemplated
with a view to seeing that such things do not
recur? In every scandal that we have discussed
in this House, we have seen the Reserve Bank
involved in it. Is it not true that the fibre that
you got from other coxmtries was got without
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any certificate which was required to be
given by the Reserve Bank of India before
the things were got? According tO' the
rules, if you are able to say that you hold
some money “somewhere in a foreign
country against a particular transaction,
you are entitled to get into this country
only those items which are importable into
our country and which are not on the
banned items list. Not only those articles
which were on the baanned items list were
got into this country, but when an inquiry
was held it was furtlier found also that no'
certificate, as required under the rules, had
been given by the Reserve

Bank. The Reserve Bank did not €ven
care to find out whether that eparticular
company had that money in that country.
That is what has happened.

Sir, this Bank has been behaving in such
a way that it has lost all credibility. Sir, I
will just now tell you some more things
which will show that we shall have to be
very, very careful about the Reserve Bank,
apart from being very very careful about
the foreign exchange money held by it. By
this law it is being enabled to have
transactions in all those foreign exchange
reserves and we will have to be very
careful about this thing. (Time  bell
rings).

Sir, what is this?

THE VICE-CHAIRMAN (SHR.T U. K.
LAKSHMANA GOWDA): You have
already taken ten minutes, you are nearing
15 minutes. I gave you a warning.

SHRI LAKSHMANA MAHAPA-
'TRO: We have not fixed any time limit for
this Bill.

THE VICE-CHAIRMAN (SHRI U. K.
LAKSHMANA GOWDA); Three Bills
will have to be passed now. So much time
has been taken.

SHRI LAKSHMANA
MAH
A-
PATRO: I have not started yet.
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THE VICE-CHAIRMAN (SHRI U. K.
LAKSHMANA GOWDA): Instead of wasting
time on that, you kindly proceed. You started
15 minutes back. You started at 4.16.

SHRI LAKSHMANA MAHA-
PATRO: I do not dispute that 1 have taken
some time. But what I want to say is that I
cannot be limited to speak in this matter.

THE VICE-CHAIRMAN (SHRI U. K.
LAKSHMANA GOWDA): 1 gave you the
warning. You can take another two-three
minutes and wind up. There are other
speakers also.

SHRI LAKSHMANA MAHA-
PATRO: You saw Mr. Kulkarni getting up and
then I sat down.

THE VICE-CHAIRMAN (SHRI U. K.
LAKSHMANA GOWDA): You have already
lost two minutes on this argument.

SHRI LAKSHMANA MAHA-
PATRO: That is because I had the bell;
otherwise, I would not have lost this time. If
you had not pressed the bell, I would not have
lost this time.

As I was saying, this Reserve Bank, in the
meantime, of course, in'consonance with the
intentions of the Government now in office, has
been doing everything that is possible for help-
ing the monopoly for helping the multi-
nationals for helping private banks to the
detriment of the public sector, to the detriment
of the rural poor and to the detriment of the
Scheduled Castes. This is what I want to say.
This is the record of performance of the
Reserve Bank.

Sir, recently, we had been very mucli
concerned about the sterling tea companies and
we shouted about it for their Indianisation. And
now you see, FERA is being diluted by the
Reserve Bank and double standards are being
adopted to give benefit to *some of the sterling
tea companies. According to rules, valuation of
the property that these sterling tea com-
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panies hold, has to be done by a particular
valuer. A particular set of valuers is being
chosen. They are almost brokers of these tea
companies, and on their valuation, everything
is done, whereas the criterion is different in
some other cases. There ,'ore, double
standards are being adopted. It is because
these sterling tea companies are involved. So,
FERA to that extent is being diluted to give
advantage to some companies.

If you see the study made by the Reserve
Bank of India in relation to the years 1973-
74, you will find that these large companies
have concentrated borrowings. As against de-
posits, these borrowings have risen by Rs.
170 crores. Here again, the foreif,in
companies have cornered the maximum
amount.

Then coming to this populist concept of
ruralism of which they make such tall claims
and proud talks everyday whenever any
matter is taken up. Sir, here you will see ihe
Reserve Bank has changed the rural banking
policy. It is not interested to have the rural
policy that was there in 1976 which said that
for every metropolitan branch office to be
started, there should be at least four branches
in the rural side. But now they are not
intere.sted. Mr. James Raj's committee said;
Go slow in this matter. If that is true and the
rural banking policy, because of that reason,
is being so altered, I want to know how you
are interested in the rural side and haw you
are interested to provide more money in the
rural side.

Then I come to the Estimates Committee.
Sir, its report is very revealing. According to
this report, during 1976, the advances to rural
sector constituted only 6.7 per cent of the
total advances against deposits of 8.9 per cent.
How is the rural sector going to benefit? This
is the Reserve Bank which is guiding all these
transactions as far as the poor people of this
country are concerned.
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Lastly, Sir, I want to say about its
performance. The case relates to the place
Bangalore. There are vaults in the Reserve
Bank of India. One day, when the Bank was
opened, out of the nine bins that were kept by
the State Bank of India, one bin was found
missing. Soiled notes wojrth rupees one lakh
were there. It is a double locking system. The
Bank which had kept the bin was also entitled
to have a padlock. When the people came to
open it, it was found missing. Of course, these
were soiled notes. All the same, Rs. one lakh
was missing. They saw this when they tried to
open it. The lock that was put there by the
State Bank of India was not there, but another
lock was put there. This is what is happening'.
How has it happened? These were the vaults
of the Reserve Bank of India. Therefore, this
is the record of the Reserve Bank of India
which is now being enabled to go into all
these transactions in othex countries. The
Reserve Bank of India, which, in its shortened
form is known as the RBI, if the Act is
amended in the way in which my friend wants
it to hi amended, will stand for 'Ruin and
Burial of India'. It will not be the Reserve
Bank of ndia. It will stand for 'Ram and Burial
of India'. This is what they want to do. What
will flow from this? You have already done
sufficient mischief. This is the last straw on
the camel's back. These are the things that will
flow from this.

The first thing is, will the foreign exchange
resources, which are now going to be used, be
abused? I think they will not only be abused,
but, because of the provisions that are now
being fitted into the law, they will also be
used very badly as far as private banks are
concerned. The private banks are now being
authorised and a lot of mischief would be
done. I am afraid, the floodgates of corruption
would be opened. There will also be manjr
people who will grease their hands because of
this. We shall have to take care of this.  Sir,
at one time,
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We were very much concerned about the brain
drain. But we are not in the least concerned
about the foreign exchange drain. Why do I
call it a drain? This is because, who will pur-
chase, who will buy these securities and so on?
"Will they be poor countries? Will they be
developing countries? No. They will only be
developed countries. Till now, you were
running with a begging bowl to other countries
for aid. Now, you have become so rich that
you want to make investments in rich
countries, in developed countries. Is this the
position truly? No. You are interested to see
that the multi-nationals make use of it. You are
interested to see that the banks which have
opened their bran- j ches there also make use
of it. It is they whom you want to serve. That
is why you have come up with this provision.
It is not for any other purpose. Now, I am
interested to knov j one thing. You have
already about 1 Rs. 11,000 crores of foreign
debt on which you pay interest. How much
will be offset against that particular interest
that you pay by this particular investment that
you want to make? I would like to have a
categori- ' cal reply to this. Is it something
better than what you are paying?

Another thing which will accrue from this
is this. You know, Sir, that even without such
an enabling Bill, the capitalists, the
monopolists and the many more unscrupulous
rich people in this country were capable of
having money in foreign banks. We were
saying that they were running what Was called
a parallel economy of black money in this
country. Will this not also permit them to
legalise their black money? Will it be in any
way helpful to unearth the black money? Or,
will it help them to convert black \ money into
legal money? This is my question.

Then, in regard to amendment of section 53,
he was saying that because Of their experience
that the matter was not coming up in  the
official |
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gazette in time, within the time of one week
that was permitted, they are making this
change. Is it the reason why you are doing it?
No. Now, you want to have no control. This
section provided for control. Now, everything
will be arbitrary. Anything can go on
unchecked. Therefore, you are interested to
change it this way because you are interested
in certain-things which you did not check in
your own country and you also want it to be
treated as a part of Government's conduct and
business. This is speculative business. They
are interested in speculative busines-j. This
particular transaction into which they are
entering will be a speculative business in
actual goods and also in securities. That is
what they say. Therefore, the Government
which is trying to allow its Reserve Bank of
India to get inta this particular trade. ..

THE VICE-CHAIRMAN SHRI U. K.
LAKSHMANA GOWDA)-, i think you will
have to wind up now.

SHRI LAKSHMANA MAHAPATRO: I
am winding up. Is it not true that everyone of
us is suffering today because of the
speculative trade? Is there any definite and
concrete measure "taken by this Government
to check speculative trading? On the other
hand, we have instances of this Government
indulging in speculative trade through this
particular law.

Therefore, my objection to this Bill is not
only from the point of view that it will be
reducing to a position ot pauperism as far as
foreign exchange is concerned, for absolutely
no reason,, but also it will be making greater
harm because all these multi-nationals, big
sharks will be able to utilise this particular
situation, as far as the foreign exchange is
concerned, to their best advantage and will
povmce upon us immediately they come to
know-about this. Is it not true that one day
when we were facing this foreign exchange
problem we had also to devalue our rupee?
Therefore, anything could happen and we will
have to dance tct-their tunes.
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Therefore, I am opposed to this par-
ticular Bill which will be doing the
greatest harm. Sir, it is a controver
sial Bill. It is better that he did not
indulge in this Bill. Our country needs
“many more important things. You
need so many things for agricultural
and o;;lier development. You require
So much money. You do not buy any-
thing for them. For anything and
everything you say that you do not
have money. Now when the money is
placed in your hands you want to give
it to other countries to prosper. So,
for Heaven's sake, do not do this. Do
Bot give it to the rich countries for
making more exploitation of a tew
developing  and under-
developed
countries.

SHRI GCVINDRAO RAMCHANDRA
MHAISEKAR  (Mabharashtra): Sir, I rise to
support the Bill because I think for the first
time after independence in this country we are
embarking on a policy of a constructive,
healthy and commercial utilisation of foreign
exchange reserve. This is perhaps ingredient
in the need of the economy. Because there is
stagnation of "the foreign reserves that we are
earning and because we are unable to utilise
them in the form of rupees in our country, we
have to resoi't to a certain methodology,
certain system through T'vhich we can get
the maximum return from our foreign
reserves. There are certain limitations. We
know we .started with 900 crore sterlings in
this ecountry in 1948, but all this foreign
reserve was being utilised to import icereals,
articles of food and articles >t
consumption. In fact, much of our work or
many of our exercises in our financial policy
were just to seek a Bort of balance between
the export ind the import trade and,
therefore, we found that we were not left with
any particular foreign reserve to  be used for
some better purposes. But now when the
import of cereals has stopped, when we have
a buffer stock of 21 million tonnes at our
disposal, 'we are building fast our foreign
re--serves. In fact, we do not know today
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where these reserves are, how gainfully they
are to be utilised by the Reserve Bank with
all the limitations and restrictions that it has
for the time being on it. We know very well
that the Reserve Bank at present is
working under certain strains and stresses
because of which it is not at liberty even to
shift its foreign earning  from a currency
of which the value is decreasing today to a
currency of which the value is increasing.
This is not permitted, according to the
Reserve Bank of India Act. By this
amendment, the Reserve Bank will now be
permitted to change a foreign currency, the
value of which is going down, into a foreign
currency the value of which has stabilised in
the international market. This is one very
important gain that the Bill will provide aftex
these amendments. That is what I could see,
in fact, from these amendments.

What have we been doing till today? Till
today, we have been exporting our resources
and importing inflation, because we have been
exporting our resources in the sense of
earning [ foreign reserves and by not being !
able to spend them in the form of i rupees.
That was why there was a statement by the
hon. Finance Minister that unless we build a
bank consortium, we will not be able to \ use
these foreign reserves in the form ; of rupees
in a healthy manner for development purposes
in this country to have a generating economy.
That was the statement he made. I am sure
that with the provisions that have been made
in these amendments, there will be loans and
advances ~ given by the Reserve Bank to the
scheduled banks and financial institutions in
this country to have foreign exchange given to
them so that they can finance Indian
entrepreneurs in foreign countries with
foreign exchange from foreign reserves.
Today these banks rely on foreign agencies to
finance the Indian entrepreneurs for their
foreign exchange. This is a very sad state of
affairs that our own banks are not self-
reliant. We talk
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of self-reliance in economy. But today our
banks are not self-reliant as far as the supply
of foreign exchange to the Indian
entrepreneurs in  foreign countries s
concerned. I am sure that this particular
transitory stage has to be gone through in the
economy of this country. I can understand that
some sort of trade deception is likely to be
there. You have to go with it once you want
that the foreign exchange reserves should give
you the maximum benefit. I particularly feel
that these amendments are going to be
healthy. What would be the result? There are
three important factors that I have seen. As I
have said, the first important factor is the
financing of Indian entrepreneurs outside by
our banks, by our financial institutions, with
foreign exchange without the help of foreign
agencies or foreign financial institutions.

The second factor that I see is that the
country will have a consortium of banks
which would make it possible for this country
to have development through rupees against
foreign exchange.

The third thing is the importing of goods.
We cannot forget that the importing of goods
would be restricted to capital goods and
subject to the approval of the Central
Government, loans and advances will be given
by the Reserve Bank to these financial
institutions and to the scheduled banks.
Therefore, in that particular case we will be
having a wider spectrum of financial
institutions participating in the use of foreign
exchange for importing capital goods and cer-
tain other goods that are required and that are
not produced in this country. Now this would
mean concentrating or getting the services of a
wider spectrum of institutions in order to
import capital goods into this co.

It has been pointed out and T quite agree
with what my hon. predecessor 430 RS—4.
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has said that our foreign exchange should be
used in order to create a new economic order
in this world where the economies of the
developing countries should be aided and
assisted. I agree, but unless, iii-st of all, we
ourselves become stronger in our national
economy, it wiU not be proper for us to go to
the help of others. It would be as good as a
weeiker person helping another weaker person
and both of them going down in this complex
international market and in these complex
International Monetary Fund activities.
Therefore, as I said, I do agree that our philo-
sophy, our policy of genuine non-alignment
should guide us in the participation of creating
an economic order where the economies of
developing countries have to be helped. But
this will not be possible for us because we are
a poor country and if we do not have these
amendments in our Reserve Bank of India Act
we will be having a vacuum, a gap that will
keep our own national economy weaker and
we will not be in a position to get the
maximum return from our foreign exchange
reserves which we have built up with all our
efforts or which we will be building up with
all our efforts in the future to come.

I have got certain doubts which I would
like to place before the hon'ble Minister. I just
would like to know whether in the financing
institutions the State apex co-operativ; banks
and the State marketing cooperatives will be
included or not. If they are included I would
welcome it. That would be indirect
decentralisation of the monetary power which
these people have been enjoying for such a
long time because if these banks are allowed
to participate which the Bill provides for,
naturally, they would have larger
participation in the world market. That is one
question that I would like to ask.

My second question is about a provision
that has been made in this Act. The Act says
that loans and advances would be given to
Scheduled banks and other financial
institutions stipu-
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lated by a particular condition. You say that it
gives an undertaking that it has made loans and
advances. Does it mean that your advances by
the Reserve Bank would be a ex post facto
thing. on the agreement of these financial
institutions includ-iing the Statae Bank, then
these financial institutions are likely to take it
for granted that it is a prior permission for the
sale of certain goods, and then it would be a
matter of right to get it approved by the
Government for these loans and advances
because, as I said, it is said, "it has made loans
and advances." I would like that it should have
been that unless they first give a stipulation
and the Government approves that whatever
they are importing are capital goods, whatever
they are importing are goods -which are really
required for the economy of this country, these
loans and advances should not' be given. I do
not think this is construed from this particular
provision that has been made on page 3 in sub-
clause (a). This particular doubt I would like to
be cleared. I feel this would be a good thing, a
transitory step that would lead, naturally, to
what my predecessor said as participation in
the building up of the third economic order of
this world. But tins is an essential transitory
step. And, therefore, 1 welcome this
amendment to the Reserve Bank of India Act.

SHRI SATISH AGARWAL: Mr. Vice-
Chairman, Sir, during the discussion of a
motion for consideration of the Reserve Bank
of India (Amendment) Bill, four hon'ble
Members have participated in the debate. I
express my thanks to all of them, including
the one hon'ble Member who has criticised
the provisions of the Bill from the core of his
heart probably feeling sore. I have no grudge
against him because there is no institution in
this world which is infallible. The Reserve
Bank is also one such institution. There may
be
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certain shortcomings. He has rightly pointed
out certain acts of omission and commission
with particular reference to the Report on the
Kohi-noor Mills. But I may remind the hon.
Member that this particular alleged scandal of
the Kohinoor Mills does not relate to the
period 1977. I do not rule out that there can be
such instances. But we are taking all possible
precautions to see that the whole banking
system is placed on a sound footing. When
this matter waa raised on the floor of
Parliament, the Government immediately
appointed a One-man Inquiry Committee. The
Report was submitted, the Government
examined it, some action has been taken and
further action is proposed to be taken.
Instructions have been issued to the Reserve
Bank to take appropriate action and lay down
certain guidelines for future purposes so that
there is no recurrence of such instances in the
future. That is all with regard to that.

Now he has referred to certain other cases
also. It will not be possible for me to go into
much more details. One particular reaction
that my hon. friend, Mr. Mahaptro, has
expressed is with regard to investment. Rather
he used the words, "Draining out foreign
exchange reserves for speculative purposes
and for investment in multi-national com-
panies." I may assure him that these two
apprehensions, that is, investment of the
foreign exchange reserves by the Reserve
Bank in multi-national companies and for
speculative purpose, are ruled out. I have
made it clear in my main speech also and he
should have no apprehensions on this score.

Now, so far as the allegation that the
Reserve Bank was encouraging multi-
nationals, black money, blackmarketeers,
hoarders and monopolists as against the
public sector banks is concerned, I do not
know much about the past. He knows much
more than what I know about it. This may
have been the practice long back. But so far as
1977 and thereafter is concern-
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ed, I can assure him that here are fresh
instructions issued by the' Finance
Ministry and the Reserve Bank—this is a
long note. There are ten  points  which
are recently issued. If the hon.
Member insists, for his information, I
can read out these ten points.. The ins-
tructions that have been issued ai-e that the
major percentage will naturally go to the rural
sector. We want to strengthen the  rural
banks, the small, banks and the public
sector banks also. Now the DRI scheme has
been extended to all the districts  in the
country. Half a per cent of the total deposits
and issues has to be invested. = Then the
Scheduled Castes and Scheduled Tribes
people, marginal farmers, small-scale
artisans and so on and so forth are there. All
these details he is very much aware of and I
am sure he knows much more than what I
know about banking. I know only this much
that so far as banking is concerned, one has to
be cautious about three things. Firstly,
security of investment, secondly, liquidity of
investment and, thirdly, return. A depositor
has  to be conscious about all those
things. He chooses a bank, whether it
is a co-operative bank, rural bank, apex
body, a public sector bank o0z- a private sector
bank, where his deposit will be safe. I am
only too serious about it. And liquidity—
whether I can get money at the appropriate
time, say, when the marriage of my children
take place. The other point is, wha| return I
am going to get. So. these are the three
considerations which a man has in his private
life and they are very much there so far as
Reserve Bank is concerned.

So far as our foreign exchange reserves are
concerned, they are not here in India. They are
neither in Bombay nor in Calcutta nor in
Delhi. They are all abroad. It is absolutely a
misnomar, as if we have the foreign exchange
reserves here in the North Block and we are
going to transfer them to UK or USA. The
learned hon. Member apprehended that they
*will be invested in the developed
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countries in  multi-nationals and for
speculative purposes. For his information I
may tell him that at the end of December,
1976 we had 86 branches of Indian banks in
foreign countries and now the number has
gone up to near about 108. The total amount
in deposits at the end of December, 1976 was
Rs. 914 crores which haa gone up to near
about Rs. 1,200 crores now. Now look at the
branches we are operating: —

Guavana

Fiji Izlands

Mauritiuz

Kenva

TAE

Ormamn

Belgium

Japan

France - i
Hong Kong -

- bh Mo W @ W =T B

st
-]

Singapore ]
ori Lanka e
USA. . . T
Bahamas - Cow
West Germany .
Bangladesh . .
K "
5P.M.
Now these are very, very small countries.
Excepting the USA, we have got only two
branches. We are not going to have more. So
that apprehension you should not have in
your mind, that this whole investment is
going to be in developed countries, or

anything like that. It is only to strengthen
these banks.

SHRI LAKSHMANA MAHAPA-TRO;
How much it is able to transact is the thing
that matters. It is not a question of numbers—
one or two. Even a single branch can play
great havoc if it is in the UK. or Japan or
Hong Kong or the USA.

= = B3 G2 &R
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=

SHRI SATISH AGARWAL: If the
branches play havoc and there is some
scandal, we are here accountable
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[Shri Satish Agarwal] to Parliament. We
shall stand and face some sort of Shah
Commission hereafter. Why do you worry
about it? So far as the things as at the present
moment stand, they do not indicate to the side
which you have pointed out.

Now, so far as the return is concerned, I am
told at the moment we are getting 6.10 per
cent return on our foreign exchange
investments and by this new mode of
investment, or this enabling provision the
Reserve Bank will be able to plan out such
investments in certain other approved sectors,
certain other financial institutions which are
guaranteed by various Governments. We shall
probably be able to get nearly one per cent
more—this is a rough estimate— and that will
mean much more in the total perspective of
the whole thing. So, so far as the question of
return i3 concerned, that is my reply.

Now, so far as the question of dilution of
F.E.R.A. is concerned, this goes to the credit
of my friend Mr. jMahapatro that he enlarged
the premises of discussion over this limited
Bill. It is only a question of .o
(Interruptions). Perfectly right. You are
perfectly right that way. It is too much wide.
It has crossed all limits. You have crossed the
boundary. That is what I was saying, nothing
else. That is why I was paying compliments to
you when I said that you know much more
about banking than what I know.

So far as the question of some tea
companies' dilution of FERA is concerned,
that is a different matter. But we have issued
instructions that the foreign companies have
to go within that particular limit of 40 per
cent or something like that, within a particular
specified period. If there are certain specific
complaints, the Government can look into
them.

Now, he has referred to certain other
banned items being allowed to be imported.
I am not absolutely

[ RAJYA SABHA ]

(Amdt.1 Bill, 1978 104

clear in my mind what particular banned
items he has in mind. But if there are certain
illegal importations being allowed with regard
to certain items by the Reserve Bank, the
Government will definitely look into the
matter.

Now, he also referred to a matter
in Bangalore where a sum of rupees
one lakh was missing from a parti
cular vault—this and that. These are
specific complaints. I do not rule out
the possibility of such things
happening in such a  Dbig
organisation. But then precautions are being
taken,—and action is being taken—wherever
thought necessary.

Then, Sir, he has referred to an ap-
prehension that it will generate black money
in foreign exchange. I am sorry I cannot agree
with this suggestion of my hon. friend. This is
not going to generate black money in foreign
exchange. The whole thing has t, be regulated
according to the provisions of law. There is no
question of any black money in foreign
exchange, or, say, foreign exchange
racketeering, if there be any—and there may
be; I do not rule it out. But how will they be
able to take advantage of it? I am sorry I do
not agree with th, suggestion of my learned
friend. So far as his particular points are
concerned, I think it is sufficient.

Now, my friend Mr. Jha, sitting at my back,
referred to the mobile bank system. I may tell
him that there are certain banks in this country
which have adopted this system of mobile
banks. It is , question of rost; now. The
United Commercial Bank i on? such bank
where they have organisec this system of
mobile banks and thej have adopted it and are
practising h But it is a costly affair. This is
good This is a welcome gesture whicl
should be good particularly for 1b rural
sector.

Now, so far as the other points rais. ed by
my hon. friend with regard fc indigenous
manufacture versus import are concerned,
the Government o India has laid down a well
thoughl
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import policy that has been announced by
the Government is not going to hamper
the growth of indigenous manufacturers.
It will be kept in mind. So, wherever we
are going to allow imports of gold and
imports of capital goods and utilise these
foreign exchange reserves, it is not going
to mar any chances of prosperity so far as
the indigenous industries are concerned.
So far as the nationalisation of the
foreign banks is concerned, I remember
that the Finance Minister said something
on this score, and I am not completent
enough to say something more than what
he has already said.

So far as the question of banking
consciousness about th© banking system
is concerned, this consciousness is very
much growing in the rural areas, and the
people are becoming very Kiuch banking
minded, in my own ' rural constituency
the people are very much after getting
more and more banks opened in the rural
areas. So, the people are becoming very
much banking-minded. Rather, on the
contrary, the complaint is that the de-
posits that the banks mobilise in the rural
sector, are not invested to that extent in
the rural sector itself. Now instructions
have been issued on that score that there
should be much more investment as
against the deposits mobilised in the rural
sector. So, that | particular problem will
not be there.

He enquired about some remittances
also. I have given you the total figure of
the foreign exchange available at the
moment, but I may inform this Hon.
House that the non-trade remittances of
foreign exchange which were near about
Rs. 1,000 crores in 1975, which rose to
Rs. 1,500 crores in 1976 and which rose to
Rs. 1,900 crores in 1977, are bound to
cross Rs. 2,500 crores in 1978. This ig
going to prove that there is not much
speculation  or  foreign  exchange
racketeering, and that everybody who is
going abroad and earning money,
doing
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some profession or business abroad, is
remitting his foreign exchange earnings
to India through the legal channels. So,
there is nothing to worry about on this
score.

SHRI SATISH AGARWAL:  With
regard to the particular point regard-mg
the State-wise zones for recruitment, it
could have been very well raised
yesterday. But he is not gonig to miss
an opportunity and particularly he is
going to put a new  man for cross-
examination.  Any way, 1 have to
state that so far as the Statewise zones
scheme is concerned, for example in the
Eastern Zone we have got the UCO Bank
and another bank which will collaborate
and  recruit people for these two banks
throughout the coiintry, and they will and
they can o-cate centres for
examinations all through out. They can
have four or five places, examination
centres, interview centres that way.
So, the seven centres or the seven
boards that were referred to by the
Finance Minister is only grouping of
banks, the nationalised banks, and
wherever there are more branches of a
particular bank in a particular area,
they have been clubbed together that way.
It would not be required for the people
working in the South to come to Calcutta
or Chandigarh or anywhere else. They
will have recruitment facilities at all these
places. That particular scheme is yet to
be worked out. The recruitment in
banks is  being done according to the
existing procedure, that is the past
procedure. After passing of this Bill and
it becoming an Act, new recruitment
boards will be set up, new procedures
will be devised and all the suggestions
made hy the hon. Members will be
kept in view.

Certain points were raised by the
hon. Member who spoke last. He said
with regard to certain co-operative
banks, and some advances and loans to
the Scheduled Banks and all that. So far
as these points are concerned,
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[Shri Satish Agarwal] I am told that at the
moment the cooperative banks are also to
some extent in the State sector. So far as the
banking aspect is concerned, they are largely
regulated and controlled by the Reserve Bank
also partially, but it is not a full control as in
the case of the Scheduled Banks and the
public sector banks. With regard to whatever
suggestions you have made in your learned
speech, full of appreciation for the Bill, and
other points that you have covered, right now
I assure that the suggestions that you have
made in this respect shall be looked, into and
whatever possible will be done. I will send
you a reply in writing with regard to your
points which you have raised. With all these
words, Sir, I think that there is nothing more
for me to say. I am very thankful once again
to the hon. Members for giving their valuable
suggestions and for according their welcome
to this measure. I hope the motion will be
adopted and the Bill will be passed. Thank
you.

THE VICE-CHAIRMAN (SHRI U. K.
LAKSHMANA GOWDA): Now, the
question is:

"That the Bill further to amend the
Reserve Bank of India Act, 1934, as
passed by the Lok Sabha, be taken into
consideration."

The motion was adopted.

THE VICE-CHAIRMAN (SHRI U. K.
LAKSHMANA GOWDA); We shall now
take up clause-by-clause consideration of
the Bill.

Clauses 2 to 9 were added to the
Bill

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

SHRI SATISH AGARWAL: Sir, I
move:

"That the Bill be passed." The question

was proposed.
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SHRI LAKSHMANA
PATRO: Sir

MAHA-

THE VICE-CHAIRMAN (SHRI U. K.
LAKSHMANA GOWDA); You have a heady
spoken.

SHRI LAKSHMANA

MAH
A-
PATRO: Sir, in sPite of whatever I said with a
view to establishing that this particular
amendment Bill is a manifestation of
bankruptcy of imagination, the Minister went
on saying that something good is flowing from
it and that there need be no apprehensions.
That apart, I want to know what he is doing
about the demands of the employees in the
Reserve Bank of India. They have been on
strike for a long time and they want so many
clementary things. Everyday thousands in
number are demonstrating in front of their
offices. That is the scene we see everyday in
Delhi and also in Bombay and other places.
Now, their demands are very few. They are;
revision of wages, restoration of trade union
rights, right to bonus and protest against the
alleged illegal or wrong implementation of the
Pillai Comjnittee Report. So these are the little
things that they are worried about. And what is
the Government doing about it? They should
tell us.

The second thing is, he says that new
directives have been given to the effect that the
rural areas should be better served and for that,
more money should be invested in the rural
areas. That was not my point. That was the
point of Mr. Jha and he has replied to that. I
just wanted to know what makes the Finance
Ministry not sanction a Local Office of the
State Bank of India in Orissa. I have been
writing letters since 1974 and every time they
are giving some excuse or the other. There are
already 100 branches there now. All the MPs
put their signatures to this demand and placed
it before the Finance Minister when he went to
Bhubaneswar a few months back. Then we
have had the resolution of the ofiicers'
conference a unanimous re-
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s-olution on this matter.
Further,

when the Chief Minister met the Fin ance
Commission, he made the same point there.
Everyone—not a single person excepted—has
been making this demand. What is this
reason— "restructuring"does not  qualify"
and all that? Is it not true that in
other places the number of branches is
smaller and yet you have giventhem &
Local Office? How do you
attend to the problems of a backward State
like Orissa if you want to deal with n\atters
from Calcutta, a deve- loped area compared to
Orissa? These are the points which should be
under stood. They cannot be dealt with in
this fashion. People are now in  astate of
discontent now. One day

(]Titerr?-Mptio?i).

THE VICE-CHAIRMAN (SHRI U. K.
LAKSHMANA GOWDA): I think this
Bill relates to foreign exchange.

SHRI LAKSHMANA MAHA-
PATRO: The third thing is, for the last toree
or four days I see in the papers daily that this
particular provision has also been made with a
view 1 to seeing that we sell the gold that
we have kept in the Reserve Bank by auction
and that we also import gold from foreign
countries for the purpose of making
ornaments and again exporting them for
earning foreign exchange. Is that true? How
far  is that true? I want to know to what
extent yOu will be investing money for
such imports.

SHRI SATISH AGAR WAL: Sir, the hon.
Member raised three points.  The first is
with regard to opening of a Local Office
of the Statae  Bank of India in  Orissa.
The other thing is with regard  to sale and
import and export of gold. The third is with
regard to certain RBJ employees. SQ far as
sanction fOr local offices to be opened
in Orissa is concerned. I am presently not
aware of the facts and the  background of
the non-sanction. But I may assure him that I
will make an inquiry into this aspect and
will
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let him know as to what came in its way.

So far as the question of gold is concerned, I
am sorry to say that the present Bill has got
nothing to do with the impor® of gold Or
export of gold ornaments.  That is absolutely a
different scheme which was announced on
February 20, 1978 by the Finance Minister when
be made his Budget Speech.  That scheme is
for sale of gold by Govei'nment as part of anti-
smuggling drive. And import of gold at
international prices is only for export of sold
ornaments. This Bill has got nothing to do wilh
that sche me. The gold accounts that are to be
opened are something different. So far as the
Reserve Bank is concerned, it has got nothing to
do with that part of the policy of the
overnment

whereby we ai'e going to import ."oid at
international prices for export of gold jewellery.
Then, as far as the question of Reserve Bank
employees going on a strike is concerned, that
again ig nothing unusual with the Reserve
Bank of India.  All  bank employees have
gone on strike. There fore® So far as we are
concerned, the whole question has to be looked
into

from that perspective. = We are wait ing for the
report of the Bhootalin- gam Study Group

SHRI LAKSHMANA MAHA-
PATRO: The Bhootalingam Com-
nr.ittee .......

SHRI SATISH AGARWAL: You had your
say. You might agree or youj might not agree,
the Government is I not going to take any
decision with regard to increase in the salaries or
wages of an individual or a sector of the
employees without looking into the whole
national perspective. I think at present bank
employees are I  paid much better than those in
other sectors.  So this thing hasto be
looked into in that perspective. It is not a
question of satisfying certain employees of
the Reserve Bank. I can also say that we will
plead their case. That is not the qu'estion. We



111 Electricity (Supply)

[Shri Satish Agarwal]

have to view things in a national
perspective, from the point of view of
national service. What should be paid, the
manner in which it has to be paid, all these
questions have to be studied. And
Government appointed the Bhootalingam
Study Group. They have submitted their
report. After examining that report very
carefully, justice wiU be done to the various
sections of the society.

Sir, with these words, J request that the
Bill be passed.

SHKI LAKSHMANA MAHA-PATRO:
Sir, the report of the Bhootalingam
Committee...

THE VICE-CHAIRMAN (SHRI U. K.
LAKSHMANA GOWDA); Yes,
Bhootalingam Committee's report is there.
They have to study it, examine it.

The question is—
"That the Bill be passed."

The motion was adopted.

THE  ELECTRICITY
AMENDMENT BILL, 1978

THE MINISTER OF ENERGY (SHRI P.
RAMACHANDRAN): Mr. Vice-Chairman,
I move;

(SUPPLY)

"That the Bill further to amend the
Electricity (Supply) Act, 1948, as passed by
the Lok Sabha” be taken into consideration."

Sir, this Bill seeks to amen” the financial
provisions of the Electricity (Supply) Act,
1948. The Act which was last amended in
1976. defined the role of the Central
Electricity Authority and gave a positive
direction in the structure of the Act for
separation of generation functions from
distribution. This amendment, however, did
not make any change in the financial
provisions governing the structure of the
State Electricity Boards, the norms of the
financial working or
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the manner in which they were to prepare
and fxirnish their accounts. During the next
Plan the public sector will be responsible
for utilising 23 per cent of the total public
sector outlay and it has programmed to
instal an additional capacity of 18,500 MW
which would be almost two-thirds of the
total installed capacity available today.

State Electricity Boards will be the main
agencies for implementing the I[>ower
development programmes. While we are
separately pursuing with the States the
matter of greater professionalisation and
functional working of the State Electricity
Boards to improve their management, the
financial working of the State Electricity
Boardg is largely governed by the structure
envisaged in the Electricity Supply Act of
1948. The capital investment by the State
Electricity Boards is made available to them
today entirely in the form of loans apart
from what they are themselves able to
generate from their internal resources. The
bulk of the loans have beeo made available
by the State Governments. The lending
institutions which will continue to finance
much of the investments in the next few
years, would be anxious to ensure that the
State Electricity Boards earn adequate
returns and work with a greater degree of
financial viability which will strengthen
confidence in these institutions for dis-
charging their responsibilities under the
Electricity Supply Act of 1948.

State Electricity Boards are autonomous
organisations but are subject to pohcy
guidelines from the State Governments. The
State Electricity Boards are organised to
function in the most efficient and
economical manner. There are no positive
directions as to how the Boards should
accomplish this and the Boards have
fvinctioned in the past in an unequal manner
depending on the State Governments or the
lending institutions to meet their entire
requirements from the capital investment.
A



