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SHRI KALP NATH RAI: My point
of order 1s 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 can-
not direct the Prime Minister or any
other Minister and force him to make
a statement. If they make a state-
ment suo moty, it will be very gocd.
But if they do not want to make it,
we cannot force them. Now we oru-
ceed with the other business...
(Interruptions) .. .Now discussions are
taking place, Your own Leader is
there and why should we step the
business here? (Interruptions)...Wa
shall proceed with the business, Yes,
Mr, Agarwal. Let us proceed witn
the business... (Interruptions) ...

N

(Continued).

THE RESERVE BANK OF INDIA
(AMENDMENT) BILL, 1978—(contd.)

SHRI SATISH AGARWAL: Sir, I
beg 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, 1 support it.

SHRI KALP NATH RAI (Uttar
Pradesh): There was a Special Men-
tion by Makwana Saheb, How can
you proceed with this when the Spe-
cial Mention was there?

THE VICE-CHAIRMAN (SHRI
U. K, LAKSHMANA GOWDA):
I will look into it, There was a Spe-
cial 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 consi-
deration for that tomorrow because
we have already...(Interruptons) ...
Because what we have done is...
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(Interruptions)...It is going to be
very difficult to proceed. 1 have al-

ready called the Minister,

SHRI KALP NATH RAI: Tke next
item was a special mention by Shri

Makwana. Therefore, he should
make a special mention,
SHR1I ERA SEZHIYAN (Tamil

Nadu): The consideration of the Bilk
has already started.

THE VICE-CHAIRMAN (SHRI1
U. K, LAKSIHIMANA GO VDA):
Mr, Makwana, one minute, What hap~
pened at the earlier stage wag that
the Chairman called your name, but
you did not speak, (Interruptions).
Your name was called, but you were
not in the House,

SOME HEON, MEMBERS: He was:
there.

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

(Interruptions)

[MR. CHAIRMAN in the Chair]

MR, CHAIRMAN: The Bill has al-
ready been moved. If you can wait
for one minute, till the Leader of the
Opposition speaks, we can come 1o
some final decision, -

fagw & am (o wwemfa faae)) :
AT, TE FeT A7 g B S ara & 3ugAr ar
ag AT 3T AFT | A4 T4 AW gZ AT fE
T F1 §7 a7 F fag ey #X T AR fR
§2 € gAY, AT D AT HT 79T T TFHT
g1 sm ) wraw fag qafEa w4 ey aer
TAT Y 7% | JIOF ford wraad ag o qufEa
TG g fo st AT Y ;O AT FL A A
F wazhw § ¢ aq1f® qg U vwy 74T §
ot qree® SO NAT H § ) IR Al AT
Faaqeq fear o1, Osq AT & W 333 | q@ AT
T T AT | I ATS A FA AGT AL
frama sa% f 20 I &S W, WMUR Iy4ET
% 78 | A g AIH AR A AR
JTC A A AT T TG F AL gL HEF
& AT AT A | AT A wgHwET w7 e
& AT FATH FIE a1 AT Ty | v feafw
7 7 frama 3o ZAE 99 &S ST 950 TR
fata & o) 97 399 g0 5 m=e | amrdy wg
foafg, e fomg 7Y wWR & wWaw
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[ Faarifs faas)
MARZ FT | 394 fqarr gar &3 w1 wear
E
LAt this stage some Hon, Members
walked out of the Chamber)

MR, CHAIRMAN: Hon. Minister
thave you moved? Mr, Kulkarni, have
you to speak on this?

I

SHRI SATISH AGARWAL. As ihe
Hon. Members desiredq me to say
something about the provisions of the
Reserve Bank of India (Ameandmeut)
Bill, 1978, I wish to say with your
Permission, gir, that the Reserve Bank
©f India (Amendment) Bill, 1978 as
Dassed by the Lok Sabha, I have
anade g molion, be taken intg consi-
aeration.

This Bill seeks to amend the Reserve
Bank of India Aect, 1934 primarily to
enable the Reserve Bank to deploy
our foreign exchange reserves to tha
Jbest advantage. The foreign ex-
«change reserves are best utilised by
dmporting capital goods on a selectiva
dasis for regenerating our economy.
Every couniry, however, always has
some reserveg which could be deploy-
2£d pending utilisation to the best ad-
wantage of the country.

The nature and content of our
foreign exchange reserves 1s not ful-
1y understood in some quarters. Mr.
«Chairman, Sir, with your permission
amay I clarify the position for the
Dbenefit of this House? Foreign ex-
«hange reserveg are presently held in
4he form of foreign balances or
treasury bills or securities or bonds
dssued by foreign governments and
.deposits with lop ranking baaks
abroad. By the very definition, the
derm foreign reserves do hot repre-
sent any assets held physically in
¥ndia but only the right of access
available to the country for funds
theld abroad. The proper uiilisatior
©f the reserves is, of course, to import
<apital goods or such other commo-
dities as will benefit India within
ghe framework of the import policy
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but obviously, al] 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 coua-
try for meeting the future import
bills or for meeting unforeseen contin-
gencies. That is really the purpose
of a ‘“reserve”. While the funds are
so held abroad, it is but reasonable ic
expect that the Reserve Bank should
try to maximise its earnings on them
consistent with safety and liqu.dily,
and amendmentig have been propesed
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 Bauk
suffers from some limitaticns. New
avenues of invesiment such as the
Euro Bonds issueg or guaranteed by
foreign governments, bonds issueq by
international or regiona] financial ins-
titution such as the Asian Develop-
ment Bank and negotiable certificates
of deposit issued by the werld’s large
banks have become now available,
and many Central Bankg of the world
have taken advaniage of these
avenues for earning a better return
and also for maintaining better liqui-
dity of their external reserves. The
internaticnal market for bonds and
certificates of deposils is now well-
developed with the result that an
investment in a bond or a certificats
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 will
give the Reserve Bank a slightly
higher yield than is available under
the existing provisions, without im-
pairing liquidity.

In seeking this amendment, we are
not propcsing either to throw away
the present advantage in the foreign
exchange reserves that the country
possesses or to relax the strict restric-
tions that government applies in the
matter of import of goods wagainst
these reserves. There should be no
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aporehension in this House on this
Scene. What the Bill seeks is a pro-
per deployment of the reserves pend-
ing their utilisation in accordance
with the policy laid down by the Gov-
ernment earning better returns and
for proper husbanding of thesa re-
sources. 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 re-
serves are deployed to the best ad-
vantage of the countiry ang any Tes-
trictions that exist in the statutes
which stand in their way shouii be
relaxed.

Under the Bill; it is proposed to
empower the Reserve Bank to opon
gold accounts abroad. At present,
the gold hold in the vaults of the
Reserve Bank does not earn any
return. Occasionally there are, how-
ever, opportunities for earnitig a
small return on deposits of golgd made
with the Bank for international set-
tlements oy other international orga-
nirations. The gold deposited will be
returned in the form of gold affer
th~ period for which it was deposited.

The interest will b2 in the
4 PM. form of gold or foreign ex-

change. At present, the Re-
serve Bank is not in a position 10
take advantage of such opportunities
to earn interest on gojq balances, and
this is sought to be rectifieq by em-
vowering the Bank to open goid ac-
counts abroad. It is not the intention
to transfer gold abroad frorn India
and, in any case, section 33(5)(b) of
the Reserve Bank of India Act speci-
fically stipulates that not less than
17/20th of the gold shall Be held in
India. It will be seen that even aiter
the emendment is passed, only 5 small
portion of the Reserve Bauk's gold
holdings can be deployed by opening
gold accounts abroad.
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The Bill also seeks to empower the
Reserve Bank tp invest in foreign
securities guaranteed by foreizn gov-
ernments. Ag I have explained, the
purpose of this amendment will be
to allow the Reserve Bank to earn a
silghtly higher yield consistent with
liquidity anq safety in order to avail
of the new  opportunilies 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 internafional
markets in their own names but pre-
fer 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 govern-
ment 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 g Eurc-dollar
deposit with a foreign bank in Lon-
don, it cannot place a similar deposit
with a branch of an Indian public
sector bank in London. Placing of
such a deposit will held the Indian
bankg in expanding their business
abroad. Further, our action in dis-
criminating against our own baiks
and preferring to deposit meney with
foreign banks is likely tg create an
unfavourakle image of our banks
abroad.

Sir, for better utilisation of our
foreign exchange reserves, the Indian
importers of capital goods may require
loans. The Bil] ceeks 1o empower the
Reserve Bank to make such loans
through scheduled commercial banks
either in Indian rupees or in foreign
currencies. Of course, all such im-
porls will be regulated by the policies
laig down by the Government from
time to time. The provision for mak-
ing loans either in Indian rupees or
ip foreigna currency has been made so
that the Reserve Bank can have
the option to allow the importers of
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such goods to borrow from the sche-
duled banks either in rupees, whe:e
they do not run any exchange r:sk,
or in foreign currency in which case
the exchange risk is implied. In none
of these cases, however, the importer
wil] be allowed to utilise the Ind:an
rupees advanced for local expeadi-
ture. They will be immediately con-
verted into foreign currency for tne
purpose of permitteq imports. Apart
from capital goods, such advances
will be made available for import of
other commodities within the frame-
work of the overall import policy.

Sir, I would like to invite the atten.
ticn of the House to clause 4(ix) of
the Bil} where we have soughi 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 expldined, new
regional banks such as the Asian
Development Bank and the interna-
tional financial institutions have ccme
inig being and India derives consider-
able benefit from the membership of
such banks and institutions. It is
proposed to enlarge the scope of the
existing statutes to facilitate the Re-
serve Bank’s membership of, or in-
vestment in, the securities of such
institutions. It is not the intention
that with our hard-earneg foreign
exchange, the Reserve Bank will be
investing in or speculating in the
shareg of the multinational or other
corporations.

I would like to mention a few words
about the purport of the amendments
in clauseg 6(1) (C) and 6(2) of the
Bill. At present, section 17(12A) of
the Reserve Bank of India Act em-
powers the Reserve Bank to purchase
securities issued by foreign govern-
ments 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
mentioa here that the yield on secu-
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rities with longer maturity is higher
than those with a shorter maturity,
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 se-
curities, thereby denying the country
the higher yield on longer-dated secu-
rities. Once the Reserve Bank is
empowered to purchase a 10-year
security, I do not see any point in
reqiuritg 1t to te keopt ag  ap asset
only in the Banking Department and
not in the Issue Department. This
anomaly is being sought to be reme-
died 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 Re-
serve Bank of India Act, the state-
ments of affairs, of the Issue and
Banking Departments of the Reserve
Bank are to be published in the spe-
cified form in the Gazette of India
every week. In actual administration
of this section, it hag been our ex-
perience 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-
fien is lest. Frertner as the Rescrve
Bank of India’s weekly statements
receive immediate publicity in the
dailies and are commented ypon 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 com-
pulsion of publishing 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 intervals.
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 I sv-
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 yato consideratiop and agreed
to by the House within a very short
time.

The question was proposed.

[The Viea-Chairman (fhrj U. K.
Lakshmang Gowda) in the Chair]

SHRI ARVIND GANESH KUL-
KARNI (Maharashtra): Sir, if I
have understood the object of the Bill
correctly, the amendment has been
brougiht by the Government to enable
the Reserve Bank of India to nego-
tiate with foreign banks and foreign
Governments about gold and in
foreign exchange transactions which
the Reserve Bank of India was not
allowed hitherto. I, therefore, com-
mend the Bill. I have no specific re-
marks to make on the Bill as such.
Of course, the nizasure 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 I 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 I
correct, 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 . .

SHR1 SATISH AGARWAL: No.
This is an enabling provision, en-
abling the Reserve Bank of India to
invest their foreign exchange re-
serves in order {o earn more returns,
have better safety and security and
better liquidity. This is the objec-
tive, so far as I understand it, because
my understanding is much less than
that of yours.
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- of the foreign banks,

(Amdt.) Bull, 1978 8>
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.

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

SHHRI SATISH AGARWAL: Mr
Vice-Chairman, please permit me ta
maXke a small clarification. The ob-
jective of this amending Bill is only
to enable the Reserve Bank of India
to invest the foreign exchange reserveg
in order to earn more returns. That
is nuwnber pne. The second thing is
to have a better security and safety
and, thirdly, to have immediate liqui-
dity, 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 of
December 1976, 86 branches of banks
incorporated in India. They were in-
corporafed 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 11G
by now. These are 110 branches of
banks incorporated in India. Now, as
per the existing regulations, the Re-
serve Bank of India cannot invest its
foreign exchange resources, foreiga
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 -
Bank or the Grindlays Bank. Now,
this is unly an enabling provision
which enables the Reserve Bank of
India to invest these funds in our own
banks incorporated in India and func-
tioning outside. Similarly, in the case -
security  is

guaranteed by the foreign banks..
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That is all. So, I would like o say
that this is only an enabling provi-
sion because the foreign exchange re-
serves are already abroad. This is
the position. So far as gold is con-
. cerned, there is the Government gold
which is being sold. Then, there is
the gold reserve with the Reserve
Bank of India which is in deposit and
that is there as security. 17/20th part
has to be kept there and the rest is
-3/20th part, that is, 15 per cent. For
example, the total quantity of gold
held by the Reserve Bank of India
comes to Rs. 193 crores, that is, the
value of gold held in the Issue De-
partment of the Reserve Bank of
India. That value is 193 crores of
rupees. Now, 15 per cent of that
“hardly comes to Rs. 22 crores. Now,
if at any point of time the Reserve
Bank of India thinks it proper that
this gold should be invested in the
IMF or 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.

Therefore, Sir, this is only a very
-simple and plain Bill. That is all that
I would like to say.

THE  VICE-CHAIRMAN (SHRI
U. K. LAKSHMANA GOWDA): You
could explain the details afterwards;
you could explain it when you reply.

SHRI SATISH AGARWAL: The
honourable Members know much
more than myself, Sir.

THE VICE-CHAIRMAN (SHRI
U. K. LAKSHMANA GOWDA): Yes,
Mr. Bhandari. Not here. Yes, Mr.
Jha,

oG fom @ m (faEme) c SwEwewa,
WEIRA, A A3A v A4y faimw 2 mmr
wwmwvwmm“ra_rmé|
I o% & fF Suw gsewea £% & 7
THHT FEIAA o aF SE F aE G @rAar
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S qre gW 3 ¥ gAtq ¥, S§ HIF W
off, fogedt gq =g Ar Y, I BT
TE fgar 79 ¥ 1 9T Y €T B OERA
qFEA FT SUAN FIAT AT 1 gWiAT A7
fws a5 & amadr @ @ § qifs F9a7
Y GR9 TFEW § IAF ST § TEAMT &
ok ot iferq F#m 7 wrEg FgT & F
#fqzd T¥A A1 TR FIW H, AET ST
gAIEENE FET H SIF ¥ IEIIA HL | T3
A EF T U g T ITAA K AT 3 |
afF ¥ g srEer A g f& a1 M3
ATy gn“r gy ST @ afEE qEE w
THE & ¥ U A0 A B dT
ST oAt gEr &, Evwifaww &, St gwW 0¥
FAET AT, I@ WA S T FE O
o9 Tk qMAT ar qEr 7 oFAitE o o W
st gfray Hift & ag 3w F AwEE
T FEWT F1 WA # oAifF & | AT
T ERT UFHIS ¥9 RO warg suy
NFTE & AT F THIE F I UE FAEN
ar &, ¥ 4g AN ARAT E o AZ § g
T | AT @AY q@ O AF AT AEAN E
fF &t fazon as fggeama & fras oM
GRA TIFAF g, IT qT T WOFT HE
Fwge gem 7§ wg Amw g fr w1 oAe-
gew & fowsr a9g § FgAcd oF § g
oA | 3afan SART ;T S FEEA FAT
g W9 A% G AT GOHA F7 AGY, AN
HE AT T | A F@, wrgEy ATET
fagas o2 §iT 9T qm F fag % AT A
fa2et 4% 2 [g =9Ar TATET FHT FIA
UFREA AFT AT qg AT @A @Sl FW
gd ww wwer 3‘rrrr 1§ ag & SEE
e g fF wRA Uess w5 ?ﬁfma ECAL]
%fmmnmﬁwﬁmaﬁa%
a1 A P oA GiE A F fau agmaT
T OR, qg W, a1 7y WA g ana
g fo fazer =0 fratmamrva’“r%
fedt T At =1 7 =9 @ w@dr & a8 wd-
weaT & o #=Et @ :rg“r g | & =rgar
g & W& 79t =W aim A "wrd a1 |
Y ar@ 8 S Agar g e S afer ok
fog d5 s9 ST@ & ax § & | aEL ¥
FRA TFAT FT AH T FEIAE 21 W
T FT THATHT & N IET FFAT I H
2 5% fAm o9 w9 Y FEw ST W & 7
WA O &9 AT 2, W 'q ¥ R
far gt & swar feat TEgm g,
THF IO AT WERT UAFW TR | W
8% & SR wEras F el F1 w41 a5
o TEA ) A g ¥, fee 0T ¥
WA UFES A FA g, WINT GLE( &Y
Tias 9T fF @ d OF F‘Fﬂﬁﬁ, T 9T
oY gt = ) S S qerw gy arw B
1€ & | AFET AW IW X agw w20
Uq:er‘rswma’%%mmqt
frem &1 & sgg =T E AW wET §
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dfsv daT 9%, WEr § AT Sd @
s fow W g@mE g § 6 e e
FY et F1 900 | faw & S Fvs g R
9g agd gR 1T &, WW FAqr T F am

B U G AN (L e o e Rt

dur gfer Jgr @A | aF 31 gfedn ¥
FEIHT g | TR F OFAET FT OFT GAT § 4
geferm <gar @ WIREAY ST TEAA qATH
TF § FX ST YA §, AHIS SEFT TEA-
T 3 ¥ w3 | gAfay Ag AT gltEmm
g Loy e 3EE gf@EA 32 Al gar
w91 fF wd afen & e W agT anw
a1 | gg  gH Fifeeq T a-AT8 qTET & |
Hed g0 ¥ WIW A w97 ATEA WS
T fqem g am sAa g o fEe owmw o #
Fam F7 gf € \ ¥ 3z 9y =g g fw
AT AT ATATEA TH1 H7 sqT€4T F7 T 27 7

qEAT WA g

g e qar st
2y o1 ¥ qqq
=

ST R g At w9 G
T fAaq & FT0 T Qo qF7 1 IR X AT
ms g a1 § ag Fza0 =@ngar g fe fewa a5
ST afsad AT F oW F

i
iz

e fepziz &1 qifgdr Fq s
g @t faq qiF oA, WT WA FH
FU W g 1§ UZ AT AEAN g WTIRT
LIRS ST FAF q Far fgafEamr 4
2 Gzarswmd w1 wg fediarEs @
AW a2 0F Hoer ad & L fFT Ao
F zaw faag fFor & 9g o T@d Fw
frar afFqy @7 T w@ deed, e anf
F FAT T WY TRIFTEF 19 FA A FATS
g2 1 afz @ @ @ IF @ 1 R
fadas & @ar gwr @ & G9qq Fa W
W O W E | A WY qT § AT AT fewq-
RS M AT T E VW AT WO a4 wgHH
FIAE 77 qTAEA RAAT {5QZTAGH AL gOO
fagm g =fer | gafag sarar gser gr fw
TIATET WG I T FX | g A1 A FAF
a7 BfuwEd ggre 0 a9y W Ey W ¥
SqET WGl RO | TR A AL I § [AAT
qEAT g | T WeAl & ary A fagus A
97. gAY F@T g FAMF H1Z QR 9T 599
g fagre #v A\ W og

SHEI LAKSHMANA MAHAPATRO
(Orissa): Mr. Vice-Chairman, Sir,
while moving the BRill the hon. Minis-
ter gave the impression that some-
thing very good is going to happen
in the country because of the amend-
ment 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
bridught. 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
wrong thinzing. This is clear when
we go through the Statement of Ob-
jects 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 con-
stitute 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 pur-
pose for which this Reserve Bank of
India was created and a law was
made. We have been working under
this particular 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 re-
patriated in foreign exchange and it
may vanish into thin air any moment.
Therefore, why do you think that it
is a very big sum? Why do you not
take some measureg whereby it is not
frittered away? We could see his
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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 be-
cause there is a great craze for foreign
goods, especially electronic goods and
watches, in India. That was the ob-
jective 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 fo
waste the money, not a pie, not a
pound or Mark or Yen on anything

wasteful.” He said that this money
would 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 econo-
mic 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 enocugh
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 of sterling reserves. But it
melied intg 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 grow-
ing Thorizontally 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 sys-
tems 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 wag constituted—,
but it is clear that the stability which
was intended to be secured. We are
not able to have. That is one aspect
of the matter. The other thing is
that, over the years, after the Rke-
serve Bank of India Act was passed
and this particular organisation crea-
ted, we have been seeing that it has.
not been functioning in a manner that.
was expected of it. On the other
hand, in cspite of our Finance Minister
telling us that it should not be re-
duced 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 lime past, events
have been taking place in this country
from which one can easily see that
this Reserve Bank of India has be-
haved just like a private domestic
servant, or to yse 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 petly officer but the
Reserve Bank could not have done
them. 1 will give you an instance
which has taken place recently. Sir,
you 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 commitiee headed
by somebody, whose 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 in-
quiry been conducted and what steps
are contemplated with a view to
seeing that such things do not recur?
In every scandal that we have dis-
cussed in this House, we have scen
the Reserve Bank involved in it. Is
it not true that the fibre that you got
from other countries 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
banned items list were got into this
couniry, but when an inguiry was
held it was further found also that
no certificate, as required under the
rules, had been given by the Reserve
Bank. The Reserve Bank did not
even care to find out whether that
particular company had that money in
‘that country. That is what has hap-
pened.

Sir, this Bank has been behaving in
such a way that it has lost all credi-
bility. 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  (SHRT
U. K. LAKSHMANA GOWDA): You
have already taken ten minutes, you
@re nearing 15 minutes. I gave you
a warning.

SHRI LAKSHMANA MAHAPA-
"TRO: We have not fixed any time
1imit for this Bill.

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

SHRI LAKSHMANA MAHA-
PATRO: I have not started yet.

|
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THE VICE-CHAIEMAN (SHR1
U. K. LAKSHMANA GOWDA): In-
stead of wasting time on that, you
kindly proceed. You started 15 minu-
tes back. You started at 4.16.

SHRI LAKSHMANA MAHA-
PATRO: I dg not dispute that 1
have taken some time. But what I

want tp say 1s that I cannot be limi-
ted to speak in this matter.

THE VICE-CHAI'MAN (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 get-
ting up and then I sat déwn.

THE VICE-CHAIEMAN (SHR1
U. K. LAKSHMANA GOWDA): You
have already lost two minutes on this
argument.

SHRI LAKSHMANA MAHA-
PATRO: That 1s 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 1 was saying, this Reserve Bank,
in the meantime, of course, in conso-
nance with the mtentions of the Gov-
ernment 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 perfor-
mance of the Reserve Bank.

Sir, recently, we had been very
much 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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has to be done by a
particular valuer. A particular set of
valuers is being chosen. They are
almost brokers of these tea compa-
nies, and on their valuation, every-
thing is done, whereas the criterion
js different in some other cases.
There Jore, 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.

panies hold,

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 concen-
trated borrowings. As against de-
posits, these borrowings have risen by
Rs. 170 crores. Here again, the foreign
companies have cornered the maxi-
mum amount.

Then coming to this populist con-
cept of ruralism of which they make
such tall claims and proud talks
everyday whenever any matter is
taken up. Sir, here you will see the
Reserve Bank has changed the ruial
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 interested. Mr.
James Raj's committee said: Go slow
in this matter. If that is frue 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 how you are in-
terested to provide more money in
the rural side.

Then I come to the Estimates Com-

mittee. Sir, its report is very reveal-
ing. 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 tran-
sactions 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 woyth
rupees one lakh were there. It is a
double locking system. The Bank
which had kept the bin was also en-
titled 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 1it. 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 happeningt
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 peing enabled 1o go into all these
transactions in othey countres. The
Reserve Bank of Indig, which, in its
shortened form is known as the RBI,
iz the Act is amended in the way in
which my friend wants it to bz amend-
cd, will stand for ‘Ruin and Burial of
India’. It will not be the Reserve Bank

of ndia. Tt 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 mis-
chief, 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 pri-
vate banks are concerned. The pri-
vate hanks are now being authorised
and a lot of mischief would be done.
I am afraid. the floodgates of corrup-
tion would be opened. There will also
be many people who will grease their
hands bacause 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 js because, who will pur-
chase, who will buy these securities
and so on? Will they be poor count-
ries? Will they be developing coun-
tries? No. They will only be deve-
loped countries, Till now, you were
running with a begging bowl to other
countrie® for aid. Now, you have be-
come so rich that you want to make
investments in rich countries, in deve-
loped countries. Is this the position
truly? No. You are interested to sce
that the multi-nationals make use of
it. You are interested to see that the
banks which have opened thejr bran-
ches there also make use of it. It is
they whom you want to serve. That
ig why you have come up with this
provision. It is not for any other pur-
pose. Now, I am interested to know
one thing. You have already about
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 thig parti-
cular 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 mors 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 wag saying that because
of their experience that the matter
was not coming up in the official
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gazeite in time, within the time of one
week that was permitted, they are
making thig change, Ig it the reason
why you are doing it? No. Now, you
want to have no control. This section
provided for control. Now, every-
thing will pe arbitrary. Anything can
go on unchecked. Therefore, you are
interested to change ;t this way be-
cause you are interested jn 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 specu-
lative business. They are interested
in speculative business. This parti-
cular transaction into which they are
entering will be 5 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 into
this particular trade. ..

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

SHRI LAKSHMANA MAHAPATRO:-
I am winding up. Is 1t not true that
everyone of ug is suffering today be-
cause of the speculative trade? Is
there sny definite and concrete mea-
sure ‘taken by this Government to
check speculative trading? On the
other hand, we have insiances 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 of
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, ag far as the
foreign exchange is concerned, to their-
best advantage and will pounce upon
us immediately they come to know
about this. Is it not true that one day
when we were facing this foreign ex-
change problem we had also to devalue
our rupee? Therefore, anything could
happen and we will have to dance to.
their tunes.
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Therefore, I am opposad to this par-
the
greatest harm. 8Sir, jt is a controver-
sial Bill. It is better that he did not
indulge in thig Bill. OQur country needs
You
need so many things for agricultural
and oibeor development. You require
sSo much money. You do not puy any-
and
everything you say that you do not
have money. Now when the money is
placed n your hands you want to give
it to other countries to prosper. So,
for Heaven’s sake, do not do this. D>

-pot give it to the rich countries for

making more exploitation of a few

- developing and under-developed
countries.
SHRI GCVINDRAO RAMCHAN-

DRA MHAISEKAR (Maharashira):
Sir, 1 rise to support the Bill because
I think for the first time after jnde-
pendence in this country we are em-
barking on a policy of a constructive,
‘healthy and commercial utilisation of
foreign exchange reserve. This is per-
haps ingredient in the need of the eco-
nomy. Because there js stagnation of

“the foreign reserves that we are earn-

‘ing and because we are unable to uti-

lise them in the form of rupeeg in our

-gountry, we have to resort to a certain

-%urn from our foreign reserves.

-'S€erves,

methodology, certain system through
Wwhich we can get the maximum re-
There
are certain limitations. We know we
started with 900 crore sterlings in thig
country in 1948, but all this foreign
reserve was being utilised to import
vereals, articles of food and articles
9f consumption, In fact, much of our
work or many Of our exercises in our

"financial policy were just to seek a

sort of balance between the export
and 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 cerealg has
stopped, when we have a buffer stock
of 21 million tonnes at our disposal,
‘¥e are building fast our foreign re-
In fact, we do not know today
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where these reserveg are, how gainful-
ly they are to be wutilised by the
Reserve Bank with all the limitations
and restrictions that it hag for the
time being on it. We know very well
thal the Recerve Bank at present is
working under certain strains and
stresseg because of which it is not at
liberty even to shift its foreign earn-
ing from a currency of which the
value is decreasing today to a cur-
rency 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. Thig is one

very important gain that the Bill will
provide after these amendments. That
is what T coulg see, in fact, from
these amendments.

What have we been doing till today?
Till today, we have bean exporting
our resources and importing inflation,
because we have been exporling our
resources in the sense of earning
foreign reserves and by not being
abie to spend them in the form of
rupees. That was why there was a
statement by the hon, Finance Min-
ister that unless we build a bank
consortium, we Wwill not ke able to
use these foreign reserves in the form
of rupees in a healthy manner for de-
velopment 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 insti-
tutions in this country to have foreign
exchange given to them so that they
can finance Indian entrepreneurs in
foreign countries with foreign ex-
change 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 to-
day our banks are not self-reliant as
far as the supply of foreign exchange
to the Indian entrepreneurs in foreign
countries is concerned. I am sure
that this particular transitory stage
has to be gone through in the econo-
my of this country. I can under-
stand that some sort of trade decep-
tion iz 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 amend-
ments 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 en-
trepreneurs outside by our banks, by
our financial institutions, with foreign
exchange without the help of foreign
agencieg or foreign financial institu-
tions,

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 ex-
change.

The third thing is the importing of
goods. We cannot forget that the im-
porting 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 spec-
trum of financial institutions partici-
pating 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 con-
centrating or getting the services of a
wider spectrum of institutions in
order to import capital goods into this
country.

It has been pointed out and I quite
agree with what my hon. predecessor
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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 economieg of the develop-
ing countries should be aided and
assisted. I agree, but unless, first of
all, we ourselves become stronger in
our nationa] economy, it will not be
proper for us to go to the help of
others. It woulg be as good as a
weaker 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 shoulg guide us in the
participationn of creating an economic
order where the economies of deve-
loping 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 g vacuum, a gap that
will keep our own national economy
weaker and we will not be in a posi-
tion 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. 1 just would like to
know whether in the financing ins-
titutions the State apex co-operative
banks and the State marketing co-
operatives will be included or not. If
they are included I would welcome if.
That would be indirect decentralisa-
tion 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 Bil} 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 aboul a pro-
vision that hag been made in this Act.
The Act says that loans and advances
would be given to Scheduled bhanks
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 finan-
cial institutions are likely to take it
for granted that it is a prior permis-
sion Ior the sale of certain goods, and
then it would be a matter of right to
get it approved by the Government
for these loansg and advances because,
as I said, it is said, “it has made loans
and advances.” 1 would like that it
should have been that wunless they
first give a stipulation and the Gov-
ernment approves that whatever they
are importing are capital goods, what-
ever they are importing are goods
which are really required for the
economy of this country, these loans
and advanceg should nol' 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 thig 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 this is an
essential transitory step. And, there-
fore, I welcome this amendment to
the Reserve Bank of India Act.

SHRI SATISH AGARWAL: Mr.
Vice-Chairman, Sir, during the dis-
cussion of a motion for consideration
of the Reserve Bank of India (Amend-
ment) Bill, four hon’ble Members
have participated in the debate, I
express my thanks to all of them, in-
cluding the one hon’ble Member who
has criticised the provisions of the
Bill from the core of his heart pro-
Lably feeling sore. I have no grudge
against him because there is no ins-
titution in this world which 1is in-
fallible. 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 re-
ference to the Report on the Kohi-
noor Mills, But I may remind the
hon. Member that this particular al-
leged scandal of the Kohinoor Mills
does not relate to the period 1877. 1
do not rule put that there can be such
instances. But we are taking all
possible precautions to see that the
whole banking system ig placed on a
sound footing. When this matter was
raised on the floor of Parliament. the
Government immediately appointed a
One-man Inquiry Committee. The
Report was submitted, the Govern-
ment examined it, some action has
been taken and further action is pro-
posed tp 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 regarq to that.

Now he has referred to certain
other cases also. It will not be pos-
sible for me to go into much more
details. One particular reaction that
my hon. friend, Mr. Mahaptro, has
expressed is with regard to invest-
ment. Rather he used the words,
“Draining out foreign exchange re-
serves for speculative purposes and
for investment in multi-national com-
panies.” I may assure him that these
two apprehensions, that is, invest-
ment of the foreign exchange reserves
by the Reserve Bank in multi-national
companies and for speculative pur-
pose, are ruleg 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, black-
marketeers, 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. Bui so
far as 1977 and thereafter ig concern-
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ed, 1 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
ingists, for his information, I can
read out these ten points, The ins-
tructions that have been issued are
that the major percentage will natu-
rally 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 in-
vested. Then the Scheduled Castes
_ and Scheduled Tribes people, marginal
farmers, small-scale artisang 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 in-
vestment and, thirdly, return. A depo-
sitor has to be conscious about all
those things. He chooses a bank,
whether it is a co-operative bank,
rural bank, apex body, a puklic sector
bank or 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 appro-
priate time, say, when the marriage
of my children take place. The other
point is, what return I am going to
get. So. these are the three consi-
derations which a man has in his pri-
vate life and they are very much there
so far as Reserve Bank is concerned.

So far as our foreign exchange re-
serves 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 misnomzr, 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 infor-
mation 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 Decemper, -
1976 was Rs. 914 crores which has
gone up to near about Rs. 1,200 crores
now. Now look at the brancheg we are
operating: —

Guayana

Fiji Islands T

Mauritius

Kenya

UAE

Oman

Belgium

Japan

France - 0

Hong Kong -

Singapore ]

Sri Lanka e

USA - Sy

Bahamas - -

e e R

[
[~

West Germany = .
Bangladesh ) ) .
UK o . 30

5 P.M.

Now these are very, very small coun-

- == W

tries. 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 ig 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
havoe if it is in the UXK. or Japan
or Hong Kong or the USA.

SHRI SATISH AGARWAL: If the
branches play havoe and there is
some scandal, we are here accountable
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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 con-
cerned, 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 approv-
ed sectors, certain other financial
institutions which are guaranteed by
various Governments. We shall pro-
bably be able to get nearly one per
cent more—this is a rough estimate—
and that wil) mean much more in the
total perspective of the whole thing.
So, so far as the question of return is
concerned, that is my reply.

Now, so far as the question of dilu-
tion of F.E.R.A. is concerned, this
goes to the credit of my friend Mr.
Mahapatro that he enlarged the
premises of discussion over this limi-
ted Bill. It is only a question of . . .
(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 compli-
ments to you when 1 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 con-
cerned, 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 parti-
cular specified period. If there are
certain gpecific complaints, the Gov-
ernment can look into them.

Now, he has referred to certain
othgr banned items being allowed to
be imported. I am not absolutely
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banned items he has in mind. But
if there are certain illegal importa-
tions 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 Imnissing 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 big
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 sugges~
tion of my hon. {riend. This is
not going to generate black money
in foreign exchange. The whole thing
has to be regulateq according to the
provisions of law. There is no ques-

tion of any pblack 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 ad-
vantage of it? 1 am sorry I do not
agree with the suggestion of my learn-
ed friend. So far as his particular
points are concerned, I think jt 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 adopteq this system of mobile
banks. It is a question of costs now.
The United Commercial Bank is one
such bank where they have organisec
this system of mobile banks and they
have adopteq it and are practising i
But it is a costly affair. This is good
This is a welcome gesture whicl
should be goog particularly for th
rural sector.

Now, so far as the other points rais.
ed by my hon. frienq with regard ti
indigenous manufacture versus import
8re concerned, the Government o
India has laid down a well thought
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import policy that has been announc-
ed 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 uftilise these foreign
exchange reserves, it ig not going to
mar any chances of prosperity so far
as the indigenous industries are con-
cerned. So far as the nationalisation
of the foreign banks is concerned, I
remember that the Finance Minister
said something on thig 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 the banking sys-
tem is concerned, this consciousness is
very much growing in the rural areas,
and the people are becoming very
much banking minded. In my own
rural constituency the people are very
much after getting more ang more
banks opened in the rural areas. So,
the people are becoming very much
banking-minded. Rather, on the con-
trary, the complaint iz 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 issueq on that
score that there should be much more
investment ag against the geposits
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 avail-
able 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 ig not much specula-
tion or foreign exchange racketeering,
ang that everybody who ig going
abroaq and earning money, dJoing
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some profession or businessg abroad, is
remitting his foreign exchange earn-
ingg to India through the legal chan-
nels. So, there ig nothing to worry
about on this score,

Nt frm = @ ;o wE FES I
gAm & @i 7 WA TG FAT ...

SHRI SATISH AGARWAL: With
regard to the particular point regard-
ing the State-wise zoneg for recruit-
ment, it could have been very well
raised yesterday. But he is not going
to miss an opportunily anq particu-
larly he is going to put a new man
for cross-examination. Any way, 1
have to state that so far as the State-
wise zoneg scheme ig concerned, for
example in the BEastern Zone we have
got the UCO Bank and another bank
which will collaborate and recruit
people for these two bankg throughout
the country, ang they will and they
can create centres for examinations
all through out. They can have four
or five places, examination centres, in.
terview 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, anq wherever
there are more brancheg of a particu-~
lar bank in a particular area, they
have been clubbeg together that way.
It would not be required for the peo-
ple working in the South to come to
Calcutta or Chandigarh or anywhere
else. They will have recruitment faci-
lities at all these places. That parti-
cular scheme is yet to be worked out.
The recruitment jn banks ijs being
done according to the existing proce~
dure, that is the past procedure, After
passing of this Bill ang it becoming
an Act, new recruitment boards will
be set up new procedures will be de-
vised and all the suggestions made by
tl}e 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 Scheduleq Bankg and all that,
So far ag these points are concerned,
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I am told that at the moment the co-
operative banks are also {o some €X-
tent in the State gector. So far as
the banking aspect is concerned, they
are Jargely regulated and controlled
by the Reserve Bank alsp partially,
but it 1s not a full control as in the
case of the Scheduleg Banks and the
public sector banks. With regarg to
whatever suggestions you have made
in your learned speech, full of appre-
ciation 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
lookeg into and whatever possible
will be done. I will send you g reply
in writing with regard to your points
which you have raised. With gl] these
words, Sir, I think that there is noth-
ing more for me to say. I am very
thankful once again to the hon. Mem-
bers for giving their valuable sugges-
tiong ang for according their welcome
fo this measure. I hope the muotion
will be adopted ang 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. LAKXSHMANA GOWDA): We shalj
now take up clause-by-clause consi-
deration of the Bill,

Clauses 2 to 9 were added to the
Bill. S

Claﬁse 1, the Enacting %‘ormula 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 MAHA-
PATRO: Sir,....

THE VICE-CHAIRMAN (SHRI U.
K. LAKSHMANA GOWDA): You
have already spoken.

SHRI LAKSHMANA MAHA-
PATRO: Sir, in spite of whatever
I saig with a view to establishing that
this particular amendment Bill is a
manifestation of bankruptcy of ima-
gination, the Minister went on saying
that something good is flowing from
it ang that there need be no appre-
hensions. That apart, I want to know
what be 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 elementary things. Everyday
thousandg in number are demonstrat-
ing 1 front of their offices. That is
the scene we see everyday in Delhi
ang also in Bombay and other places.
Now, their demands are very few.
They are: revision of wages, restora-
tion of trade union rights, right to
bonus ang protest against the alleged
illegal or wrong implementation of
the Pillai Committee Report. So these
are the little things that they are
worried about. And what is the Gov-
ernment doing about it? They shoulq
tell us.

The second thing is, he says that
new directiveg have been given to the
effect that the rural areas shoulg be
better serveqd ang for that, more
money should be invested in the rural
areas. That wag not my point. That
was the pomnt of Mr. Jha and he has
replied to that. I just wanteg to
know what makeg the Finance Minis-
try not sanction a Local Office of the
State Bank of Indiz in Orissa. I
have been writing letters since 1974
and every time they are giving some
excuse or the other. There are al-
ready 100 branches there now. All
the MPs put their signatures to this
demand and placed it before the Fin-
ance Minister when he went to Bhu-
baneswar a few months back. Then
we have had the resolution of the
officers’ conference, a unanimous re-
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solution 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? Ig it not true that in
other places the number of branches
is smaller and yet you have given
them & Local Office? How do Yyou
attend to the problemg of g backward
State like Orissa if you want to deal
with matterg from Calcutta, a deve-
loped area compared to Orissa? These
are the points which shoulg be under-
stood. They cannot be dealt with in
this fashion. People are now in a
state of discontent now. One day ...

(Interrruption).

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

SHRI LAKSHMANA MAHA-
PATRO: The thirg thing is, for the
last three or four days I see in the
papers daily that this particular pro-
vision hag also been made with a view
to seeing that we sell the gold that
we have kept in the Reserve Bank by
auction ang that we also import gold
from foreign countries for the purpose
of making ornaments and again ex-
porting them for earning foreign ex-
change. Is that true? How far is
that true? I want to know to what
extent youy will be investing money
for such imports.

SHRI SATISH AGARWAL: Sir, the
hon. Member raiseq three points. The
first is with regard to opening of a
Local Office of the Statae Bank of
India in Orissa. The othey thing is
with regard to sale ang import and
export of gold. The third is with re-
gard to certain RBI 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.

Sg far as the question of gold is
concerned, I am sorry to say that the
present Bill has got nothing to do
with the impory 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 he miade his Budget
Speech. That scheme is for sale of
golg by Government as part of anti-
smuggling drive, And import of gold
at international prices ig only for
expory of gold ornaments. Thig Bill
has got nothing tg do with that sche-
me. The gold accounts that are to be
opened are something different. So iar
as the Reserve Bank is concerned, it
has got nothing to do with that part
of the policy of the Government
whereby we are going to import goid
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 tg be locked into
ifrom that perspective, We are wait-

ing for the report of the Bhootalin-
gam Study Group

SHRI LAKSHMANA MAHA-
PATRO; The Bhootalingam Com-
mwittee,. ...

SHRI SATISH AGARWAL: You
had your say. You might agree or you
might not agree, the Government is
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 employeeg are
paid much better than those in other
sectors. So this thing hag to be
looked into in that perspective. It is
not a question of satisfying certain
employees of the Reserve Bank. I
can alsp say that we will plead their
case. That is not the question. We
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have to view things in a national
perspective, from the point of view of
national service. What shoulg be
paid, the manner in which it has to be
paid, all these questions have to be
studied. And Government appéinted
the Bhootalingam Study Group. They
have submitted their report. After
examining that report very carefully,
justice will be done tp the wvarious
sections of the society.

Sir, with these words, I reques; that
the Bill be passed.

SHRI LAKSHMANA  MAHA-
PATRO: 8Sir, 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 (SUPPLY)

AMENDMENT BILL, 1978

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

“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 ameng the
financial provisions of the Electricity
(Supply) Act, 1948. The Act which
was last amended in 1976, defined the
role of the Central Electricity Autho-
rity and gave p positive direction in
the structure of the Act for separation
of generation functiong from distri-
bution. This amendment, however,
did not make any change in the finan-
cial provisiong governing the struc-
ture 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 furnish their accounts.
During the next Plan the public sector
will be responsible for utilising 23
per cent of the total public sector
outlay ang 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
power development programmes.
While we are separately pursuing
with the States the matter of greater
professionalisation and  functional
working of the State Electricity
Boards tp improve their manage-
ment, 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 them-
selveg able to generate from their
internal resources. The bulk of the
Ioans have beep 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
Boardg earn adequate returns and
work with a greater degree of finan-
cial viability which will strengthen
confidence in these institutions for dis-
charging their responsibilities under
the Electricity Supply Aci of 1948.

State Electricity Boards are auto-
nomous organisations but are subject
to policy 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 ag to how the Boards
should accomplish this and the Boards
have functioned in the past in an
unequal manner depending on the
State Governments or the lending in-
stitutions to meet their entire require=
ments from the capital investment. A



