
Lkgkfg;fgkdfgkrokregkfgfkgfkgkfgkfkgfkgkfkgfogkfgofkgrfkgkfgkfgofkgfgfgfgfkgokkfgkg 
Khklhgfkmlhgf;lgkfhgflhgfjhklgfjklfjgldfjaioakjkjifiokjrfikjeiofidjfidfidsfosfjiefgfdjfiodkf 
 
 
Nationalised Banks Miscellaneous Provisions) 

Scheme, 1970 
The House re-assembled after lunch at two 

of the clock. 

THE VICE-CHAIRMAN (SHEI AKBAR ALI KHAN)  
in the Chair. 

MOTIONS FOR MODIFICATION OF THE 
NATIONALISED BANKS 
(MANAGEMENT AND MISCELLANEOUS 
PROVISIONS)     SCHEME, 
1970 

THE VICE-CHAIRMAN (SHRI AKBAR 
ALI KHAN): There are five motions in the 
names of Shri Chitta Basu, Shri A. D. Hani, 
Shri Bhupesh Gupta, Shri Banka Behary Das 
and Shri Dahyabhai Patel. The movers may 
move the amendments. 

♦1. SHRI CHITTA BASU: Sir, I move: — 

"That this House resolves that in pursuance 
of sub-section (5) of section 9 of the Banking 
Companies (Acquisition and Transfer of 
Undertakings) Act, 1970 (5 of 1970), the 
following modifications be made in the 
Nationalised Banks (Management and 
Miscellaneous Provisions) Scheme, 1970, laid 
on the Table of the House on November 17, 
1970, namely:— 

'In the Nationalised Banks (Management 
and Miscellaneous Provisions)   Scheme, 
1970— 

(1) Sub-clause (f) of clause 2 shall be 
deleted: 

(2) in clause 3— 

(i) for paragraph (i) of sub-clause (b) the 
following shall be substituted namely,— 

"(b) (i) one Director, from among the 
employees of the nationalised bank, who 
are workmen, to be elected by the 
workmen through secret ballot."; 

♦The Motion also stood in the name of Shri 
Banka Behary Das. 

(ii) in sub-clause (c) for the words "to be 
appointed by the Central Government after 
consultation with the Reserve Bank" the 
words "to be elected by such employees 
through secret ballot" shall be substituted; 

(3) in clause 9— 

(i) in sub-clause (1) for the words "A 
Director appointed" and "re-appointment" 
the words "A Director elected or appointed, 
as the case may be" and "re-election or re-
appointment" respectively shall be 
substituted; 

(ii) in the proviso to sub-clause (1) the 
brackets and letters "(b), (c)" shall be 
deleted; 

(iii) after the existing proviso to sub-
clause (1) the following new proviso shall 
be added:— 

"Provided further that the Directors elected 
under sub-clauses (b) and (c) of clause 3, shall 
be removed if the majority of employees who 
are workmen and employees who are not 
workmen, as the case may be, demand their 
recall."; 

(4) in sub-clause (3) of clause 11 for the 
words, brackets and letters "nominated under 
sub-clause (b) or sub-clause (c)" the words 
brackets and letters "elected under sub-clause 
(b) or sub-clause (c)" shall be substituted; 

(5) in sub-clause (2) of clause 13, for the 
words "the Directors appointed under sub-
clauses (g) and (h) of clause 3 and not more 
than four other Directors" the words "the 
Directors elected or appointed, as the case 
may be, under sub-clauses (b), (c), (g) and (h) 
of clause 3 and not more than two other 
Directors" shall be substituted. 

This House recommends to Lok Sabha that 
Lok Sabha do concur In this resolution." 
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SHRI A. D. MANI (Madhya Pradesh) : Sir, 

-I do not want to move clause 3 because that 
is contrary to the Act itself. I  want to leave it. 

THE VICE-CHAIRMAN (SHRI AKBAR 
ALI KH UST): You can mention that in you 
speech. You move the Motion. 

*2. SHRI A. X MANI: Sir, I move: — 

"That this Hoi se resolves that in pursuance 
of sul-section (5) of section 9 of the hanking 
Companies (Acquisition and Transfer of 
Undertakings) Act, 195) (5 of 1970), the 
following modific itions be made in the 
Nationalised Banks (Management and 
Miscellaneous Provisions) Scheme, 1970, laid 
on the Table of the House on November 17, 
1970, namely:— 

Tn clause 3 cf the Nationalised Banks 
(Management and Miscellaneous Provisions)  
Scheme, 1970,— 

(i) in sub-el mse (a) after the words "not 
mt re than two whole-time Directors' the 
words "with knowledge and experience of 
banking" shall be added; 

(ii) in sub-cause (c) after the words "to 
be appointed by the Central Governmei t" 
the words "out of a panel of thrt 2 
submitted to it by any associatioi 
representative of such employee: or when 
there is no association or where no panel 
has been submitted." shall be added; 

(iii) in sub- clause (e) for the word 
"artisan?'' the word "industry"  shall  be   
substituted;  and 

(iv) in sub- clause (e) for the words "in 
res >ect of one or more matters which are 
likely to be useful for the wo king of the 
nationalised bank" the words "of matters 
connected with a nationalised bank" shall 
be subst tuted; 

This House recommends to Lok Sa-bha that 
Lok Sabha do concur in this resolution." 

3. SHRI BHUPESH GUPTA: Sir, I move: 
— 

"That this House resolves that in pursuance 
of sub-section (5) of section 9 of the Banking 
Companies (Acquisition and Transfer of 
Undertakings) Act, 1970 (5 of 1970), the 
following modifications be made in the 
Nationalised Banks (Management and Miscel-
laneous Provisions) Scheme, 1970, laid on the 
Table of the House on November 17, 1970, 
namely,— 

'In the Nationalised Banks (Management 
and Miscellaneous Provisions) Scheme, 
1970,— 

(1) in clause 2— 

(i) in sub-clause (f) for the words 
"after due verification" the words "after 
ascertaining the strength by secret 
ballot" shall be substituted; 

(ii) sub-clause (h) shall be deleted; 

(2) in clause 3— 

(i) for paragraphs (i) and (ii) of sub-
clause (b) the following new paragraphs 
shall be substituted:— 

"(i) one Director, from among the 
employees of the nationalised bank, who 
are workmen, to be appointed by the 
Central Government, whose name shall 
be furnished by the representative Union, 
within a date to be specified by the 
Central Government, which date shall 
not be more than six weeks from the date 
of the communication made by the Cen-
tral Government requiring the re-
presentative Union to furnish the name; 

*The Motion also stood in the name of Shri K P. Mallikarjumdar. **The Motion 
also stood in the nameof Shri M. V. Bhadram. 
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(ii) (A) where there is no re-

presentative Union to represent the 
workmen of a nationalised bank, or 

(B) where such representative 
Union, being in existence, omits or fails 
to furnish any name within the specified 
date, or 

(C) where the person whose name 
has been furnished by the representative 
Union is disqualified, whether under item 
(iii) of this sub-clause or under clause 10, 

the  Central  Government may    at its -
discretion,   appoint  such  workman  of the 
nationalised bank, as it may think fit, to be a 
Director of such bank;"; 

(ii) for     sub-clause     (c)     the 
following   shall   be   substituted: — 

"(c) (i) one Director, from among the 
employees of the nationalised bank who are 
not workmen, to be appointed by the Central 
Government whose name shall be furnished to 
it by the representative Union, within a date to 
be specified by the Central Government, 
which date shall not be more than six weeks 
from the date of the communication made by 
the Central Government requiring the 
representative Union to furnish the name; 

(ii) (A) where there is no representative 
Union to represent the employees of a 
nationalised bank who are not workmen, or 

(B) where such representative Union, 
being in existence, omits or fails to furnish 
any name within the specified date, or 

(C) where the person whose name has 
been furnished by the representative Union is 
disqualified under clause 10, 

the Central Government may, at its discretion, 
appoint such employee of (he nationalised 
bank who is not a workman, as it may think 
fit. to be a Dirce+ir  of such bank;"; 

(3) in clause 9— 

(i) in the proviso to sub-clause (1) the 
brackets and letter "(b), CU" shall be 
deleted; 

(ii) after the existing proviso to sub-
clause (1) the following new proviso 
shall be added:— 

"Provided further that the Directors 
appointed under sub-clause (b) or (c) of clause 
3, shall be removed when not less than 60 per 
cent of the members of the representative 
Union express no confidence in him"; 

(4) in sub-clause (2) of clause 13 for 
the words, brackets and letters tub-clause 
(g) and (h)" the words, brackets and letters 
"sub-clause (b">, (g)  and  (h)" shall be 
substituted; 

(5) after clause 14 the following 
proviso shall be added:— 

'Provided that when the Board 
constitutes an advisory committee with a 
Director or Directors on it, the Director 
or at least one of the Directors, as the 
case may be, shall be the Director 
appointed under sub-clause (b) or sub-
clause (c) of clause 3."; 
(6) after paragraph (c) of sub 

clause (2) of clause 15 the follow 
ing new paragraph shall be add 
ed: 

"(d) one nominee of the representative 
Union." 

(7) in clause 16— 

(i) after sub-clause (4) the following  
proviso  shall be added:— 

"Provided that no nominee of the 
representative Union shall bo re 
moved without consulting the rep 
resentative Union and ihe vicancies 
arising due to the reS '  such 
nominees shall be fill ;ulta- 
tion with the representative Union."; 

(ii)  after sub-clause (5) the following 
proviso shall be added:— 
"Provided that no nominee of the 

representative Union shall    be re- 



 

moved witho it consulting the rep-
resentative Union and the vacancies arising 
due 11 the removal of such nominees sha I 
be filled in consultation with the 
representative Union."; 

(8) the First Schedule shall be deleted.' 

This House recommends to Lok Sabha that 
Lor. Sabha do concur in this resolution.' 

4. SHRI BA:<rKA BEHARY DAS: Sir, I 
move:— 

"This House resolves that in pur 
suance of sub section (5) of section 
9 of the Ban ;ing Companies (Ac 
quisition and Transfer of Undertak 
ings) Act, 197) (5 of 1970), the fol 
lowing modifi nations be made in 
the National Banks (Management 
and Miscellant ous Provisions) Sche 
me, 1970, laid on the Table of the 
House on Nov> mber 17, 1970, name 
ly:- I, 

'In the Nationalised Banks 
(Management and Miscellaneous 
Provisions)   Scheme,  1970— 

(1) in clause 3— 

(i) in sub-ciause (e) the words "after 
consults tion with the Reserve Bank" shall 
be deleted: 

(ii) after sib-clause (e) the following 
provisc   shall be added:— 

"Provided 'hat the Central Government 
sha 1 consult the various all-India o 
ganisations working amongst the 
farmers, workers and artisans bef ire 
appointing the Directors urder this sub-
clause."; 

(iii) after snb-clause (f) the following 
proviso shall be added:— 

"Provided that one of the Directors 
appointed under this subclause shall have     
experience in 

running  of cooperative     banking 
institutions."; . 

(2) after sub-clause (c) of clause 
10, the following new sub-clause shall 
be added:— 

"(d) if he has been on the Board of 
Directors of the Bank for two consecutive 
terms."; 

(3) in sub-clause (2) of clause 13— 

(i) for the words, brackets and letters, 
"sub-clauses (g) and (h)" the words, 
brackets and letters "sub-clauses (e), (g) 
and (h)" shall  be  substituted;  and 

(ii) for the words, "four other 
Directors" the words "three other 
Directors" shall be substituted; 

(4) after sub-clause (4) of clause 
15 of the following new sub-clause 
shall be added:— 

"(5) Each Regional Consultative 
Committee shall meet at least twice in a 
year."; 

This House recommends to Lok Sabha 
that Lok Sabha do concur in this resolution." 

5.   SHRI DAHYABHAI V. PATEL: 
Sir, I move:— 

"This House resolves that in pursuance 
of sub-section (5) of section 9 of the 
Banking Companies (Acquisition and 
Transfer of Undertakings) Act, 1970 (5 of 
1970), the following modifications be 
made in the Nationalised Banks 
(Management and Miscellaneous 
Provisions) Scheme, 1970, laid on the 
Table of the House on November 17, 1970, 
namely: — 

'In. the Nationalised Banks     (Man 
agement and Miscellaneous Provisions) 
Scheme, 1970,— 

(1) in the proviso to sub-clause (f) of 
clause 2 for the words "fifteen per cent" the 
words "fifty per cent" shall be substituted; 

153 ..„. Ui™.;ivUll>/ii <JJ       i iv jjj<;u 1970 ]        [Management  and 154 
Nationalised Banks Miscellaneous Provisions) 

Scheme, 1970 



 

[Shri Dahyabhai V. Patel.] (2) in 

clause 3— 

(i) in the opening paragraph after the 
words "As soon as may be" the words 
"within sixty days" shall be added; 

(ii) in paragraph (i) of sub-clause (b) for 
the words "six weeks" the words "three 
weeks shall be substituted; 

(iii) in sub-clause (d) after the words 
"the Reserve Bank" the words "and with 
the body representing the depositors" shall 
be added; 

(iv) for the existing sub-clause (e) the 
following new sub-clause shall be 
substituted:— 

"(e) two Directors, who in the opinion 
of the Central Government are 
competent to represent the interest of the 
farmers, to be appointed by the Central 
Government after consultation with the 
Reserve Bank and wherever applicable 
with such institutions or bodies 
representing the interests of markets; 

Provided that one of the two Directors so 
appointed, shall be nominated from the 
Southern States of India." 

(v) after sub-clause (e) the following 
new . sub-clause shall be added:— 

"(ee) two Directors who in the opinion 
of the Central Government are 
competent to represent respectively the 
interests of workers and artisans, to be 
appointed by the Central Government 
after consultation with the Reserve 
Bank;" 
(vi) in  sub-clause   (f)     for    the words  

"five  Directors"    the    words "four 
Directors"  shall be substituted; 
(3) in the proviso to sub-clause (1) of clause 

9 after the words "the Central Government may" 
the words "for  j valid reasons and" shall be 
added;       | 

(4) in clause 16— 

(i) in sub-clause (4) after the words "the 
Board may" the words "for valid reasons" 
shall be added; 

(ii) in sub-clause (5) after the words 
"Regional Consultative Committee may" 
the words for valid reasons"  shall be  
added. 

This House recommends to Lok Sabha that 
Lok Sabha do concur in this resolution." 

The questions were proposed 

SHRI BHUPESH    GUPTA      (West 
Bengal):  I am    on a point of order. Under the 
Act there is a provision for a discussion of this 
kind. It is therefore a    statutory    discussion 
enjoined upon the Houses of Parliament.   Now 
we  have    been  supplied with       the scheme.    
We have given amendments to this.    The 
difficulty arises that we do not have other 
relevant materials in order to consider the 
amendments in the light of the experience 
especially because we know for a fact that in 
the Consultative Committee of Parliament, 
certain papers were given to the Members who 
belonged to   that Committee.   It is a good 
thing it was done. Certain interesting 
disclosures      have also come to light in the 
course of the meetings    of    that    Committee      
and through the papers supplied.   I do not see 
why the House should not be apprised of that 
when a scheme of   this kind is being 
considered.    For example, it was necessary 
for the     House to know that the ad hoc 
appointments of Directors that we have made 
were done in a manner which is most objec-
tionable and they should be gone into in order 
to take precautions for     the future.    
Similarly since we  are constituting certain 
Boards it is necessary also to find out about the 
working of the existing arrangements and      
also how the banking policy is at      work and 
who are     responsible for it.    In fact there 
should be a White Paper on the working of the 
banking over    a 
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period of one year and three months 1 on the 
basis of which the Parliament can discuss the 
n after. The purpose of providing for 1 
discussion of this kind through the Act of 
Parliament Was that the Pari ament should 
act as an overseer of th( operations of the 
nationalised bank: which is why the schemes 
made ar > put before the House for consi( 
eration and acceptance by the Hou e. 

Now how can we do such a thing unless 
we have a proper report on the working of 
the b.nks including the working and the p 
isition of the various personnel at different 
levels? But nothing of the lund we have. 
Anything we have new is through the 
bank employees and also through the 
newspapers and o herwise. But we do not 
have an authclitative version from the 
Government it least as to what the 
Government ! aes about the working of 
the banks. Now, Sir, we are asked here to 
gi e our opinion. 

THE VICE-C IAIRMAN (SHRI 
AKBAR ALl KH LN): Now, Mr. Bhu-
pesh Gupta, I wili ask the Government to 
take note of i . 

SHRI BHUPESH GUPTA; I do not 
know when. Nov 1 all of us have given 
amendments—I a n not going into the 
merits of the am •ndments. But some of 
the relevant fa :'ts for the consideration of 
the House in the light of which the 
amendments should be considered and 
formulated even, have not been made 
available 11 us. 

THE VICE-CHAIRMAN (SHRI 
AKBAR ALI ZHAN): You have 
emphasised that   >oint. 

SHRI BHUPEf H GUPTA; Therefore, 
Sir, I do rot know and so I would demand 
that certain papers be given to us, as has 
been suggested. It would be very good if 
we had a White Paper on the working of 
the banks because they are making a mess 
of it. They are literalb making a mess of it 
without a policy without a direction, with 
the same type of bad people put on the 
Boards ard all kinds of nepotism and 
corruptii n coming in.   This is 

a serious matter. Now we should modify this 
thing, this scheme that has been submitted 
before us, in the light of what we think wrong 
in the working of the banks and in the com-
position of the various committees, and so on. 
Nothing of the kind is made available to us, 
and I am surprised that the hon. Minister   .   .   
. 

THE VICE-CHAIRMAN (SHRI AKBAR 
ALI KHAN); You are getting the opportunity 
to speak on your amendment. 

SHRI BHUPESH GUPTA: I am not 
speaking on my amendment now. I am 
speaking on my point of order. 

THE VICE-CHAIRMAN (SHRI AKBAR 
ALI KHAN): Now that is finished.   I have 
taken note of it. 

SHRI BHUPESH GUPTA; What is the 
guidance? You take note of everything. It is 
the Government that will have to say. 
Without that I cannot say anything. Now, all 
that we have got is the Scheme. There is no 
other paper containing the material facts in 
order to discuss the Scheme and judge the 
proposals. 

 

\ 



 

THE VICE-CHAIRMAN (SHRI AKBAR 
ALl KHAN): Government will consider it. 

SHRI BANKA BEHARY DAS (Orissa): I 
have one objection and I raise another point. 
You know, Sir, when we passed the Bank 
Nationalisation Law, that Law provided that a 
scheme should be formulated by the 
Government. But this Scheme, Sir, is 
absolutely a partial scheme. 

THE VICE-CHAIRMAN (SHRI AKBAR 
ALI KHAN): That you can say later. 

SHRI BANKA BEHARY DAS: I am now 
referring to the Scheme and I am saying that it 
is purely a partial scheme, because it relates to 
the formation of Boards of Directors, I mean, 
W inagement Boards, and the Advisory 
Councils. Is that the only purpose of the 
nationalisation of banks? 

SHRI SUNDAR SINGH BHANDARI: It 
seems so. 

SHRI BANKA BEHARY DAS: It seems 
something like that, and it has come after so 
many months, and naturally it lends itself to 
those arguments, which are being advanced 
by others who are also opposed to this bank 
nationalisation, that the Government is not 
serious even after the bank takeover. And that 
is why I entirely agree with both of my 
friends that, when such a major thing is being 
placed the 

Government should, from the very start, give 
us an idea as to what this Scheme should 
mean, not only about the formation of the 
Boards of Directors but also about how the 
working of these has been, which Mr. 
Bhupesh Gupta and Mr. Bhandari have also 
emphasised here, because with that back-
ground only we can discuss these things. I 
think, before we start it, the Minister should 
clarify this position why they have brought 
this partial scheme, and not the 
comprehensive scheme for which we gave 
them the power. Are they not going to do it? 
Then let them tell us. 

SHRI SUNDAR SINGH BHANDARI: 

 
They do not intend to do it. That is our 

charge. 

THE VICE-CHAIRMAN (SHRI AKBAR 
ALI KHAN): Now, Mr. Chitta Basu, you 
begin. 

SHRI CHITTA BASU (West Bengal): No, 
I am not beginning. 

THE VICE-CHAIRMAN (SHRI AKBAR 
ALI KHAN): I am giving you the first 
chance. 

SHRI CHITTA BASU: I have also got to 
say something in support of this point. Let the 
Minister reply to this. When this Bill was 
being discussed in this House many Members 
including . myself gave amendments regarding 
the scheme itself with some of our ideas and 
the hon. Minister piloting the Bill assured the 
House that while the Government will be 
preparing the scheme all those suggestions 
would be taken into account and the House 
would have the opportunity of discussing that 
comprehensive scheme. My point of 
submission is that the scheme which has been 
submitted is not that comprehensive schemes 
which many hon. Members of this Hou^o 
wanted to have during the course of the debate 
on the Bill. Therefore unless the Government 
comes out with some sort of   a 
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statement with regard to the working of the 
banks after nationalisation with particular 
reference to the several Points raised by us 
during the course of the debate he w is it 
possible for us to give an opi lion or even seek 
to amend this paitial and halfhearted scheme 
which di als only with one part of the whole 
thing? 

SHRI SUNDAK SINGH BHANDARI: It 
has nothing x> do with the credit policy. 

SHRI CHITT.A BASU: Only one part of 
the thing, t at is, the Board of Directors, 
advisory board and other things are dealt with 
here. 

SHRI SUND/R SINGH BHANDARI:    
Bureauc ratisation. 

SHRI DAHYABHAI V. PATEL (Gujarat): 
Patrcnage. 

SHRI CHITT/ BASU: These are the points 
to which the scheme is related. This is not a c 
>mprehensive scheme. So I want the 1 on. 
Minister to elucidate the positioi and then 
only I will be in a position to moJre my 
amendment. 

SHRI K. S. CHAVDA (Gu'jarat): Nothing 
more than social control has heen done by tie 
Government up till now and therefore it is 
absolutely necessary that      .    .    . 

THE VICE- CHAIRMAN (SHRI AKBAR 
ALI KHAN): The position is     ... 

SHRI BHUPESH GUPTA; Let the 
Government  reply. 

SHRI K. S. C IAVDA: The Government   
should   s: y   something. 

THE DEPUTY MINISTER IN THE 
MINISTRY OI FINANCE (SHRI K. R. 
GANESH) Mr. Vice-Chairman, Sir, this 
discussion today is confined to the scheme 1 
nder section 9 of the Banking Companies 
(Acquisition and Transfer of Undertakings) 
Act relating to the appo ntment of Board of 
Directors. That is the limited purpose of this 
discussion. What the hon. Members are 
raising is a wider policy 

1595-RS—6. 

in connection with the working of the 
nationalised banks and also the orientation of 
credit policy, the orientation of investment 
policy, in fact the entire working of 
nationalised banking. In the course of the last 
many months this question has been raised on 
the floor of the House in one form or another 
and quite sufficient time has been taken up on 
this. Still 1 concede if hon. Members want a 
discussion, it could be possible, either the 
Government could themselves come forward 
with a motion and the working of the 
nationalised banks during the last year or even 
less could be discussed but I do not agree    .    
.    . 

SHRI CHITTA BASU: We want to be 
posted with certain information regarding the 
working of the banks. 

SHRI K. R, GANESH: I have submitted 
that this discussion is confined to the limited 
purpose of appointment of Directors in the 
Board of Directors   .    ,   . 

SHRI BHUPESH GUPTA: That is 
precisely the point. We would like to know 
what kind of Directors you have. I know and I 
have got some papers. Many Members who 
will be participating in the discussion must 
know that ad hoc appointments have been 
made. It has to be found out why they were 
appointed, why persons from certain 
categories were brought in and why others 
were eliminated. Even from the narrow range 
of things   .   .    . 

THE MINISTER OF STATE IN THE 
MINISTRY OF PARLIAMENTARY 
AFFAIRS (SHRI OM MEHTA): These 
questions should be raised during the 
discussion. 

SHRI BHUPESH GUPTA: The 
Government has abundant courage. If the 
courage had not been there, it would have 
been different. He is not afraid of anything, I 
know   .   .   . 

THE VICE-CHAIRMAN (SHRI AKBAR 
ALI KHAN): Please sit down. 
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SHRi A. G. KULKARNI (Maha-rasthra): 
During the discussion he can raise it. 

SHRI BHUPESH GUPTA: Please do not 
misunderstand. We are not saying that the 
Government is afraid of a discussion. If 
Parliament wants it the Government will have 
to participate in the discussion. It cannot be 
afraid of it, although it may prove sometimes 
to be idiotic about it. That is not the point. All 
that we want to know is why a short, relevant 
statement is not given which bears on the 
subject, on the working of the banks, and on 
the specific subject in particular. Besides, hon. 
Members have pointed out that this is no 
scheme at all. What does it say? It sa'ys: 
Motion for modification of the nationalised 
banks (Management and Miscellaneous 
Provisions) Scheme, 1970. Now, you are 
modifying this. I have got the scheme with 
me. You are modifying this scheme. What 
does it mean? (Time bell rings)-Therefore, we 
would like to suggest some modifications. 

THE VICE-CHAIRMAN (SHRI AKBAR 
ALI KHAN): Yes. 

SHRI BHUPESH GUPTA: We may like to 
suggest that some, new clauses be added to it. 
Therefore, unless we have the relevant facts, 
how can we proceed? 

(Interruptions) SHRI OM 
MEHTA:    We are trying to get some 
background material.   We will give it to you 
during the course of the discussion. 

THE VICE-CHAIRMAN (SHRI AKBAR 
ALI KHAN): You "have said that it is for a 
limited purpose. 

SHRI K. R. GANESH: It is for a limited 
purpose and all these points can be raised 
during the discussion. The Finance Minister 
will wind up the discussion and reply to the 
discussion. He is sufficiently prepared to 
answer all the points that will be raised during 
the course of the discussion. 

SHRI BHUPESH GUPTA; But it will  be  
after the  discussion. 

SHRI K. R. GANESH: The hon. Member 
has enough facts with him. 

(Interruptions) 

SHRI K. S. CHAVDA: The main 
point is information about the work 
ing of the banks. It is a very vital 
question      why information   re- 
garding the working of banks has not. been  
given to the House. 

THE VICE-CHAIRMAN (SHRI AKBAR 
ALI KHAN): Please sit down. 

SHRI BHUPESH GUPTA: Kindly sit 
down. The Finance Minister is not a statement. 
The Finance Minister is not a White Paper. 
The Finance Minister of the country may he 
white elephant, but certainly he is not a White 
Paper. Now, therefore, I say that what we want 
is relevant to the discussion. What is the use of 
having it after the discussion? Of course we 
shall be dealing with the amendments without 
the documents. We will be going through the 
discussion without the documents. The 
Finance Minister's reply, therefore, is no 
substitute for what we have been asking for. 

THE VICE-CHAIRMAN (SHRI AKBAR 
ALI KHAN): What do you want to say? 

SHRI A. G. KULKARNI: I want to say that 
whatever background material is needed has 
been given recently in reply to various 
questions which were asked in the House, viz., 
what is the deposit mobilisation, what is the 
credit policy, what is their creditworthiness, 
and so many other things. It says : This 
Scheme may be called the Nationalised Banks 
(Management and Miscellaneous Provisions) 
Scheme, 1970. It is mainly concerned with the 
appointment of Directors in the new Board. 
How are they going to be appointed . What is 
the three-tier system? If hon. Members have 
gone through it, they can understand what the 
three-tier system is.    During the 
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discussion Members can make out their 
points. It is for the Government to reply to 
them and to explain to them in detail. So, it 
will be better if we proceed with the 
discussion. 

THE VICE-CHAIRMAN (SHRI AKBAR 
ALI KHAN): I think the Government will 
take note of all the points that have been 
raised. Now, I call upon Mr. C litta Basu to 
begin. 

SHRI CHITTA BASU (West Bengal); Sir, 
the scaeme, which is now being discussed in 
this House, has been framed in terms cf 
section 9 of the Banking Companies 
(Acquisition and Transfer of Unde takings) 
Act, 1970. The scheme, as I have already 
mentioned, has merel;- a limited purpose and 
that is the particular aspect of the management 
of the nationalised banks. This scheme relates 
to matters in connection with the organisation 
and functioning of the top management of the 
n; tionalised commercial banks. This scheme 
inter alia describes the manner in which the 
Board of Director: will be formed, its 
constitution appointment of the Managing 
Director an 1 Chairman, terms of office and 
rerr. aneration, disqualification and vacation 
of office, meetings, etc. This is one part of the 
scheme. 

The second part of the scheme describes 
the manner- 0f the formation of Committees 
of the Board, Management Committee, 
Advisory Committee, etc. There i; another 
aspect of it also: the formation of the Regio-
nal Consultative Committee. These are the 
three broad aspects of the entire scheme. Sir, 
with regard to the other aspects of the scheme 
which we wanted to have from the 
Government, they are totally absent and about 
which I shall, if you permit me,  discuss later  
on. 

While the scheme was formulated, [ think 
the Government should have borne in mind 
the basic objectives of the nationalisation 
itself. This is merely a scheme of 
organisation for the management c f  the 
nationalisted 

commercial banks, and there should 
be particular criteria fixed as to the 
object or as to the requirement of 
the organisational set-up. If we are 
to decide upon those criteria, 1 think 
they can be characterised in the fol 
lowing way. We are to decide as to 
whether the organisation which is 
being envisaged under the scheme will 
be appropriate to combine the effi- 
cienc, authoromy and public pur 
pose of nationalisation. That should 
be one of the yardsticks in measuring 
the success or failure or in measuring 
the efficacy of the mechanism which 
the scheme proposes to bring into be 
ing. The second criterion should be 
as to whether an acceptable balance 
will be struck between the parlia 
mentary control, the control of the 
Reserve Bank and the control of the 
Government over the entire nationali 
sed sector of the banking industry 
of our country; whether the scheme 
can effectively strike a balance bet 
ween this three-pronged control; 
control of Parliament, control of the 
Reserve Bank and con- 
trol of the Government, 
that is particularly the Ministry of 
Finance. From these two criteria if 
we judge the efficacy of the scheme, 
I think the scheme is not going to 
fulfil these two basic objectives or 
will not stand the test of these two 
basic criteria as I have enunciated. 
Let us for the time being be remind 
ed of the basic objective for which 
the banks have been nationalised. If 
you permit me, I quote from the 
preamble of the Bill itself. Thp t>re- 
amble of the Bill inter alia commen 
ted: To control the heights of the 
economy and to meet progressively 
and serve better the needs the 
development of the     econo- 
my in conformity     with 
the national policy and objective. That was 
the basic objective laid before Parliament 
while we were discussing the Bill for the 
nationalisation of banks. Again if you also 
permit me to remind you and through you to 
remind the House, while we were   discussing 
the  Social     Control 
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Regulation Bill, it was also said: The resources 
of the banking system need to be distributed 
equitably and purposefully in conformity with 
the developmental requirements so that the 
priorities sectors receive their due share and 
particular clients or groups of clients are not 
favoured in the matter of distribution of credit. 
If we bear in mind these two basic objectives 
of the nationalisation of banks itself, I think 
the hon. Finance Minister cannot say that these 
can be fulfilled by the scheme which he has 
proposed before the House for its approval. 
The scheme falls far short of the requirements 
which the Act itself envisages. Therefore, I 
would like to emphasise here —the scheme 
does not meet the re-quiremnts for the 
fulflment of the basic objectives of the Act 
itself. Therefore, it is not in tune with the spirit 
of the Act, it is not in tune with the basic 
objectives of the Act and the general purpose 
of rule-framing. The rule is framed 
specifically to give effect to the spirit and 
objective of the Act. Here, the objectives that I 
have already enunciated are not fulfilled by 
the rules which we are discussing. My point of 
criticism is that these rules framed under this 
Act are not in tune with the objectives of the 
Act itself. I would ask the hon. Minister and 
the House not to throw it out because that is 
not in conformity with the basic objective of 
the Act. But this rule cannot really implement 
or give effect to the objective of the Act for 
which this scheme is meant. Anyway, this is 
my first point of criticism. 

At the same time, let us also have a look 
into the scheme itself. There is a pyramid of 
structures of the banks. At the top there is the 
Government and the Reserve Bank. Down 
below there is the Board of Directors. And 
horizontally we find the Regional 
Consultative Committee and the Advisory 
Committee. And down below, the Board we 
find     the 

Management Committee and down below 
that, we find a whole-time Director. This is 
the entire structure which we find graphically 
in the scheme. 

Now, in this matter one thing lias to be 
borne in mind that the Central Government 
and the Reserve Bank will direct the overall 
policy of the bank and the Management 
Committee which consists of four officials 
and four nominated Directors will meet only 
occasionally to carry on the management with 
the power which may be delegated to it. That 
is, the Management Committee—if you will 
allow me to say—which is at the grass-root 
level has nothing to do with policy-making, 
nothing to do by way of initiative   .   .   . 

SHRI A. D. MANI (Madhya Pradesh):    
Quite right. 

SHRI CHITTA BASU: . . nothing to do in 
the matter of bringing something new, some 
new ideas, in the management of the banks. 
Merely, they have got the operational 
activities, that also as delegated by the Board 
of Directors. Therefore, here the Management 
Committee which works at the grass-root 
level has got no initiative to display for the 
purpose of fulfilling the basic objectives of 
the Act itself. And this Committee will meet 
just at least once in each quarter. And what is 
the function of that Board? It is virtually to 
ratify or review or confirm the operational 
decision of the Management Committee. 
Either they will confer or they will review or 
they will ratify. Other than that the Board has 
got nothing to do. (Time Bell rings). I will 
reyuire a little more time. 

THE VICE-CHAIRMAN (SHRI AKBAR 
ALI KHAN): You have already spoken for 
more than ten minutes. There are many 
speakers. I will appeal to you and other 
hon'ble Members to confine themselves to ten 
minutes each. 



 

SHRI CHITTA BASU: Every time you ask 
me to finish within five or ten minutes. But I 
find in this House the hon'ble MembiT who 
initiates the discussion takes n ore than 40, 
4S or even 50 minutes. Then why this kind of 
discrimination  in my  case? 

THE VICE-C1 AIRMAN (SHRI AKBAR 
ALI KHA^): There are many speakers and 
unne essarily you are repeating the poir. ts. 

SHRI CHITTA 1A.SU: I say with 
all seriousness, altf ough I am smiling, 
that there cannot be two sets of 
rules for Member; in this House. 
Members are elected by the same pro 
cess. Their rights are the same and 
indivisible.    Their duties are the 
same and indivisible. Therefore, you cannot 
discriminat<. 

THE VICE-CHAIRMAN (SHRI 
AKBAR ALI KHAN): You are 
wasting       the ime of       the 
House. I     simply requested 
you to wind up in wo or three minutes. 

SHRI CHITTA BASU: You have already 
disturbed me. 

SHRI A. D. MA:H; He is making very 
good  points— o"ass-roots level. 

SHRI CHITTA :,iASU: Therefore, 
what I was emph; sising was this. 
This banking schene does not pro 
vide for any scope for the persons 
who are at the gra's-roots, or a per 
son at the field its* If has got no ini 
tiative to display. The entire con 
trol rests with the Finance Ministry. 
The entire conrol rests with 
the hon'ble Finance Minister, and no 
scope is      thene     for the 
enthusiastic, energetic, young officers to 
work in accordance with the objectives of the 
Act itself. 

Sir, again, the very composition itself has to 
be taken note) of. The Management 
Committee is composed of 18 members, out 
of which 4 are directors who are -lominated 
by the Government. Again, look at the 
constitution of the Board. Virtually, Sir, all 
the 15 directors appointed in 

terms of clause 3 of this scheme will be the 
nominees of the Central Government. Not 
only that, Sir, what is worse is that under the 
proviso to clause 9(1) the Government can re-
move at any time any director who represents 
workmen or non-workmen, employees, 
depositors, farmers, workers and artisans. Of 
these 15 Members of the Board, the majority 
are nominated by the Centrjal Government. 

SHRI A. G. KULKARNI (Maharashtra): 
Who are the shareholders? The Central 
Government is the shareholders. 

SHRI CHITTA BASU: That is a  different 
thing. 

SHRI JAGDISH PRASAD MA-THUR 
(Rajasthan): What about the depositor? 

SHRI CHITTA BASU: What about the 
workmen? 

SHRI A. G.     KULKARNI: Mr. 
Mathur; you now what is what. Who elects 
the directors? 

SHRI CHITTA BASU: Therefore it is very 
much loaded by the representatives of the 
Government they nominate. The Central 
Government also retains the right of removing 
representatives of the workmen, the 
depositors, the farmers and artisans   .   .   . 

SHRI DAHYABHAI V. PATEL: 
(Gujarat):    Without  giving  reasons. 

SHRI CHITTA BASU: Yes, without 
assigning any reason. The scheme authorises 
the Government to remove anybody except 
those diehard, wooden-headed bureaucrats 
who sit in the Government and mislead the 
Government and work in a way which is not 
in the interest of the country and the economy 
as a whole. Therefore, it is very much loaded 
with bureaucrats. It has got no purpose; it has 
got no direction to follow. 

THE VICE-CHAIRMAN (SHRI AKBAR 
ALI KHAN):    All right. 
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SHRI CHITTA BASU: Since you are 
very much insisting on my finishing the 
speech.. . 

SHRI A. G. KULKARNI: No, no. You 
take your own time. 

SHRI  CHITTA  BASU:    ...  I  will 
conclude.    There  is     another      very 
important  aspect  of  this  representative of 
the workmen    and the employees.    This   
House    heard  many  a time voices 
belonging to the working class, that the 
workers of our industry should      also    
have the right of partnership   with    the     
management. It is good.   This scheme is a 
first step in the  right  direction.    This  
scheme envisages   the      participation  of   
the workmen  and  the  employees  in  the 
management of the bank.    This is a good 
step; this is a step in the right direction.    
But,   Sir,   what  has   been given  by one 
hand has     been taken away by the    other    
hand,    i.e.    the policy   of   physical   
verification   with regard to the     
recognition     of     the trade  union.    This  
scheme  envisages that the representative 
union will be determined  on  the  basis  of  
physical verification.     Once     the   
representative character of the union is deter-
mined on the basis of physical verification,  
that      union  is     entitled to place a panel 
of three names, out of which Mr. Chavan is 
free to choose one.   And not only that, if the 
unions cannot fulfil the conditions in the 10-
page  long      scheme,  he     retains the right 
to choose anybody from among the 
workmen. 

SHRI A. G. KULKARNI: Out of the 
three. 

SHRI CHITTA BASU:      No. 

THE VICE-CHAIRMAN (SHRI 
AKBAR ALI KHAN): No, Mr. Kulkarni, 
let him go on. 

SHRI CHITTA BASU: Sir, he has not 
followed it. Now, this very process of 
physical verification is time-consuming. It 
has never been successful. I can give you 
one example, the Durgapur Steel Plant. In 
the  Durgapur      Steel Plant,  the 

representative union was determined only 
after two or three years. Even after that, some 
trouble is there; some say that it should be de-
recognised, some say the criteria should have 
been  otherwise. 

THE   VICE-CHAIRMAN (SHRI 
AKBAR ALI KHAN): Please conclude. 

SHRI  CHITTA  BASU:    Therefore, if you 
are really serious to    ensure the participation 
of the workmen in the management of the     
bank,  why should  there   not   be   election?     
The representative of the workers in the board  
of directors should be elected on the basis of 
secret    ballot by the workmen    engaged  in  a     
particular bank or in the banking industry as a 
whole.        The    mechanism      can be 
thought about later on.   Again, in the case of 
the employees, this pick-and-choose policy is 
being pursued.    The only objective      seems 
to be not to allow the      representative    union 
to have an effective say or control in the 
formulation of policies. Sir, I give so much 
emphasis on this point because in regard to the 
public sector industries, much  has been said 
about the workers as if the entire blame is at 
the door  of the  workers.    On  many 
occasions  I have said that this difficulty  can  
be  obviated   or   minimised if there      is     
participation      of the workers   in   the   
management.     And since  banking      
industry  is  a public sector industry to-day and 
this kind of  participation  of     workers  in  the 
management      is  being     initiated,   I think it 
should be initiated in a right spirit,  in  the  
right direction,  having in  view the  
consequences  of  it,    the perspective  of    it.    
If    the    banking industry   allows   the  
participation   of the  workers   in  the  
management   in a very wrong way, in a half-
hearted way, in an unscientific way, the very 
basic purpose of the workers'  participation in 
the management will not be served.    
Therefore, I am opposed to this     Bill and I 
say    that in the light of the discussion   .   .   . 
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THE MINISTER OF FINANCE '(SHRI Y. 
B. CHAVAN): You are opposed to the 
scheme. 

SHRI CHITTA BASU: No, no. You 
should modify it. 

THE VIC}-CHAIRMAN (SHRI AKBAR 
ALI KHAN): No, Mr. Chitta Basu, y IU should 
please finish. 

SHRI CHIT FA BASU: Sir, the Minister 
inten upted me and I should be clsar on n cord. 
I am not opposed to the scheme itself. But the 
scheme has to be modified and keeping in vii-
w the broad suggestions I have rr ade. I think 
that will fulfil the purp >se of this scheme. 
Again I say it will not be in order to piss this 
or to approve this scheme because the scheme 
is not in tune with the objec ive of the Act. It 
is at variance wi'h the objective of the Act. 
Therefor:, I would urge upon the House not to 
accept this without proper modific ition and it 
should be modified keepiig in view the broad 
objectives of tie Act. 

SHRI BAr KA BEHARY DAS 
<Orissa): At he outset I raised the 
objection tl it the scheme is 
half-hearted aid has not taken into 
consideration ill those debates that 
took place wh«n banks were nationa 
lised. At that time the Minister pro 
mised that he would come forward 
•with a compr hensive scheme. The 
scheme did no- mean how the boards 
of directors would be constituted or 
the managing body Or the consulta 
tive body wou d be constituted at the 
regional   level The     question   of 
capital is theie; what the paid-up capital 
should be of different banks; what the p< bey 
of mergers and amalgamations should be. So 
many of these things are there. Scheme is to 
be provided according to the Act. I am very 
sorry to say that after a lapse of one year, a 
long time after this law was passed, a long 
time after the Supreme Court gave its latest 
judgement—the banks were in fact 
nationalised one year ago— the Government 
now comes forward 

with a scheme which only relates to the 
formation of the board. I think the 
Government is not very serious about the job 
which has been entrusted to it. I would have 
been very happy if the present scheme had 
come much earlier and included all the 
necessary things. At least in the next session 
the Government should come forward with a 
comprehensive scheme as per the Act; 
otherwise, the very purpose of nationalisation 
of banks will be nullified. I have no intention 
nor am I interested in bringing in any political 
motives into this debate on banks which is a 
very delicate financial institution   .   .   . 

SHRI A. P. CHATTERJEE (West Bengal): 
You cannot because you are cooperating with 
the Congress Government   .   .   . 

SHRI BANK A BEHARY DAS: It is not a 
question of cooperating with the Congress. 
We are not cooperating with the Congress. 

SHRI A. P. CHATTERJEE: That has come 
out in the press. 

SHRI BANKA BEHARY DAS: Mr. 
Chatterjee should know that in the Kerala 
election his party went to the extent of 
cooperating with the Cong  (O)    .   .   . 

SHRI A. P. CHATTERJEE: Sir, Mr. Banka 
Behary Das is pitting a scandal against a fact. 
It is a fact that he is cooperating with the 
Congress and that has come out in the press. 

SHRI BANKA BEHARY DAS: If a good 
measure comes, I welcome it and I have 
always welcomed good measures. And if a 
bad measure comes I will oppose it as I have 
always opposed bad measures. I am sorry that 
Mr. Ch'atterjee is not going by that standard. 

SHRI A. P. CHATTERJEE: He is using 
scandal against my fact. 

SHRI G. A. APPAN (Tamil Nadu): There 
is nothing wrong in cooperating with the 
Government. 
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SHRI BANK A BEHARY DAS. Anyway, 
Sir, banking institutions may not be very 
delicate institutions to Mr. Chatterjee; he may 
want that banking institutions should go to 
ruins in this country. But I am not prepared to 
tolerate that position because a banking 
institution, just like the heart of the human 
body, is the heart of the economy. Just as the 
heart is precious to me, the banking institution 
is precious to the economy of the country as a 
whole   .   .   . 

SHRI A. D. MANI: Exactly. You are quite 
right. 

SHRI BANKA BEHARY DAS: And . if any 
Government tampers with the functioning of 
the banking institution then I will say that it is 
tampering with the heart of the economy. That 
is why I am very serious in this matter when I 
am discussing about banks. I may remind my 
friends here that during the discussions on the 
nationalisation of banks I talked about two as-
pects of the banking institution. One is the 
credit policy and the other is the technical 
control of the banking institution in this 
country. When banks were first nationalised in 
France as a model of social control, it was 
brought in a half-hearted manner at that time 
also and France developed two institutions to 
control the financial institutions of that country. 
In his country, the Reserve Bank has to operate 
as the technical surveillance authority of all the 
banking institutions of the country But the 
Reserve Bank has failed in this respect. If you 
see the Reserve Bank's last year's report you 
will see that they have cried hoarse that the 
banking institutions are not obeying them so far 
as the lending or the speculative credit policy is 
concerned. They have cried hoarse about it last 
year. That means, the banking institutions in 
this country are so very great that the Reserve 
Bank which has so many functions can never 
control them as far as technical aspect is 
concerned. Banking is not like any other 
industry where some few shareholders have 
invested their money.    In banking, it 

is not only the government, but lots of people 
in this country including the lower middle 
clasa people have deposited their money or 
invested their money. Therefore, you canno' 
play with these banks. Reserve Bank is a very 
small institution compared with the whole 
country and it has to deal with so many aspects 
that it cannot have technical surveillance over 
the banking industry in the country. I again 
emphasise that the Finance Minister should 
seriously think of this problem. It is not the 
question of boards. After all, what is this 
board? The boards are to guide the day-today 
policies of the banks. The technical 
surveillance aspect is not taken care of in this 
country, as it is done in France In France from 
the first day it was done. When all the banking 
institutions are nationalised here, I am sure 
that the Reserve Bank if it goes on like this, 
will create conditions in this country in which 
the banking institutions will be in a mess. I 
have no time to deal with that aspect   .   .   . 

SHRI Y B. CHAVAN: You are dealing 
with an important point. 

SHRI BANKA BEHARY DAS: Yes; but 
the Vice-Chairman will remind me of the 
time. What should be the relation between 
deposit and credit? Which individual bank 
does not follow the prescribed norm? Who is 
to lock after these things? As it is, the Reserve 
Bank is entrusted with that task. But it has so 
many functions. Who is tampering with the 
lending policy from season to season? How 
are advances made? Which are the big 
business houses that are taking advances? 
How are these advances utilised? All these 
technical aspects have to be looked after by 
the Reserve Bank today. But it can never do it 
because the banking institutions have become 
very great in this country. I might remind you 
of what France has done. If you want to go 
into the hisory of banking in France, I will tell 
you that they have created a separate board—a 
technical surveillance     board—for    the    
nationalised 
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banks separately. There are, in fact, two 
boards. The second one is the credit control 
board which guides the credit policy. That 
does not look into the technical aspec ts 
because it has no time for it. The o'her board 
goes into the technical asptcts so that every 
individual bank f inctions in a particular 
manner so mat the interests of the government 
an f the interests of the depositors and 
creditors are safeguarded. The Reserve Bank 
of India cannot do all this w Tk. Our banking 
institutions have mlarged and are still 
enlarging. W; want every village to have a 
bark and therefore the Reserve Bank of India 
can never do it. If you do not have a 
surveillance board    .   .   . 

THE VICE-CHAIRMAN (SHRI AKBAR 
ALI KHAN): There must be some general 
policy which should also govern it. 

SHRI BANKA BEHARY DAS: Yes. 
The Reserve Ban! may go into the 
general aspects. But the technical 
control and imi lementation of the 
technical aspect v hich has been for 
mulated by the R-'serve Bank should 
be the job of the surveillance board, 
because the Rese: ve Bank cannot 
send its inspectors to look after these 
matters. If you txe not prepared to 
do it for all the ranking institutions 
in the country, at least you start with 
the nationalised banks. You have 
fourteen nationali ed banks. It is a 
huge job that has o be done. I leave 
it at that stage. would   like    the 
Finance Ministry, which has brought in the 
credit counc 1, just to oppose the 
nationalisation of >anks, on the model of 
France, to do what they have done. It should 
go still deeper to see what France has done. 
Do not try to imitate France in a ha f-hearted 
manner if you want to do anything serious 
about it. I have no time to talk about that 
aspect now. 

Sir, what about the credit policy? Has up 
till now any definite credit policy been 
formulated? A Credit Board was constituted 
just to oppose the nationalisation of banks 
because, I remember, and Mr. Vice-Chairman, 

Sir, you may also be remembering, that when I 
came to this House, just after one year, I 
brougut a resolution about the nationalisation 
of banks and the nationalisation of insurance 
companies in this House and Shri Morarji 
Desai was the Finance Mnister then and they 
all violently opposed it. And,. Shri Chinai was 
on this side and just to show that they were not 
against bank nationalisation, through Chinai 
they brought an amendment to scuttle it and 
the reply was that they were considering 
socialisation of banks and not nationalisation 
of banks and they talked about the social 
control question, and they meant something 
else. They talked about the flesh of the body 
and not about the soul of the body. That is why 
I do not want to bring in politics here even if it 
is not very palatable to Shri A.P. Chatter -jee. 
After all it is a very delicate financial 
institution and | or it depends what will be the 
price policy of this country, whether there will 
be stability, what will be the credit policy of 
the banks and whether the banks can be 
allowed credit inflation to this extent as has 
been done in the last decade in spite of the rate 
of growth being very minimal in this country. 
Shall I remind the Finance Minister now—he 
replied in a defensive way to the debate on the 
price situation in this country— that during the 
last ten years, within one decade, money 
supply, not only through the Reserve Bank, 
but through all these banking institutions in the 
country, has gone up by about 25 per cent 
whereas the annual rate of growth has not been 
even 1 per cent, the compound rate, I mean, 
even in one decade? Is it not a very serious 
matter? Shall we allow these banks to function 
in this way so that these things will arise in 
this country. I am not going into these aspects 
now because the Finance Minister wanted that 
I should say something about the technical 
aspects and I think he should now seriously 
study the banking institutions of France which 
are pace-setters in the nationalisation of banks. 
I am not going to say that the    credit   policy 
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should be very similar to that. 1 am not going 
to say that, because we are living in a 
different context and our credit policy will 
have to take some risks which the French 
banking institutions or the British ones can 
never take. After all there they are on a very 
sound footing and their economy is of a 
different character. They can think of 
creditworthiness on the basis of assets which 
we cannot completely follow. So, I am not 
going to say that these banks are to be our 
guiding factors. As far as the technical aspect 
is concerned, it is important because af'er all 
the Government is the custodian of the money 
of the crores of depositors in the country 
through the nationalised banks. 

Mr. Vice-Chairman, Sir, now I come to the 
amendment because I have a few amendments 
and I have also given some amendments about 
the question of the constitution of the Boards 
of Directors and on what should be the role of 
the Board of Directors, I mean, the Member in 
the Board who will be either elected or 
nominated in a dubious way by the  
Government. 

Sir, here again I want to remind 
the Finance Minister that the formula 
of representative unions was evolved 
.for the purpose of recognition of 
unions for service conditions in any 
industry and it was accepted in the 
Code of Conduct in a Tripartite Body. 
But when you think of the question 
of participation of workers in the 
management, we should not bring in 
that aspect here, because the formula 
evolved for the first time in the bank 
ing institution has to be extended to 
all other industries     since 
we want that workers' participation in all 
nationalised industries should "be there even 
in private industries. So, a formula which was 
evolved some years ago for accepting the idea 
of representative unions and which was done 
because of the War should not be a formula for 
bringing in a person as a Member in the Board 

It will be an absolutely wrong thing. What    
is    a    representative    union? 

Any union which has a following of 15 per 
cent is a representative union and the 
management talks with this union for service 
conditions, for bonus, for wages and all these 
things. But here comes the question of the 
management of the industry. So here a person 
who has at least the majority of the workers at 
his back can be their representative. Take the 
case of HSL. When Board of HSL was 
constituted, the Government tried to bri'ig in 
Jhon. He was, not a workers' director. The 
Government brought him in by the backdoor. 
But what happened? Because Jhon had no fol-
lowing there he could not deliver the goods. 
So I am going to appeal to you that it is not a 
question of industrial relations only. It is a 
question of industrial relations and it is a 
question how the interests of the workers are 
safeguarded in running the banking 
institutions of the country. So I will request 
the hon. Minister not to bring in the idea of a 
representative union having a following of 15 
per cent only, to this management aspect. You 
also know that most 0f our countrymen are 
against the way representative union is 
accepted; the Central trade unions are against 
it. Even the Labour Commission of 
Gajendragadkar said that they leave this 
matter to the Government to see whether the 
represntative union's idea will be determined 
through ballot or through verification. 

SHRI MAHAVIR TYAGI (Uttar Pradesh): 
Sir, may I have one clarification? Would you 
stick to the representatives who are 
employees in the union, or even outsiders and 
politicians can dabble? 

SHRI BANKA BEHARY DAS: I have 
mentioned, Sir, that he should be a workmen's 
representative. I am not saying that because I 
am the President of a particular unio^ so I 
should be brought in on the Board of Direc-
tors. As far as the management of the industry 
is concerned, workers' participation will be 
useful. Therefore, I am going to say that he 
must 
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be the representative of workmen, and & 
worker himss If. 

I say that two things should be accepted. 
Firsi is that in every bank let there be a secret 
ballot. Number two, only a workman can be 
qualified to stand for dii ectorship, not any 
outsider. But th: workman could be elected by 
the workmen themselves. Then only the 
workmen will have a sense of invoh ement in 
the management of the industry or a banking 
institution. W | must see that there is an 
involvem mt of the workmen in the 
manageme it of the industry or banking instil 
utions. How can we have a sense c ( 
involvement? Not by recognizing a ;nion 
having a following of only 15  ~>er cent. 
Sir, I would request the hon. Minister to accept 
his idea of secret ballot. Let it. be through the 
Chief Labour Commissioner of the Govern-
ment of India, not by the management. But thi: 
idea should be accepted; otherwise tiis 
representative union idea will lead to the same 
quarrel on account of wh ch not .only the 
banking institution: are suffering but also our 
trade unicis are suffering. That is why I say 
this I do not want to bring in politics here as 
Mr. A. P. Chatterjee wants. I say that the 
representative union should !iave an 
overwhelming majority of ,t.he workmen, and 
not just 15 per cent of the workmen, because it 
is nc a question of service condition; it is a 
question of the management of tie banking 
institutions of thi: country. This aspect should 
be remembered by the Minister. I think all the 
amendments given by our friends support 
secret ballot. The reasons might be different. In 
the eitire House there is a consensus that the 
person should be elected by set ret ballot and 
the Finance Minister must accept this position. 
Secondly another Director is to be from non-
workman but staff. I want him also to be 
elected. He may not be a workman but why 
should the Government nominate him? 

SHRI  SUNDAR SINGH     BHAND-ARI: 
But from the staff?      , 

SHRI    BANKA      BEHARY    DAS: 
Yes.      The scheme      talks about 
those who are in ser- 
vice. I am not going to oppose it. I want 
involvement of the worker and anybody 
wanting involvement of the workmen will say 
that ihe representative should come from 
workmen. The non-workman staff will can 
have one Director and he should be elected by 
the same formula of secret ballot. 

[MR. DEPUTY CHAIRMAN In the Chair.] 

If all the Members support this idea, 
whichever amendment is accepted is 
immaterial. They may bring even their own 
amendment but I want involvement of 
workmen in the management by this formula 
and that can be done only by pecret ballot not 
by the representative union formula, which 
the Labour Ministry somehow wants. 

Now there is no limitation about the 
tenure of a Director whether he is a 
representative of the workman or any 
body else. Because of the scandal in 
this country and because particular 
persons develop vested interest, that 
situation should not be perpetuated 
even after taking over By the Govern 
ment. It is a delicate financial insti 
tution and when you have a Board 
of Directors from various sections of 
the people, sometimes the representa 
tive of the traders will be there and 
others also will be there sometimes. I 
do not want that in a particular bank 
ing institution vested interest of mem 
bers of Board of Directors should 
develop. At least you can have a 
limitation of two tenures for every 
member of Board of Directors. 
Because      there will be  14 
nationalised banks, if you want to utilise the 
experience of a Director, you can shift him to 
some other bank. We do not want io say that 
should not gain by his experience but let us 
not, in the name of gaining, give an 
opportunity to a particular person to develop a 
sense of vested interest in a particular bank 
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know how Sami Patel has come in and you 
know many Sami Patels are there in the country 
because persons who are there in particular 
Boards in a particular bank for a very long 
period will have certain vested interests 
developed. I da not want even the Government 
officials Or other nominees to develop vested 
interests in any bank. I have given a specific 
amendment and if you want to utilise the 
services of a person in any bank, you can 
utilise the man by shifting him to some other 
b'ank but not by creating a sense of vested 
interest in him or by giving an opportunity to 
your officers or the Reserve Bank to have a 
vested interest through somebody whether he 
is a man in the society, whether he is an 
economist or representative of the workmen or 
officer or the representative of the traders. So, I 
think that in the Claute, where you have 
mentioned about the disqualifications of 
Directors,—it is Rule 10 OT Clause 10—if you 
accept the addition of one sub-clause to the 
effect that a Director, whether nominated or 
elected—whatever might be the formula for 
the different categories of Directors—will not 
be there for more than two terms then, I think, 
this problem, to a certain extent, can be solved. 

MR. DEPUTY CHAIRMAN: You should 
conclude now. 

SHRI BANKA BEHARY DAS: Within 
two minutes I will finish. Secondly I want to 
say that you have not given any special 
consideration to the cooperative banks. You 
may say that you will look into that aspect. It 
is not proper just to say that you will look into 
that aspect because, after all, the co-operative 
financing institutions, whatever might be their 
demerits and however much they might be 
controlled by the rural vested interests for 
which the actual needy man in not getting the 
credit, they are to be l")e main banking 
institutions in the t oral areas.   The leading   
banks may 

lead to a certain extent but, after allr 
the co-operative banks will have \o 
operate in the rural areas among the 
small men there needing finance. So 
I have also given an amendment that 
out of the five Directors at least one 
Director should be one who is con 
nected with the co-operative bank 
ing institutions because, after 
all, the    co-operative        banking 
institution will have to develop in the rural 
areas in spite of all the demerits that are there. 
So I think that unless there is also a person, 
who is interested in the co-operative banks, 
the purpose will not be served. 

Next I will speak something about the 
representatives of the farmers, the workers and 
the artisans. Here I want to say that you might 
have to power of nomination. I do not grudge 
it because there is no question of election here, 
but it is proper that you should consult those 
organisations which are functioning amongst 
them. Let the Reserve Bank or the Finance 
Ministry take up the consultations to choose 
the persons from this field also. You may have 
the power of nomination but you should invite 
panels from those organisations which are 
functioning among the farmers, among the 
workers and among the artisans in this 
country, on an all-India basis. I am not going 
to suggest to you those organisations which 
are working on a regional basis or on a State 
basis. But at  least those  organisations.. . 

HRI MAHAVIR TYAGI: They will all be 
lay men as far as knowledge of banking is 
concerned. 

SHRI BANKA BEHARY DAS: You are 
saying that you want their representatives, and 
I say that there are such persons who are also 
qualified to become bank directors, because 
politicians or Parliament Members are not 
necessarily qualified persons to become bank 
directors. There are persons who. . . 

SHRI A. P. CHATTERJEE: It looks as 
though you are the most competent person to 
become a bank director. 
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MR. DEPUTY CHAIRMAN: Please 
conclude now. 

SHRI BANKA BEHARY DAS: There are 
persons wih the all-India organisations, which 
are functioning among the farmers, wo kers 
and artisans, who should be selected. Panels of 
such persons should 1 e invited from the all-
India organisati His. Lei the power of 
nomination be with the Government for 
selecting fr< m those institution or their panels. 

MR. DEPUTY CHAIRMAN: That will be 
enough. 

SHRI BANK;. BEHARY DAS: Just a last 
point I v ant t.o make and it is about the Regie 
nal Committees, about which you have not said 
anything. Now a Regional Com aittee m'ay be 
presided over by a Minister or a Deputy Min-
ister, and there will be five Regional 
Commiitees. K lowing for a fact that regional 
committees will never sit, I think at least twice 
a year they should sit so that the i roblems of 
the Region can be discussed and the banks 
functioning in the Region can have some 
guidance as a lesulf of the consultations with 
the representatives in these regional bodies. 

SHRI DAHVABHAI V. PATEL (Gujarat): 
Mr. Vice-Chairman, this measure comes 1 o us 
after about a year of experience o: the 
nationalisation of banks, and it s disappointing 
that Government ha given us no indication of 
the experience th'at Government has gained or 
banking has gained as a result of n 
itionalisation. It would have been very helpful 
to this House if in the light xf the experience 
the suggested chan ;es would have been made. 
This is something quite apart from experienc \ 
Government want these changes. ! think it is 
not fair to this House that what the experience 
of the Government has been in the past one 
year is not placed before the House 
Government does not share the experience that 
it has gained as a result of this. May be 
difficulties, may be obstacles, may be 
advantages, but Government should have come 
forward with 'a fair  statement  showing 

what their experience has been in the last one 
year and what they propose to achieve by these 
modification's. A scheme was supposed to have 
been ready when the nationalisation of banks 
was undertaken. Ac-ually, Government wanted 
to do it overnight but for certain reasons it had 
to be delayed by a few months. And what was 
supposed to have been ready at that time is not 
available to us even now, after one year. So it 
clearly indicates that Government went about 
the scheme of nationalisation of banks as a 
stunt. They were not ready for it. They j ust had 
a political stunt and they are continuing in the 
same way. What is going to be the result of 
these modifications? In the old days we had the 
Reserve Bank supervising the different banks 
and other financial institutions. Now the banks 
have changed hands and they are not now as 
they were before, and as a temporary measure 
perhaps, until the Scheme was ready, 
Government asked the Reserve Bank I to look 
after them. Today is it not I more or less the 
same thing continuing? It is bureaucratisation 
of the ! banking industry. I do not think that 
was what was meant by notification of banking. 
It has resulted in bureaucratisation of the banks. 
It is alleged that before nationalisation the big 
monopoly houses had control over banks 'and 
they utilised the money for their own purposes. 
If that was the reason why banks were 
nationalised it should be very easy and very fair 
to expect from the Government a statement 
giving us what has happened in this one ypar. 
whether nationalisation has resulted in the 
removal of monopoly or whether it has become 
a monopoly of Government servants. 
Government officers monopolising and 
controlling the industry instead of a few top 
businessmen in this country. Banking indsutry 
after nationalisation was supposed to make 
credit easy for people, for farmers particularly 
in the rural areas. Is it the experience? What is 
the experience of people who have tried to get 
credit in rural areas? Government has failed to 
tell us but every Member of this House    
knows 
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knows how difficult it is for a poor farmer to 
get a loan. Has it not resulted in a lot of 
corrupt practices? Has not ihis step of 
nationalisation resulted in bureaucratisation 
and addition of corruption to the banking 
industry. 

And what is the service we have been able 
to give to the customer, whether it is xarmer 
or ordinary small businessman? Has it 
improved in any way? Was that, not one of 
the reasons for nationalisation? I am sorry to 
say that here also the experience points the 
other way. Applications fox loans are delayed. 
Credit, which is required urgently is very 
often not available, the man is sent from pillar 
to post. So the purpose that nationalisation of 
banking was supposed to fulfil does not seem 
to have been fulfilled. And what has happened 
to the staff? A certain amount of slackness has 
developed like in all Government offices. 
Papers get lost; people have to go from pillar 
to post and there are delays for which nobody 
is accountable. This is what is happening in 
the nationalised banking industry as is 
happening in all other Government offices. 
The same thing is happening in nationalised 
insurance and the same thing is happening 
here in nationalised banking. I am glad on the 
one hand to see that 2,000 new branches have 
been opened but what is the result? Was 
Government ready to open these 2000 new 
branches? Has it been a real service to the 
people or has it just been a mere addition of 
so m'any more people in service and more 
service bill on the banking industry which 
ultimately now means on the nation? What is 
the result? Is the Finance Minister able to tell 
us whether this has resulted in any gain in any 
way? Has the banking industry prospered as a 
result of opening so many centres? Has credit 
been more readily available in the rural areas? 
Then, we have a series of Boards. Formerly 
there was one Board of Directors.    Now, 
Boards and controls 

and a spiral of controlling boards are there, 
which naturally will mean delay for any 
proposal to get through. And then there is the 
elment of poli-vic'ai patronage. Who are going 
to be appointed Directors? Is the Finance 
Minister in a position to assure us that there 
will be no political patronage in this? No 
criteria are laid down as to who are to be 
appointed Directors on these Boards. I thought 
when a set of rules are put before us, there 
would be clarification on this, 'as to how the 
Directors are to be appointed. There is no rule 
under which Direciors are to be removed. It is 
at the sweet will and pleasure of the 
Government. There should be something laid 
down. 

SHRI A. P. CHATTERJEE: So, you are for 
service conditions for Directors and not for 
the ordinary employees. 

SHRI DAHYABHAI V. PATEL: I am not. 
I have not said no service conditions for the 
employees. Mr. Chatter-jee. do not 
misrepresent thing in this manner. It does not 
help your cause either. I have never said th'at 
there should be no service conditions for the 
employees, but I say when you appoint a 
Director we should know how you appoint 
him. We should know his qualifications. 
There should be some rules or something laid 
down. Then, if he is appointed for one term, 
dees he continue for another term? How does 
he continue? Is it an appointment just at the 
gweet will of the Finance Ministry? These 
things should be clarified. This is all the more 
necessary when all the authority is concen-
trated in the Finance Ministry. The Finance 
Ministry is a powerful Ministry by itself. The 
Reserve Bank wag a powerful body before 
this bureaucratisation. Now, the Reserve Bank 
also will become subservient to the Finance 
Ministry and all these banking institutions 
also will become subservient to the Finance 
Ministry. 

My friends, the previous speakers, have 
dealt with question of repre-rentation of 
workers.   They have very 



 

valid reasons to paint this out. How can a 
union with 15 per cent claim the right to 
appoint a Director? They should certainly 
have more than fifty per cent, if they are 
representing the worker^ and want to sit on 
the Board. The minimum shou.d be fifty per 
cent at least, not 15 pe:- cent. 

The banking industry was supposed to go 
in consultatkn with the Reserve Bank. The 
Reserve Bank was supposed 10 outline their 
w irking. In regard to the interest rate3 for 
various kinds of borrowers a certain amount 
of flexibility should be \h re. Has this been 
laid down for the managers of the different 
branches jf different banks? We should have 
some picture of this. How is the Finan.e 
Minister's mind working on this? s there 
rigidity or flexibility on this? 

SHRI Y. B. CHAVAN; Flexibility about 
what? 

SHRI DAHYABHAI V. PATEL: 
Flexibility about conditions under which 
lo'ans are given, the rate of interest. A certain 
tj pe of loan is given and under a certai-i 
condition a little higher rate of interest may be 
charged. In certain instance: that may not be 
necessary. Now, a e there any rules about it. 
Op is it leli to the man, with the discretion 
going from the managers of the different 
bancs and the Boards of Directors right :p to 
the Finance Ministry? How is this going to 
work? In the past we had a type of profes-
sional service of pe iple specialised in the 
banking industiy. They were able to give their 
professional service and knowledge and 
experience. Is this going to continue? How are 
the borrowers going to get advantage of this 
•as they have been getting in the past from the 
banks? Is the Finance Minister able to tell u'. 
whether this is going to be available or not, 
because we do not know who are going to be 
the directors, how they are going to be 
appointed. They can be dismissed by the 
Finance Ministry without giving reasons.    I 
think that is very objec- 

tionable. At least the Finance Minister should 
accept the amendment that if a director is 
removed, it should be done for valid reasons, 
and not because he has offeneded somebody 
in the Finance Ministry. 

Quite a lot of business in banking, was done 
by Boards. Now we are going to have a series 
of Boards or Committees. The Board used to 
meet, if necessary, once a week, of most of 
these banks, sometimes oftener depending 
upon the circumstances and exigencies of 
business. Is this going to be continued? Some 
of the Boards are supposed to meet once a 
month, and if there is an urgent case and if 
somebody wants a loan urgently, how does he 
go about it? Is this going to help banking? Is it 
going to simplify matters for the borrower? 
Will the Finance Minister tell us something 
about this? We thought when the scheme was 
placed before us that the Finance Minister 
would take us into confidence and tell us 
about this. 

Already, I think the Finance Minister also 
knows, there is a lot of difficulty in realisation 
of cheques after banking is nationalised. This 
never happened. At the most in a week's time 
the man who drew the cheque knew whether 
his cheque was all right or not. Now it takes 
two or three weeks, and for what? For two 
different bank offices wich are a few miles 
apart, just because the offices happen to be a 
few miles apart, for a cheque drawn from one 
bank and sent to the other bank it takes two to 
three weeks. How can business be carried on if 
this is the experience of the nationalised 
banking institutions? 

In the past the managers of the banks used 
to enjoy a lot of authority in the matter of 
granting temporary accommodation. 
Sometimes they were allowed to exceed the 
margin of the credit that w"as sanctioned to 
them. How is this going to work? Suppose the 
man's credit is Rs. 50 lakhs and he wants to 
draw something more, say, Rs. 5 lakhs, 
perhaps the    man- 
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ager of the bank would give him that On his 
own initiative knowing his circumstances and 
get it ratified by the Board of Directors later 
perhaps. Is this going to be done? Is it ever 
envisaged or is it not going to be done at all? 

This proposal of the Finance Minister is 
disappointing because it does not disclose to 
us what the Finance Minister should have 
done—the experience of ihis one year, what 
has happened, how after nationalisation of 
banking services for the poor man, for the 
farmer, for the poor merchant have improved 
as a result of this, etc. What we learn from 
hearsay and from personal experience of many 
people is that the services have deteriorated. 
To draw a cheque anywhere it takes a long 
time. Quick service which one used to get 
before is not available, and much more so in 
the case of cheques going from one place to 
another. How does the Finance Minister mean 
to remedy this? In the light of this experince I 
have given notice of certain amendments. I do 
not know whether the Finance Minister is in a 
mood to accept some of these amendments. 
But there are several amendments striking the 
same note from different hon. Members, and I 
hope that the Finance Minister will give due 
attention and accept the reasonable 
amendments that have been given. Of course I 
feel that what I have given is very reasonable. 
Even if he goes by the normal democratic 
practice of looking at the amendments, which 
have struck people with different points of 
view in this House, from a different point of 
view, yet there is a type of unanimity in them 
and the Finance Minister should have no hesi-
tation in accepting them. 

SHRI K. P. MALLIKARJUNUDU 
(A^dhra Pradesh): Mr. Deputy Chairman, 
with all humility and without meaning any 
derogation to the previous speakers, I am 
inclined to say that much of the discussion 
that, took place so far is beside the point.    
The 

motion before us is about the scheme that has 
been formulated under Section 9 of the 
Nationalisation of Banking Act. If you 
examine the scope of that section, you will 
find that it deals with three important aspects 
of the matter. Under that section, the Central 
Government is empowered, in consultation 
with the Reserve Bank, to frame a scheme for 
three purposes. Whai are those three 
purposes? One is the capital structure of the 
banks. And an upper limit has been put that 
the capital should not exceed Rs. 15 crores. 
Thai is the first aspect of the matter. What 
about the second? The second relates to the 
reconstitution of the Boards of Directors. That 
is the point with which this Motion is now 
concerned. The third aspect is the recon-
stitution of the banks by amalgamation or 
transfer or whatever it is. Some kind of 
amalgamation or transfer is contemplated. So, 
any scheme formulated under Section 9 must 
relate to these three aspects. And this scheme 
now present before us relates to the second 
aspect, that is the reconstitution of the Boards 
of Directors. So, whatever criticism we offer, 
I think, they must be confined to this aspect of 
the matter. To go beyond that is to assume 
jurisdiction which we do not have. 

Sir, my submission is that this Section 9 
imposes certain restrictions on  the power of 
the Government io constitute these Boards. It 
says—while constituting the Board the 
Government should include—and h is a matter 
of obligation—representatives of the em. 
ployees and of depositors of such banks. 
Secondly, it says, "Such other persons as may 
represent the. interests of each of the following 
categories, viz. farmers and artisans." This is 
an obligation cast on the Government. Subject 
to that condition and limitation, the 
Government is empowered, in consultation 
with the Reserve Bank, to reconstitute all these 
Boards of Directors. Under these 
circumstances, we have got to examine 
whether the scheme now presented does 
justice to the principles in Section 9.    I should 
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like to examine   his scheme with reference to 
those matters. 

First of all, I should say that in the scheme 
as envisaged in the Act, there will be 15 
directors. These directors are constituted Ike 
t.hjis. There will be two whole-time directors. 
There is one director from employee-
Workmen. There is one director from 
employee-non-wc rkmen. There is one 
director from among the depositors. There are 
three directors represnting farmers, workers 
and artisans. There are five directory with 
some special knowledge. There is also one 
director for the officers of the Reserve Bank 
and another director to represent the Central 
Governnent. This exhausts the list of directors 
which, if I am not wrong, is a 15-man strong 
team. 

In this conned ion, I would like to point out 
that the farmers are not properly represented 
In thi.3 scheme only one seat is give i to 
farmers. You know, Sir, farmers constimte the 
biggest community in India. When such is the 
case, there is absolutely no justification for 
allotting only one seat on the directorate t< 
the farmer community. So, my objection is 
that the farmers should be jiven more and 
better representation.    That is one thing. 

Secondly, the rioney of these banks comes 
from the depositors. Unless the depositors are 
encouraged you cannot get sufficient mon5y. 
You have already seen from the ai swers 
given by the Finance Minister in this House 
that the rate of depos t growth is falling as 
compared to the last year and the previous 
year. So you have got to create confidence in 
the depositors, and unless they get that 
confidence you cannot mobilise the savings 
and attract deposits. In that viow of the 
matter, I think one representative from the 
class of depositors is inadequate; they should 
be better represented. That is one point I 
would like the hon'ble Finance Minister to 
bear in mind. 

Then, there are five directors, who are 
taken in for their experience. In that 
connection my amendment says 1595-RS—7. 

that they should be men of sufficient 
experience in banking. So it is very necessary 
for the proper and efficient management of 
the banks th|at the Directorate should be 
manned by efficient men, men of experience 
and ability. If that consideration is lost sight 
of, we shall witness the same spectacle as is 
now obtaining in our public sector 
undertakings. 

You know, Sir, our public sector 
undertakings are a great drag on our economy. 
Even, yesterday we found that in the half year 
ending September, we have incurred a loss of 
Rs. 41 crores in the management of public 
sector undertakings. So we should take care 
that those banking institutions also should be 
manned and managed by efficient and able 
persons. 

Sir, I am very sorry to say that a new theory 
has come into being recently, the theory of 
'committed persons'. It is a very dangerous 
theory, in my opinion. I should request the 
Government to see that that theory should not 
have any place in the appointment or 
nomination of the directors on that Board. So I 
should warn the Government that they should 
take particular care to see that this theory of 
commitment will not creep into this banking 
business. 

Again, I should like to say one or two 
points generally. Of course, I already touched 
upon the point that experts with impartial bend 
of mind, with no commitment, to any 
particular ideology, should be there. It is also 
necessary in my opinion that they should 
develop expertise in these days of modern 
civilisation. Where experts have a significant 
place, expertise in our Directorate should be 
encouraged and developed. Unless that point 
of view is kept in mind, there is danger of our 
losing the main points and our institutions 
going to ruin. So I would like that the 
Directorate should be so constituted as to 
encourage expertise on the part of the people 
otherwise, Sir, there will be that danger. 
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which I would like to refer to is this. You are 
going in for the nationalisation of banks to 
expand your banking operations iR the rural 
areas. You know that, in the rural areas three 
or more agencies are functioning as lending 
agencies— co-operative section, the 
Government section and now the commercial 
banks which are also going into the field. So 
there should be proper co-ordination of all 
these activities so that there should be no 
overlapping or duplication. You must take 
care to see that when you expand your 
activities into the rural section there should be 
proper co-ordination. There should be no 
confusion or overlapping. That aspect has got 
to be borne in mind. These are my main 
objectives. 

I do not want to go into the general 
question of the banking system and 11 those 
things because, according to me, they are 
irrelevant for this discussion. So I wanted to 
confine myself to the scheme, very important 
section 9 of the Banking Act. One more point, 
Sir and I would be done. I do not know why 
$o much delay has been caused in presenting 
this scheme. The Act came into existence as 
early as in July. It is more than five months. I 
do not know why the Government should take 
so much! time in framing the scheme. In fact, 
they should have been ready with the scheme 
even when the Act came into force. So, my 
charge against the Government is that they 
have caused delay in bringing this scheme 
into operation so late as this. With these few 
remarks, I conclude my speech. 

SHRI M. V. BHADRAM (Andhra 
Pradesh): Mr. Deputy Chairman, Sir, thSs is a 
scheme under which the Boards of Directors 
of the 14 nationalised banks will be 
constituted. I would like to say that the 
scheme, because of the way in which it has 
been drafted, does not go in the direction of 
more democratisation of the banks. Till they 
were nationalised, these banks were controlled 
by the private monopolists. 

The other so-called nationalised banki, the 
Reserve Bank of India and the State Bank of 
India, hare been managed by the bureaucrats. 
If we go by the way in which the State Bank 
of India and the Reserve Bank of India are 
being managed, I do not think that the hopes 
that were created last July by the 
nationalisation of the*e 14 banks will be 
fulfilled even to the extent of five per cent. 

Now as far « the representation of 
the workmen and non-workmen staff 
is concerned, the procedure for decid 
ing the representative union is given 
as "verification" in clause 2(h). Novr, 
people who are working in the trade 
unione are very familiar with this 
"verification" procedure. It breeds all 
sorts of unfair methods to be indulged 
in by the trade unions ________ 

SHRI BANK A BEHARY DASr And the 
Government. 

SHRI M. V. EHADRAM: I am coming to 
that. 

SHRI Y. B. CHAVAN: He does not want 
to mention Government. 

SHRI M. V BHADRAM: I do not want to 
mention Government, but I would mention 
the Government Officer. It depends very 
much on the honesty and integrity of the 
verification officer. 

SHRI BANKA BEHARY DAS: Gov-
ernment  also  directs  officers. 

SHRI BHTJPESH GUPTA: Mr. Chavan 
need not be told about verification; he knows 
it very well. 

SHRI BANKA BEHARY DAS: But the 
officers are also directed by the Government 
to act in a particular way. 

SHRI M. V. BHADRAM: So far as that 
aspect is concerned, when the Labour 
Minister or the Deputy Minister is tied up 
with a particular type of union... 

SHRI BANKA BEHARY DAS: They do 
it. 
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SHRI M. V. B 1ADRAM: Not "do it" they 
did it, in several cases. Once I was a victim 
myself. Now, how is this verification done? 
How is it going to be done in this case also? 
The membership lists of tl e various unions 
are to be given to an officer nominated or 
specified for the j urpose, i.e. the Chief 
Commissioner of Labour and if there is any 
objection t iven by the contesting unions, the 
oficer goes to the spot and does spot sample 
verification. It may be 5 per c Hit or 10 per 
cent or 20 per cent. He goes secretly and asks 
the workers to which union they belong. The 
worker says, I belong to X union. He writes 
Y. There is no proof to show And later on if 
there is any complaint against the officer, he 
will say, "No, no. When I went there he ; aid 
he belonged to X union, but nov he is 
changing his mind." Therefor e, what is 
happening is another ba 1 practice has crept 
into the trade union and that is inflation of 
membership of the unions. For instance, 5,00 
I will be the actual paid membership but for 
purposes of verification it :oes up to 7,000 or 
7,500 for competi' ion. All these bad practices 
have come into this field. That is why the / 
ITUC and the HMS are also totally opposed 
to this very-fication procedure They opposed 
it in the Standing Labour Committee. The 
only unfortunate argument is... 

SHRI BANKA BEHARY DAS: Do not 
bring in that aspect. What you say is 
absolutely correct. 

SHRI Y. B. CKAVAN: The solution is not 
to completely by-pass it. The solution, real ly 
speaking, is to make the trade un on 
movement more representative  anc    more  
powerful. 

SHRI M. V. BHADRAM; I am coming to 
that... 

SHRI BANKA BEHARY DAS: 
(Interruptions) In the unorganised sector it 
may be  very great. 

SHRI Y. B. CHAVAN: Fifteen per cent  is   
the  minimum   (Interruption) 

SHRI BANKA BEHARY DAS: But in 
many industries 15 per cent are  not 
unionised.... 

SHRI Y. B. CHAVAN: We are today 
talking about the banking industry. What is 
the use of talking about some other industry   
.   .   . 

SHRI M. V. BHADRAM: I come to the 
point the honourable Minister raised, how a 
representative union is to be ascertained. This 
is the formula adopted from the code of 
discipline awarded by the Ministry of Labour. 
I do not think the honourable Minister will 
deny that fact. There the minimum is 15 per 
cent. Any union which holds a membership of 
below 15 per cent will not be entitled to 
contest at all. For contesting it must have not 
less than 15 per cent. How is it going , to be 
decided here? Suppose there are unions with 
more than 80 per cent membership. I also do 
not concede the point which Mr. Banka 
Behary Das made. As far as the banking 
industry is concerned, the membership of the 
unions is more than 80 per cent. They are very 
strong unions. There is no question about 
them. The question of 15 per cent does not 
arise at all in this case. Therefore, when 
ascertaining the representative character of a 
union it is necessary to hold a ballot to decide 
which union is having more number of 
members on its rolls. When this is done the 
strength of the union will come there; 
otherwise what is happening now is the repre-
sentative union has to sumit three names of 
workmen to the Government and the 
Government will choose one of them as the 
director. This creates problems and probably 
it may go a long way in destroying the trade 
union movement itself because after all, we 
are human beings and we can be placated at 
any time. So out of the three, the Government 
or the Reserve Bank or whatever authority it 
may be, chooses one and goes on playing one 
against the other. It creates confusion among 
the workmen  thereby     discrediting the  
trade 
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union itself. We want a strong union 
to back up this nationalisation and 
proper functioning of the banks. 
You give the choice to the union to nominate. 
That procedure is also there in existence under 
the Major Port Trusts Act where the unions 
give the name and the Government has no 
option but to accept that name. That person 
has got to be appointed once the 
representative character is decided, and the 
nomination has got to be left to the union. I 
have been a member of one Port Trust and 
that is how I have come here. Therefore, this 
Government should not have that flexibility of 
selecting one against the other. It goes against 
the fundamental principles of trade union 
movement. Similar is the case of non-
workmen. There are officers. The same 
principle which is applicable in the case of 
workmen should also be extended to a director 
who is to represent the non-workmen's union. 
I would say in this connection that clause 9(1) 
is very obnoxious. It gives power to the 
government to remove anybody at any time 
they like. 

SHRI A. G. KULKARNI (Maharashtra): 
How? 

SHRI M. V. BHADRAM: Shri Kulkarni 
may not have gone through this scheme. On 
page 9, clause 9(1) says that a Director 
appointed under sub-clause (b), (c), (d), (e) or 
(f) of clause 3 shall hold office for a period of 
three years and shall be eligible  for  
reappointment: 

Provided that the Central Gov 
ernment may after consultation 
with the Reserve Bank, remove 
from office any Director appointed 
by it under sub-clause (b), (c), 
(d), (e) or (f) of that clause and 
appoint in his stead another person 
to fill the vacancy... 

MR. DEPUTY CHAIRMAN: You should 
conclude now. 

SHRI M. V. BHADRAM: Once the 
Directors are      appointed, they  hold 

office for three years. But that is not 
guaranteed because there is an overriding 
proviso which will give the power to the 
government to remove any Director at any 
time. Of course, that power will be exercised 
in consultation with the Reserve Bank of 
India. In other words, the Reserve Bank of 
India will advise the Government of India to 
remove Shri Kulkarni from the Board of 
Directors or somebody else. 

MR. DEPUTY CHAIRMAN: You must 
wind up your speech now. 

SHRI M. V. BHADRAM: Therefore, this 
power should not be given to the government. 
If a representative of the workmen or non-
workmen forfeits the confidence of 60 per 
cent of the union, then he should be removed 
on the advice of the union. This is my 
suggestion. 

There is another most discriminatory thing 
against the workmen in clause 13(2) dealing 
with the management committee. There, the 
workmen are excluded on the ground that they 
are not eligible or qualified to be on the 
management committee. It is confined only to 
bank officials and the government officials. In 
that way it is a great discrimination against 
the workmen. The workmen and the staff 
working in the banking industry know very 
well about banking, but they are not qualified 
to be on the management committee. Why 
should it be so? If the government choses a 
particular individual who represents the 
workmen or the staff, why should he be 
excluded from the management committee? 

Then there is an advisory commit 
tee and there are regional commit 
tees. Here again, it is left to the 
choice of the government. Shri Banka 
Behary Das did not want to intro 
duce politics. But I would say that 
this will probably be used by the 
government for politicking and to 
win over people and these people 
will be nominated and put on the 
regional committee.    This should 
not be there.    I would suggest that 



201 ne. Moaipcatiori of       [ 10 DEC. 1970]        (.Management  and 202 
National sed Banks Miscellaneous Prowwions) 

Scheme, 1970 
the representath es af the workmen should 
also be there on the advisory committee and 
on the regional committee. 

This is my last point. In my place there is a 
State Bank of India branch. I have had serve 
ral complaints from people saying tr at while 
advancing loans and credits, some of the 
officers have started taking commission. 
Unless commissioi is paid, people will get 
loans at all. Kven the small-scale 
industrialists, even to purchase a drilling 
machine IT a pump-set or such other things 
have to pay commission. I am inly just 
warning the Government hat this practice 
should net come iito the nationalised banks. 

SHRI BANKA I3EHARY DAS: So it can 
be continued in the State Bank? 

SHRI M. V. BHADRAM: Members walk 
of life is co rupted now. 

MR. DEPUTY CHAIRMAN: All right.    
Please   con elude. 

SHRI M. V. BHADRAM. Members of 
Parliament also are taking money to put 
questions. 

MR. DEPUTY CHAIRMAN: Please 
conclude now. 

SHRI M. V. 3HADRAM: The other day 
Mr. Da'iyabhai Patel has said so in the Hoi -e. 

SHRI A. D. MANI: It is not correct. No 
Mem1, er of Parliament takes money for 
pitting questions. 

MR. DEPUTY CHAIRMAN: It is not fair. 

SHRI A. D. MANI: Send it to the 
Privileges   Committee. 

(Interruptions) 

MR. DEPUTY CHAIRMAN: All right. 
Mr. Bhadram, please conclude now. 

SHRI M. V. BHADRAM: I want to 
clarify. 

SHRI BHUPESH GUPTA: If the Minister 
can take bribe why cannot the individual take 
money? 

SHRI M. V. BHADRAM: I might remind 
Mr. Mani that last year when the Bill for 
enhancing the allowances of.... 

SHRI AKBAR ALI KHAN (An-dhra 
Pradesh): If there are some people, expose 
them. 

SHRI A. D. MANI: I do not mind if you 
mention the names cf people and go to the 
Privileges Committee. He says Members of 
Parliament take bribes. 

SHRI BHUPESH GUPTA: He said what 
he thinks should be said. 

SHRI M. V. BHADRAM: Not only that. I 
would also like to refresh the memory of Mr. 
Mani—if he was sleeping—that the other day 
when the Bill for enhancing the allowances of 
Members of Parliament came up for 
discussion in the House, Mr. Dahyabhai Patel 
stood up and gave the same statement to 
justify the increase. I contested that day also. 
If you want you can go back to the old record 
and look at it. 

MR, DEPUTY CHAIRMAN: Please 
conclude. 

(Interruptions) 

SHRI M. V. BHADRAM: I am 
saying that he has said it.. (Interrup 
tions) . .1 said "some Members of 
Parliament" _____     (Interruptions)    _____  

SHRI A. D. MANI: Sir, you cannot allow 
it. 

MR. DEPUTY CHAIRMAN: Mr. Mani, I 
have said that he should not cast any 
reflections on the Members. 

SHRI A. D. MANI: Sir, if allegations are 
made I can understand. He says 'some 
Members'. 

MR. DEPUTY CHAIRMAN: Mr. Mani, I 
have already said that he should not cast any 
reflations on the Members. 
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SHRI M. V. BHADRAM: Therefore, the 

corrupt practices that have set into the State 
Bank of India should not be allowed to come 
into the 14 nationalised banks. On the other 
hand, Government should take steps to see 
that taking of commission from people who 
go to the State Bank for any loans should be 
stopped immediately.    Thank you. 

SHRI A. G. KULKARNI (Maharashtra): 
Sir, I stand here to support the scheme 
presented to the House by the Government. 
The scheme may be called the Nationalised 
Banks Scheme,  1970. 

Sir, while supporting this scheme I have 
got certain observations to make and those 
observations, particularly, are of two 
categories. One is about the Directors, how 
the Managing Director and other Directors 
are appointed, etc., and the other ia about the 
Reserve Bank of India vis-a-vis 
superintendence over the nationalised banks 
and other types of banks. 

[THE VICE-CHAIRMAN   (SHRI  BANKA 
BEHARYDAS):   (in the Chair).] 

The Government is going to constitute a 
Board, and the Board is to be assisted in day-to-
day      management by the Managing Director 
and      two full-time  Directors.    There  is      
also provision for Regional Advisory Com-
mittees. Here, Sir, I want to      draw the  
attention  of  the  Minister,  particularly to the 
fact that in the olden days when the banks were 
not nationalised, it was the experience that at 
regional levels and local levels,    the Board had 
Advisory Committees and now, Sir, as it is 
envisaged, the Board is going to meet once in 
three months and the day-to-day management      
is being entrusted to      the     Managing 
Director and two full-time Directors. I do not 
understand the new  set-up of things 
particularly -when the Government and the 
Parliament     desire that a new concept of 
creditworthiness a new typ of risk amd flow of 
money 

into some priority sectors, have to take place. 
Sir, it is not the risk which has to be taken by 
the Managing Committee or the Board, what-
ever it is and I do not understand how the 
Government thinks that a meeting to be held 
every three months will do justice to the vast 
r.umber of applications received from 
different sectors of industries, whether small-
scale sector or farm sector or the organised 
sector. So, it seems that there is a lacuna in 
that and some provision for the Regional 
Advisory Committees be made and that 
concept should be activated to give assistance 
in this connection. 

Then, Sir, about the appointment of two 
whole-time Directors, how is the Government, 
the Ministry of Finance, going to appoint those 
two     full-time Directors   without   
consultation   with the Reserve Bank of India?    
Sir, the two whole-time Directors are to work 
under the Managing Director and that 
Managing Director is not going to be consulted 
about the two Directors to be appointed.    It 
seems to me that it is absolutely a bureaucratic 
approach of  the   Finance  Ministry   as  well  
as the Reserve Bank of India and here also, 
unless the Managing Director is consulted 
about the two Directors to be appointed and his 
opinion is taken in this selection, this will aiso 
be     a step which will not help the smooth 
functioning  of     the     banks.    Then, Sir,  the 
day-to-day administration of the bank is 
managed by the T imaging Director,  two 
Directors and four non-official Directors.    But 
I      think, Sir, if I am right—I do not say exac-
tly,  but I stand to    correction—that these four 
non-official Directors are to be changed every 
year.   If they are to be changed every year, 
what will be the  continuity  of  thought  and  
what will be the continuity of thinking on the 
granting of loans to the    various sectors? 

SHRI Y.  B.  CHAVAN:    To  which part 
are you referring? 



 

SHRI A. G. KULKARNI: I am referring to 
the day-to-day management by the Managing 
Director, two Directors and four non-official 
Directors. 

SHRI Y. B. ^HAVAN: On which page? I 
do net think there is any provision. la there 
any provision that the Director m 1st be 
changed every year? 

SHRI A. O. KULKARNI: Yes, that is what 
I thiak, Sir. I read it. But I will come to hat 
question later. I have very little time and I 
must go. Then, Sir, what I fell is, in all justi-
fication, when f. ut of about 3,000 crores of 
rupee i deposited in the nationalised bar ks a 
major share is given at presenl to the 
organised sector of Industrie and it the 
Government's intention is to give more money 
to the firm sector and small-industry sector or 
the other weaker sector, one can understand 
that. But the present industries—you cannot 
starve them and it will be a folly to starve 
them. Pe rhaps I think the representation t lat 
is given to trade and industry now seems to be 
inadequate in this connection, because their 
contribution tow ards the total production or 
the gross national product is of a very high   
>rder. 

Then, Sir, about the representation to the 
unions, I fully appreciate what Shri Banka Bel 
ary Das at that end said. Some schi me has to 
be evolved wherein the iivolvement of the 
unions and the involvement of the labour 
represen atives is of vital interest. Sir, I h ive 
also my own experience and I have found out 
that wherever, in a co-operative society of 
even a large character, the Director of the co-
operative society selects some representatives 
from the labour, it does not work in respect of 
the labourers and some such difficulty arises 
and I support my colleague on the other side 
v, ho has said that the involvement of the 
labour union3 or the labour representatives 
must be of a vital character and it should not 
be foisted on them by any organisation 

whatsoever. If you are really 4 P.M. making a 
shift, make it a worthwhile shift, because this 
is a longer perspective; it will take time. My 
friend, Shri Banka Behary Das, said that this 
is a very delicate matter. This is a delicate 
nature of industry. This is not an ordinary 
industry. We are dealing with money, crores 
of rupees the credit-worthiness of the parties. 
A very heavy responsibility lies on the 
Director. It will take time. 

Then, Sir, I come to another aspect of the 
problem—about the removal of the Board of 
Directors Sir, I was under the impression that 
the removal of the Board of Directors in any 
scheme anywhere, whether it was a 
commercial bank, a scheduled bank or 
whether it is a cooperative society or any such 
organization, the disqualification clause only 
is the removing clause; it is the only operative 
part. But what here is stated I just do not 
understand. How can any Director be removed 
by any ad hoc decision taken by the Govern-
ment? I understand that the Directors are 
concerned with huge amounts; the depositors' 
money is vital; but the removal of Directors 
can only be after three years. But before three 
years if you are going to remove him, at least 
you must give him the reason, you must give 
him the show cause notice; otherwise it will 
be an unjustifiable act. I think this needs to be 
looked into. 

Then, Sir, I come to another aspect of the 
matter. Shri Banka Behary Das really made a 
very vital point when he said that the 
superintendence or the survey by the Reserve 
Bank of India had to be gone into. On persons 
like me, who are sitting in the decentralised 
places and are connected with a certain kind 
of economic activity, the Reserve Bank has 
acted as a spoke on their development. Thi.-:: 
is what is the experience up to now has 
shown. Sir, it has been rightly pointed out that 
the technical competence of the Reserve Bank 
and the social character of the Reserve Bank 
have 
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to be bifurcated, because what is happening at 
present is i.hat the person who represents the 
Reserve Bank on a particular Bank Board is 
now taking a very legalistic attitude. He says, 
"These are the Government rules; nothing can 
go beyond that". That means that the 
Government have no desire that the money 
should flow into priority channels. Actually, 
Sir, the money is not flowing into the desired 
channels as the Parliament or the Government 
has desired. This is because of the un-
practicable, unpragmatic or lack of vision m 
the representatives of the Reserve Bank of 
India. 

Sir, I will cite one or two instances here. 
During the last twenty-five years we have seen 
how the Reserve Bank of India has been 
working. We have seen about 500 small banks 
being liquidated before the very eyes of the 
Reserve Bank of India. Many of the scheduled 
banks have been liquidated before the very 
eyes of the Reserve Bank of India. If the 
Reserve Bank of India was competent enough 
and had technical surveyors, why did such 
calamities occur? The Bihar Bank is the recent 
example. What happened to the Reserve Bank 
for the last ten years when the Bihar Bank was 
doing business? Ultimately when they came to 
a certain position wherein they cannot meet 
the depositors, that bank was asked to be liqui-
dated or amalgamated. Sir, there is something 
radically wrong for this failure. There is 
something radically wrong with the scheme of 
the Reserve Bank regarding superintendence 
of the scheduled banks. So if you want to have 
any worthwhile scheme, have a worthwhile 
scheme to review and streamline the working 
of the Reserve Bank. I give you another ins-
tance. The Bank of Poona was a Scheduled 
Bank. That was controlled by so many trade 
interests. It was forced by the Reserve Bank to 
merge into another bank. Why? The Reserve 
Bank thought that the Bank of Poona may not 
be able to meet 100 per cent payment back of 
the depositors    and 

they thought this should be merged. If that was 
a fact, the Bank of Poona was merged into 
another Bank and that bank within a period of 
one year paid the shareholders back the every 
and everything was wound up and the bank is 
extinct. That small Scheduled Bank was 
serving some community and was doing nice 
work. So the Reserve Bank is actually failing 
in its duty. I am not an economic Pundit and I 
am only giving some practical difficulties. 
Another difficulty with the Resreve Bank is the 
policy of interest rate. The World Bank made a 
survey of the money market in this country and 
they have forecast that till now the monopolists 
and the big industrialists who controlled the 
Banks had deliberately kept the deposit rates of 
interest down and that is why the money 
lenders in the rural areas and smaller places 
were granting loans to the farmers and the 
weaker sections at 40 per cent interest and 
these industrialists were getting cheaper credit, 
between 6 to 8 per cent interest. That 
deliberate attempt to keep down the interest 
rate has resulted in the deposits of this country 
4o go down from Rs. 14,000 crores to Rs. 
4,000 cro.res. So I draw the attention to this 
aspect. He has evolved a scheme of differential 
rate of interest but that must be commensurate 
with the market operations in this country. The 
Reserve Bank has another social concept. The 
Banking structure requires a coordinated 
effort. I asked the Minister, what is the scheme 
of the Lead Bank. The Lead Bank was 
expected to make area survey and see how 
credit should flow. At that time I was told that 
the Lead Bank might not have gone to the area 
I had in mind. Perhaps the House will agree 
with me because everybody is coming from 
some place. There are some 6 to 3 branches of 
the nationalised banks working and they are 
overlapping their operations and all the 
nationalised banks' branches are overlapping 
the cooperative credit structure. For that I was 
told that a meeting was called by the Finance 
Minister. The overlapping by the nationalised 
banks with the credit structure of the economy 
is also not 
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desired and that   s why I draw     the attention 
of the finance Minister that the Reserve Bank 
requires radical rethinking  partialis rly    
regarding      its technical compete ice.      In its    
pragmatic approach tc wards solving     the day 
to day probleias the Reserve Bank is taking  a  
very      stiff  attitude  and deserves condemn 
ition because credit is being denied to needy 
persons. They say about the dominant 
undertakings and the monopoly undertakings. 
There are the     small    ancillary     industries 
which are getting vork from the     big 
industries, and  th y say, because the big 
industry has got a credit of Rs. one crore and 
abo/e, the small industries cannot get c-edit. It 
is a funny thing. So I had the matter brought to 
the notice of Dr. Hazari, and it took one year to 
solve the problem of the small industrialist .  
The Finance  Minister has presented this 
scheme,   and as the Members a e desiring to 
know actually  the working of the Reserve 
Bank  and of the entire    nationalised banks 
during the last one year, it requires a review in 
the light of what I have mentioned al ove. 
Thank you. 

SHRI A.  D.  MANI:      Mr.      Vice-
Chairman,  Sir,  I   iave tabled  certain 
amendments to the Banking Scheme, and 
while endorsing them and reserving my right 
to m ike comments later on, I would like tc 
take this opportunity to make a few 
observations    on the    nationalisation    
scheme     of the banking structure. Sir, we 
have completed a significant period in the his-
tory of these nationalised banks  and I am 
sorry to say that the scheme under which the 
banls were nationalised by the Governmen   
has not met with unanimous approva   but 
only met with biting comments in every part 
of   the country. There has been a great deal 
of  disappointment  with  the  working of the 
nationalised banks, and one of the staunchest 
critics of the Government, the  'Statesman', 
has made    an allegation that "Rs   701 crores     
have been  advanced  by these  banks,    but 
predictably,   this   turgooning      credit has 
made little impact on agriculture or small-
scale industry. There    could 

be no worse indictment of State ownership than 
that it helps the rich peasant to become richer. 
But this is precisely   what has  happened.  Far  
from eliminating inequalities of wealth, na-
tionalisation  would      appear   only  to have 
entrenched it." These are   very serious  
allegations made against    the nationalisation 
of      banks,  and I  am> sorry  to   say  that   
Government,      in its numerous   
pronouncements on the working of the scheme 
of the nationalised  banks,  has  not      
controverted, even indirectly, the allegation     
made by the 'Statesman'. Sir, as one     who 
knows  something  about  the  working of these  
nationalised      banks—I  was running a 
newspaper on the managerial side some time 
ago—I can     say this that, after the 
nationalisation   of banks, the banks seem to 
have   taken it into their heads to regard 
industry as more or less  an unwanted appur-
tenance of the credit structure.     And their 
concentration has been    largely on agriculture. 
Even in respect of    a standing overdraft credit 
to industrial agencies or industrial enterprises, 
the banks have taken the line that    the credit  
must  have  some      relation  to their deposits.  
This  answer has been given by some of the 
banks when   I talked to them.    They said we 
would like to help A, B, C, but unfortunately 
our credit policies must have relation to our 
deposit policies; since our deposits are falling 
we are not able to help the industry.    Sir,  it is 
a very significant feature of the scheme that 
while industry has been the mainstay of the 
banking structure not only in India but also in 
France and in many parts  of  the  world  no   
provison  has been made in the nationalised 
banking system for industry. Farmers aTe 
given representation very legitimately I would 
say; workers are given representation and that 
too can be easily defended on public grounds 
but what grounds can you advance for exclud-
ing industry for representation.   There has 
been no  mention  whatsoever   of industry in 
the banking structure. The country is not 
against industry; Government may not be in 
favour of industrialists but as far as industry is 
concerned it depends for its financial 
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given by nationalised and other banks and it 
should have been given some representation 
not necessarily by one of its own elected 
representatives. Government would have 
chosen somebody from the industry to 
represent the interests of industry on the 
Boards of these nationalised banks. 

Sir, regarding the nationalised banks it is 
surprising that after advancing Rs. 701 crores, 
Rs. 190 crores have been borrowed by the 
nationalised banks from the Reserve Bank as 
against Rs. 31 crores last year before 
nationalisation. Why has this money been 
borrowed? And at the same time bank deposits 
have fallen from Rs. 645 crores to Rs. 595 
crores. What is happening is that private 
enterprises and concerns are offering higher 
and competitive rates of interest for fixed de-
posits. I can mention the case of the Imperial 
Chemical Industries which accepts deposits at 
the rate of 12 per cent. The Imperial Chemical 
Industries has worldwide ramifications and is 
as good as any nationalised bank from the 
point of view of financial solvency and 
naturally people want to invest their money to 
get a proper return for their savings. This has 
led to a diversion of deposits from the na-
tionalised banks to the unscheduled private 
sector. 

There is another point also about this. In 
regard to the financing of industry what has 
happened is banks are taking up the stand that 
they will finance future expansion but not 
current expenditure. They feel that current ex-
penditure must be met out of the revenues and 
not through overdrafts. When these stringent 
conditions are laid, naturally industry goes to 
other sectors of the economy for help. This 
has also led to a diversion of deposits from the 
banks to private enterprise which accepts 
deposits at competitive rates of interest. 

Sir, I would like to go on and make a  few  
observations  on the  banking 

system after nationalisation. I believe it was 
the Prime Minister who said that it is the 
object of the banking system also to safeguard 
the interests of the depositor by running it at a 
profit. I am not able to quote her exact words 
but this is what she said at that time. The 
Finance Minister must tell us whether the idea 
of running this banking system on a 
nationalised basis is to see that the banks run 
at a loss. After all even these banks must run 
at a profit. This is State enterprise like any 
other public sector; we have spent about Rs. 
75 crores by way of compensation. Is it the 
goal of Government to see that this banking 
structure is run at a loss and should be run at a 
loss? After all the depositors have got the right 
to expect the Government to see that these 
nationalised banks run at a reasonable rate of 
profit, at least 4 per cent or 6 per cent, but we 
do not want the nationalised banks in pursuing 
its object of trying to provide credit to the 
countryside and to the weaker sections of the 
economy should be run at a loss. If you want 
to help the weaker sections of the economy, let 
us make an outright grant to the concerned 
Ministries for helping the weaker sectors of 
the economy. 

SHRI Y. B. CHAVAN: What is your fear?   
I do not understand. 

SHRI A. D. MANI: I only want this. In the 
Unit Trust also you take money but you are 
always proud of telling people that you are 
giving 7 per cent return. We do not want to be 
taxed for the schemes which you are trying to 
push through the nationalised banks which is 
making the nationalised banks run in the red. 
The other day Mr. Morarji Desai, former 
Finance Minister, made the allegation that the 
nationalised banks are run at a loss. 
(Interruptions) I am only saying he made this 
allegation, I am not endorsing his views. 

SHRI Y. B. CHAVAN: I do not know if he 
has said it or if he has not said it but if you   
are repeating 
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that argument, may I ask on     what basis you 
make that statement? 

SHRI A. D. i/TANI: He is the former 
Finance Minister and he made that allegation. 
I am not supporting industry; I am not 
supporting Mr. Morarji Desai. am only saying 
this. Once you take t. ur deposits, you should 
try to run it at a reasonable rate of profit. 

SHRI Y. B. (HAVAN: There is no doubt 
about it. 

SHRI A. D. MANI: I do not want you to 
run it a1 a loss all the time. That is all that I 
want to say. I want you to make pi ofit-
making a reasonable object of the nationalised 
banking system. 

You, Sir, were good enough to refer to the 
policies followed in France by the credit 
institutions. I have stayed for periods of a time 
in France. I do not claim any intimate 
knowledge of the working of French financial 
institutions, but knowing France as I do I can 
say this that the commercial viability of every 
scheme has been the main feature of the test 
applied by the b inking system to any advance 
that the^ have given to the industry. There is 
also the public aspect. When we talk about 
credit policies in France, l»t us remember that 
the atmosphere in France is quite different 
from that in India. We believe in increasing 
the sector being given to the State, vhile in 
France they want the private enterprise also to 
function more or less untrammelled, as it is 
doing at present. Let us not go by French 
parallels. It has also been mentioned by you 
and supported by Mr. Kulkarni th.it there 
should be some rethinking about the policies 
of the Reserve Bank. At the present time there 
is a banking enquiry in progress and I am sure 
that the Banking Enquiry Committee will go 
into the functioning of the Reserve Bank and 
try to offer its observations on the role that it 
has played in stabilising the credit structure in 
this country.   I do 

hope when they make their recommendations, 
they will also try to impress on the 
Government the need for following prudent 
financial policies in regard to the nationalised 
banks, which must continue to work under the 
control of the Reserve Bank. If you want the 
nationalised banks to help the weaker sections 
of the economy, make it a straight grant by the 
concerned Ministry, but financial matters 
should be judged largely on financial grounds. 
I do not want the Reserve Bank's control over 
the nationalised banks to be weakened in any 
manner. 

I would like to go on to another point and 
that is about the differential rates of interest 
and about which the Finance Minister spoke 
the other day. I do not want to be called a 
reactionary and I do not want to be called old-
fashioned   .   ,   . 

THE VICE-CHAIRMAN (SHRI BANKA 
BEHARY DAS): But those who take  more 
time are reactionary. 

SHRI A. D. MANI: I would like to urge on 
the Finance Minister this point of view. 
Differential rate of interest is a matter of high 
State policy. I quite agree, but when you take 
the money of the depositor and make a -
Hfference between the weaker section of the 
society and the stronger section of society, no 
moneylender does it on that basis. Lending 
transactions are on the basis of solvency of the 
person who borrows and on the availability of 
credit at that time with the man. These are the 
considerations that prevail. If you want to help 
an unemployed engineer, give him a grant 
from the Ministry of Labour and Employment, 
but not through the nationalised banks, though 
in putting forward this point of view I know 
that I am running against the current trend of 
opinion, which is very much in favour of the 
Finance Minister. 

There is one more point that I would like to 
mention and that is the Government has now 
taken upon itself the power in another 
Ministry to exercise voting power on the 
share* 
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hypothecated to the banks. I have got some 
figures     and I know that     the shares are 
running to some crores of rupees, but then let us 
remember that these banks are not there in order 
to enable the Government to get control over 
certain sections of industry. They should not 
utilise the banking apparatus to gain control of 
other industries. They     can   do   it   in the 
Ministry of Company  Affairs—I   quite  
agree—but not through the Finance Ministry by 
exercising the power of the banks to vote by 
proxy on the shares hypothecated to them. I feel 
that this will lead to a large number of 
depositors     not approaching the banks for 
their credit requirements  and  it will make  
them go to private and unauthorised    persons. 

I want to speak about my amendments. I 
would like to mention here that I have stated 
that a man must have some knowledge of 
banking. The Directors who are going to be 
appointed should have knowledge of banking. 
Now, I do not want this to be a refuge for 
somebody who has not been found a ticket for 
either the Lok Sabha or Rajya Sabha by the 
Finance Ministry. Any person who wants to be 
a Director must have some competence in 
regard to the matters which he is going to 
consider. I hope that the Finance Minister 
would accept the uoint of view that expertise 
in banking is a necessary qualification for a 
man to be a whole-time Director of a bank and 
it is not for a generalist, any body from the 
ICS or some other service, to be a Director of a 
bank. That would not do. He must have some 
kind of knowledge of the working of the 
banking system. 

The other point is, I am not in favour of the 
point of view put forward by some of oud 
friends here that the workers' representatives 
should be elected. The moment a person is a 
Director in the bank, he should accept the 
position that he is not the delegate of a union, 
but he is a delegate of the whole community   .   
.   . 

That he does not represent only one section 
of the people, namely, the wor- 

kers or those who sent him. into the 
Directorate of the bank. There should be no 
question of any recall of a worker who is 
alleged to have lost the confidence of workers. 
I feel that to insist on the workers' rights in this 
manner would lead to many fetters-being 
placed on the Directorate working in a free and 
unhampered manner. 



217       Re- Modification of       [ 10 DEC. 1970 ]        (Management  and       218 
Nationalised Banks Miscellaneous Provisions) 

Scheme, 1970 

 



219      Re. Modification of      [ RAJYA  SABHA ]      (Management ana     220 
Nationalised Banks Miscellaneous Provisions) 

Scheme, 1970 

 



221       Re- Modification of       [ 10 DEC. 1970 ]        (Management  and       222 
Nationalised Banks Miscellaneous Provisions) 

Scheme, 1970 

 



223      Re. Modification of     [ RAJYA SABHA ]      (Management and      224 
Nationalised Banks Miscellaneous Provisions) 

Scheme, 1970 

 



225       Re- Modification of       [ 10 DEC. 1970 ]        (Management  and       226 
Nationalised Banks Miscellaneous Provisions) 

Scheme, 1970 

 



227      Re. Modification of     [ RAJYA SABHA ]      (Management and      228 
Nationalised Banks Miscellaneous Provisions) 

Scheme, 1970 
the honourable Minister of      Finance that there 
should be representation of the Scheduled Castes 
and    Scheduled Tribes, in the Directorates,     
management   and  regional  consultative  com-
mittees of every nationalised bank he has  not  
cared to  introduce  any  such element into this 
scheme. For labourers and employers there are     
special provisions.   For  Govrenment      officers 
there are specail provisions. For bank employees 
there are special provisions. But for the 20 or 25 
per cent of   the Scheduled Castes and Scheduled   
Tribes there is no provision whatsoever. Do you 
think that in the absence of any specific provision 
for representation of these communities under    
the scheme or in the Act. these people can j   ever 
find a place there. As Home Mi-j   nister Mr.  
Chavan passed very  valu-j   able Acts and orders 
to protect the interests  of the Scheduled Castes    
and Scheduled Tribes in public      services i   and 
in public sector undertakings. And I   now I do not 
know how he    has not :   thought of doing any 
thing for them ;   in this banking scheme perhaps I 
could I   not convince him so far of my anxiety. !  
He should rise up to our expect;; at least now. 
There are to be fourteen persons on the board of 
directors for each nationalised bank, and there   art 
I   fourteen banks.  So you can calculate how many 
directors will be there, 14; 14.    Naturally, should 
there not be a least 20 or 25 per cent representatio 
I   for Scheduled  Castes and    Schedule j   Tribes 
in each of the    banks?      Th I  apart, there are 
managing committee I  do  not  think  anybody  
from   Scb duled  Castes  and  Scheduled      Trib 
would be included in them if there no reservation.   
There are consultati committees also.    Unless the 
honoi able  Minister  kindly  agrees  to  sta up to 
the constitutional    expeetatii and unless he 
promises on the floor this House here     and now      
that would include      provision for      tr 
communities also, I do not think tr will be any      
end to this      prob) everybody knows that we do 
not present    even    2    per    cent    in the 
Government offices or    in    ba Yesterday  I saw  
the communal presentation in some of the Minis* 

SHRI G. A. APPAN (Tamil Nadu): Mr. 
Vice-Chairman, I am one of those who cannot 
stand opposite or in negation of the 
nationalisation of the ban-ing industry. I have 
seen the scheme presented before the House. I 
am only astonished to find that despite my 
humblest and fervent appeals    to 
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which has been presented to me. My heart 
rended. Either keep up to the Constitutional 
limit or tear it or burn it. Do you want us to 
take this to the notice of the United Nations? 
Of course, one Sliri Khobragade, the brother 
of the Deputy Chairman here, has said in 
London that our difficulties and grievances 
should be taken note of. I do rot want to go to 
that extent, unless these people drive us to that 
disgraceful necessity of taking it to them. I do 
not want the Minister or anybody to take in 
unqualified peorls or people who are not equal 
to the task. I say we have plenty of peopl'% 
barristers, lawyers, advocates, enghieers, 
economists and doctors. Do you mean to say 
that you cannot find any of them to fit into the 
bank lirectorate? At least there are a nu nber of 
able parliamentarians and legislators. Some of 
them are Ministers. Do you mean to say that 
there is dearth of people among Scheduhd 
Caste Tribes communities who will be equal 
to any task onerous and respectable? I can 
show 'you any number. I would implore the 
Hon. Minister to take at least some into the 
Directorates and managing committees. Sir, I 
do not like to speak ab :>ut things which have 
been covered by other people. I do not like to 
be a parrot to swallow and vomit what others 
have said. I would like to point 011 only what 
others have not said. Look at the salaries and 
allowances and other perquisites of the 
numeroi;—an army of directors who are the 
favoured few or defeated politician^ or 
communalists who are powerful in some 
communities and in some regions who await 
to swarm these rat ks. These people are going 
10 get in o the boards. Don't you feel that a 
few Scheduled Caste people in the Board of 
Directors will be true to their job that is 
assigned to them? We will be satisfied with 20 
or 30 per cent less paid to offers 
representation. But you give representation to 
big business magnates who are rolling in 
money and who are squandering money 
without knowing the value of money.   By do- 
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ing so, your 'money will go to waste. What 
about the number of meetings of the Board of 
Directors? There •should be at least four 
meetings, you say. What will be the TA and 
DA paid to them? Then two will be full-time 
Directors. Can you not have one for each 
bank? Shri Chavan has some other work and I 
am a poor man. If at least some of niy words 
will impress hivn, I will be happy. 

There is the management committee of ihe 
banks where, also we have no reservation and 
there is no provision fox representation of the 
industrialists, businessmen, exporters, 
importers and co-operatives. The poor 
Scheduled Castes people who produce at least 
80 per cent of the capital wealth and National 
product of the country have no reservation at 
ail. Regarding the interval for meetings of the 
management committees it is 15 d'ays for a 
meeting. We have officers m every bank to 
look up to the affairs of the insiitution. The 
day-to-day bank accounts were closed every 
day in the past. I do not know how it is being 
done after the nationalisation. I have seen 
some of the banks after nationalisation. People 
do not work -here and they do not. have any 
regard for the Managers and senior members 
of the staff. Only the top-level people are 
trying to do all work where urgency is in-
volved... Unless there is discipline, there will 
be a very bad precedent. 

THE VICE-CHAIRMAN (SHRI BANKA 
BEHARY DAS): Is this not a bad precedent? 
You should have finished now. 

SHRI G. A. APPAN: Do you mean to say 
that I am touching on any point that I have 
already covered? Did anybody touch on the 
point about the frequency of the meetings? 
You know. Sir, there is a Tamil proverb: "The 
well will devour the whole plot of land". So 
the salaries and the allowances of this army of 
personnel  on     the  Directorates     and 
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going to eat away the money the depositor's 
money and bank earnings. You know, Sir, you 
can prosper only if the rate of interest is 
reasonable. I know, in 1930, the rate of 
interest in the b'anks was only 2h per cent and 
even in the Post Office Savings Banks it was 
2i per cent and now the bank interest 6 per 
cent to 12 per cent. Mr. Vice-Chairman, Sir, 
how can you tolerate this soaring, and 
baloonistic inflation? This rare of interest 
covers even the international monetary 
position. It is only on 'account of the inflated 
rate of interest, when compared to the rate of 
interest in other countries, that we are faring 
so bad. You Know, Sir, our rate of money in 
circulation has also to keep pace with the 
money in effective circulation not only for 
internal transactions, but also for external 
transactions, export and import transactions 
and we should have a relative value of 
exchange and relative value of interest. 

THE VICE-CHAIRMAN (SHRI BANKA 
BEHARY DAS): Mr. Appan, shall I remind 
you  again? 

SHRI G. A. APPAN: Can't you give me 
two or three minutes more sir? 

THE VICE-CHAIRMAN (SHRI BANKA 
BEHARY DAS: Only two minutes. 

SHRI   G.   A.   APPAN:     If   I have 
uttered  any point,  covered by others 
you  have   a  right  to    ask  me to  sit 
down. 

THE VICE-CHAIRMAN (SHRI BANKA 
BEHARY DAS): That is not  the  point   here. 

SHRI G. A. APPAN: Sir, if I utter any 
point out side the issue you can stop me, or 
else not. But if you want me to sit down, I 
will sit down. If the House does not want to 
hear my points. I am prepared to sit down. 

THE VICE-CHAIRMAN (SHRI BANKA 
BEHARY DAS): Shri Bhu-pesh Gupta. 

SHRI BHUPESH GUPTA (West Bengal): 
Mr. Vice-Chairman, Sir, Mr. Chavan 
indicated to me that I should not. speak. But I 
have to speak. 

Now, the first point I -should like to make 
in l.his connection is that since the 
nationalisation of banks, there h'as not been 
any democratisa-tion of the administration and 
this is a serious lapse which should be consi-
dered by the Government. I think more than a 
year has passed since ihe banks were taken 
over and we cannot justify on any ground that 
radical steps should not have been taken by 
the authorities to democratise the 
administration. In a public sector, if it is not 
run democratically and with the willing co-
operation of the employers and workers, it is 
not likely to produce the desired result and in 
fact, it is likely to come up against all kinds of 
difficulties and put the entire concept of public 
sector into  disrepute. 

You would have noted here that when Mr. 
Dahyabhai Patel talked about the bank 
nationalisa-ion, he exploited the lapses and 
failures on the part of the authorities to 
democratise the administration. Although he 
exploded them, he did not speak for 
improvement and changes in a democratic 
direction. That is the Swatan-tra line. Now, 
Sir, a number of bureaucrats are being shifted 
from the Reserve Bank and sent to the 
nationalised banks as the Custodians or to hold 
posts next to that of the Custodian. Take the 
case of the Bank of India. One Mr. Saxena has 
bean sent from the State Bank in this case to 
become the Custodian of the Bank of India 
and many bank employees do not like such an 
arrangement and such kind of people being 
inducted into ihe nationalised bank from the 
Reserve Bank who do not have direct 
experience of dealing with the clients and 
doing the banking business, as it were, as is 
done by  the  banks.    A  Deputy  Secretary 
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and Treasurer Of the State Bank, Mr. 
Mukherjee, has been appointed as the 
Custodian < f the Allahabad Bank. Again this 
was resented by many-people. 

Then, oi^e Mr R. A. Gul Mohammed, an 
officer of tl e Reserve Bank, has been made 
the next to the Custodian of the Deria B; nk, 
again in a manner 

which  has caused resentment 
5 P.M.   and     suspicion. One     Mr. 

Krishn.i    Iyer—and he seems to be very     rn 
ich  in the limelight— has  been  shifts 1  from    
the    Reserve Bank   of  India   '.o   become  
the    next Custodian    in the Central    Bank    
of India; that is t<   say, the second com-
manding post iii the Central Bank of India has 
been given to Mr. Krishna Iyar.    This  gei 
tleman,   according    to cur information, has  
demoralised the employees   and  the  
administration   as a whole.    Complaints,     
demands and  grievances are   oiling up against 
him. He is trying to handle matters in    a 
bureaucratic manner, so much so one doe;  not  
know  whether  he  is  going to  land   
ultimately  himself   and   also the nationalised 
banks where he has been put in.    Well, that is 
what the employees are ;aying. 

Now, these are matters which surely 
should be ?one into. Are you 
bure&ucratizing banks or are you 
democratizing the banks? That is the main  
question. 

We had one gentleman in London; I forget 
his hoy name.... 

AN HON. MEMBER:    Sami Patel. 

SHRI BHUPE SH GUPTA: Yes, who was 
arrested in London. He is the product of the 
private sector; he was not brought by 
somebody from the sky. Sami Patel is the 
progeny of the banking system under the 
control of the monopolists and capitalists. 
Now, Sami Pat* Is. big and small, of various 
sizes, are still entrenched at various levels in 
various places even after the nationalisation 
of banks, in the nationalised sector of our 
economy, and certainly in banks also. Now, 

I do not know how you are going to deal wivh  
these people. 

I find again that    people who had been  closely  
associated  or  connected, directly   or  
indirectly,     with  the  big business  people,     
when  banks    were nationalised,  are  being  
given  prominence in the banking system in    
the nationalised sector on account of the so-
called expemse on their part.    We have to find    
out    better    people.    I he'ar   my  hon.   
friend,     Shri   Chavan, speak   of  the   policy   
of   commitment. And  Mr.   Dharia   always   
echos    Mr. Chavan's slogan.    That's why he 
repeats many times that we must have a sense of 
commitment.    If you want to have a policy of 
commitment, then do you  think  that  such a 
policy  can ever  be implemented  by  people 
who have grown up in the cradles of the big  
business  people  and monopolists, who ana  
averse to  the  public  sector and to the working 
class people, who have built up connections 
with monopolists and capitalists in various 
ways, and who advocate a system of monopoly 
and capitalism in    our country? Can such men 
ever be entrusted with the   stewardship    of  the   
nationalized hanks,  much less  ag  the  captains  
of the nationalized banks? 

Now, therefore, the Board of Directors is a 
very important consideration in  this  
connection,  and  it  should be predominantly     
composed     of people who  are genuinely 
committed to the public sector, who are 
sympathetic in their attitude towards    the 
working-class,  who  believe  in    
democratizing the institutions in place of 
bureaucra-tizing the     institution. 
Unfortunately, such steps are not being taken 
by the Government     in      our      
nationalized banks.    Hence, Sir, my criticism 
goes on  this  score     to     the  Government. 
The bureaucrats are not even experienced.    
There is a need for bureaucrats    to  be 
experienced,  whereas  it is not so in the case 
of banking institutions.    Some of them have 
worked in   other  fields   and   are  not   
experienced at all... 
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THE VICE-CHAIRMAN (SHRI BANKA 
BEHARY DAS): It is already 10 minutes. 

SHRI BHUPESH GUPTA: Yes. It is 
already ten minutes. I am finishing. I am 
iollowing you when you spoke! 

The attitude of the management towards the 
employees is a matter    °* crucial impor.ance.   
And, I thmii, unless  this  is  particularly     
reorganized and  re-shaped,    there    would be    
no good industrial relations in our banking    
system.    With     regard    to    the policy of 
advance I should like to say one  or  two  
words.      The  poiicy    oi assistance to the 
agriculturist is,  the Reserve Bank has fixed a 
quota these days to each  bank which  gives    
advances to the 'agriculturists.    Corruption  
comes  in  here.    We  are  getting reports  ihat  
the  middlemen     appear for  negotiating     
these    loans  in  the name of agriculturists or 
for agriculturists.    You     will    be   surprised  
to hear—and I make the allegation with some 
knowledge—that    these middlemen tell the 
agriculturists:   'You buy the pumping set from 
this and    that concern, we shall help you in 
getting the  money  from  the  bank".    This  is 
the system of corruption    developing and   it   
shows   that   these   middlemen have no*  
links with the management in the bank and 
they are trying    to utilise their connections in 
order    to secure loans foj- the agriculturists 
and also  patronise    certain   chosen  firms. 
These firms concern themselves   with 
pumping  sets.    They    are  connected with  
the management  and the whole thing is 
manipulated that the equipment for which the 
loans are    given come from some    favoured 
ndustrialists and other concerns with    which 
the management of a particular bank In a 
particular    locality   are    linked. It is 'a 
serious thing and Mr. Chavan should look into 
this allegation.   They are    now    multiplying.    
They    were trickles in the past and now they 
are multiplying and corruption is developing.    
That should be gone into.    The 

|  big business continue to have its influence 
and pie in    the   finger    even after the 
nationalisation through various     agencies     
and     through     the bureaucrats.   With regard 
to the em-1   ployees,  I  would    say    that the  
em-;   pioyees  should be represented  at  all 
level—in the Board of Directors—sug-
guestions  have    been    made—in    the j  
Regional    Boards,    in    the    Regional 
Committees, in the Management Com-I   
mittees 'and they should be consulted at every    
level,    in formulating    the policy of banking 
so that their advice is collectively taken with a 
view    to have  an  integrated    banking    
policy or  on  the  policy  of  our  nationalised 
banks  which  is  missing  to-day.    We are 
living from hand to mouth, acting on the spur 
of the moment. We do not have  a  thoroughly  
integrated  policy, a  credit  policy biassed  
definitely    in favour of the agriculturists and 
small men and against the monopolists.   We 
have     nationalised   the   banks     for striking  
blows  against    concentration of wealth and 
economic power 'and for |  helping the public 
sector, helping the j   peasant,  helping the 
small   business-'   man and the traders and 
small-scale j   industries etc.   How this is 
done, we do  not  know  but  there  is   a   
feeling in the country that this is not being 
done in the way it should have been. Now 
there are 22  banks  under    the nationalised 
sector—the    State    Bank and its 7    
subsidiaries    and    the    14 nationalised 
banks.    In the State sector they handle 85 per  
cent  of    the total banking business.    12 per 
cent is handled by foreign    banks.    Only    3 
per  cent  is  by  the  nationalised  private 
banks.      Such    is the    position. Therefore    
it is    very    important    to know how    the    
nationalised    banks carry on the    banking    
business,    in whose favour, with what social 
perspective,   with   what   economic   objec-
tive, to do what and not to do what. That is 
very important.   Unfortunately there is no 
clear policy with regard to this matter.   You 
will be surprised to    know    things.    The    
nationalised banks are spending a lot on 
advertising.    We should be thinking in terms 
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of ultimate merger of the banks and 
amalgamation of the banks.   Ultimately it has 
to be done.   I am not saying you can do it tc -
day but some day it will have to be done in 
order to economise and better organise the 
banking activities in the country.    To-day we 
are running at cross purposes, on parallel lines 
in a given area and that leads to a lot o    
expenditure like in wastage on advertisements, 
etc. I think a time will came    when    we 
should have that perspective of doing this in an 
integrated manner.   Sir, the banks have started 
giving credits to the primary    agricultu al    
credit     societies. There is another point.    The 
primary agricultural  credit  societies  are    
now being given advances by the nationalised  
banks,  with  the result that    in some places    
the    co-operatives   'are facing      difficulties.     
Now   we   should not function  in  the matter  
of credit in such a manner that the co-opera-
tives suffer.    Nov in Andhra Pradesh, in  eight 
districts  I am  told,  300 employees      in   the   
co-operative   banks have  been  discharged  as  
a result  of competition     from     the     
nationalised banks.    I Want the co-operatives    
to run    their    bush ess,     and    also    the 
nationalised  ban! B.    There  should  be better   
understanding   and   co-ordination of work 
between the two so that the co-operative   ector 
is not weakened, so that the employees in the 
cooperative   banks   are  not  thrown     in the 
streets, as hi s been done in    the case   of   
Andhra   Pradesh.     That   aspect  should  also  
be  taken   into    account.    TherefoT<   I have 
made some suggestions.    There are very 
concrete suggestions.    Gre.it    enthusiasm    
was aroused last yeai   in July.    After the 
removal   of   Mr.   Morarji   Desai,     the 
enemy of public  sector ar)d the friend of 
monopoly capital   when the b'anks were  
nationalised,   the   country    was very happy 
that a grand step of that kind had been ta*«m.    
AM the political situation improved.   The 
morale of the country wen- high  and,  as    you 
know, masses demonstrated in support of the 
act of nationalisation. But others in  the  
reactionary      camp     screech- 

ed   against  the     Government.   Great 
enthusiasm and hopes were    aroused at that 
time    but,  Sir,    we find,    as a result of the 
maladministration by the      authorities    in    
charge    of    the nationalised banks, on 
account of the absence of a democratic policy 
of administration in the banks, on account of  
the  absence  of  a  well  integrated and  a  well   
directed  policy,   a  credit policy, a democratic 
credit policy, the enthusiasm  has  virtually  
disappeared, and the people have begun to 
question   even   the   act   of   nationalisation, 
and they  are being inspired and encouraged  
by   the   reactionary   people, by the 
reactionary parties—the Syndicate, the Jan 
Sangh and the Swatan-tra  Parties.    They     
are  giving them material to protest against 
nationalisation.    So they    want to throw   the 
baby with the bath water.   We do not stand  
for  such things. 

We certainly want to throw away the dirty 
bath water but we want to nurse the baby into 
good health. That is our approach in this 
connection. That is why. Sir, we are making 
this suggestion. I would urge Mr. Chavan to 
seek the co-operation of the bank employees. 
Many suggestions we have made in our 
amendments. And with their co-operation and 
that of the public you can certainly make bank 
nationalisation a great success, not only in an 
economic and social sense, but also in a broad 
national sense. But for that you require 
courage, you require vision, you require a 
policy direction, you require personnel com-
mitted to the task of nationalisation and the 
assignment you have given to the nationalised 
banks. 

THE VICE-CHAIRMAN (SHRI BANKA 
BEHARY DAS): Do you want to speak, Mr. 
Bhandari? Then I request you not to take 
more than five minutes. 
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SHRI BHUPESH GUPTA: No, No. On a 
point of personal explanation. I referred to 
small men. The big monopolists may get also 
but preference should be given to the small 
men. It should be given to one and all, I said. 



 

THE       VICE-CHAIRMAN      (SHRI   I 
BANKA BEHARY DAS): Mr. Chatter-jee, 
you are the last speaker and you try to keep to 
the time. 

SHRi A. F. CHATTERJEE (West 
Bengal): Mr. Vice-Chairman, Sir, I am 
grateful to you for giving me this 
opportunity. ] shall not take much time. 

Sir, I have :ooked at this    scheme of 
management and I have found only a  very  big 
pa: agraph,  namely, paragraph 3, about the 
constitution of the Board of Management.   
Most   of   the criticisms        ii ve        been      
levelled as      far      as    i,he      constitution      
of the Board is concerned,   i have found —my 
calculation of the number may be a little mora 
or a little less—from a calculation oi the 
Directors who are to constitute th.; Board that 
there will be in all about   5.   Out of these 
fifteen we find that workmen are getting only 
one Director and those who are    not workmen 
but who are employees will get another Di-
ector.    These will be the only two    Directors 
who   will "be coming from the employees, 
two out of fifteen.   Not merely that; I may 
also point out to yoi  that as far as clauses (d),   
(e),   (f)  a:id   (g)   are concerned, clause (d) 
for example says that there will be a Direc;or 
who will represent the interests of depositors.   
Now, you can easily understand that the 
person who will come to represent the interest 
of deposito s will be a big businessman.    Mr. 
Chavan, the hon. Finance Minister, may say it 
may not be so, but you can easily visualise      
and imagine that to be so and that must be so 
because i mall depositors naturally will not he 
allowed to send their representative.    After 
all, it is not    a question of elec ion.    It is one 
Director who, in the opinion of the Central 
Government, is competent to represent the 
interests of depositors.    Naturally the person 
will be some big businessman.   As far as 
clause (d) is concerned, the Director will be a 
big businessman.    As far as  (e) is concerned,    
I find that these three Directors will be 
appointed by the Central Government to 
represent the interests of farmers, 

workers and artisans. Apart from the fact 
whether tius Government will be pro-worker 
or pro-farmer or pro-artisan, knowing the 
Government as we do, knowing how the 
bureaucracy works in this Government and 
knowing how the Ministers often feel helpless 
before the onslaught of the bureaucrats, I can 
easily imagine that these three Directors, who 
will represent the so-called interests of 
farmers, workers and artisans, will only help 
the vested interests. That is the only interest 
they will represent. Clause (f) sa'ys, not more 
than five Directors, having special knowledge 
or practical experience in respect of banking 
matters. Now, Sir, as far as banking is 
concerned, when you were here, you were 
saying that banking is a delicate matter. Now, 
this delicate matter will require a delicate 
palate a delicate intellect also. Naturally when 
a workman comes forward, he will not have 
that delicate intellect. As far as these Directors 
are concerned, they will serve the interests of 
big business. As far as the five Directors with 
special knowledge or practical experience are 
concerned, they are bound to be those 
Directors who have got special knowledge or 
practical experience in giving loans and 
advances to and accommodating the big 
business people. So, those five also you can 
easily imagine whom they will represent. 

As far as clause (g) is concerned, he is an 
official of the Reserve Bank to be appointed 
by the Central Government on the 
recommendation of the Reserve Bank. 
Knowing well how the Reserve Bank has 
been function-in g, deficit financing and 
giving loans to persons who do not require 
loans and -.-fusing loans to persons who re-
quire loans, we can easily imagine it. 
Therefore, out of 15, nine will be persons who 
will represent vested interests. It does not end 
there. Look at the Management Committee. 
Actually the Board will not meet often. It will 
meet as and when it is required to meet. That 
also has got a procedure as to when the Board 
will meet and wh?~ the Board will not meet. 
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The main functioning will be the Management 
Committee. Look at the Management 
Committee.   The Government has now come 
forward with a   scheme saying that they are 
taking at    least one workers' representative or      
one employees'     representative.    Looking at 
the Management Committee,    who will 
reall'y     manage the Management 
Committee?    It says the Management 
Committee shall consist of the Chairman, the 
Managing Director, the Directors appointed  
under    sub-clause  (g) and  (h)  of clause 3.    
There are five Directors  having     special  
knowledge or   special     experience.     I   am   
quite sure   that      the      special  experience 
Directors  will  not  change  their    so-called 
special experience unless there is a cultural 
revolution  in the country.    They  always    
have   experience as to how to give 
accommodation   to the  vested  interests only.    
So,    who will      manage  it?    The  
management will be done by the Chairman,      
the Managing Director, the Directors ap-
pointed under sub-clause (g) and (h) of clause 
3.    This    will be the Management   
Committee.    Now,   Sir,       I have no time 
left with. 

SHRI Y. B. CHAVAN: You please read 
further where it is said four other Directors 
nominated by the 'Central Government. 

SHRI AKBAR ALI KHAN: He forgets 
conveniently. 

SHRI A. P. CHATTERJEE; I am reading 
it: The Management Committee shall consist 
of the Chairman, the Managing Director, the 
Directors appointed under sub-clause (g) and 
(h) of clause 3 and not more than four other 
Directors nominated by the Central 
Government after consultation with the 
Reserve Bank. Well, I am quite sure that 
these persons who will be nominated by the 
Central Government will not be the blue-
coloured worker, who will be the 
representative of the workers on it.    I am 
quite sure about that. 

SHRI Y. B. CHAVAN: Ail 0f them I   are 
to be nominated out of the other Directors. . 

SHRI A. P. CHATTERJEE: That is true. 

SHRI Y. B. CHAVAN: . . .who are 
representatives of workers, farmers and 
artisans. 

SHRI A. P. CHATTERJEE: They are not 
elected, but they are nominated  by  the  
Central  Government. 

SHRI Y. B. CHAVAN: All the Directors  
are  essentially elected. 

SHRI A. P. CHATTERJEE: That 
makes        the      situation
 wors
e. 

Most   of    the Directors are nominated.    
Secondly,      again,   the  Management 
Committee is staffed with person who  are 
either  the  Chairman,      the Managing   
Director   or   the   Directors appointed  under  
sub-clauses   (g)   and (h),  and  four  other  
Directors  nominated by the Government.   
Even supposing for the sake of argument that 
these four other Directors are    there and are 
acting as workers' representatives, even then 
they will be in    a minority.    The  Chairman,  
the    Managing Director, and the Directors ap-
pointed  under      sub-clauses   (g)   and (h). 
they come to 8; out of 12, 8 will be  those  
persons  who  will  certain ly work for the 
vested interests, for the big business, who will 
act against the interests   of   the      small     
depositors, small people.       They will  be  
acting for vested interests.    I have seen the 
amendments   also       given  by      Shri Banka 
Behary Das and also by other hon.  Members of 
this House.    But I am quite sure that      as far 
as    this scheme of management is concerned, 
this scheme of management has been schemed,  
framed,  planned  and originated in order to 
maintain the status quo, in order to maintain the 
way in which the banking business was being 
conducted, in order to maintain    the old 
tradition of helping only the big businessmen,   
the      millionaires   and the big     bourgeois.    
As far as    the scheme of management is 
concerned, 
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there is nothing to be said in its favour. By 
merely talking of taking workers' 
representatives I think that the scheme of 
management is insulting the intelligence of 
the employees or the workers in the banks. 

THE MINISTER OF FINANCE (SHRI Y. 
B. C.4AVAN); Sir, I am very glad that we got 
this opportunity to discuss the scheme under 
the Banking compa lies Act and also at the 
same time the different aspects of the working 
of the nationalised banks themselves. Tc take 
first the criticism that was voiced by Shri 
Bhupesh Gupta, he askeo whether there is any 
democratisation of the nationalised banks. 
This vc :'y scheme is evidence •of what 
democi atisation we want to achieve, in wha 
direction we want to do it, the exttnt of 
democratisation that we have undertaken. 
Because the first feature to be seen to assess 
democratisation of any authority is how does 
the ligest executive, the highest body 
functions. And the highest body in a tank, as a 
matter of fact the most powerful body which 
takes decisions >n policy is the Board of 
Directors. This scheme concerns only with the 
composition, the constitution and other 
procedural matters about the Boarc and other 
bodies. It would not be c meet to say that we 
are not taking my steps towards de-
mocratisation. The very birth of the idea of 
nationa isation was with a view to 
democratise the functioning of the banks in 
addition to having radical changes in the 
policies, social and other economic policies of 
our credit machiner' . 

SHRI BHUPISH GUPTA: When people 
want in elected Assembly, you are offerin t 
them a Viceroy's Council. 

SHRI Y. B. CHAVAN: We are not talking 
about Assembly. We are talking about banks. 
Let us forget all these things. The most 
discussed topic of todayV debate was about 
the method of nominating the representatives 
of some of the categories which are ment 
oned in the Act itself, 

particularly about the representation to the 
employees, workers, depositors, farmers, 
artisans, etc. The plea is made by some 
Members—and there are some very important 
Members, I cannot underestimate their 
criticism in this matter—that instead of giving 
this opportunity to merely some of the 
persons on the panels prepared by the 
recognised unions, right should be given for 
every member of a union to use the secret 
ballot to elect a representative. The idea 
seems very attractive in the beginning when 
one hears about it. But we must know exactly 
what we are talking about. The functioning of 
the nationalised banks is spread all over the 
country. If we undertake such an election, it 
will be a national operation. Then again in 
order to carry out an election of this type—I 
am just trying to see how really if we go 
along this line if we proceed further—there 
will have to be a completely independent, 
impartial election machinery to conduct the 
whole thing. 

Then, once you allow election, certainly 
there will be objections about nominations 
and candidature and certainly some sort of 
objections after the elections. And I think 
there will be no opportunity for the 
functioning of any bank. We will be 
completely lost in these paraphernalia and 
procedural matters. Here it is not a question 
of giving any representation to an individual 
worker. What we have accepted here for the 
purpose is representation of the workers, 
employees, as a class. Their point of view has 
to be represented. At the present moment 
therefore even the trade union movement is 
functioning through the idea of the 
representative of the union. Even for their 
own trade union purposes they have not been 
able to find any other alternative. When this 
accepted formulae has been made use of for 
giving them representation in the very 
important, delicate machinery of bank, I do 
not think any other course can be undertaken. 
If we resort to secret balloting, etc. 
unfortunately the whole issue will be 
politicalised.   You know 



 

[Shri Y. B. Chavan.] 
that once it is politicalised, then it 
will be factionalised and then it will 
be completely demoralised. So, it is 
much better that we accept this 
medium of representative union 
1 gh which alone    We can achieve 

bjective. 

Some Members, particularly Mr. Banka 
Behai'y Das, made a point as to why we are 
prescribing a limit of 15 per cent of members 
for union to be representative? I tried to 
explain at that time that 15 per cent is the 
minimum. He said, well, there may be 
industries where there is no 15 per cent even 
in the membership of the unions. I do not 
think any industry is in that poor condition. 
But at least we are here talking about the 
banking industry. That is the relevant industry 
today. And I am sure that everybody would 
admit that the industry of banking is very well 
represented in the trade union movement. 
There is no doubt of membership as far as that 
industry is concerned. The difficulty is, not 
only is there no dearth of trade union 
movement but there is no dearth of trade 
unions also in that. That is another difficulty. 
There is such a multiplicity of unions. 
Therefore, it is very difficult to exactly lay 
down the percentage through which it can be 
worked. Therefore, this was one of the very 
tough problems when we prepared the 
scheme. I discussed the problem with some of 
the experienced labour workers and also with 
the Labour Ministry, with people who have 
some experience of these matters. Myself and 
my colleagues, we went into this matter, and 
we found that this is the only way whereby 
we could secure the representation of the 
workers and the employees in the banks so 
that the functioning of the democratic setup of 
the banks can go on very well. 

SHRI BHUPESH GUPTA; Did you get 
suggestions from the Federation of Bank 
Employees? 

SHRI Y. B. CHAVAN: Then again, in this 
matter, we have to learn from our experience. 
I have not taken the position that everything 
that we are doing is the last word in this 
matter. This is not the only scheme that can 
be brought before the House. There can be 
certain modifications to this scheme; there 
can be some other scheme also that can be 
considered as We grow with experience in 
this new direction. I think we will have to 
learn from our own experience also and see 
how it functions. 

Now, Sir, there are different amendments 
moved by many Members. But I would 
certainly like to meet some of the other points 
that were raised by some of the Members. One 
point that was raised by Shri Banka Behary 
Das was about the position of the Reserve 
Bank in the banking system as such. He has 
raised a very important point. I really wanted 
to ask what he had to suggest. He made a 
suggestion on the pattern of the French 
banking system so that there shall be some 
sort of a technical surveillance board apart 
from the Reserve Bank. Well, Sir, I cannot 
say that I know much about the working of 
the surveillance board there; possibly, the 
condition in France can be quite different 
from India. But actually we also have to learn 
from our own experience in this matter. What 
is the role of the Reserve Bank? Whether it is 
undersized or over-sized is a matter of further 
administrative examination. But the function 
of the Reserve Bank is that of the Central 
banking authority in the country. It is a bank 
of the bankers. It is a banker for the bankers, 
as a matter of fact. So, naturally, it does not 
advise only the nationalised banks, it also 
advises the other banks, including the foreign 
banks, about the general position of {money 
supply, the credit facilities and other 
important economic factors which have to be 
taken into consideration when one runs the 
bank. In those matters, it certainly advises the 
Government also because it is      tne 
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technical adviser of the Government in 
certain monetary and fiscal matters and 
policies Therefore, I personally think that the 
role of the Reserve Bank continues to be the 
same as it was before. There is no question of 
weal ening the Reserve Bank in this natter. At 
the same time there is no question of creating 
something rival against the Reserve Bank in 
the whole system of our things. 

SHRl A. P. CHATTERJEE: You mean 
giving them. . , 

SHRI Y. B. CHAVAN: If it means giving 
them mort powers if they want, naturally t ley 
will also have to think in terms of being 
effective. Certainly, this is I matter to be con-
sidered. I quite ;igree that at the present 
moment the hands of the Reserve Bank are 
full because of many other activities. But that 
is a different matter. But I do not think we 
have reached a stage in this country we have 
to have »me other parallel body to look after 
this economic and technical aspect of the 
nationalised banks. 

SHRI A. P. CHVTTERJEE: Mr. Finance 
Minister, s it not going to be old wine in a 
new bottle in every respect? 

SHRI Y. B. CHAVAN: It will not be wine 
at all. That is one thing that you should know. 
We are Ganga's water. Wc are not going to be 
wine. We are ertainly the same people, the 
same country. But certainly we are fired by 
new ideas, new ideologies, and we are trying 
to go in a direction. ti ying to see new 
horizons which, I Am afraid, you have lost 
because of your clinging to old horizons, what 
/ou see in certain text-books. Certainly, I am 
trying to see new horizons, as the preamble of 
the Nationalised Banks Act itself says. . . 

SHRI BHUPESH GUPTA: Mr. Chavan, 
some peop'e think you are fired  by new  
ideas.    Others       think 

that having been fired you are misfiring 
sometimes. 

SHRI Y. B. CHAVAN: As long as you are 
not coming on the firing line you can think 
so. 

SHRI A. P. CHATTERJEE: Is that a fact 
or an apprehension? 

SHRI Y B. CHAVAN: That is a matter 
between you two. 

About the Reserve Bank I said that it is not 
necessary at the present moment to do 
anything about it. 

Coming  back  to  the  scheme itself, some 
hon'ble  Members made  a  suggestion that 
nobody should be allowed to continue as a 
member after two terms,   i do not think we 
should immediately rush to this conclusion    at 
this   stage   because   we   are   allowing for 
the first    time new categories   to become 
participants    in the management  of  the  
barfks.    We    must  also allow some sort of 
expertise to develop in these sectors also.   
There may be good trade union workers.    
There may be good      employers  also.    But 
when they sit on the Board of Directors—my 
conception of the representation   is   that   they  
not  merely   look to the interest of the 
employees but— sit as the directors of the 
nationalised     banks,     and  take  a  little  
wider view of the whole matter.   They will 
have to take a natural     view of the banks.    
They      cannot merely       say that after the 
nationalisation of hanks the only interest to be 
protected    is that  of  the     employees  and 
nothing else.    I think in that case the whole 
question will be misunderstood. And, 
therefore, as he very rightly made an appeal to 
me—which I am, certainly, prepared to 
respond to—that we must have a new vision.   
I might say that Parliament   is   taking   this   
important step  today giving the right to      the 
representatives  of  employees   to    be on the 
Board of Directors so that they also  get that  
new vision.    Ultimately, we have to make a 
success of this new   system   that  we   have   
accepted 
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because there are critics of the nationalised 
banks who have already started making 
complaints that the banks are in a loss and 
that the economy is in danger only because 
banks have been nationalised. Even if it is a 
sort of bureaucratisation they also will have a 
new responsibility. I am sure my hon'ble 
friend, Shri Bhupesh Gupta, will give me co-
operation in working out this new orientation 
in the thinking of the employees. 

SHRI BHUPESH GUPTA: You are being 
very unfair. You say this for all the co-
operation they have given to you. 

SHRI Y. B. CHAVAN: Whatever you 
have given, thanks for it. 

SHRI BHUPESH GUPTA; How about the 
saboteurs in the Board coming from those 
quarters? 

SHRi Y. B. CHAVAN: We will take full 
care that there will be no saboteurs there. 
There is no worry about that matter. The 
general criticism of Mr. Dahyabhai V. Patel, I 
took it for granted, was that there is cor-
ruption, that there is bureaucratisation. Sir, 
everything that comes in a new way they 
always think it to be wrong. I can assure 'you, 
Sir, that there is no question of any bureau-
cratisation as such. Naturally there will be 
more officers, there will be more employees 
because at the present moment we are 
extending the infrastructure to meet the new 
responsibility that we have undertaken 
because of nationalisation. What were the 
twin purposes of nationalisation to begin 
with? To change our policy of credit and 
reach the neglected sectors of the economy. In 
order to do that, we will have to reach new 
areas, "unbanked" areas, as they call it. 
Therefore, were trying to reach them. 
Naturally we will have to expand. So, this is a 
new infra-structure that we are     creating     
by     having     a new 

credit policy. But it takes time., considering 
the size of country and the problems that we 
are facing. Even then I must say that in the 
course of the last 15 or 16 months since the 
nationalisation of banks, there is a sizable 
shange in their working in the sense that a 
large number of branches have been opened in 
new areas. That was the very point of 
criticism by Mr. Dahyabhai Patel. He said, 
"You have opened new branches. But where 
are the people?" But that is precisely why we 
have expanded. But if we open a new branch 
and immediately the next day ask "What is the 
number of applications, how much deposits 
you have collected?", it means that we do not 
know our own country. It is a beginning that 
we are making. So, it is very reasonable to 
give some time before we make an evaluation 
of the working and of what has to be done. In 
the course of replies to many questions raised 
in the House. we have certainly indicated the 
new changes that we have introduced in the 
field of credit, the new accounts that have 
been opened, the deposits mobilised and so 
on. The deposit mobilisation was rather stuck 
in the beginning. But I can assure hon. 
Members that the deposit mobilisation 
movement is now gathering momentum. So, 
these are the new directions in which we are 
trying to move. Merely saying that there is 
bureaucratisation  will  not be right. 

The hon. Member, Shri Bhupesh Gupta, 
mentioned certain names. At the top level, we 
have to find some experienced people. In 
these nationalised banks, we cannot take in an 
eminent person merely because he is an 
eminent person. That really speaking, would 
be failing the country. 

SHRI BHUPESH GUPTA: I have not 
suggested, Mr. Chavan, that Sinl-mati 
Tarkeshwari Sinha should be made Chairman 
of a bank. 

SHRI Y. B. CHAVAN: I believe you are 
also good, but I cannot appoint you as a 
Custodian.   That is my 
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difficulty. I cannot afford to take that risk. 
We have to select experienced people. Then, 
he mentioned the case of the present 
Custodian ol the Bank of India, Mr. Saxena. 
He mentioned  othc r names  also. 

SHRI BHUPKSH GUPTA: I specifically 
mentioned Mr. Krishna Iyer, the villain of me 
piece. 

SHRI Y. B. CHAVAN: He also mentioned 
San i Patel. Mr. Krishna Iyer went to tl.e 
Central Bank as a special officer to look into 
the question of misapp; opriations, etc. in the 
London Branch That is how, really speaking, 
he as a senior man went there. He has been 
specially sent there, because at the time this 
matter was raised, the House desired that we 
should appoint somebody from outside the 
bank so that he could go into the matter. It 
was because of this that Mr. Krishna Iyer was 
first ol all sent as a representative of the 
Reserve Bank asid he is continuing to 
function there. What his status is in the bank 
is ar internal matter, that I will have to look 
into. 

SHRI BHUPE3H GUPTA: I have told 
you. 

SHRI  Y.   B.   CHAVAN: I    will 
certainly look into it, but ultimately it is a 
matter for the board of directors of that bat k. 
I cannot dictate decisions from nere. But I 
quite agree with the joint he has made that the 
employees and officers of that bank must be 
treated well and they must have a feeling of 
participation. If this i.^ the point that he is 
making, then I a i one with him. So, there is 
no question of victimising anybody, etc. A 
present, the people who have got some 
experience of a large-scale bank with a 
national outlook are the St;.te Bank people. 
Therefore, we thought it was necessary to find 
people from them. But it is not the policy to 
continue to do the same thing. Ultimately 
what matters is not from where the man 
comes, but what his capacity is to give lea-
dership to the bank and to achive the 

objectives which we give to him. So,. this is 
my only point about it. 

Now, if we go to the individual sug 
gestions made by hon. Members, I 
should first of all say that there are 
some good suggestions. But I would, 
plead with the Hon. Members not to 
insist on my accopting any amend 
ment at this stage. This is one com 
plete scheme and let us see how it 
functions. I would plead with them 
not to press for any change in the 
scheme  as  it  exists  now.    I can 
certainly give my comments on every 
amendment, but I do not think it is necessary 
to do it. 

SHRI BUPESH GUPTA: we suggested 
many times that you should give loans at a 
lower rate of interest to the small men. There 
should be some preferential system. 

SHRI   Y.   B.   CHAVAN: Imme- 
diately after I took over, I had a very 
detailed discussion with the Custo 
dians of the banks. I raised the 
question myself that at least as far 
as the small people are concerned, 
there is necessity of a preferential 
rate of interest. But naturally there 
is another view point also. As far as 
borrowers are concerned, it is not a 
matter of interest alone. It is the 
availability of credit that matters. 
That is another point. That also has 
to be taken into account. That is also- 
very important. Even then I do not 
want to give up the idea of prefer- 
rential rote of interest. I would say, 
let us see whether we can make the 
credit available and at the same time 
whether we can have some considera 
tion for the smaller people in this 
direction. Therefore, a study group 
has been appointed by the Reserve 
Bank and        every        week      I 
am expecting       its report. 
I hope I will get its report. Do not suppose 
that we have lost sight of this aspect of the 
problem. Now I do not want to go into the de-
tails of the question. I would only pleased that 
the House should be glad enough to accept 
the scheme as it is so that we can take the 
next step of installing  these   boards,  these  
demo- 
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cratically-oriented boards. These new boards 
will function there and then the House will 
have a greater right to expect more arduous 
duties from them. 

SHRI   BHUPESH   GUPTA: Mr. 
Chavan, just one request before you sit down. 
I think we should be supplied with a list of 
people in high positions who have had fast 
connections with big business people and 
who  come  from those  sources. 

SHRI Y. B. CHAVAN: Well, I cannot give 
such information because it is a very 
confidential information kept with the bank. I 
am sorry I will not be able to give it. 

SHRI K. P. MALLIKARJUNUDU: What 
about more representation for farmers? 

SHRI Y. B. CflAVAN: I missed one point 
and I must make a reference to it. The 
honourable Member made a reference about 
representation to Harijans and Scheduled 
Castes and Scheduled Tribes. I think it is a 
good sentiment. That I can understand. But in 
the Act that we have, in the nature of things, it 
is very difficult to provide for any reservation. 
And once we start providing reservations, it 
will be very difficult to work It out. However, 
I have taken note of what he said. I quite see 
that in these things naturally able, experi-
enced, people from those classes also should 
have their place. 

SHRI G. A. APPAN: At least 15 per cent 
to start with. 

MR. DEPUTY CHAIRMAN: I think Wc 
have had a very good discussion. And in view 
of the observations of the honourable Finance 
Minister. I would like to know whether the 
honourable Members are still pressing their 
motions... 

SHRI BANKA BEHARY DAS: Mr. 
Deputy Chairman, as movers of the motions 
though we have a right to speak, yet I will not 
take more than 

two minutes. Some of the amendments are 
common .and some of the amendments are 
separate. I will not go to the other aspects of 
what the Minister said. .. 

MR. DEPUTY CHAIRMAN: These are 
not amendments. These are motions   for   
amendments. 

SHRI BANKA BEHARY DAS: A1J right,   
motion   IOT   modifications... 

SHRI BHUPESH GUPTA: No. These are 
notices for motions for amendments for 
modifications of these things. 

SHRI BANKA BEHARY DAS: Mr. 
Minister perhaps does not know how long it 
take by verification. I can say as far as the 
constitution of the boards of directors of 
fourteen banks are concerned, by election you 
can complete it within one month. But by 
verification, I can assure you, if you are there 
and I am there till the coming general 
elections in 1971, you will not be able to    fill 
up... 

AN HON. MEMBER:. .. general elections 
in 1972, not 1971. 

SHRI BANKA BEHARY DAS: Yes, yes, 
1972. 

SHRI A. P. CHATERJEE: Is he right,  
1971? 

SHRI BANKA BEHARY DAS: The 
orocedure of verification is such that 
you can never do it in any of the 
fourteen banks. You know what the 
procedure is. The Minister should 
know that in order to select 
which is the        representative 
union, the Chief Labour 
Commissioner or his man here will not only 
have to list all members from all the unions 
but will have tc go for physical verification to 
district j'.nd sub-divisional headquarters and 
approach at least 10 to 15 per cent of *he 
workers in each area, ask them whether each 
one of the-m is a member. This procedure 
will have to be followed because there is no 
other ivay out.   That means   they will have 



 

to go to sub-divisional headquarters, tf 
necessary 'urther down, and ask the persoms 
concerned whether they are members of those 
unions, and then after thai his report will 
come. After through such a procedure the 
representative union according to the scheme, 
will tx determined. It is not like the gene ai 
election, if secret ballot is to be taken. For that 
the list is there a id everybody knows that. But 
here within one month you cannot have 
workers' representatives I can give a 
challenge here that you can never hav; 
representative unions within six months or 
even one year. That means for one year these 
boards will function "without workers' repre-
sentative. In ither words there will be only 
normina ion. This is a fantastic proposal. I 
will rather say that you will even low 
reconsider the entire aspect. Election is the 
best method. Shri Bhadram says that is a 
different matter. There might be two  
opinions. 

Secondly, ab( ut consecutive year, I want to 
say that it. is a new scheme, We do not say 
that those who gain experience in this work 
for six years should be chucl ed out from the 
field. After all, you iave 14 boards for 14 
nationalised ba iks, leave aside the State 
Bank. Those who get experience for six yt ars 
in one board can go to another >oard. In the 
same board, they will develop vested in-
tereset. I do nut want to speak more about it. 
Only thing is that. they should think about the 
election and not nomination 

SHRI A. D. MANI: My first amendment is 
>f inconsequential nature. All thai it says is 
that the whole-time directors should know 
something about banking. Other amendments 
I am not pressing. But on this I hope the 
Minister can give me an assurance. 

SHRI Y. B. CHAVAN: They know the 
interests of the class whom they represent.   
For the first time we   are 
1595 RS—9. 

sending a representative of artisans, for 
example... 

SHRI A. D. MANI: The two whole-time 
Directors must have some knowledge of 
banking. 

SHRI Y. B. CHAVAN: It is bound to be 
there. I have never thought that he can 
entertain such a doubt. 

SHRI CHITTA BASU: The hon. Finance 
Minister made a plea to the House that for the 
time being 'let us give a trial to the scheme' 
which he has produced. I only want an assu-
rance. I have got. no doubt in my mind that 
the representatives of the workemen shall not 
be chosen and cannot be chosen within a very 
foreseeable future because of the time-
consuming process for election. The only 
course open to him would be to take anybody 
and nominate him irrespective of whether he 
is supported or not supported by the workmen. 
Would he be pleased to assure us that in that 
case there will not be any partisan outlook 
displayed in the matter of nomination? 

SHRI Y. B. CHAVAN: I think there is no 
necessary of giving any additional assurance 
because there will not be any partisan 
outlook. 

SHRI BHUPESH GUPTA: What 
about our amendments? They are for 
strengthening the position of the em 
ployees' representatives in the Board 
Shri Chavan has not said anything 
about that. The amendments do not 
run counter to the scheme. We want 
to strengthen the representation of the 
bank employees on the various boards. 
That is our amendment. What assu- 
range do I have that representation 
of the bank employees will be 
properly made and      also 
respected? Now here it is left to the officials 
to decide what should be done, who should   
come and when. 

MR. DEPUTY CHAIRMAN: Th* question 
is: 

1. "That this House resolves that in 
pursuance of sub-section (5) of section 9 
of the Banking Companies 
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[Mr. Deputy Chairman.] 
(Acquisition and Transfer of Undertakings) 
Act, 1970 (5 of 1970), the following 
modifications be made in the Nationalised 
Banks (Management and Miscellaneous 
Provisions) Scheme, 1970, laid on the 
Table of the House on November 17, 1970, 
namely: — 

'In the Nationalised Banks (Management 
and Miscellaneous Provisions)   Scheme,   
1970,— 

(1) sub.clause (f) of clause 2 
shall be deleted; 

(2) in clause 3— 

(i) for paragraph (i) of subclause (b) 
the following shall be substituted 
namely,— 

"(b) (i) one Director, from among 
the employees of the nationalised bank, 
who are workmen, to be elected by the 
workmen through secret ballot."; 

(ii) in sub-clause (c) for the words "to 
be appointed by the Central Government 
after consultation with the Reserve Bank" 
the words "to be elected by such 
employees through secret ballot" , shall be 
substituted; 

(3) in clause 9— 

(i) in sub-clause (1) for the words "A 
Director appointed" and "re-appointed" 
the words "A Director elected or 
appointed, as the case may be" and "re-
election or re-appointment" respectively 
shall be substituted; 

(ii) in the proviso to sub-clause (1) the 
brackets and letters "(b), (c)" shall be 
deleted; 

(iii) after the existing proviso to sub-
clause (1) the following new   proviso  
shall  foe    added: — 

"Provided further that the Directors 
elected under subclauses (b) and (c) 
of clause 3, shall    be   removed    if    
the 

majority of employees who are 
workmen and employees who are not 
workmen, as the case may  be,  
demand their recall."; 

(4) in sub-clause (3) of clause ll for the 
words, brackets and letters "nominated 
under sub-clause (b) or sub-clause (c)" the 
words brackets and letters "elected under 
subclause (b) or sub-clause (c)" shali be 
substituted; 

(5) in sub-clause (2) of clause 13, for 
the words "the Directors appointed under 
sub-clauses (g) and (h) of clause 3 and not 
more than four other Directors" the words 
"the Directors elected or appointed as the 
case may be, under sub-clauses (b), (c), (g), 
and (h) of clause 3 and not more than two 
other Directors" shall be substituted. 

This House recommends to LOK Sabha 
that Lok Sabha do concur in this 
resolution." 

The motion was negatived. 

MR. DEPUTY    CHAIRMAN:     The 
question is: — 

2. 'That this House resolves that in 
pursuance of sub-section (5) of section 9 of 
the Banking Companies (Acquisition and 
Transfer of Undertakings) Act, 1970 (5 of 
1970), the following modifications be made 
in the Nationalised Banks (Management 
and Miscellaneous Provisions) Scheme, 
1970, laid on the Table of the House on 
November 17, 1970, namely: — 

'In clause 3 of the Nationalised Banks 
(Management and Miscellaneous   
Provisions)   Scheme,   1970,— 

(i) in sub-clause (a) after the words 
"not more than two whole-time 
Directors" the words "with knowledge 
and experience of banking" shall be 
added; 

(ii) in sub-clause (c) after the words 
"to be appointed by the Central 
Government" the words "out of a panel 
of three submitted 
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to it by any association representative of 
such employees or when there is no 
association or where no panel has been 
submitted," shall be  added; 

(iii) in subclause (e) for the word 
"artisans" the word "industry" shall be 
substituted; and 

(iv) in sub-alause (f) for the words "in 
respect of one or more matters which are 
likely to be useful for the working of the 
nationalised bank" the words "of matters 
connected with a nationalised tank" 
shall be substituted'. 

This House ] ecommends to Lok Sabha 
that Lok Sabha do concur in this resolutic 
n." 

The motion wa : negatived. 

MR.   DEPUTY   CHAIRMAN:     The 
question is: — 

3. "That this House resolves thai in 
pursuance o sub-section (5) of section 9 of 
the Banking Companies (Acquisition an 1 
Transfer of Under, takings) Act, 1 *V0 (5 
of 1970), the following modi'Lcations be 
made in the Nationalist; d Banks (Manage-
ment and IV iscellaneous Provisions) 
Scheme, 1970, laid on the Table of the 
Bouse on November 17, 1970, namely:— 

In the T ationalised Banks (Management 
and Miscellaneous Provisions)  Scheme, 
1970,— 

(1) in clause   2— 

(i) in sub-clause (f) for the words 
"after due verification" the words "after 
ascertaining the strength by secret 
ballot" shall be substituted; 

(ii) sub-clause (h) shall be deleted; 

(2) in clause 3,— 

(i) for paragraphs (i) and (ii) of sub-
clause   (b)   the following 

new paragraphs shall be    substituted:— 

"(i) one Director, from among the 
employees of the nationalised bank, 
who are workmen, to be appointed by 
the Central Government, whose name 
shall be furnished by the representative 
Union, within a date to be specified by 
the Central Government, which date 
shall not be more than six weeks from 
the date of the communication made 
by the Central Government requiring 
the representative Union to furnish the 
name; 

(ii) (A) where there is no 
representative Union to represent the 
workmen of a nationalised bank, or 

(B) where such representative 
Union, being in existence, omits or 
falls to furnish any name within the 
specified date, or 

(C) where the person whose name 
has been furnished by the 
representative Union is disqualified, 
whether under item (iii) of this sub-
clause or under clause 10, 

the Central Government may at its 
discretion, appoint such workman of 
the nationalised bank, as it may think 
fit, to be a Director of such bank;"; 

(ii) for sub-clause (c) the following 
shall be substituted:— 

"(c) (i) one Director, from among 
the employees of the nationalised 
bank, who are not workmen, to be 
appointed by the Central Government 
whose name shall be furnished to it by 
the representative Union, within a 
date to be specified by the Central 
Government, which date shall not be 
more 

 



 

[Mr. Deputy Chairman.] 
than six weeks from the date of the 
communication made by the Central 
Government requiring the 
representative Union to furnish the 
name; 

(ii) (A) where there is no 
representative Union to represent the 
employees of a nationalised bank who 
are not workmen, or 

(B) where such representa 
tive Union, being in existence, 
omits or fails to furnish any 
name within the specified date, 
or 

(C) where the person whose 
name has been furnished by 
the representative Union is 
disqualified under clause 10, 

the Central Government may, at its 
discretion, appoint such employee of 
the nationalised bank who is not a 
workman, as it may think fit, to be a 
Director of such bank;"; 

(3) in clause 9— 
(i) in the proviso to sub-clause 

(1) the brackets and letters "(b), (c)" shall 
be deleted; 

(ii) after the existing proviso to sub-
clause (1) the following new proviso  
shall be  added:— 

"Provided further that the Directors 
appointed under subclause (b) or (c) of 
clause 3, shall be removed when not less 
than 60 per cent of the members of the 
representative Union express no 
confidence in him"; 

(4) in sub-clause (2) of clause 13 for 
the words, brackets and latters "sub-clause 
(g) and (h)" the words, brackets and letters 
"sub-clauses (b), (g), and (h)" shall be 
substituted; 

(5) after clause 14 the following 
proviso shall be added: — 

"Provided that when the Board 
constitutes an advisory committee 

with a Director or Directors on it, the 
Director or at least one of the Directors, 
as the case may be, shall be the Director 
appointed under sub-clause (b) or sub-
clause (c) of clause 3."; 

(6) after paragraph (c) of sub 
clause (2) of clause 15 the follow 
ing new paragraph shall be 
added:— 

"(d) one nominee of the re-
presentative Union." 

(7) in clause 16— 

(i)   after sub-clause   (4)     the 
following proviso shall be added:— 

"Provided that no nominee of the 
representative Union shall be removed 
without consulting the representative 
Union and the vacancies arising due to 
the removal of such nominees shall be 
filled in consultation with the 
representative Union."; 

(ii)  after sub-clause   (5)    the 
following proviso shall be add ed: — 

"Provided that no nominee of the 
representative Union shall be removed 
without consulting the representative 
Union and the vacancies arising due to 
the removal of such nominees shaH be 
filled in consultation with the re-
presentative Union."; 

(8) the First Schedule shall be 
deleted.' 

This House recommends to Lok Sabha 
that Lok Sabba do concur in this 
resolution." 

The motion was negatived. 

MR. DEPUTY    CHAIRMAN:    The 
question is: 

4. "That this House resolves that in 
pursuance of sub-section (5) of section 9 of 
the Banking Companies (Acquisition and 
Transfer of Undertakings) Act, 1970 (5 of 
1970), the following   modifications 
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be made in th3 Nationalised Banks 
(Management and Miscellaneous 
Provisions)   Scheme,   1970,  laid  on 
the Table of the House on November 17, 
1970, namely:— 

'In the Nationalised Banks 
(Management and Miscellaneous 
Provisions)   Sc leme,   1970,— 

(1) in clause 3— 

(i)   in     sub-clause    (e)     the 
words  "after consultation     with 
the Reserve Bank" shall be deleted; 

(ii) after  sib-clause   (e)     the 
following proviso shall be added:— 

"Provided    that    the    Central 
Government shall   consult     the 
various all-india organisations working 
amongst the farmers, workers and 
artisans before appointing the Directors 
under this sub-clause." 

(iii)   after sab-clause   (f)     the 
following proviso    shall be added:— 

"Provided hat one of the Directors 
appointed under ibis sub-clause shall 
have experience in running of 
cooperative banking institution;."; 

(2) after sub-clause (c) of clause 
10,  the  following  new  sub-clause 
shall be  added:— 

"(d) if he ias been on the Board of 
Dire-tors of the Bank for two consec 
itive terms."; 

(3) in  sub-clause   (2)   of clause 
13— 

(i) for the words, brackets and letters 
"sub-cla;.ises (g) and (h)" the words, 
brackets and letters "subclauses (e), (g) 
and (h)" shall be substituted; and 

(ii) for the words, "four other 
Directors" the words "three other 
Directors" shall  be substituted: 

(4) after sub-clause (4) of clause 15 of 
the following new sub-clause shall be 
added:— 

"(5) Each Regional Consultative 
Committee shall meet at least twice in a 
year.".' 

This House recommends to Lok Sabha 
that Lok Sabha do concur in this 
resolution." 

The  motion was  negatived. 

MR.  DEPUTY  CHAIRMAN:     The 
question  is: — 

5. "That this House resolves that 
in pursuance of sub-section (5) of 
section 9      of      the      Banking 

Companies (Acquisition and Transfer of 
Undertakings) Act, 1970 (5 of 1970) the 
following modifications be made in the 
Nationalised Banks (Management and 
Miscellaneous Provisions) Scheme, 1970, 
laid on the Table of the House on November 
17,  1970, namely:— 

In the Nationalised Banks (Management 
and Miscellaneous Provisions)  Scheme, 
1970,— 

(1) in the proviso to sub-clause (f) of 
clause 2 for the words "fifteen per cent" 
the words "fifty per cent" shall be 
substituted; 

(2)  in clause 3— 

(i) in the opening paragraph after the 
words "As soon as may be" the words 
"within sixty days" shall be added; 

(ii) in paragraph (i) of subclause (b) for 
the words "six weeks" the words "three 
weeks" shall be substituted; 

(iii) in subclause (d) after the words 
"the Reserve Bank" the words "and with 
the body representing the depositors" 
shall be added; 
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(iv) for the existing sub-clause (e) the 
following new sub-clause shall be 
substituted: — 

"(e) two Directors, who in the opinion 
of the Central Government are 
competent to represent the interest of the 
farmers, to be appointed by the Central 
Government after consultation with the 
Reserve Bank and wherever applicable 
with such institutions or bodies 
representing the interests of markets: 

Provided that one of the two Directors, 
so appointed, shall be nominated from 

the Southern States of India." 

(v) after    sub-clause     (e)     the following 
new    sub-clause shall be added:— 

"(ee) two Directors, who in the 
opinion of the Central Government are 
competent to represent respectively the 
interests of workers and artisans, to be 
appointed by the Central Government 
after .consultation with the Reserve 
Bank;"; 

(vi) in sub-clause (f) for the words 
"five Directors" the words 
"four Directors"  shall   be  substituted:— 

(3) in the proviso to sub-clause 
(1) of clause 9 after the words "the 
Central Government may" the words "for 
valid reasons and"  shall    B"e 
added 

(4) in clause 16— 

(i) in sub-clause (4) afteT the words 
"the Board may" the words "for valid 
reasons" shall be added; 

(ii) in sub-clause (5) after the words 
"Regional Consultative Committee' may" 
the words "for valid reasons" shall be 
added. 

This House recommends to Lok Sabha 
that Lok Sabha do concur in this 
resolution." 

The motion was negatived. 

MR. DEPUTY CHAIRMAN: The House 
stands adjourned till  11 A.M. tomorrow. 

The House then adjourned at 
fifty-eight minutes past five of the 
clock till eleven of the clock on 
Friday, the 11th December,  1970 
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