
 

[Shri M. K. Mohta] corrupts and absolute 
power corrupts absolutely. What is going to 
happen after the passage of this measure is 
that there will be a concentration of power and 
monopoly in the hands of the State. Something 
about which this honourable House has been 
very pur-turbed and worked up is this concen-
tration of economic power, and that is going to 
be concentrated in the hands of the State now. 
And the State means the people running the 
Government, the bureaucratic machinery and 
the party in power. That is the reason for my 
tabling these amendments which would have 
the effect of democratising the banking 
institution that has been taken over by the 
Government. The Government can retain 26 
per cent of the shares but ought to offer the 
remaining shares to the public so that there 
will be a real shareholders' democracy attd the 
parties concerned, namely, the shareholders, 
the depositors and the employees who would 
have become the shareholders in the new set-
up, would have an effective say in the day to 
day management of the institution. 

As regards amendment 34, a lot of things 
have been stated regarding how the 
nationalised banks would be operated by the 
Government. The emphasis has been entirely 
on the credit policy. The depositors have very 
understandably a kind of fear, a kind of worry, 
about what is going to happen to their 
deposits. An assurance has been held out on 
behalf of the spokesmen of the ruling party 
that the depositors' money would be entirely 
safe in their hands because the Government 
would be responsible for that money. Since 
the emphasis is very much on the credit 
policy—to such an extent that it has been 
stated that credit worthiness would not be the 
criterion for giving loans, but some other 
criterion would be there about which we really 
do not know, it is very understandable that the 
depositors would feel that the banks may not 
be run on business lines, that ordinary 
prudence may not be taken into account while 
formulating the policies and programmes of 
the nationalised banks and that a stage may 
come when the Government may say, as they 
are saying in respect of other public sector 
undertakings, that this sector is also not being 
run for profit but for some other social motive 
about which we really do not know. In such 
circumstances when the money 

that would be dealt with is not the 
Government money—it is not public money 
in that sense—it is very necessary that the 
depositors ought to be assured in very clear 
terms that their deposits would be guaranteed 
as regards repayment in full by the Central 
Government, 

REFERENCE    TO     FINDING     OF 
LIVE  BOMBS  IN  BHUJ 

DR. B. N. ANTANI (Gujarat): Sir, I have 
just received information from Bhuj, Kutch, 
that on the 3rd of this month, on Sunday last, a 
picnic party of school children went to 
Tarkeshwari Goddess where while playing, 
they came across a live bomb which burst and 
there was an explosion and there were tragic 
deaths of four school children. On enquiry it is 
noticed that there was not only one bomb but 
there were four live bombs and they are 
supposed to be belonging to Pakistan. I know 
that there is a military garrison stationed at 
Tarkeshwari. These are all military secrets and 
I do not want to mention here but I certainly 
want the Minister to make a statement here as 
to whether he is aware of this tragic incident 
which has created such a great sensation in the 
whole of Kutch. I hope a statement will be 
made. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA): You have mentioned. Let 
them collect the facts and then they will come. 

THE        BANKING COMPANIES 
(ACQUISITION AND TRANSFER OF 

UNDERTAKINGS) BILL, 1969— contd. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA): Dr. Mahavir. Mr. Yadhav has 
already spoken at length. So kindly be brief. 
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"Provided that the Central Government 
shall not effect amalgamation or absorption 
of any of the new Indian banks without the 
express sanction of Parliament." 
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order in which they appear. Amendment FNO. 
3 says: 

"That at page 2, line 26, for the 
words  'The entire'  the words 'Half 
of the' be substituted." 

Just to point out may I use the word the 
absurdity of the amendment, I will read the 
clause if amended: 

"Half of the capital of each corres-
ponding new bank shall stand vested in 
and allotted to the Central Government." 

I do not know where the other half will vest. I 
see no sense in this amendment. 

Amendments Nos.  28 and 29 read: 
"On the commencement of this Act, or 

as soon as the arrangements are complete, 
alJ the banks as are specified in the First 
Schedule shall be amalgamated with the 
State Bank of India.' 

The proviso reads, that it shall be done only 
with the sanction of the Parliament. As you 
come to clause 13, you will find that there is 
provision for a scheme and if any 
amalgamation is contemplated, it will have a 
place in the scheme and the scheme will be 
presented to the Parliament for alteration, 
amendment, etc. Therefore these amendments 
are not necessary. 

Then regarding amendment No. 30 I do 
not think Dr. Talwar is serious. 

DR. (MRS.) MANGLADEVI TALWAR : 
I am quite serious. 

SHRI P. GOVINDA MENON: If you are 
serious, I will point out that if you add (1A) 
without even a verb, it will read 'Any other 
bank whose deposits exceed rupees fifty 
crores during any financial year' what shall 
we do with it? It is not properly drafted even. 
That is why I thought she would not be 
serious about it. 

Regarding amendment No. 31, it is a very 
interesting amendment which reads: 

"Provided that within three months after 
the capital has so vested, the Central 
Government shall retain not less than 
twenty-six per cent of the shares and offer 
the remaining to the public at par in the 
following manner," 

The Member wants these banks to be 
nationalised and three months later to be 
denationalised by retaining only 26 per cent 
of the shares and give 74 per cent to others. It 
is not acceptable. Apart from that there is no 
shareholding in the proposed new banks. 

Regarding amendment No. 32 it is for 
having all these 14 banks incorporated into 
one corporation. That is not the Government's 
intention. Government do not think that it will 
contribute to i he better efficiency of these 
banks if they are made into one corporation. It 
will be better if they are left as different 
entities and that has been stated from the very 
beginning. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA): Dr. Mahavir wants them as 
separate entities. The two are contradictory. 

SHRI P. GOVINDA MENON : Certain 
others want it as separate entities. Another 
amendment is—and I am surprised that it has 
been brought forward—that all deposits in the 
corresponding new banks shall be guaranteed 
as regards their repayment in full by the 
Central Government. There are so many 
nationalised banks already—the State Bank, 
the subsidiaries of the State Bank and even 
the private Banks are there where deposits are 
made and apart from the Deposit Insurance 
Corporation which gives a certain guarantee 
to small depositors, no guarantee is given by 
anybody with respect to the present banks. 

3 P. M. 
I am surprised why with respect to these 

fourteen companies alone this kind of demand 
should be made. 

I think these are all the amendments which 
have been moved. I hope they will be 
withdrawn. 

SHRI K. SUNDARAM: What has the 
Minister got to say to this that this Bill has 
gone beyond the purposes or intentions for 
which it has been brought in, that is, has gone 
even to the ownership of the shares. The pur-
pose, it is said, is to only. . . 

SHRI P. GOVINDA MENON: The Bill is 
for all the purposes mentioned therein. 
Therefore the Bill should be as it is. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA): Any reply to amendments 
Nos. 35 and 33? 

SHRI P. GOVINDA MENON: In 
amendment No. 35 the suggestion is that    
the    Government    should    take 
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power under this law to take new banks under 
a notification. That is a delegation of 
legislative power which will not be sanctioned 
by any law. 

Amendment No. 33 is "Provided that no 
advances, either secured or unsecured, shall be 
granted to political organisations and 
individuals for political purposes." Now I want 
to point out that there is absolutely no meaning 
in the words "political individuals". Am I a 
political individual or not? Is die person who 
has moved this amendment a political 
individual or not? And aie ihe thousands of 
millions of people in this country who vote for 
one political party or other, are they political 
individuals or not? And to say that even 
secured advances cannot be given to them is 
something which I cannot accept. The 
Government have introduced a Bill and passed 
it that donations to political parties shall not be 
given by companies. But even secured 
advances should not be made to persons who 
have got political leanings or political beliefs, 
that is something which  we   cannot  accept. 

SHRI NIRANJAN VARMA: Sir, I beg 
leave to withdraw my amendment No. 3. 

*Amendment No. 3 was, by leave, 
withdrawn. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : The question is : 

28. "That at page 2, for lines 19 
and 20, the following be substituted, 
namely:— 

'3(1) On die commencement of this 
Act, or as soon as the arrangements are 
complete, all the banks as are specified 
in the First Schedule shall be 
amalgamated with the State Bank of 
India.* " 

The motion was negatived. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : The question is : 

29. "That at page 2, after line 20, 
the following proviso be inserted, na 
mely :  

'Provided that the Central Gov-
ernment shall not effect amalgamation or 
absorption of any of the new Indian 
banks without the express sanction of 
Parliament.* " 

The motion was negatived. 

*For  text of   amendment, vide col. 3196 
supra. 

DR.  (MRS.) MANGLADEVI TAL- 
WAR:  I beg leave to withdraw    my 
amendment No. 30. 

* Amendment No. 30 was, by leave, 
withdrawn. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA): The question is: 

31. "That at page 2, after line 27, the 
following proviso    be    inserted, 
namely:— 

"Provided that within three months 
after the capital has so vested, the 
Central Government shall retain not less 
than twenty-six per cent, of the shares 
and offer the remaining to the public at 
par in the following manner :— 

(a) shareholders, depositors 
and employees of the existing 
banks shall have first preference 
in the allotment of such shares; 

(b) no person or a body cor 
porate shall be allotted or per 
mitted to hold more than ten 
per cent, of such shares.' " 

The motion was negatived. 

SHRI M. V. BHADRAM (Andhra 
Pradesh): I beg leave to withdraw my 
amendment No. 32. 

'"Amendment No. 32 was, by leave, 
withdrawn. 

THE VICE-CHAIRMAN (SHRI M, P. 
BHARGAVA): The question is: 

33. "That at page 2, after line 36, 
the following proviso be inserted, 
namely:— 

'Provided that no advances, either 
secured or unsecured, shall be granted to 
ipolitical organisations and individuals 
for political purposes.' n 

The motion was negatived. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA): The question is: 

34. "That at page 2, after line 42, 
the following be inserted, name 
ly :— 

'(7) All deposits in the corresponding 
new banks shall be guaranteed as regards 
their repayments in full by the Central 
Government." " The motion was negatived. 
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THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA): The question is : 

35. "That at page 2, after line 42, 
the following  be inserted namely :— 

'(7) The Central Government may 
take over any other bank not mentioned 
in the First Schedule by issuing a 
notification in the Official Gazette."' 

The motion was negatived. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA): The question is : 

"That clause 3 stand part of the Bill." 

The motion was adopted. 
Clause 3 was added to the Bill. 

Clause   4—Undertaking   of existing banks 
to vest in corresponding new banks 

DR. BHAI MAHAVIR: Sir, I move: 

36. "That at page 3, after line 3, 
the following proviso be inserted, 
namely:— 

'Provided that the Central Gov-
ernment shall constitute a Central Board 
of Banking which shall control, direct 
and co-ordinate the management and 
operations of the new banks.' " 

Mr. Vice-Chairman, the Central Board of 
Banking envisaged in this amendment would 
be an independent monetary authority which 
would not be under the direct day to day 
control of the Government. The idea sug-
gested here is that the authority should be 
exercised apart from political considerations. 
Just a couple of minutes back the hon. Law 
Minister was wondering what a political 
individual is, but in that clause also it was not 
the individual who was important but the 
political purpose and political organisation, 
and I think there is no confusion about what a 
political organisation is and what a political 
purpose can be. Here the danger is that the 
Government takes over. After all, we may 
have, we may, I do not say we do, but we may 
have full faith in a particular set of leaders of 
Government at any time. The law, however, 
will not be restricted to the administration of 
that particular group only. Groups will come 
and groups will go. Governments will change.    
Parties will 

change, but the law should be such which 
cannot be normally misused by the people in 
power for narrow partisan ends. For this 
purpose there should be a monetary authority 
which would be able to co-ordinate the func-
tioning of these banks. Previously I suggested 
an amendment about the bank units being kept 
separate, and here I am suggesting that there 
should be a Central Board of Banking. I would 
like to submit that there is no contradiction 
between the two because, for the 
implementation of certain broad policies if the 
banks are kept independent, even then the 
Central Board would basically function in a 
general way looking to the interests of the 
economy and. seeing whether more credit 
facilities are desirable in the interests of 
expansion, full employment, stability of prices, 
saving the country from the dangers of 
inflation, and all that, and just as it is in other 
countries here we have our Reserve Bank of 
India. Unfortunately, it is not an independent 
monetary authority as it should be. Then there 
is this danger. Just as die Reserve Bank goes 
on looking helplessly when the prices go on 
rising, when there are clangers to the authority 
of the Government being used for purposes 
other than those based on independent mone-
tary or credit considerations where such a 
policy would not be proper, would not be 
healthy in the interests of the economy, even 
then the Reserve Bank does not have the 
authority to advise or bring round the 
Government to the proper path. Here, for the 
commercial banks which axe being taken over, 
if under their control and guidance also, if the 
Boards of Directors or the Custodians or the 
people who are appointed to run the banks, if 
they are only to follow the direction or the 
dictates of the Secretary of the Finance 
Ministry, then there is the danger that this 
powerful instrument of our economy also may 
be utilised not for the broad national interests 
but for narrow interests on certain political 
considerations. Therefore my suggestion or my 
amendment is that there should be a Central 
Board of Banking. The implication is that it 
should be independent It should be free of 
political pressures of all types. Such is the 
present constitution, and if the amendment is 
accepted, the interests of the nation's economy 
would be served in a manner which otherwise 
may be jeopardised because of political 
considerations. The question was proposed. 
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SHRI P. GOVINDA MENON: Mr. Vice-
Chairman, Sir, there is already the Banking 
Regulations Act which I should point out is 
applicable to these fourteen newly constituted 
banks and the provisions of the Banking Regula-
tions Act are administered by a central bocty of 
banking for which we have given the name, the 
Reserve Bank of India. Now the hon. Member 
thinks that there should be another body for these 
fourteen banks alone. I do not agree. If the 
Reserve Bank of India is not sufficient and some 
other central body to direct banking in this 
country is necessary that would be necessary not 
only for these fourteen banks but for all the 
banks in the country. I therefore do not accept 
the amendment. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA): The question is: 

36."That at page 3, after line 3, 
the following proviso be inserted, 
namely:— 

'Provided that the Central Government shall 
constitute a Central Board of Banking which 
shall control, direct and co-ordinate the 
management and operations of the new banks.' " 
The motion was adopted. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA): The question is : 

"That clause 4 stand part of the Bill." 

The motion was adopted. Clause 4 was 
added to the Bill. 
Clause 5—General effect of vesting 

SHRI REWATI KANT SINHA: Sir, I beg to 
move:— 

37."That at page 3, after line 50, 
the following proviso be inserted na 
mely :— 

'Provided that all the credit advances 
committed by the existing banks shall be 
thoroughly scrutinized by the corresponding new 
banks and recalled if not found in consonance 
with new policies and priorities.' " 

SHRI  BALACHANDRA   MENON: Sir, I 
beg to move: 

38."That at page 4, lines 8 to 14 
be deleted." 
The question was proposed. 
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sists of two parts. It says that the existing 
advances should be scrutinised. If the hon. 
Member would refer to page 18 of the Bill, sub-
clause (d), it will be seen that the amount of 
advances already made will be scrutinised for 
the purpose of evaluation. The second part of it 
is that there should be recall. That is too much 
of a detail to find a place in a legislation by 
Parliament. 

Regarding the next amendment, No. 38, hon. 
Members would realise that in one or two 
foreign countries—I think there is only one—
branches of nationalised banks are not allowed 
to function. We are not responsible for it. I 
think Malaysia is one of those countries. Since 
all these fourteen banks are nationalised and 
since some of them have got branches in that 
country our nationalised banks cannot carry on 
their business there. And all that has been 
stated is that if the existing banks so desire they 
can carry on that business in those countries 
only where nationalised banks are not allowed 
to have branches. Now the operation of our 
banks in foreign countries will be of help to us 
in foreign exchange matters. Therefore I 
oppose amendment No. 38 also. 

THE DEPUTY CHAIRMAN : The question 
is : 

37."That at page 3, after line 50, 
the following proviso be inserted na 
mely :— 

'Provided that all the credit advances 
committed by the existing banks shall be 
thorougly scrutinized by the corresponding 
new banks and recalled if not found in con-
sonance with new policies and priorities.' " 

The  motion  was  negatived. 

THE DEPUTY CHAIRMAN :    The 
question  is : 

38."That at page 4, lines 8 to 
14 be deleted." 
The  motion  was negatived. 

THE DEPUTY CHAIRMAN :   The 
question is: 

"That clause 5 stand part of the Bill." 
The motion was adopted. 
Clause 5 was added to the Bill. 

[THE DEPUTY CHAIRMAN in the Chair]

SHRI P. GOVINDA MENON : Madam, I 
do not accept either of these amendments. 
Amendment No.  37 con- 



 

Clause 6—Payment of compensation 

SHRI    REWATI    KANT   SINHA : 
Madam, I move: 

39. "That at page 4, line 16, the words 
'and determination' be deleted." 

40. "That at page 4, for lines 17 to 23, 
the following be substituted, namely:— 

'6(1) The Central Government shall 
give compensation to each shareholder 
of the existing bank an amount equal to 
the face value of the shares held by him 
in the bank.' " 
41. "That at page 4, line 24, for 

the words 'where no such agreement 
can be reached' the words 'where there 
is any dispute regarding the shares 
held by any individual or institution 
and their valuation' be substituted." 

43. "That at page 4, lines 29 to 
33 be deleted." 

45. "That at page 4, line 38, for the word 
'ten' the word 'fifteen' be substituted." 

47. "That at page 4, lines 39-40, 
for the words 'four and a half the 
word 'two' be substituted." 
DR. BHAI   MAHAVIR : Madam,   I 

move: 
44. "That at page 4, for lines 34 

to 40, the following be substituted, 
namely:— 

'(3) The amount of compensation 
determined in accordance with the 
foregoing provisions shall be paid to 
each existing bank— 

(a) in cash; or 
(b) fifty per cent, in cash and the 

balance in promissory notes or stock 
certificates of the Central Government 
issued and repayable at par, and 
maturing at the end of five years from 
the date on which compensation is 
paid, and carrying interest at the rate 
of six per cent, per annum, free of 
Union income-tax.' " 

48. "That at page 4, lines 39-40, 
for the words 'four and a half per 
cent' the words 'seven per cent' be 
substituted." 
SHRI   DAHYABHAI   V.   PATEL: 

Madam, I move : 
49. "That at page 4,— 

(i) in lines 39-40 for the words 'four 
and a half per cent' the words 

'six per cent' be substituted. 

(w) in lines 44-45, for the words 'five 
and a half per cent' the words 'six and a 
half per cent' be substituted. 

The questions were proposed. 

DR. BHAI MAHAVIR: Madam, the 
amendment that I have suggested relates to 
the amount of compensation which is to be 
paid to the banks. Here the Bill says:— 

" ............. in promissory   notes   or 
stock certificates of the Central Gov-
ernment, issued and repayable at par, and 
maturing at the end of ten years from the 
date on which the compensation is paid and 
carrying interest at the rate of four and a 
half per cent, per annum." 

The situation is this. The Government is 
taking a very drastic step and is taking over 
the assets and deposits of these fourteen major 
banks in the country. At the same time, people 
are sought to be assured that their money 
would be safe, that it would not be misused, 
that it would not be squandered on, say, wrong 
types of schemes, and, therefore, the people 
need not get worried or get nervous about the 
security of their principal and interest thereon. 
If that is the spirit in which the Government is 
bringing forward this Bill before the nation at 
large, it would be desirable that the people are 
paid a better interest. People who have been 
getting regular returns from their holdings and 
shares in these banks should be considered 
from this angle, that the Government is neither 
miserly, nor is the Government on the brink of 
liquidation. It should give a return which is in 
consonance with the present rate of interest. I 
suggest that 41 per cent is not the rate of 
interest which is a fair rate of interest at this 
time. Government want to give compensation 
either in the form of cash or a certain portion 
in cash and a certain portion in bonds. 
Certainly payment of all that in cash may not 
be easy. When one realises this, one can only 
suggest an alternative. That alternative is that 
if there are people who hold assets in the form 
of bank shares, they should sell them and they 
could get a return more than what they had 
originally paid for the shares. They could get 
more today. But when the Government is 
taking it over, the Government is repaying 
them at par, but it should mature at the end of 
five    years.    They 
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should not be asked to wait for ten years 
before they could claim repayment of these 
assets. That is not fair. A period of five years 
is long enough. I think it is not reasonable for 
the Government to insist on ten years and 
they should not insist on giving only 44 per 
cent. Therefore, it has been suggested in my 
amendment that it should carry six per cent 
interest and the period for repayment should 
be reduced to five years. 

Similarly, in my amendment No. 48 there 
may appear to be a little discrepancy. In my 
first amendment I have said six per cent 
interest and in this amendment I have 
suggested seven per cent. The Government 
may give consideration to either six per cent 
or seven per cent interest. That would be 
something nearer the normal rate of return on 
their deposits or on the money which people 
invest in the various undertakings. I suppose 
the purpose of the Government is not to make 
the investing public nervous or make them 
afraid of putting their money anywhere. 
When that is the spirit behind this, a more 
reasonable attitude in the matter of 
compensation would be in the fitness of 
things and I would urge the Government to 
accept my amendments. 

THE DEPUTY CHAIRMAN: Before I 
call Mr. Patel, I have overlooked 
amendments Nos. 50 and 51 in the name of 
Mr. Mohta. You may move them now. 

Clause 6—Payment of compensation. 

SHRI M. K. MOHTA: Madam, I move: 
50. "That at page 5,— 

(/) in line 29, for the words 'five 
thousand rupees' the words 'ten 
thousand rupees' be substituted; 

(ii) in line 32, for the words live 
thousand rupees' the words 'ten 
thousand rupees' be  substituted." 
51. "That at page 5, after line 52, 

the following be inserted, namely:— 
'(10) Notwithstanding anything 

contained in this section an existing 
banking company may carry on any 
business other than banking business 
provided the majority of the 
shareholders consent to the same.'" 

"The questions were proposed. 

SHRI   DAHYABHAI   V.    PATEL: 
Madam, I do not think that the measure that 
has been moved by the Law Minister is in 
any way expropriatary or it seeks to deprive 
people of the benefits they have and in thai 
sense what I am asking is only fair 
compensation, a fair rate of interest that an 
investor would get today. Perhaps he will 
get more. If the shares remained in his name 
as they are today, he would get appreciation, 
he would get a higher rate of interest. Most 
of these fourteen banks are paying a much 
higher rate of interest and, therefore, my 
request that six per cent interest be paid 
instead of the suggested 4i per cent is, I 
think, reasonable and fair. I would, 
therefore, appeal to the Government to 
accept this amendment. If they want to ex-
propriate the shares, that is another thing. If 
they want to reduce the value by half, that is 
another matter. That is not the intention and 
that is not said anywhere in the Bill. The 
intention is to pay a fair compensation and it 
must be fair. I, therefore, appeal that the 
higher rate of interest must be paid. 

SHRI M. K. MOHTA: I have three 
amendments in my name.    On amendment 
No. 49, our leader, Shri Dahya-bhai, has 
already clarified the   position. Since it is not 
the intention of the Government to go in for 
expropriation, it is  only  fair   that  a  fair  
compensation is paid  to the shareholders    of    
these banks. They arc get t ing  today   a 
return j  of as much as ten per cent.    Why is 
it j that the Government offers them bonds |  
repayable  after  ten years    and    partly 
bonds repayable after thirty years which ! 
carry    an    interest    of    4i    and    5i j  per    
cent    only?    Is    it    because    the ! 
Government   fears   that   if   an option was    
given     to    these     people,    they would   
not   subscribe   to   these bonds? If that is the 
fear of (he Government, I   submit   that   it is   
not   proper   for the Government to really 
force them to subscribe  to these bonds.    
They    are i  forced to accept compensation 
which is due to them in the shape of bonds ra-
ther   than   in   the   shape  of  cash.     If the   
interest  rate  is  raised   a  little,  at least  it 
will decrease the loss of    the present 
shareholders of the banks, because in the 
market  those people may be in a position to 
earn a much higher rate of interest, if they    
invest    their money of their own free will. 

Now, I come to my amendment No. 50. 
According to the provision of clause 6. if 
the compensation payable is up to Rs. 
5,000/- the Government    is 
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pleased to provide for the compensation to be 
paid in cash. What I would submit is that the sum 
of Rs. 5,000 is a very small amount. Actually 
there will be thousands of people who have 
invested their life's savings in the shares of banks 
and if they could get cash only to the extent of 
Rs. 5,000, it would be a great inconvenience for 
them. So, my amendment says that up to Rs. 
10,000 the amount may be paid in cash instead of 
in bonds. 

My next amendment is No. 51 which deals with 
the existing banking companies. Now, on the 
basis of the provisions of this Bill the banking 
business of these companies would be taken 
over by the Government from the corresponding 
banks. The question is whether the existing 
companies would be allowed to do any other 
business, as any other joint stock company 
engaged in mercantile and business activities. 
.Since it is not clear according to the provisions 
in the Bin I have suggested that notwithstanding 
anything contained in this section an existing 
banking company may carry on any business, 
because after all the shareholders of these com-
panies would be the best judges of what those 
companies should do after their banking 
business is taken away from them. As long as 
the shareholders want to carry on any business, 
of course, within the four corners of the law of 
the land, they should be allowed to do so. 

SHRI K. SUNDARAM: Madam, these bonds 
are being forced on the shareholders, and it is 
said that they will be paid 4i per cent for a ten-
year bond and 5i per cent for a thirty-year bond. 
On deposits for five years, six years or seven 
years, the banks are paying anything from 5i to 
7£ per cent. That is what the banks are paying 
themselves. But when the money is paid to the 
Government, in the form of bonds, they get only 
4i or 5J per cent. There are thousands of crores 
of bonds that have already been issued. These 
bonds which are in the market are being sold at a 
discount of as much as 10 per ^cent already. 
With these another three thousand crores of 
bonds going into market, they will bring down 
the rate, the discount may go up by as much as 
15 or 20 per cent. Though it is said it is 
transferable, if any shareholders want to transfer 
these bonds, they will get 20 per cent less 
money. So the ^shareholders stand to lose much 
more. 

Another point. The biggest shareholders 
of these banks, it was said yesterday, were 
the LIC and the UTT who own 27 to 30 per 
cent of the holdings. These two institutions 
will lose very heavily. If they get these 
bonds and then they try to transfer them to 
somebody else, there again it is the 
shareholders of the L.I.C. and the UT1 who 
are going to lose ultimately. Therefore, I 
suggest that a minimum of 6 per cent or 6i 
per cent must be paid. 



3231       Banking Companies [ RAJYA SABHA ]        {Acquisition & Transfer     3232 
of Undertakings) Bill, 1969 

as the wide gulf between the rich and the 
hungry millions persists. The contrast hetween 
the palaces of new Delhi"—in which the Prime 
Minister remains—"and the miserable hovels of 
the poor labouring class nearby cannot last one 
day in a free India in which the poor will enjoy 
the same power as the richest in the land." 

"

Working for economic equality means 
abolishing the eternal conflict between capital 
and labour. It means the levelling down of the 
few rich in whose hands is concentrated the 
bulk of the nation's wealth on the one hand 
and a levelling up of the semi-starved, naked 
millions on the other. A non-violent system of 
Government is clearly  an  impossibility so    
long 
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crores, and it ranges from Rs. 2 crores to Rs. 4 
crores, and the total will be about Rs. 24 or Rs. 
25 crores. Also, in the aims and objects it has 
been mentioned that it will be Rs. 75 crores, 
which has already been decided upon, as I said 
yesterday. And I quoted from the Commerce 
Weekly also and I was reading this Commerce 
magazine and I found that their basis is much 
more than what the Government of India has 
contemplated. If you take into account the 
share, the reserve fund and all the other assets, 
it is definitely going to be above Rs. 150 
crores. At least that paper has convinced me 
about it. Ultimately, you will find in the 
Budget that they might be providing much 
more money than this though they are giving 
us an assurance that it will be about Rs. 75 
crores. Moreover, it will lead to litigation, as I 
said earlier. 

To avoid all those things, it is always better 
that we go on the basis of shares. 

Secondly, I want to plead with the 
Government of India that these assets which 
are created in any banking institution do not 
have any relation to the paid-up capital. The 
deposits are utilised in business out of which 
the profit accrues to the company and out of 
the profit, reserves are created, and also the 
assets are created. If you pay compensation on 
the basis of the assets created out of the 
depositors' money, it will go to the 
shareholders actually and it will never go to 
the depositors. That is why I am requesting 

the Government that instead of going into all 
those complications and intricacies of these 
calculations, it will always be better if they go 
by the face value of the shares. 

SHRI    P.    GOVINDA     MENON: 
There has been more than one view expressed 
here regarding compensation. Mr. Rajnarain 
does not want any compensation to be paid. 
Now, this is not taking over the banking 
concerns from a few capitalists or businessmen. 
I have not got the number of shares held in the 
different banks. But such information as I have 
with me shows that there are thousands of 
shareholders in each one of these nationalised 
banks. For example, in the Central Bank of 
India, I am told that the number of shareholders 
is 27,379. 

The question is whether these shareholders 
distributed in the various parts of the country 
should go without any compensation. 

THE DEPUTY CHAIRMAN :   You
must  speak   on  the .amendment;   you 
should not talk irrelevant things. 

SHRI BANKA BEHARY DAS: Madam, 
I am in favour of giving compensation on 
the basis of the share value. I will prefer the 
share value, or if the Government wants, the 
market value of the share on the day when 
the banks were nationalised. I want to draw 
the attention of the Minister that if the Bill is 
accepted as it is, the consequences will be 
that not only we will be paying on the basis 
of the assets, which will be disproportionate 
to the paid-up capital, but it will lead to 
more of litigation, and you will be spending 
much more on the Tribunal because in this 
House we have discussed so many times 
about Jessop and Company and others in 
which the Tribunals have sat for three or 
four years and' you have spent money on 
them much more than what even the compa-
nies would have been getting. That is why 
my contention is that if you look into that, 
into the position of these 14 banks which 
have been nationalised, you will find that not 
a single bank has a paid-up capital of more  
than Rs.    4 
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Now, the other view is that it is the share 
value which has to be paid. I shall speak about 
it when I come to the Second Schedule and 
explain the scheme which we have evolved in 
the matter of payment of compensation. 

Then there was objection to the rate of 
interest which has been provided. The 4i per 
cent for 10-year bonds and Si per cent for 30-
year bonds were considered to be too low by 
certain Members. I am glad that Dr. Bhai 
Mahavir conceded that when nationalisation 
takes place, cash value cannot be paid because 
it will not be possible for the Government to 
do so. Then why is it that we provide 4} per 
cent interest for 10-year bonds or promissory 
notes or securities and 5i per cent interest for 
30-year bonds? It is because these are the 
borrowing rates for these kinds of bonds 
which prevail today. Therefore, instead of 
paying cash, it is as if we take cash from those 
persons entitled to compensation and pay 
them bonds at the rates which now prevail in 
the market. 

I humbly submit, Madam, that the 
provisions made regarding this matter is fair 
both to the shareholders and to the existing 
companies and is not harmful, according to 
me, to the Government. I therefore oppose 
this amendment. 

THE   DEPUTY   CHAIRMAN : The 
question is : 

39.  "That at page  4,   line   16,    the words 
'and determination' be deleted." 
The  motion  was negatived. 

THE   DEPUTY   CHAIRMAN: The 
question is : 

40. "That at page 4, for lines 17 
to 33, the following be substituted na 
mely :— 

'6(1) The Central Government shall 
give compensation to each shareholder 
of the existing bank an amount equal to 
the face value of the shares held bv him 
in the bank.'" 

The  motion   wax negatived. 

THE DEPUTY CHAIRMAN : The 
question is: 

41. "That at page 4, line 24, for 
the words 'where no such agreement 
can  be reached' the    words    'where 

there is any dispute regarding the shares 
held by any individual or institution and 
their valuation' be substituted." 

The  motion  was negatived. 

THE DEPUTY CHAIRMAN :    The 
question is: 

43. "That at page 4, lines 29 to 33 
be deleted." 

The motion was negatived. 

THE DEPUTY   CHAIRMAN : The 
question is : 

45. "That at page 4, line 38, for the 
words 'ten' the word 'fifteen' be 
substituted." 

The motion  was negatived. 

THE DEPUTY CHAIRMAN :    The 
question is: 

47. "That at page 4, lines 39-40, 
for the words 'four and a half the 
word 'two' be substituted." 

The motion  was negatived. 

THE    DEPUTY CHAIRMAN : The 
question is: 

44. "That at page 4, for lines 34 
to 40, the following be substituted, 
namely:— 

'(3) The amount of compensation 
determined in accordance with the 
foregoing provisions shall be paid to 
each existing bank— 

(a) in cash; or 

(b) fifty per cent, in cash and the 
balance in promissory notes or stock 
certificates of the Central 
Government issued and repayable at 
par, and maturing at the end of five 
years from the date on which 
compensation is paid, and carrying 
interest at the rate of six per cent per 
annum, free of Union income-tax.' " 

The motion was negatived. 

THE DEPUTY   CHAIRMAN : The 
question is: 

48. "That at page 4, lines 39-40, 
for the words 'four and a half per 
cent' the words 'seven per cent' be 
substituted." 

The motion was negatived. 
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THE   DEPUTY CHAIRMAN : The 
question is: 

49. "That at page 4,— 
(«') in lines 39-40, for the words 'four 

and a half per cent' the words 'six per 
cent' be substituted. 

(ii) in lines 44-45, for the words 'five 
and a half per cent* the words 'six and a 
half per cent' be substituted." 

The motion was negatived. 

THE DEPUTY CHAIRMAN :   The 
question is: 

50. "That at page 5,— 
(t) in line 29, for the words five 

thousand rupees' the words 'ten thousand 
rupees' be substituted. 

(it) in line 32, for the words 'five 
thousand rupees' the words 'ten thousand 
rupees' be substituted." 

The motion was negatived. 

THE DEPUTY   CHAIRMAN : The 
question is: 

51. "That at page 5, after line 52, 
the following be inserted, namely:— 

'(1) Notwithstanding anything 
contained in this section an existing 
banking company may carry on any 
business other than banking business 
provided the majority of the 
shareholders consent to the same.'" 

The motion was negatived. 

THE   DEPUTY  CHAIRMAN : The 
question is: 

"That clause 6 stand part of   the 
Bin." 

The motion was adopted. Clause 6 was added 

to the Bill. Clause 7—Constitution of the 

Tribunal 

SHRI DAHYABHAI    V.    PATEL : 
Madam, I move: 

,52. "That at page 6, line 1, after the 
words 'The Central Government' the words 
'after consultation with the Reserve Bank of 
India' be inserted." 

53. "That at page 6, line 7, after the 
words 'the Central Government' the words 
'after consultation with the Reserve Bank of 
India' be inserted." 

54. "That at page 6, line 11, after 
the words 'the Central Government' 
the words 'after consultation with the 
Reserve Bank of India' be inserted." 

SHRI K. P.    SUBRAMANIA    ME- 
NON : Madam, I move : 

55. "That at page 6, after line 9, 
the following proviso be inserted, na 
mely :— 

'Provided that the persons so 
appointed to be the Chairman and 
members shall have no interest directly 
or indirectly in any banking company or 
such financial or credit institutions run 
under the aegis of the banking 
companies.' " 

The questions were proposed. 

SHRI  DAHYABHAI   V.   PATEL: 

Madam, the three amendments that I have 
moved are very simple. In fact, Government, I 
think, has adopted this phraseology on other 
occasions, perhaps in this Bill or earlier. But I 
do not know where it would inspire greater 
confidence in financial institutions when 
Government does not completely reorganise 
and make this institution a wing of the 
Government. The Reserve Bank's separate 
entity is recognised and has been preserved so 
far by the Government or India. We have not 
come to the stage when the Reserve Bank of 
India also has been nationalised or has become 
a part of the Government. It functions purely as 
a financial institution. Of course. Government 
has control over it, Government's interest is 
there. But so far the Government of India has 
preserved the institution. Its meaning, its 
management, is in the hands of people 
eminently qualified to handle financial matters. 
And I think it would be in the interest of the 
country that this practice continues and hope 
that the Government will take into account 
these small amendments and consult the Re-
serve Bank on all important policy matters in 
this connection. This would be the effect of my 
amendments. 

SHRI K. SUNDARAM: As I said earlier, 
the tendency seems to be vesting more and 
more powers, even in regard to the day-to-day 
administration of these banks, with the 
Government. The experience of the State 
Bank which is managed by the Government is 
there. And we know that on several occasions 
directions have been given only orally. Written 
directions   were refused.   As a 
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consequence of that quite a lot of trouble was 
there in the management of the State Bank. 
Similar things can happen in the 
administration of these nationalised banks 
also. Even in the case of appointment of the 
Tribunal they do not want to consult the 
Reserve Bank which is an experienced bank 
that is functioning already. They can appoint 
an appropriate, proper person to give justice 
to the applicant or the disputes that arise out 
of this. The same is the case with the 
appointment of the Chairman and also 
vacancies arising in the office of the 
Chairman of such tribunals. In all these 
matters it is absolutely necessary that they 
should consult the Reserve Bank before 
making such appointments. I see so reason 
why the Law Minister should not accept this 
amendment. 

SHRI K. P. SUBRAMANIA ME-NON: 
The present clause in the Bill provides that 
the present Chairman will continue as the 
Custodian of this new bank till such time as 
the Government of India decides. The 
practical effect of this will be that the same 
Jains. Tatas, Birlas or their henchmen will be 
in control of the funds as heretofore and will 
be using the funds in the same manner as they 
have been using it for speculative purposes, 
for blackmarketing, for helping monopoly. 
This is a very harmful provision and I say 
that the Government should, as soon as they 
take over the business, dismiss these fellows 
and appoint new Custodians. 

My amendment also provides that the new 
Custodians to be appointed should be men of 
integrity who do not have any connections 
with either of these monopoly growths or 
financial institutions which are connected 
with them and that they should be people 
who, in my opinion, are committed to policies 
which are helpful to run the banking industry 
in the national interest and not in the narrow 
interest of a few capitalists and monopolists. I 
think the Government would accept this 
amendment, they should do away with the 
present Chairman who are now acting as 
Custodians and appoint people who are 
publicly committed to policies which are 
helpful to the common man. Such people 
should be appointed as Custodians because 
once a policy is decided it is the personnel 
•who administer that policy which matter.    If 
you put wrong people to ad- 

minister, even a correct policy will not be 
properly administered. 

SHRI P. GOVINDA MENON: I think Mr. 
Subramania Menon has not realised that we 
are speaking on clause 7 which purports to 
bring into existence a Tribunal for settling the 
compensation payable, and not the Custodians 
of the new banks. In that clause we say that the 
Tribunal shall consist of three persons, one of 
whom should be a Supreme Court Judge or a 
High Court Judge and the other should be a 
Chartered Accountant, and the third should be 
a person with banking experience. I thought at 
least this clause would go without amend-
ments. But my friend, Mr. Dahya-bhai Patel, 
seems to have developed a very great 
fascination towards the Reserve Bank of India 
which is another public sector undertaking and 
thinks that even when we appoint a Supreme 
Court Judge to be the Chairman of the 
Tribunal we should consult the Reserve Bank 
of India. I do not think that it is necessary. 
Therefore, I do not accept the  amendments. 

THE  DEPUTY  CHAIRMAN: The 
question is: 

52. "That at page'6, line 1, after 
the words 'The Central Government* 
the words 'after consultation with the 
Reserve Bank of India' be inserted." 
The motion was negatived. 

THE DEPUTY   CHAIRMAN : The 
question is: 

53. "That at page 6, line 7, after 
the words 'the Central Government* 
the words 'after consultation with the 
Reserve Bank of India' be inserted." 
The motion was negatived. 

THE DEPUTY CHAIRMAN:   The 
question is: 

54. "That at page 6, line 11, after 
the words 'the Central Government* 
the words 'after consultation with the 
Reserve Bank of India' be inserted." 
The motion was. negatived. 
THE  DEPUTY  CHAIRMAN: The 

question is: 

55. "That at page 6, after line 
9, the following proviso be inserted, 
namely:— 

'Provided that the persons    so 
appointed to be the Chairman and 
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members shall have no interest directly 
or indirectly in any banking company or 
such financial or credit institutions run 
under the aegis of the banking 
companies.' " 

The motion  was negatived. 
THE   DEPUTY  CHAIRMAN: The 

question  is : 

"That Clause 7 stand part of the Bill." 

The motion  was adopted. Clause 7 was 
added to the Bill. Clause 8 was added to the 
Bill. Clause 9 was added to the Bill. Clause 
10—Head Office and branches 

SHRI REWATI    KANT    SINHA: 
Madam, I move: 

56. "That at page 6, after line 43, the 
following be inserted, name-ly:- 

'(1A) Every corresponding new bank 
shall maintain as its branches all 
branches of the existing bank which were 
in existence immediately before the 19th 
July, 1969, and no such branch may be 
closed without the previous approval of 
the Central Government. 

(IB) Every corresponding new bank 
may establish branches at any place in or 
outside India in addition to the branches 
referred to in sub-section (2). 

(1C) Notwithstanding anything 
contained in sub-section (3) every 
corresponding new bank shall establish 
not less than fifty branches, out of which 
about twenty-five branches shall be in 
rural areas, per annum for a period of 
five years or such extended period as the 
Central Government may specify in this 
behalf. The places where such additional 
branches are to be established shall be 
determined in accordance with any such 
programme as may be drawn up by the 
Central Government in consultation with 
the Reserve Bank and the Planning 
Commission from time to time and no 
such branch shall be closed without the 
previous approval of the Government.* " 

{The amendment also stood in the names 
of Sarvshri Rajnarain, G. Barbora, R. N. 
Jha, Godey Murahari, B. N. Mandal and 
Balkrishna Gupta) 

SHRI CHITTA BASU:  Madam. I move: 
57. "That at page 7, for lines 4 

to 14, the following be substituted na 
mely :— 

'{3) The Central Government shall 
appoint such persons as custodians who 
have not been a Chairman or a Director 
of any corresponding existing bank, on 
such emoluments as may be fixed by the 
Government within one month of the 
commencement of this Act: 

Provided that until the aforesaid 
appointment is made, the Chairman of the 
existing banks holding office as such 
immediately before the commencement of 
this Act, shall be the custodians of the 
corresponding new banks and they shall be 
associated by an officer of the Reserve Bank 
of India as a joint custodian." " (The 
amendment also stood in the name of Shri 
Pranab Kumar Mokherjee). 

SHRI      K.      P.       SUBRAMANIA 
MENON : Madam, I move : 

58. "That at page 7, for lines 4 
to 14, the following be substituted, 
namely:— 

'(3) The Custodians to be so 
appointed shall be persons who are 
economic or financial experts and who 
are publicly committed to anti-
monopolistic and anti-oligarchic policies 
and who are not financial or otherwise 
connected with big business.' " 

(The amendment also stood in the names of 
Sarvshri M. R. Venkataraman, G. Gopinathan 
Nair, Kesavan  (Thazava)* 

SHRI    GANESHI    LAL     CHAU-
DHARY: Madam, I move: 

59. "That at page 7, lines 6 to 
8, for the words 'the same emo 
luments as he was receiving imme 
diately before such commencement' 
the words 'the same emoluments or 
rupees two thousand whichever is 
less' be substituted." 
SHRI  DAHYABHAI  V.    PATEL: 

Madam, I move: 
61. "That at page 7, lines 15 aad 16 be 

deleted." 
(The amendment also stood in the names 
of Sarvshri M. K. Mohta, K. Sundaram, 
Lokanath Misra, Devi Singh and Ram 
Singh.) 
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DR.  BHAl  MAHAVIR:  Madam,  I move: 
62. "That at page 7, after line 16, the 

following proviso be inserted, namely:— 
'Provided that no custodian shall be 

removed from his office unless he has 
acted to the detriment of the interest of the 
bank.' " 

(The amendment also stood in the name of Shri 
J. P. Yadav.) 

The questions were proposed. 
4

 P.M. 
SHRI CHITTA BASU: Madam, my 

amendment relates to sub-clause (3) of clause 
10. In this sub-clause provision has been made 
for the appointment of Custodians. Without 
discussing it in detail, I would simply like to 
point out that my amendment provides for not 
appointing a person as Custodian who has been 
or is, a Chairman or a director of the existing 
bank, because I feel that if a public sector 
undertaking is to be run in the interest of the 
people, for which this particular legislation has 
been brought forward, only those persons should 
be allowed to head the organisation and run the 
organisation who are publicly committed to the 
philosophy of public sector. Therefore, if these 
directors or Chairmen of the existing banks are 
allowed to become the Custodians, that purpose 
will not be served. This is my first point. 

My second point is that if it is necessary for 
appointing Custodians merely as a stop-gap 
arrangement, then also these Custodians should 
not be allowed to work alone. They should not 
be given the entire responsibility. In order that 
they cannot manipulate, in order that they cannot 
cause harm to the public sector bank, an officer 
from the Reserve Bank of India should also be 
appointed as Co-Custodian or Joint-Custodian 
so that any mischief which might be done by the 
Custodian can be prevented. 

The third point is that in this Bill it has been 
provided that the emolu- 

 



 

SHRI DAHYABHAI V. PATEL: Madam, 
the amendment that I am moving is very 
simple. The Law Minister is generally careful 
in some matters. But I do not know why he 
has allowed this repetition. I would like the 
Law Minister to delete sub-clause (4) which 
says "The Custodian shall hold office during 
the pleasure of the Central Government." I 
thought it was mentioned in the earlier clause. 
If you read the earlier sub-clause, you will see 
: 

"Provided that the Central Government 
may. if the Chairman of an existing bank 
declines to become or to continue to 
function as, a custodian of a corresponding 
new bank, or if it is of opinion that it is 
necessary so to do, appoint any other 
person as the Custodian of a corresponding 
new bank and the Custodian so appointed 
shall receive such emoluments as the 
Central Government may specify in this 
behalf." 

I thought it is included in the previous sub-
clause. So it is utterly redundant and this is an 
extra clause put in here. Therefore, I move this 
amendment that this be deleted. 

DR. BHAI MAHAVIR: Madam, the 
amendment that I have suggested is regarding 
the removal of the Custodian : 

"Provided that no custodian shall be 
removed from his office unless he has acted 
to the detriment of the interest of the bank." 

In this connection, I would like the hon. Law 
Minister to indicate if this provision for 
appointment and continuance of the Custodian 
is meant only as an interim measure and 
ultimately the board of directors is to take 
over. If for a smooth change-over from the 
interim measure to a permanent arrangement 
this clause is there, then I will not press my 
amendment. But in case this is meant to be 
kept, I would like to suggest that such 
arbitrary and unlimited powers being taken by 
the Government for the removal of the 
Custodian    is    not    desirable.      There 
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ments of the Custodians would be as they are 
getting today. My amendment is that it should 
not be so. The emoluments that they should be 
allowed should also be determined by the 
Government. These are the three points of my 
amendment. 

SHRI K. P. SUBRAMANIA ME-NON : 
Madam, in addition to my earlier argument 
which related to this amendment, I would 
suggest that people who are appointed as 
Custodians of these banks should be against 
monoplists. They should not be creatures of 
the monopolists and the oligarchy in this 
country. Experience has shown that in many 
public sector undertakings, especially the 
financial institutions, the people who are put 
in charge of these institutions become the 
instruments, the engines by which these big 
monopolists enrich themselves. Therefore, !I 
would suggest that in running these banks the 
Government should see to it that such 
creatures of monopolists and the oligarchs do 
not have a chance to continue to manipulate 
the funds of the banks in order to enrich the 
monopolists and the oligarchs. 



 

[Dr. Bhai Mahavir] 

should be a qualifying clause that he would 
be removed only if he has acted in any 
manner to the detriment of the interests of 
ihe bank. Therefore, if this is an interim 
measure, I would not press my 
amendment—I would like a clarification on 
that—but if that is not so, then I would urge 
that my amendment may be accepted. 

SHRI P. GOV1NDA MENON: Madam, 
Custodian itself is an interim arrangement. 
As soon as the banks were taken over, so that 
there might be no dislocation, the existing 
Chairmen were made Custodians. If you go 
down to clause 13, you will see that a 
scheme is going to be made and placed be-
fore Parliament for constituting the board of 
directors, etc. So this is an interim measure 
and being an interim measure, all that has 
been stated with respect to the salaries, 
qualifications, etc., of the Custodians may 
kindly be withdrawn. 

Regarding   Mr.     Dahyabhai     Patel's 
accusation that sub-clause (4) is redundant,   
I   would   submit   that   it   is   not so.    The  
earlier  clause  is  to  provide that the existing 
Chairman may become Custodians.    Now it 
may be that    a Chairman  may refuse  to 
become    the Custodian.    Then power is 
given to the Central  Government to  appoint 
somebody else  as Custodian,  and  even  an 
existing Chairman may be removed by the  
Government  and not appointed as 
Custodian.    Then comes sub-clause (4). 
This is a  general clause that Government 
will have the power    to remove any 
Custodian if the need arises.    So Dr. 
Mahavir does not press his amendment 
because this  is  an interim measure.    Clause   
10(2)  specifies   the  persons who are 
appointed custodians and Clause  10(4) says 
that they shall hold office during the pleasure 
of the Government.     Regarding  the   
salaries    it would be too much to say that on 
one fine  morning you   should  reduce    the 
salaries of persons who have been running 
these banks for some time.    Regarding    
Mr.     Subramania       Menon's amendment 
also I would say that   the question  of the  
appointment  of custodians does not   arise   
because   it   is   a transitorv  measure.     
They  are  already there.    When   the  
scheme   comes     up for  discussion   I  
would  earnestly    request  honourable    
Members    of    the House to give the benefit 
of their views regarding   the  proper    way  
in    which these  barks   should   be   
managed   be- 

cause that will be the content of the scheme. 
In the circumstances I would request that all 
these amendments to Clause  10 may kindly 
be withdrawn. 

THE DEPUTY CHAIRMAN : What do 
you say Mr. Sinha? Are you pressing it? 

SHRI REWATI KANT SINHA": Yes, 
Madam. 

THE DEPUTY CHAIRMAN: The 
question is : 

56. "That at page 6, after line 43, the 
following be inserted, namely :— 

'(IA) Every corresponding new bank shall 
maintain as its branches, all branches of the 
existing bank which were in existence im-
mediately before the 19th July, 1969, and no 
such branch may be closed without the 
previous approval of the Central 
Government. 

(IB) Every corresponding new bank may 
establish branches at any place in or outside 
India in addition to the branches referred to in 
sub-section (2). 

(1C) Notwithstanding anything 
contained in sub-section (3) every 
corresponding new bank shall 
establish not less than fifty branch 
es, out of which about twenty- 
five branches shall be in rural 
areas, per annum for a period of 
I five     years     or     such     extended 
period as the Central Government may specify 
in this behalf. The places where such 
additional branches are to be established shall 
be determined in accordance with any such 
programme as may be drawn up by the 
Central Government in consultation with the 
Reserve Bank and the Planning Commission 
from time to time and no such branch shall be 
closed without the previous approval of the 
Government.' " 
The motion  was negatived. 

THE   DEPUTY   CHAIRMAN: The 
question  is : 

57. "That at page 7, for lines 4 to 14, the 
following be substituted, namely :— 
'(5) The Central Government shall appoint 
such persons as custodians   who   have  not  
been   a 
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Chairman or a Director of any 
corresponding existing bank, on such 
emoluments as may be fixed by the 
Government within one month of the 
commencement of (his Act. 

Provided that until the aforesaid 
appointment is made, the 'Chairman of 
the existing banks holding office as 
such immediately before the 
commencement of this Act, shall be the 
custodians of the corresponding new 
banks and they shall be associated by 
an officer of the Reserve Bank of India 
as a joint   custodian.' " 

The  motion  was negatived. 

THE   DEPUTY   CHAIRMAN : The 
question is : 

58.  "That at page 7, for lines 4 to  14, the 
following be    substituted ' mamely:— 

'(3) The Custodians to be so 
appointed shall be persons who are 
economic or financial experts and who 
are publicly committed to anti-
monopolistic and anti-oligarchic 
policies and who are not financially or 
otherwise connected with big business^' 
" 

The motion  was negatived. 

SHRI GANESHI LAL CHAU-TJHARY: 
Madam, I want to withdraw my amendment, 
No. 59. 

* Amendment No. 59 was, by leave, 
withdrawan. 

SHRI DAHYABHAI V. PATEL : 
Madam, I do not want to press my 
amendment. I just wanted to point out that it 
is redundant. So, I beg leave to withdraw my 
amendment, No. 61. 

*Amendment No. 61 was, by leave, 
withdrawn. 

DR. BHAI MAHAVIR: Madam, I hes 
leave to withdraw my amendment, 
No. 62. 

"'Amendment No. 62 was by leave 
withdrawn. 

THE DEPUTY CHAIRMAN : The 
question is : 

*For text of amendment 3242 vide col. 
Supra. 

"That Clause 10 stand part of the Bill." 
The motion was adopted. 

Clause 10 was added to the Bill. 
Clause 11—Corresponding new bank to 
be guided by the directions of the 
Central Government 

SHRI M.  K. MOHTA: Madam,    I move: 
63. "That at page 7, line 18, after 

the words 'be guided by' the words 
'business principles and' be inserted." 
SHRI  CHITTA  BASU:   Madam,   I move 

: 
64. "That at page 1, line 20 after 

the words 'the Reserve Bank', the 
words 'and the policy-making body or 
bodies which may be formed in the 
prescribed manner' be inserted." 
SHRI M. K.  MOHTA: Madam,    I move: 

65. "That at page 7, at the end 
of line 20, after the word 'give' the 
words 'in writing' be inserted." 

DR. BHAI MAHAVIR: Madam,    I move: 
66. "That at page 7, at the end of 

line 20, after the word 'give' the 
words 'subject, however, to the con 
dition that there shall be no interven 
tion in the day to day administra 
tion and affairs of the bank' be in 
serted." 
SHRI  DAHYABHAI   V.     PATEL: 

Madam,  I  move : 
67. "That at page 7, lines 21 to 

24 be deleted." 
SHRI   REWATI    KANT    SINHA: 

Madam, I move : 

68. "That at page 7, after line 24, 
the following be inserted, namely:— 

'(3) Every corresponding new bank shall 
utilise the additional deposits received by 
them over the deposits as on the 19th 
July, 1969, in lending to various sectors 
of the economy as per the proportions 
specified in this behalf by the Central 
Government and such proportion shall 
not be less than the under-noted 
percentage :— 

per cent 

Small-Scale industries           20 

AgrJculture-smaU farmers  .    40 Self-

employed   persons     .    10 
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[Shri Rewati Kant Sinha] 
(4) Notwithstanding anything 

contained in any law for the time being 
in force, the Central Government shall 
appoint a one man Tribunal with a 
person who is or has been or is qualified 
to be a judge of a High Court or the 
Supreme Court to go into complaints 
relating to cases of corruption in the 
sanctioning of advances or other 
facilities by the various authorities in the 
corresponding new banks, the minimum 
punishment for which shall be two years' 
imprisonment extending up to five 
years.' " 

The questions were proposed. 

SHRI M. K. MOHTA: Madam, on Clause 
16 there is only a very simple point tthat I 
have to make, namely, that the custodian of 
the bank must be a person who has got ten 
years of experience in the banking business. In 
case the present custodian either resigns or is 
removed due to any reason and a new 
custodian is appointed by the Government, ac-
cording to my amendment there must be a 
man with experience in the banking business. 
The only reason for this amendment is to 
avoid the appointment of anyone on political 
considerations... 

AN HON. MEMBER: On which clause are 
you speaking? 

THE DEPUTY CHAIRMAN:    Are 
you speaking on your amendments, 63 and 65, 
to Clause 11? You have moved amendments 
63 and 65 to Clause 11. 

SHRI M. K. MOHTA: I am sorry, Madam. 
I was mistaken. I shall speak on amendments 
63 and 65. 

The effect of amendments 63 would be that 
the discharging of banking functions by the 
authorities must be guided by business 
principles. As I had occasion to state earlier in 
respect of one of the amendments moved by 
me, the guiding principle which the 
authorities would apply in the exercise of 
powers in the day-to-day functioning of the 
banks, is not very clear, and the depositors are 
understandably worried about it. If principles 
other than strict business principles are ap-
plied, there is a very great danger of the 
money of the depositors being jeopardised.   
Therefore, I would appeal to 

the Government to accept this amendment 
which simply says that the functioning of the 
nationalised banks should be guided by 
business principles. 

The second amendment is also a very 
simple one. That is amendment 65. It says that 
the directions of the Central Government on 
policy matters must be given in writing. We 
do not want to have any confusion regarding 
this. We do not want to face a situation where 
the custodian will say that a direction was 
given by the Government and the Government 
spokesman will say that it was given. So, in 
order to obviate such a difficulty, all the 
directions must be in writing. 

SHRI   CHITTA    BASU:     Madam, mine 
is also a very    simple    one.    In Clause  11  it 
has been stated that the functions  of  these  
banks  will   be  discharged in accordance with 
the directions given by the Central Government 
in consultation  with the Governor of the 
Reserve Bank.    Madam,    in    the course of 
the discussion  on the    Bill certain basic 
questions were  raised as to the question of 
creditworthiness, as to the question of 
extending credit    to the different sectors of    
our    industry. Therefore,  many policy    
matters    are also involved in the matter of 
discharging  the  functions  of  the    
nationalised banks.    Therefore,  my simple  
amendment is here and that has also become 
necessary because we are  not provide ed with 
the entire scheme as contemplated   under  
Clause   13   which    says that there will  be  a 
scheme,  a comprehensive scheme   for the   
management of the nationalised banks.    
Therefore, I presume that under Clause 13 
there may be a certain scheme   which   may 
also provide  a  certain  policy-making body    
or    bodies.     My     amendment, therefore, at 
this stage is that consultation should be done 
not only with the Reserve  Bank   of  India  but  
also  with the   policy-making     body    or     
bodies which  may be formed under the con-
templated  scheme.    In   the  matter  of 
discharging these functions of the    na-
tionalised  banks  not  only  the  Reserve Bank 
but also  such   body   or   bodies should be 
consulted. 

DR. BHAI MAHAVIR: Madam, the 
amendment that I have moved is something 
which I hope it should be very easy for the 
Government to accept.    As it is, Clause 11(1) 
says— 

"Every corresponding    new    bank 
shall, in the discharge of its func- 
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tions, be guided by such directions in 
regard to matters of policy involving 
public interest as the Central Government 
may, after consultation with the Governor 
of the Reserve Bank, give." 

I only want that the words "subject, however, 
to the conditions that there shall be no 
intervention in the day to day administration 
and affairs of the bank" be inserted. If these 
words are inserted, the purpose of the clause 
or the intention with which the Government 
has put in this clause here is not going to be 
defeated or jeopardized in any way. If 
anything, it will only be clarified and it will 
be made sure that there will be no obstruction 
or there will be Ho undesirable difficulties 
created because of some bossy type of 
official who happens to be dealing with the 
affairs of the bank; simply for the sake of fun 
he may be giving petty instructions on small 
matter, that should be avoided and by 
accepting my amendment the Government 
will not be losing anything of the spirit in 
which this clause has been framed. In tact it 
will only clarify the purpose of the clause and 
its spirit will remain intact. Therefore, I hope 
the Government will be able to  accept this 
amendment. 

SHRI DAHYABHAI V. PATEL: Madam, 
I would like to delete part two of the clause 
because already so much power is 
concentrated in the hands of the Central 
Government, and the Central Government 
wants to decide everything in this matter, 
itself. As a matter of fact this measure and 
the subsequent measure that the Law 
Minister says he is going to bring forward in 
his connection, should be clear that no such 
provision should be necessary. On anything 
that remains where there is no decision, the 
sole decision will be that of the Central 
Government. I think that is not right and 
therefore, I object to this and I want this to 
be deleted. 

 

 
SHRI P. GOVINDA MENON: This clause 

11 is not a new clause. A similar one, exactly 
along the same lines, exists in the State Bank 
of India Act and nobody has objected to that 
till this day. Section 18 of the State Bank of 
India says : 

 
"In the discharge of its functions 

including those relating to a subsidiary bank, 
the State Bank shall be guided by such 
directions in matters of policy involving 
public interest as the Central Government 
may, in consultation with the Governor of 
the 



 

[Shri  P. Govinda  Menon] 
Reserve Bank and the Chairman of the 
State Bank give to it. All directions given 
by the Central Government shall be given 
through the Reserve Bank and if any 
question arises whether a direction relates 
to a matter of policy involving public 
interest, the decision of the Central 
Government thereon shall be final." 

This has been reproduced appropriately in 
clause 11. The points raised are, firstly, Mr. 
Mohta says after the words 'be guided by' the 
words 'business principles and' be inserted. I 
do not know how it comes there. A matter of 
policy alone is here. Mr. Basu wants to add : 
"and the policy-making body or bodies which 
may be formed in the prescribed manner". It is 
nowhere stated in the Bill that the policy-
making body is going to be formed. We may 
or may not form it. That is a different matter. 
Mr. Mohta wants the direction to be given in 
writing. I have not come across any direction 
given by a Government authority other than in 
writing. Mr. Patel wanted that the question 
about whether a matter pertains to policy or 
not to be deleted. It is not necessary, he said. 
It was found to be necessary in the State Bank 
of India Act not very long ago, in 1955, when 
most of you were here. 

Then Mr. Sinha wants a certain rigid 
formulation in the Bill as to how the additional 
deposits which are received after 19th July 
should be utilised. He wants 20% for small-
scale industries, 40% for farmers and 10% for 
unemployed persons. The difficulty is that in a 
Bill like this, we do not have such rigid 
formulations. We have declared our policy 
that it would be our endeavour to help people 
of this type. Secondly these banks are 
governed by the Banking Regulations Act and 
there are certain provisions in that that a 
certain percentage of the money alone can be 
lent out. That will apply to these banks also 
and they are good in the interests of the banks. 
So" to say that all additional deposits shall be 
utilised for this purpose is something which is 
impracticable, which will not be legal and 
which therefore I cannot accept. I would 
request all my friends to withdraw the 
amendments. 

THE    DEPUTY    CHAIRMAN:    I 
shall now put the amendments to vote. 

THE   DEPUTY   CHAIRMAN : The 
question is : 

63. "That at page 7, line 18, after 
the words 'be guided' by the words 
'business principles and' be in 
serted." 
The motion  was negatived. 

THE  DEPUTY CHAIRMAN :   The 
question is : 

64. "That at page 1, line 20 after 
the words 'the Reserve Bank', the 
words, 'and the policy-making body 
or bodies which may be formed in the 
prescribed manner' be inserted." 
The motion  was negatived. 
THE  DEPUTY   CHAIRMAN : The 

question is : 
65. "That at page 7, at the end 

of line 20, after the word 'give' the 
words 'in writing' be inserted." 
The motion  was negatived. 

THE   DEPUTY   CHAIRMAN: The 
question is : 

66. "That at page 7, at the end of 
line 20, after the word 'give' the 
words 'subject, however, to the con 
dition that there shall be no interven 
tion in the day to day administra 
tion and affairs of the bank' be in 
serted." 
The  motion  was  negatived. 

THE   DEPUTY   CHAIRMAN: The 
question is: 

67. "That at page 7, lines 21 to> 
24 be deleted." 
The motion was negatived. 

THE   DEPUTY   CHAIRMAN: The 
question  is : 

68. "That at page 7, after line 24, 
the following be inserted, namely :— 

'(5) Every corresponding new bank 
shall utilise the additional deposits 
received by them over the deposits as on 
the 19th July, 1969, in lending to various 
sectors of the economy as per the pro-
portions specified in this behalf by the 
Central Government and such 
proportions shall not be less than the 
under-noted percentage:— 

per cent 

Small-scale industries     20 

Agriculture—small  farmers   40 

Self-employed persons i0 
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(4) Notwithstanding anything 
contained in any law for the time being 
in force, the Central Government shall 
appoint a one-man Tribunal with a 
person who is or has been or is qualified 
to be a judge of a High Court or the 
Supreme Court to go into complaints 
relating to cases of corruption in the 
sanctioning of advances or other 
facilities by the various | authorities in 
the corresponding new banks, the 
minimum punishment for which be two 
years' imprisonment extending upto five 
years.'" 

The motion  was negatived. 

THE   DEPUTY   CHAIRMAN : The 
question is: 

"That clause 11 stand part of the Bill." 
The motion was adopted. 
Clause 11 was added to the Bill. 

Clause 12—Advisory Board to aid and advice 
the Custodian 

SHRI    DAHYABHAI  V.   PATEL: I beg 
to move: 

69. "That at page 7, line 30, after j the 
words  'the  Central  Government may' the    
words 'after    consultation with the 
Reserve   Bank of India'   be inserted." 

SHRI  REWATI   KANT  SINHA:  I 
beg to move: 

70. "That at page 7, line 35, after the 
word 'artisans' the words 'whose number 
shall not be less than half of the total 
strength' be inserted." 

SHRI  M.   R.    VENKATARAMAN 
(Tamil Nadu): I beg to move : 

71. "That at page 7, lines 36-37, 
after the words 'shall also consist of 
the words 'representatives of State 
Governments and' be inserted." 

SHRI     BALACHANDRAN       ME- 
NON : I beg to move: 

72. "That at page 7, after line 
38, the following proviso be insert 
ed, namely :— 

"Provided that the Advisory Board 
shall not include any Chairman   or   
Director   of   anv   exist- 

DR. BHAI  MAHAVIR:  I beg    to move: 

73. "That at page 7, after line 38, the 
following be inserted, namely:— 

'Provided that the Advisory Board 
shall include at least a member of 
Parliament, an economist, a chartered 
accountant, and a representative each of 
small-scale industry, agriculturists, em-
ployees and depositors : 

Provided further that no remuneration 
other than travelling and boarding 
expenses shall be paid to the members 
for attending Board meetings or 
performing other functions as Board 
members.' " 

The questions were proposed. 

SHRI DAHYABHAI V. PATEL: I need 
not repeat the arguments that I have given 
before. I would not like the Government to 
have the power to dissolve the Board so 
arbitrarily. It should be done in consultation 
with the Reserve Bank. That is a very simple 
amendment and I hope the Minister will see 
his way to accept it. I do not understand why 
in matters involving banking the Government 
is reluctant to take the advice of the Reserve 
Bank which is the custodian of financial and 
banking matters in this country. Why does he 
want to treat all this as a part of his 
Department and wants to order about things? 
All this is very wrong. Therefore " I have 
moved this amendment. 
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SHRI   M. R.   VENKATARAMAN : 
Madam, this is an amendment to subclause (2) 
of clause 12. In a sense this is a formula and I 
am inclined to think that the hon. Law 
Minister will be accepting it. This is in respect 
cf the composition of the Advisory Board and 
sub-clause 12.(2) lists out the types of persons 
who can be on the Advisory Board, such as 
employees of the bank, farmers, workers, 
artisans, etc. etc. I am adding only one more 
category. In sub-clause 12.(2) I am suggesting 
by my amendment that the words 
"representatives of State Governments" may 
also be added, and I think it is very 
appropriate that it should be so, and it is for 
two reasons. If we remember the set-up in 
India today, it is not one and the same party 
which is ruling at the Centre and in the States. 
That is one reason. Secondly, the State 
Governments also are playing a very 
important and substantial part in the operation 
of these banks, in the utilisation of these 
funds, and in respect of the very aim which this 
Bill has in view, namely, helping the common 
man. Particularly when many friends have 
already suggested utilisation of these funds foi 
agricultural purposes and the like, the presence 
of representatives of State Governments will 
obviously be a help. 

SHRI K. SUNDARAM : According to 
clause 12 it seems to me that this Advisory 
Board is only a temporary body and lasts until 
according to the next clause a scheme is 
prepared in consultation with the Reserve   
Bank   and 

such scheme is implemented. Now subclause 
12.(1) says : "There shall be an Advisory 
Board to aid and advise the Custodian in the 
discharge of his duties." But this sub-clause 
does not say who is going to appoint this 
Advisory Board, and the proviso only says 
that the Central Government might remove 
the Advisory Board. And the next sub-clause 
12.(2) says who will be on the Advisory 
Board—the categories of people who will be 
on the Advisory Board have been mentioned, 
and it is also mentioned that the Advisory 
Board "shall also consist of such other persons 
as the Central Government may, by 
notification in the Official Gazette, appoint. If 
the Central Government is going to appoint 
this Advisory Board now—after the take-
over—where is the necessity for the Central 
Government to dissolve this Board ? 
Therefore, if the Advisory Board appointed by 
the Government, if it is to be dissolved by the 
same Government, then there should be 
consultations with the Reserve Bank before its 
dissolution. 

SHRI BALACHANDRA MENON : My 
amendment is a very simple amendment and it 
says : "Provided that the Advisory Board shall 
not include any Chairman or Director of any 
existing bank." They should not be included. 
We have seen how most of these Directors 
and Chairmen have connections with 
monopoly houses, and they should not be 
allowed to continue and sabotage the activities 
of the new corresponding bank. Another 
thing; I am happy that the Government have 
felt that the representatives of bank employees, 
of farmers, workers and artisans and others 
should be on the Advisory Board. No doubt 
the representatives of bank employees must be 
there; others must also be there. But how will 
you find out who are the representatives of the 
workers when thousands of trade unions are 
there ? How will you find out who are the 
representatives of the artisans when lakhs and 
lakhs of artisans are there ? These are things 
which I would like to know; how will you 
find them out ? I would therefore suggest that 
at least the central organisations of the trade 
unions may be there, 

DR. BHAI MAHAVIR : Madam, I have 
suggested in this amendment that a Member 
of Parliament, an economist, a Chartered 
Accountant, and a representative of small-
scale industry in addition  to those  already  
provided    for 
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should be included.   I think, if a Member of 
Parliament is there, by his very presence   the   
spirit   of   the   accountability of these  banks 
to Parliament in the interests of the nation's 
welfare, that spirit would   be   observed in a   
better manner.    Similarly, there should be an 
economist  who  understands  the   impli-
cations of the  various policies.    From what 
the Bill provides in this respect, in the matter 
of representation in the Advisory  Board, we 
find that there   are depositors,   bank   
employees,   farmers, workers and artisans.   
It is all a change for  the  better.    But  along  
with  them people who know something of 
the lines in which the banks have to deal must 
be   there.    A   Chartered    Accountant 
would be able to detect in good time if there 
are any financial irregularities, or any 
loopholes which need to be check- ! ed.     
Similarly,  I  have  said  that  there should be 
a representative of small-scale i industry.     
Much  has  been   said   about i the need to 
help small men, about the need to promote 
small-scale industry in this country.    If a 
representative of the • small-scale   industry   
were    kept,    only < then we would be able to 
know whether the purpose for which this 
nationalisation is alleged to be done, that is 
being observed   or not.    For   all   we know, 
the previous steps, they have not "been  able 
to help the small-scale   industry in any large 
measure.   Therefore, it is in the spirit of the 
Bill itself, as it is claimed to be, that I am 
suggesting this,  and  the  three  earlier  
suggestions, about a Member of Parliament, 
an economist   and   a   Chartered   
Accountant, i these are for the proper 
functioning and j for providing skilful help in 
the matter , of guiding the banks.   Therefore I 
hope ' it should   be possible  for the Govern-
ment to accept this amendment. 

Lastly, Madam, the second part of my 
amendment is that the members of this 
Board should not be paid remuneration 
beyond the actual expenses of travelling and 
boarding. For this I need not say much in 
the form of arguments. I think it would be a 
healthy practice in the interests of the 
society and the nation if the members of the 
Board accept to do their duties by merely 
charging for the actual expenses incurred. 

SHRI P. GOVINDA MENON : Like 
the Custodian the Advisory Board also is a 
transitory thing. Because the banks are now 
in the hands of Custodians and "because 
there are no Boards of Directors to carry on 
the work of the banks, 

it was thought that Advisory Boards should 
be appointed for the transitional period. And 
with respect to that Advisory Board I do not 
think so much of controversy should be there. 
We have made it a very flexible thing. "The 
Advisory Board shall consist of representatives 
of the following, namely, the depositors. . . we 
have not said "how many. . . of the 
corresponding new bank, employees of such 
bank, farmers, workers and artisans," . . . "and 
shall also consist of such other persons as the 
Central Government may, by notification in 
the Official Gazette, appoint." AH that I can 
say is that the suggestions made here with 
respect to the various categories who should 
go into the Advisory Board will be kept in 
mind when these nominations are made by the 
Central Government "of such other persons". 
I do not think a Member of Parliament is a 
necessary constituent of the Advisory Board 
to be constituted here, because the burden of 
all the speeches from certain sections of the 
House has been that politics should not be 
allowed to interfere with the working of these 
banks. 

DR. BHAI MAHAVIR : One suggestion 
has been accepted from the House and we 
feel happy. 

SHRI P. GOVINDA MENON : No 
politics. Let us not be there. Let them be 
persons with banking experience, etc. That 
being so and this being a transitory measure I 
would humbly request the friends who have 
moved the amendments to withdraw them. 

AN HON. MEMBER : What about State 
Governments? 

SHRI P. GOVINDA MENON : Regarding 
State Governments also this argument will all 
the more be applicable. There are 16 States 
now in India and if at least one representative 
of each State is there this Advisory Board is 
likely to be a Parliament. 

* Amendment No. 69 was, by leave, 
withdrawn. 

THE DEPUTY CHAIRMAN : The 
question is : 

70. "That at page 7, line 35, after the 
word 'artisans' the words 'whose number 
shall not be less than half of the total 
strength' be inserted." 
The   motion   was   negatived. 

"For text of amendment, vide col. 3257 
supra. 
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THE  DEPUTY CHAIRMAN :   The 
question is : 

71. "That at page 7, lines 36-37, after 
the words 'shall also consist of the words 
'representatives of State Governments and' 
be inserted." 
The motion was negatived. 

* Amendment No. 72 was, by   leave, 
withdrawn. 

THE DEPUTY   CHAIRMAN : The 
question is : 

73. "That at page 7, after line 38, 
the following be inserted; namely :— 

'Provided that the Advisory Board 
shall include at least a member of 
Parliament, an economist, a chartered 
accountant, and a representative each of 
small-scale industry, agriculturists, 
employees and depositors : 

Provided further that no re-
muneration other than travelling and 
boarding expenses shall be paid to the 
members for attending Board 
meetings or performing other 
functions as Board members. '" 

The motion was negatived. 

THE  DEPUTY CHAIRMAN :   The 
question is : 

"That clause 12 stand part of the Bill." 

The motion was adopted. 
Clause  12 was added to the Bill. 

Clause   13—Power of Central  Government 
to make Scheme. 

SHRI    BANKA    BEHARY    DAS : 
Madam, I move : 

74. "That at page 7, line 47, for 
the words 'fifteen crores' the words 
'ten crores' be substituted." 

SHRI    REWATI    KANT   SINHA : 
Madam, I move : 

75. "That at page 7, line 48, after 
the word 'Directors' the words 'which 
shall  also  include   representatives  of 

*For text   of amendment, vide   col. 3257 
supra. 

bank employees, farmers, workers, and 
artisans whose number shall not be less 
than half of the total strength* be inserted." 

SHRI       TARKESHWAR     PANDE 
(Uttar Pradesh) :   Madam, I move : 

77. "That at page 7, after line 51, 
the following proviso be inserted, 
namely :— 

'Provided that one-third of the 
Directors shall be appointed from loanee 
farmers and landless farmers.' " 

118. "That at page 8, after line 17, the 
following be inserted, namely :— 

'(5) The Central Government may, 
after consultation with the Reserve Bank 
of India, make a scheme to provide 
credit facilities-to the farmers and 
landless farmers to the extent of thirty 
per cent and twenty per cent 
respectively, of the total available 
resources of the corresponding new 
banks.'" 

SHRI      K.      P.      SUBRAMANIA 
MENON :   Madam,  I  move : 

78. "That at page 8, at the end 
of line 14, after the word, brackets 
and figure 'sub-section (i)' the words 
'and also representatives of the State 
Governments' be inserted." 

DR. BHAI MAHAVIR :  Madam,   I move 
: 

79. "That at page 8, after line 17, 
the following be inserted, namely :— 

'Provided that the Board of Directors 
shall include at least a Member of 
Parliament, an economist, a chartered 
accountant,, and a representative each of 
small-scale industry, agriculturists, em-
ployees and depositors: 

Provided further that no re-
muneration, other than travelling and 
boarding expenses, shall be paid to 
the members for attending Board 
meetings or performing other 
functions as Board members.'" 

SHRI      GANESHI    LAL    CHAU-
DHARY :  Madam, I move : 

117. "That at page 8, line 12, for the 
words 'workers and artisans' the words 
'workers, artisans and persons 
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belonging   to   Scheduled   Castes'    be 
substituted." 
The questions were proposed. 

SHRI BANKA BEHARY DAS : 
Madam, before I speak on the amendment 
which relates to the scheme that the Central 
Government will prepare I want to point out 
to you particularly how in this House we are 
being misled. In connection with foreign 
banks which I advocated to be taken over, 
the Minister gave an impression that be-
cause of reciprocal arrangement it will be 
difficult for our banks to function if they are 
in the nationalised sector. I have got here the 
Reserve Bank of India Report in which we 
find that in the United Kingdom in London 
we have a branch of the State Bank of India. 
Our trading relations with the United King-
dom is much more than any other country. 
So this argument does not hold good at all 
and by speaking like that practically he has 
misled the House. 

Secondly, as you know excepting U.K. and 
Japan in no developed country I have we any 
banking institution and all our banking 
institutions in foreign countries have less to do 
with trade. We see how in West Germany, 
France and America we have no banking 
institutions of our own. Wherever we have our 
banks like Fiji Islands or Hong Kong or 
Kanya or Malaysia it is more because of 
Indian nationals there. So that argument has 
never been advanced. Up till now arguments 
were being advanced that the branches of 
foreign banks in our country help imports and 
exports trade and therefore they are excluded. 
But there are 50 branches of the National & 
Grindlay's Bank in this country. So all these 
arguments have no basis. I can understand if 
the Government of India decides that foreign 
banks should not be nationalised. I can 
understand that but to give arguments which 
have no relevance at all to facts that exist 
today  is not proper. 

Now, I come to my amendment proper. 
This clause 13 is very important. The 
Government of India will prepare a scheme 
to run these fourteen nationalised banks. 
And here they have said that the capital 
structure of the corresponding new banks 
may go up to Rs. 15 crores. I want that it 
should be reduced to Rs. 10 crores and I just 
want to tell you why I want to do that. If 
you see the State Bank of India, not its 
subsidiaries, then you will find its paid-up 
capital is only Rs. 5 crores and 

62 lakhs and it controls 20 per cent of the 
deposits of the country according to the 
Reserve Bank of India Report. That means the 
total deposits of all the banking institutions 
including the nationalised banks, private 
banks, scheduled and non-scheduled banks 
that are operating here come to about Rs. 
3,962 crores and the State Bank of India, the 
No. 1 bank with a paid-up capital of Rs. 5.62 
crores is dealing with deposits, to the extent of 
Rs. 786 crores which is about 20 per cent of 
the total deposits and if you take into account 
the other seven subsidiaries of the State Bank 
of India which has a paid-up capital of less 
than Rs. 5 crores, they deal with about another 
20 per cent of the deposits of the country. That 
means the State Bank of India and its 
subsidiaries having a paid-up capital of less 
than Rs. 11 crores deal with more than 40 per 
cent of the deposits of the country. So' I do not 
understand why they have wanted it to be Rs. 
15 crores while the State Bank of India with 
Rs. 5 crores. of paid-up capital can deal with 
20 per cent of the deposits. We all accept that 
because of some maladies in the public sector 
industries there should be a healthy 
competition among public sector industries. In 
the case of Hindustan Steel you know how 
many times we have toyed with the idea of 
having one corporation, then making it into 
three,, then giving autonomous powers and all 
that. All Kinds of arguments have been 
advanced and criticisms have been levelled. 
When the Government takes over these banks 
instead of making them one corporation if they 
make 3, 4 or 5 corporations there will be a 
healthy competition between the different 
banks in the nationalised sector so that not 
only the depositors will be benefited but the 
country will also be benefited and in addition 
to that there will be a sort of decentralisation in 
the functioning of these banks. These Rs. 15 
crores may handle about 60 per cent of the 
deposits of the country and so our purpose will 
not be served. That is why I plead' with the 
Government that if you want the nationalised 
banking institutions to function properly there 
must be healthy competition amongst 
themselves so that the clients, the depositors 
and the country will be benefited. Probably we 
can enlarge these banks, make them a little 
bigger but they should not be so big that there 
will be absolute monopoly which also has 
been criticised so much. Everywhere in the 
world wherever public sector has been 
developed' there is competition.   Even in the 
Soviet 
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Union and other countries there is competition 
between similar types of industry so that each 
tries to develop and serve the economy in a 
better way. If there are only one or two banks 
there is the danger that the economy may not be 
properly served and if there is some mistake 
committed the entire economy will be damaged. 

THE DEPUTY CHAIRMAN : That will do 
now. 

SHRI BANKA BEHARY DAS : That is why 
I wanted to quote these figures to show that the 
paid-up capital as such is an insignificant matter 
in the banking institutions. The State Bank of 
India, the No. 1 Bank—excluding its 
subsidiaries—having a little more than Rs. 5 
crores can handle so much; not only that but 
from the point of view of profitability also you 
will find from the Report of the Reserve Bank 
of India that the State Bank of India gave 23 per 
cent divident in 1967 whereas none of these 14 
banks has declared 23 per cent dividend in 1967 
whereas been 22 per cent or 20 per cent or be-
low that. So from this point of view also this is 
important. I know they will not accept this 
amendment at this stage. Even if they have Rs. 
15 crores the scheme should be drawn up in 
such a way that the banking institutions will 
function in a healthy atmosphere even in the 
public sector so that the depositors will be 
benefited, the clients will be benefited and the 
national economy will prosper. 
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SHRI   R.   T.    PARTHASARATHY 
(Tamil Nadu) : Madam, history teaches us 
courage, but the courageous decision of the 
Prime Minister has made history and hence the 
legislation that is before us will have to be 
very carefully worked out. We have got to 
realise the utilitarian objectives of this piece of 
legislation. The heart of the Bill is in clause 13 
and we should make sure as to how the 
Government is going to work the scheme 
under it. If there should be any failure on the 
part of the Government in any manner, the 
entire purpose of the legislation will be set at 
nought. That is why I would very much like to 
appeal to the Government to be very careful, 
judging the sense of the House and the 
virtually-unanimous support that it has 
received in this House. When they are going to 
formulite the scheme and put it before the 
people of this country, in that I would very 
much like to see that a large part of the 
reserves of these nationalised banks goes to the 
agricultural sector and if they do not do that, I 
am afraid the Bill would have lost its purpose. 

Secondly, I would like to refer to the point 
raised by my distinguished friend, Mr. Banka 
Behary Das. He made a pointed reference, 
under this particular clause 13, to the public 
and private sector. 
5 P.M. 

Madam Deputy Chairman, if you would 
look to the industrial recession during the past 
two years, the point was minus 9 per cent the 
year before last and it was plus 12 per cent 
last year. That means that in the course of 24 
months we have recouped our position to the 
point of 21 per cent in all. What was the part 
played by the banks that are nationalised in 
bringing about the industrial growth from a 
point of recession to a point of growth ? The 
Government should very carefully 

consider that there must be an equitable 
distribution of loans to the industrial 
concerns, maintaining at the same time that 
there should not be concentration of economic 
power. If the scheme were to be worked out in 
that particular direction, 1 am sure the Bank 
Nationalisation Bill will have received ac-
clamation throughout the length and breadth 
of the country. 

SHRI      K.       P.      SUBRAMANIA 
MENON : Madam, earlier the Minister said 
that the Advisory Board was a temporary 
affair. That is why he is not very serious about 
including State Government representatives 
on it. This clause relates to the Board of 
Directors, and naturally he should say that a 
State Government representative should be 
there on the Board of Directors. 

[THE VICE-CHAIRMAN    (SHRI    M.    P 
BHARGAVA) in the Chair]. 

It is said that if all the 14 banks have to have 
State Government directors, then the 16 State 
Government directors should be there. I would 
like to submit that it is not necessary that 
every bank should have a representative of 
every State. As a matter of fact if we take 
most of the banks, say, for example, the 
Syndicate Bank, the Canara Bank, the Indian 
Bank or the Indian Overseas Bank, which 
mainly work in the South with a few branches 
all over India, the four State Governments in 
the South can be represented on the Board of 
Directors of these banks. Similarly in the case 
of the Central Bank or the Bank of India the 
Western States can be associated with the 
Board of Directors. Similarly in the case of 
the United Commercial Bank, the Eastern 
States can be associated. We can avoid 
duplication of all the States getting on the 
Board of Directors of all the banks. 

Secondly, I do not like the idea that a State 
Government representative should come 
under the clause "and such other 
representatives as the Central Government 
may direct". I should consider that it will be a 
slur on the State Governments to have their 
representative at the will and pleasure of the 
Central Government. They should be there by 
right provided in this Bill. The Board of 
Directors is obviously a permanent feature 
unlike the Advisory Board. I would request 
the Government to agree to this suggestion. 

DR. BHAI MAHAVIR : Sir, as was 
pointed out by the previous speaker. . . 
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PANDIT S. S. N. TANKHA (Uttar Pradesh) : 
Sir, I think his amendment is barred. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : Why should it be barred ? 

PANDIT S. S. N. TANKHA : Because 
amendment No. 73 was the same as the present 
amendment, exactly in the same words. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : It is not the same. There is a 
little difference. 

DR.  BHAI  MAHAVIR :   The  difference is 
which was pointed out by the hon. Law 
Minister, that that related to the Advisory Board 
and this relates to the Board  of Directors,    
Actually  the point is when we spoke about the 
earlier amendment, the only answer which the 
Law Minister gave was that it was an interim 
arrangement, a temporary affair, and therefore 
there was no point in accepting  the  suggestion  
that  was   being made.    Now it would have   
been   unnecessary as I was going to say if he 
had  not  taken  that line or if he had argued on 
the merits of the amendments which were  
proposed.    Here   it   is   a question   of   a   
permanent   arrangement which they visualise, a 
Board of Directors  which  is  going to  be set 
up for looking after the various banks.   Here 
the suggestion which I gave was about 
including a Member of Parliament,  an 
economist,  a chartered accountant, and a   
representative of the small-scale  industry, etc.    
The   hon.   Law   Minister stated  that   
politicians   should   be   kept apart.   His bona 
fides are disproved beyond doubt by the 
reported news   that Mr. C. Subramaniam is 
being appointed on this.    I hope he will agree 
that by any definition he can be termed a poli-
tician . . . 

AN HON. MEMBER : An arch politician. 

DR. BHAI MAHAVIR : ... an arch 
politician, and if he is going to be accepted, 
then the very argument he was giving here that 
we should keep the politician apart, the bottom 
is knocked out of that argument. 

One thing more which might look like a 
little digression. When you make a permanent 
arrangement as you say about the 
representatives of the employees and all 
others being taken, I would ask the 

hon. Law Minister if he can make a 
commitment. In the permanent arrangement 
that the Government have made in the State 
Bank of India, will he be prepared to take a 
representative of the employees on the 
Board of Directors there in keeping with the 
spirit in which this is being proposed ? If he 
is able to make that announcement, I hope 
that will give a great feeling of confidence 
to the employees as well as to the people at 
large that the Government means what it 
says and is not merely hoodwinking the 
people. 

SHRI BANKA BEHARY DAS : If you 
avoid politicians, you may bring politics of 
the unpolitical, as the Prime Minister said. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : Shri Ganesh! Lai 
Chaudhary. 
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ches are working there, if we nationalise the 
banks belonging to those countries, you should 
consider what would happen to our banking 
concerns. That is what I have to say. 

Regarding Mr. Sinha's amendment, I would 
say that he wants his amendment at page 7. But 
what he actually wants is at page 8. I read—"The 
Board of Directors shall contain certain represen-
tatives of certain categories," etc. The only 
difference is that he wants a rigid formulation that 
a certain percentage should be there. That kind of 
rigid formulation is not possible. Sub-clause (3) 
is there. 

SHRI RAJNARAIN : Why is it not possible ? 

SHRI P. GOVINDA MENON :  We 
do not generally have such rigid formulations. 

Regarding Mr. Pande's amendment, I can give 
an assurance to him and to my friend here who 
supported him that the object of the Government 
is to give greater and greater credit facilities to 
farmers and agriculturists. But Mr. Pande in his 
amendment has stated that among the directors 
there should be the loanees, that is, those farmers 
who have-taken loans should be in the Board of 
Directors. That is against all banking principles. 
We will have representatives of farmers in the 
Boards and credit wilF be available in substantial 
measure to the farmers. The Prime Minister also 
has said that. 

Then comes the amendment of Mr. 
Subramania Menon. On the previous occasion I 
just wanted to cross over to clause 13 because 
clause 12 is a transitory measure. Now, I 
sincerely believe-that the representatives of the 
State Governments as such may not have a place 
or need not have a place in the Board of Directors 
of these nationalised banks. The interest of the 
States will be well looked after by the 
nationalised banks because if you would look 
into the records, you will see that whenever a 
State Government floated a loan, these banks had 
always taken care to see that. the loans were 
fully subscribed by taking large shares of the 
loans. And the State Governments will certainly 
have a good deal of influence also in the 
formulation of the policy, particularly in the 
nature of the composition of Parliament which 
we are having here. 

Then regarding Dr. Bhai Mahavir's 
amendment, I think it is chartered accountants . . 
. 

SHRI P. GOVINDA MENON : Mr. 
Vice-Chairman, Sir, to take the amendments 
in the sequence in which they were moved, 
I would, first of all, refer to Mr, Banka 
Behary Dass's amendment. Now, the 
provision in the Bill is that — 

"the capital structure of the corres-
ponding new bank, so however that the 
paid-up capital of any such bank shall not 
be in excess of rupees fifteen crores." 

He wants to substitute Rs. 10 crores there. I 
think it is not necessary because fifteen 
crores is the maximum that has been fixed. It 
may be that one or the other of these banks 
may grow into a giant and we may have to 
go up to Rs. .15 crores. It does not prevent 
us from having a capital of five or three or 
six crores, as the case may be. So, since it is 
only a maximum that has been fixed, I 
would request him not to press his 
amendment. 

Regarding the branch of the State Bank 
of India in the United Kingdom, etc. what I 
meant was, when our bran- 



 

SHRI BANKA BEHARY DAS : His 
amedments are about Mr. Subra-maniam.    
They are nothing else. 

SHRI P. GOVINDA MENON : I am 
going to the next one. 

SHRI BANKA BEHARY DAS : He 
said, where Mr. Subramaniam is being taken;  
he  is  a politician. 

SHRI P. GOVINDA MENON : I am 
coming to that. That was not his amendment. I 
do not attribute such silliness to him. 

DR. BHAI MAHAVIR : 'Silly' is the word 
used for Mr. Subramaniam or for the subject 
of his being appointed. 

SHRI  P.   GOVINDA  MENON :     I 
do not attribute it to you. That is what I said 
because while moving the amendment, he said 
that he heard that Mr. C. Subramaniam is 
going to be appointed to some post.   I do not 
know. 

DR. BHAI MAHAVIR : It is in the press. 

SHRI    P.     GOVINDA    MENON : 
What is there ? AH that you see in the press 
you state here. 

Sir, in his amendment he wants a Member 
of Parliament in the Board of Directors of each 
of these banks. I do not agree. Then, he says 
about economists. Economists will be there. 
When Government appoints the members of 
the Board of Directors, there will be persons 
who know something about banking and 
economy. The chartered accountants wij' be 
requisitioned for auditing the balance sheets 
of these banks, etc. May be, a chartered 
accountant is in the Board of Directors also, as 
stated elsewhere. A chartered accountant is 
there, I think, on the Board of Directors of the 
Reserve Bank and that was done without any 
legislation in that respect. Then employees, 
depositors, etc. are referred to in this clause. 

DR. BHAI MAHAVIR : Small scale 
industries. 

SHRI P. GOVINDA MENON : Small scale 
industries will also be there. About the 
employees, depositors, etc. we are making a 
departure. Otherwise . . . 

DR.   BHAI   MAHAVIR:   Do   you 
accept the proposal that the representatives of 
the small scale industries should be there. 
8-25 R.S./69 

SHRI P. GOVINDA MENON : I do accept 
that it would be advisable to have 
representatives of the small scale industries. 
But I do not think this amendment is 
necessary. It is not provided; several things 
are not provided. 

My friend here wanted Scheduled Castes 
also to be there. I do not think that it is a 
matter to be provided in the Bill. We will 
certainly have Scheduled Castes who may be 
available and who are competent on the Board 
of Directors. If a member of the Scheduled 
Caste could draft our Constitution, and get it 
passed, why should we think that the members 
of the Scheduled Castes will not be available 
to run the banks ? But we do not provide these 
things in the Bill here. That being so, I would 
request every one of the movers of the 
amendments to withdraw the amendments. 

DR. BHAI MAHAVIR : Would you say 
something about having a representative of the 
employees on the Board of Directors of the 
State Bank that is under Government ? 

SHRI P. GOVINDA MENON : It is 
already there. 

DR. BHAI MAHAVIR : The State Bank is 
not provided . . . 

SHRI P. GOVINDA MENON :     I 
am not moving a Bill on the State Bank. I 
need not give any assurance regarding 
anything other than on the subject-matter. 

THE VICE-CHAIRMAN (SHRI M. P.  
BHARGAVA) :   The question is : 

"74. That at page 7, line 47, for the 
words 'fifteen crores' the words 'ten crores' 
be substituted." 
The motion was negatived. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : The question is : 

"75. "That at page 7, line 48, after the 
word 'Directors' the words 'which shall also 
include representatives of bank employees, 
farmers, workers and artisans whose 
number shall not be less than half of the 
total strength* be inserted." 
The motion was negatived. 
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'Amendment No. 77 was, by leave, 
withdrawn. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : The question is : 

78. "That at page 8, at the end of 
line 14, after the word, brackets and 
figure 'sub-section (1)' the words 'and 
also representatives of the State Gov 
ernments' be inserted." 
The motion was negatived. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : The question is : 

79. "That at page 8, after line 17, 
the following be inserted, namely :— 

'Provided that the Board of Directors 
shall include at least a Member of 
Parliament, an economist, a chartered 
accountant, and a representative each of 
small-scale industry, agriculturists, em-
ployees and depositors : 

Provided further that no re-
muneration, other than travelling and 
boarding expenses shall be paid to the 
members for attending Board meetings 
or performing other functions as Board 
members.'" 

The motion was negatived. 

SHRI GANESHI LAL CHAU-DHARY: In 
view of the assurance given by the hon. 
Minister. I withdraw my amendment. 

^Amendment No. 117 was, by leave, 
withdrawn. 

 
tAmendment No. 118 was, by leave, 

withdrawn. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) :  The  question is : 

"That clause 13 stand part of the Bill." 

The motion was adopted. Clause 13 
was added to the Bill. 

♦For text of amendment, vide col. 3264 
supra. 

fFor text of amendment, vide col. 3264   
supra. 

+For text of amendment vide ccl. 3264-65 
supra. 

Clause   14—Closure   of   accounts   and 
disposal of profits 

DR.    BHAI    MAHAVIR:    Sir,    I move 
: 

80. "That at page 8, after line 23, 
the following' be inserted, namely :— 

'(1A) The new banks shall at the end 
of every financial year prepare an 
Annual Report, which shall be placed 
before each House of Parliament; and 
such Report shall, besides the usual 
matters normally included in the Report 
of the Board of Directors, indicate how 
their activities have assisted industrial 
and economic growth tq the country, and 
give statistics about the number and 
amount of loan applications which have 
been rejected during the year and the 
reasons for such rejection.'" 
81. "That at page 8. after line 27, 

the following proviso be inserted, 
namely:— 

'Provided that no person or firm shall 
be appointed auditor of more than one 
new bank or more than ten branches or 
offices of the new banks.'" 
82. "That at page 9, line 11. after 

the word 'account' the words 'stating 
reasons for decrease in deposits, pro 
fits and other business of the bank, 
if any* be inserted." 
The questions were proposed. 
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and persistence with which Dr. Mahavir is trying 
to stall the progress of this Bill at this stage. 

DR. BHAI MAHAVIR :   We know 
that you are. going to pass it. 

SHRI P. GOVINDA MENON : I refuse to 
concede that there would be anything different in 
these 14 nationalised banks from other banks 
and that they should be treated in a different 
manner with respect to audit, etc. All that he 
wants in his three amendments can be brought by 
appropriate measures before the Government in 
Parliament. For example, the last sentence in 
clause 14 is:— 

"a corresponding new bank shall transfer the 
balance of profits to the Central Government." 

That being so, it is always open to a Member of 
Parliament to put the question : What is the 
amount of profit which has been transferred 
from bank A, from bank B, from bank C etc. 
And if the amounts are small, a question can be 
asked why they are small, and therein will come 
the question of contraction in deposits, if any . . . 

DR. BHAI MAHAVIR : Excuse me for this 
interruption. Even now we keep on asking and 
we are continuously being told of the losses we 
suffer, for example, in the various projects. But, 
then, after learning of it how are we able to stop 
them ? 

SHRI P. GOVINDA MENON : You 
asked about profits of the nationalised banks. I 
am here on the question of banks and not 
projects. Then, Sir, he says so many auditors 
shall not be given so much work. Sir, this is not 
a Bill intended to regulate the distribution of 
work among auditors. This is a Bill with respect 
to these 14 nationalised banks. If you want to 
have a provision under which auditors will not 
get too much of work, then bring another Bill in 
order to regulate the distribution of work 
between auditors if the Government are 
favouring certain auditors and giving them too 
many banks to be audited. That is a matter 
which can also be raised in Parliament. I think it 
would be disfiguring this Bill if this amendment 
that no person or firm shall be appointed auditor 
of more than one branch or more than ten 
branches of the new banks etc. If amendments 
such as these are adopted and incorporated in 
this Bill, that would be a disfigurement 



 

of this Bill.    I am not in a position to accept 
this amendment. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : I put all the three 
amendments to vote. 

The question is : 

80. "That at page 8, after line 23, 
the following be inserted, namely :— 

'(1A) The new banks shall at the end 
of every financial year prepare an 
Annual Report, which shall be placed 
before each House of Parliament; and 
such Report shall, besides the usual 
matters normally included in the Report 
of the Board of Directors, indicate how 
their activities have assisted industrial 
and economic growth in the country, and 
give statistics about the number and 
amount of loan applications which have 
been rejected during the year and the 
reasons for such rejection.'" 

THE VICE-CHAIRMAN (SHRI M. The 
motion was negatived. 

P. BHARGAVA) : The question is : 

81. "That at page 8, after line 27, 
the following proviso be inserted, 
namely :— 

'Provided that no person or firm shall 
be appointed auditor of more than one 
new bank or more than ten branches or 
offices of the new banks.'" 

The motion was negatived. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : The question is : 

82. "That at page 9, line 11, after 
the word 'account' the words 'stating 
reasons for decrease in deposits, pro 
fits and other business of the bank, 
if any' be inserted." 

The motion was negatived. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : The question is : 

"That clause 14 stand part of the Bill." 

The motion was adopted. 

Clause    15—Removal   from   office   of 
directors, etc. SHRI   DAHYABHAI   V.   
PATEL: Sir, I move : 

83. "That at page 9, for line 45, the 
following be substituted,  namely :— 

'(a) carry on any business including 
the business of banking in India with 
deposit not exceeding rupees forty-nine 
and half crores.' 
86. "That at page 10, after line 19, the 

following provisos be inserted, namely :— 
'Provided that if within one year from 

the commencement of this Act any 
officer or employee of an existing bank 
wishes to resign from the service of the 
corresponding new bank, he shall be at 
liberty to do so and upon such 
resignation he shall be paid in full all 
such retirement benefits by the 
corresponding new bank as would have 
been payable to him by the existing bank 
on the basis of continuity of service and 
without any deduction whatsoever in 
respect of any short-fall in the total 
period of continuous service required for 
qualifying for such benefits : 

Provided further that the com-
pensation, if any. payable to an officer 
or other employee under the Industrial 
Disputes Act, 1947, or under any 
other law for the time being in force 
in respect of the transfer of his 
services from an existing bank to the 
corresponding new bank shall be paid 
to him by the corresponding new bank 
and such payment shall not be 
deducted from the compensation 
payable under this Act to the existing 
bank.' " 

(The   amendments   also   stood in   the 
names   of   Sarvshri M. K. Mohta,   K. 
Sundaram, Lokanath Misra, Devi Singh 
and Ram Singh.) 

DR. BHAI MAHAVIR : Sir, I beg to move 
: 

84. "That at page 10, line 17, after 
the word 'terminated' the words 'in 
terms of the rules and regulations of 
the bank' be inserted." 

88. "That at page 10, after line 19, the 
following proviso be inserted, namely :— 

'Provided that their remuneration and 
terms and conditions of service shall not 
be altered to their detriment without 
their consent.'" 
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SHRI R. N. JHA (Bihar) : Sir, I beg to 
move : 

85. "That at page 10, line 18, after the 
word 'altered' the words 'to their advantage' 
be inserted." 

89. "That at page 10, lines 25 to 
31 be deleted." 

SHRI CHITTA BASU :  Sir, I   beg 
to move : 

87. "That at page 10. after line 19, the 
following proviso be inserted, namely :— 

'Provided that the existing terms and 
conditions of their services shall not be 
prejudiced in any way.'" 
90. "That at page 10, lines 28-29, 

the words 'or any other employee' 
be deleted." 
The questions were proposed. 

SHRI K. SUNDARAM :  Mr. Vice-
Chairman,  my  amendment is : 

"That at page 9, for line 45, the 
following be substituted, namely :— 

'carry on any business including the 
business of banking in India with 
deposits not exceeding rupees forty-nine 
and half crores.' " 

This clause deals with the functions that are to 
be carried on by the banks after their take-
over. They are allowed to register transfer of 
shares. They are allowed to arrive at 
agreements with the Government. They are 
allowed to distribute the cash received or the 
amount of compensation received to their 
shareholders. And some of the banks are 
allowed to carry on the business of banking in 
other countries. Therefore, they are not 
allowed to carry on banking business only in 
this country. Now, there are 40-odd banks 
which have got deposits of less than Rs. 50 
crores. They are allowed to function in this 
country itself. I do not see why these 14 
banks, after the take-over of their share capital 
and their deposits, should not be allowed to 
function in this country as banking institutions 
within the limits already accepted and allowed 
by the Government. Therefore, the 
amendment I have proposed is to allow these 
14 banks to continue to function as banks 
within the limits accepted by the Government. 

The other   amendment   that I   have 
proposed is : 

"At page 10. after line 19, the following 
provisos be inserted. 

'Provided that if within one year from 
the commencement of this Act any officer 
or employee of an existing bank wishes to 
resign from the service . . .'" 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : The amendments are with 
everybody. You can comment on it. 

SHRI K. SUNDARAM : Yes. This Bill 
contemplates that all the managers, supervisors 
and the other staff of the existing banks will 
be taken over by the new bank. Now, there are 
people who have got different ideas. The 
relationship between the labour and the 
management is not the same in every institu-
tion. In the same institution there are people of 
different types. A servant may like to serve 
under one master— he may be a very good 
servant, a very faithful servant—but he may 
not like to serve another master. Now, if an 
employee does not want to serve a 
nationalised bank, this Bill does not give him 
any option whatsoever. Some time must be 
given for these employees to choose between 
serving and not serving a nationalised 
institution. As has been said by several 
Members, the nationalised banks may function 
smoothly, as it has been functioning all these 
years, or they may not. It all depends on the 
board of directors, on the personnel and on the 
scheme that is to follow. Now, these 
employees will not have any opportunity to see 
how this is going to work. Therefore, these 
employees must be given an opportunity and a 
time limit of at least one year to work under 
the new circumstances, new environments, 
new banks and under new conditions before 
they decide whether they would like to work 
under the institution or not. If they resign now 
itself, as soon as this Act comes into force, 
there may be some benefits that they may lose. 
If they voluntarily resign from service, they 
may lose in provident fund, retirement 
benefits and such other things. I want that 
these employees must be given an opportunity 
at least for one year to work under the new 
system and if they like the job, they may 
continue; otherwise they must be allowed to 
retire with all the benefits that are due as on 
the date of this Act coming into force, without 
any reduction whatsoever. 

The second paragraph of the same 
amendment suggests that the Industrial 
Disputes Act should be made applicable 
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to them and they must be allowed whatever is 
provided there. They must be entitled to full 
benefits when they retire. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : Are you not speaking on 
amendment No. 91 ? 

SHRI M. K. MOHTA : There seems to be 
some clerical mistake because amendment No. 
91 pertains to clause 16, the next clause. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : I will see. In the meantime,, you 
may begin Dr. Mahavir. 

DR. BHAI MAHAVIR : Mr. Vice-Chairman, 
in this clause we are referring to the officers and 
employees and we say that they will hold their 
officers and will enjoy the same rights as pension, 
gratuity, etc., which they are enjoying now. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : You are right, Mr. 
Mohta. 

DR. BHAI MAHAVIR : And we go on to say 
that they will continue to do so unless and until 
their employment in the corresponding new 
bank is terminated. NQW the question here is: Is 
the Government to take an arbitrary authority 
for termination, or is the Government going to 
accept certain rules and regulations according to 
which this termination is to be done ? Now they 
may say that my suggestion is redundant; they 
may say that there are other laws governing 
such termination of services. But even then, if 
these words are added, that it would be done in 
terms of the rules and regulations of the bank, 
nothing would be lost, but a little clarification 
would be added. Similarly, at the end of the 
paragraph you find: 

". . . until their remuneration, terms or 
conditions are duly altered by the 
corresponding new bank." 

The question is, when you alter the terms and 
conditions or the remuneration in the new bank, 
do you promise or do you not promise, that 
their remuneration and terms and conditions 
would not be altered to the detriment of the 
people concerned ? Actually, yesterday while 
speaking on the Bill I said that if the 
Government could give an assurance to the 
employees that none of them would have to 
suffer any losses 

in terms of service or remuneration or they 
would see that the best terms of the Bank of 
India would be made available to all 
employees of these banks, at least one thing 
could be claimed, that the Government has 
the interest of the employees at heart. But 
here, without giving any such assurance, if 
you take the powers to terminate—you do 
not even say that if there is any alteration in 
the remuneration or other terms, it would not 
be to the detriment of the employees—I 
think it is a farce to speak of the benefits of 
the employees and small men and about the 
exploitation of the other people in regard to 
their employees. I would ask, therefore, the 
Law Minister and the Government to see if 
this innocent amendment, which they cannot 
on the face of it disapprove, can be accepted. 
If they are unable to accept even this, does it 
not mean that they have come with their 
minds closed and they are sitting here only 
for participation in a mock debate and that 
they do not mean to accept anything, 
however reasonable it may be? 

 



 

SHRI CHITTA BASU : Mr. Vice-
Chairman, Sir, I am speaking on my 
amendments, 87 and 90. 

Amendment 87 relates to sub-clause (4) of 
Clause 15 wherein it has been suggested that 
the remuneration, terms and conditions of the 
employees of the new banks can be duly 
altered. I do not know what has prompted the 
Government to bring forward such a perni-
cious provision in the body of this Bill. You 
know the Government even yesterday was 
talking about the participation of the 
employees so that the major objective of this 
legislation is fulfilled. If this kind of a 
legislation is there which empowers the 
Government to adversely prejudice the interests 
of the employees, naturally you cannot expect 
willing cooperation from the employees. From 
that point of view and also from the point of 
view of natural justice my amendment 
suggests that if at all any conditions of service 
are to be altered, that alteration should not be 
prejudicial to the interests of the employees 
and should not in any way affect the benefits 
which they are now enjoying. This is with 
regard to my amendment. No. 87. 

Now, with regard to amendment 90, it 
relates to sub-clause (6) of the Clause under 
consideration. Under the Industrial Disputes 
Act there is a provision for payment of 
compensation on account of any transfer. 
Now, the Government wants to take away that 
right which is being enjoyed by the employees 
under the Industrial Disputes Act, 1947. As a 
matter of fact my amendment is very different 
from that of all others. The officers who are 
highly placed and who are receiving fat 
salaries, they may not be compensated on 
transfer. But you should consider the 
difficulties of a poor man,  a poor employee,  
who may  be 

required to be transferred under the provisions 
of this Clause. And this Clause empowers the 
Government not to make any payment by way 
of compensation though he is entitled to under 
the Industrial Disputes Act. Therefore, if the 
Government feels it so, the highly placed 
officers may not be paid any compensation, but 
the benefits of the small employees, the low-
paid employees, should not be taken away. 
Therefore, my simple amendment is that the 
words "or any other employee" should be 
deleted in lines 28 and 29. If you feel that the 
highly placed officers can manage without any 
compensation being paid to them for any 
transfer because they are receiving fat salaries, 
it is all right; but you should not apply this 
provision to the low-paid employees because 
they are already very poorly paid and any new 
provision you want to bring in should not be 
prejudicial to their interests. Therefore, I urge 
on the Government to accept my amendment in 
the larger interests of the employees and the 
fulfilment of our objective. 

SHRI P. GOVINDA MENON : Mr. Vice-
Chairman, Sir, except amendment No. 83 that 
the existing banks should be allowed to 
transact any business including the business of 
banking in India with deposits not exceeding 
rupees forty-nine and half crores, all other 
amendments have been moved under a misap-
perhension .  .  . 

SHRI CHITTA BASU : You remove it. 

SHRI P. GOVINDA MENON : I will try to 
remove it. Regarding this amendment, No. 83, 
with due respect, with due deference to the 
respectable Members who have moved that 
amendment, I should say that it is an amusing 
amendment. The object of this Bill is to take 
away the banking business, the banking 
undertakings, from the existing banks, and as 
soon as it is done, their banking licences will 
be cancelled by the Reserve Bank of India 
because they have no banking business. All 
their banking business has stopped from the 
19th July and under Section 22 of the Banking 
Regulations Act their banking licences, I 
believe, will be cancelled. After the banking 
licences are cancelled, they continue as limited 
companies registered under the Companies 
Act. And now I am being asked to say in this 
Bill that they will be allowed to carry on 
banking business with a deposit up to Rs. 49} 
crores . . . 
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AN HON. MEMBER : Let them be 
relicensed. 

SHRI P. GOVINDA MENON : Re-
licensing is not done by the Government or by 
legislation. It is done by the Reserve Bank if 
the Reserve Bank thinks that after this 
nationalisation tiiese fourteen existing banks 
should again be given licences under Section 
22 to carry on banking business, but I do not 
think the Reserve Bank will do anything like 
that. 

SHRI A. P. JAIN (Uttar Pradesh) : 1 do 
not think it will be so foolish. 

SHRI M. K. MOHTA : There is a specific 
provision that the existing banks would not 
carry on banking business but if their deposits 
do not exceed Rs. 50 crores, why should not 
the existing banks be allowed to . . . 

SHRI P. GOVINDA MENON : Because 
this Bill is intended to take over the banking 
business of the existing banks. Whether you 
like it or not, that is the object of the Bill—to 
take over the banking business of the existing 
banks. That being the object of the Bill, to 
bring an amendment to this clause of the Bill 
that they should be allowed to continue 
banking business, is something which cuts at 
the root of this Bill, and therefore, I say that I 
cannot accept it. 

Regarding the conditions of service of the 
employees . . . 

SHRI N. SRI RAMA REDDY (Mysore) : 
May I just ask what happens to the corporate 
body after the banking licence is taken away 
from it? Do you allow it to function in any 
other capacity ? 

SHRI P. GOVINDA MENON : It is not for 
me. It is for the Companies Act to say what 
they can do. If the shareholders think that the 
banks should be dissolved, then the companies 
can be dissolved ... 

SHRI N. SRI RAMA REDDY : When all 
the shares are taken over by the Government, 
there are no shareholders left. 

SHRI P. GOVINDA MENON : That is 
wrong. There is no provision which says that 
the shares are being taken -over; the 
shareholders are there. They -will receive 
compensation.    There is a 

provision in Clause 15 which says that one of 
the duties of the existing bank will be to 
distribute the compensation. But if the 
shareholders meet and decide that they will 
rather continue as members of the existing 
bank, it is for them to decide. That is a 
different matter. But according to me, it is 
open for a minority of shareholders to go and 
say since the substratum of the company has 
been removed, the company should be wound 
up. And if the existing banks are not prepared 
to distribute the compensation to the 
shareholders, I am sure that a liquidator will 
come to distribute the compensation to the 
shareholders. 

SHRI A. P. JAIN : Why do you not make a 
provision like that ? 

SHRI P. GOVINDA MENON : There are 
certain reasons which I tried to explain 
yesterday. Regarding the position of the 
employees clause 6, to which reference was 
made is for this purpose. Suppose there are 
employees of one of the existing banks, as 
soon as this Bill is passed or right from 19th 
July, they have become employees of the 
corresponding bank. To give an illustration, 
an employee of the Central Bank of India 
Limited has become an employee of the 
Central Bank of India. Notionally that is a 
transfer from one company to another, from a 
joint stock company to a statutory 
corporation. The object of clause 6 is to see 
that although there is this notional transfer no 
claim should be made for transfer benefits. It 
is intentionally done. In the other House I 
explained to friends who said that terminal 
benefits should be given, what would be the 
results if terminal benefits are given. The 
result will be they become new employees in 
the new bank. That is not what anyone who 
has the interest of the employees in mind will 
like to see. I can assure you that the object of 
the Government is to see that the employees 
of the existing banks should continue without 
break in service in the new banks. 

SHRI CHITTA BASU: With the existing 
remuneration. 

SHRI P. GOVINDA MENON : Yes, on 
the existing remuneration. It is stated in sub-
clause (4). 

SHRI   CHITTA   BASU:  Can   you 
alter? 
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SHRI P. GOVINDA MENON : The 
word is not 'alter'. The word is 'duly altered'. 
There are laws in this country under which 
you cannot reduce the wages of a worker and 
therefore 'duly' mean by due process of law. If 
the law will permit, but I am sure the law will 
not permit it. Therefore 'alter' here can only 
mean 'enhance'. Nobody changes the wages 
these days of workers to reduce them. So I can 
assure everyone that there is absolutely 
nothing in clause 15 which will in any way 
affect the rights of the workers. AH their rights 
are guaranteed. Whatever they have got in the 
existing banks they will continue to get in the 
new banks and their rights to pension, if any, 
gratuity, provident fund, all these are pro-
tected. 

DR. BHAI MAHAVIR : Will you give the 
best salary that is now paid ? 

SHRI   P.   GOVINDA  MENON :     I 
can see through his mischief but I shall not be 
drawn into that mischief. Varying degrees of 
remuneration exists in these various banks and 
it is not the intention of the Bill to alter them 
and bring them to a uniform rate. I know you 
dislike this Bill, I know you opposed this 
nationalisation but do not think that there are 
not Members here who will not be able to see 
through this kind of mischievous suggestion. 

DR. BHAI MAHAVIR : This type of 
statement is mischievous. I object to this 
statement from the Minister. 

SHRI P. GOVINDA MENON : Mis-
chievous is not unparliamentary. 

SHRI K. SUNDARAM : I have not 
disputed about the quantum of terminal benefit 
or whether it is higher or lower when the new 
banking company has taken over the services 
of these people. I want to know whether these 
employees will be given an opportunity to 
work under the new circumstances for one 
year before they can decide whether to work 
or to resign with the same terminal benefits as 
though they had been continuing with their 
old bank. 

SHRI P. GOVINDA MENON : Both the 
Prime Minister and to a smaller extent myself, 
have received hundreds of messages 
welcoming this Bill and I do not think there is 
any employee who has expressed a desire to 
go out of these nationalised banks after an 
interim period   of  one  year.   These   are 
fancied 

objections produced on behalf of   the-
employees. 

SHRI K. SUNDARAM : Even if it is for a 
minority . . . 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : Please resume your seat.   No 
more. 

SHRI K. SUNDARAM: Why not for the 
minority of the employees? 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : No more. 

I shall now put the amendments to vote. 

[THE DEPUTY CHAIRMAN in the Chair]; 

THE DEPUTY CHAIRMAN : The 
question is : 

83. "That at page 9, for line 45, the 
following be substituted, namely :— 

'(e) carry on any business including 
the business of banking in India with 
deposits not exceeding rupees forty-nine 
and! half crores.' 

The motion was negatived. 

THE DEPUTY CHAIRMAN : The 
question is : 

86. "That at page 10, after line 19, the 
following provisos be" inserted, namely 
:— 

'Provided that if within one year from 
the commencement of this Act any 
officer or employee of an existing bank 
wishes to resign from-the service of the 
corresponding new bank, he shafT be at 
liberty to do so and upon such 
resignation-he shall be paid in full all 
such retirement benefits by the corres-
ponding new bank as would have-been 
payable to him by the existing bank on 
the basis of continuity of service and 
without any deduction whatsoever in 
respect of any shortfall in the total period 
of continuous service required' for 
qualifying for such benefits : 

Provided further that the com-
pensation, if any, payable to an officer 
or other employee under the Industrial 
Disputes Act, 1947. or under any 
other law for the time being in force in 
respect of the transfer of his services 
from an existing bank to the 
corresponding new bank shall' 
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be paid to him by the corresponding 
new bank and such payment shall not 
be deducted from the compensation 
payable under this Act to the existing 
bank.'" 

The motion was negatived. 

THE DEPUTY CHAIRMAN :   The 
question is : 

84. "That at page 10, line 17, after the 
word 'terminated' the words 'in terms of the 
rules and regulations of the bank' be 
inserted." 
The motion was negatived. 

THE DEPUTY CHAIRMAN :  The 
question is : 

88. "That at page 10, after line 19, 
the following proviso be inserted, 
namely :— 

'Provided that their remuneration and 
terms and conditions of service shall not 
be altered to their detriment without 
their consent.'" 

The motion was negatived. 

THE DEPUTY CHAIRMAN :   The 
question is : 

85. "That at page 10, line 18, after the 
word 'altered' the words 'to their advantage' 
be inserted." 
The motion was negatived. 

THE DEPUTY CHAIRMAN :   The 
question is : 

89. "That at page 10, lines 25 to 31 
be deleted." 
The motion was negatived. 

[THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA)  in the Chair.] 

SHRI CHITTA BASU : In view of the 
assurance given by the Minister I beg to 
withdraw my amendment Nos. 87 and 90. 

* Amendment Nos. 87 and 90 were, by 
leave, withdrawn. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : The question is : 

"That clause 15 stand part of the Bill." 
The motion was adopted. 
Clause  15  was added to the Bill. 

*For text of amendments,   vide  col. 3286-87 
supra. 

Clause 16—Obligations as to fidelity and 
secrecy 

SHRI M. K.   MOHTA :  I   beg   to move : 
91. "That at page 10, after line 38, 

the   following   proviso   be  inserted, 
namely : 

'Provided that every corresponding new 
bank shall at all times during working hours 
disclose to the existing bank in relation to 
which it is the corresponding new bank all 
such information, particulars, documents, 
account books and the like as the existing, 
bank may reasonably require relating to its 
affairs and undertaking up to and including 
19th day of July, 1969 for the purposes of 
determination of the amount of compensa-
tion receivable by it under section 6 of this 
Act. whether by agreement or upon 
reference of the matter by the Central 
Government to the Tribunal.'" 
This is a very simple and reasonable 

amendment. This only says that whenever any 
existing bank requires any information for the 
purpose of determination of the amount of 
compensation receivable by it, the 
corresponding new bank would provide such 
information to the existing bank. Now the 
existing banks would require a lot of informa-
tion for making out their cases for com-
pensation and since all the books and records 
would really be in the possession of the 
corresponding new banks, it is imperative in 
the interests of justice that that information be 
made available to them. Lest it be said on 
behalf of the Government that the existing 
banks can always approach the Tribunal in this 
matter, may I say that it would be much 
simpler and it will save a lot of time before the 
Tribunal of the information is first made 
available so that the case is properly made and 
then the matter goes before the Tribunal. 

The question was proposed. 

SHRI P.   GOVINDA   MENON :  I 
would request the Member to go back to 
clause 6(a) and (b) where it is said that the 
amount of compensation can be fixed by 
agreement between the existing bank and the 
new bank. 
6 P.M. 

Now agreement presupposes discussion. 
Discussion presupposes disclosure of 
information. Therefore this is an unnecessary 
amendment. No agreement can be reached 
unless the existing bank 
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gets full information- about the conditions of 
the new bank. Therefore this is not necessary. 
As for the Tribunal it has got all the powers of 
a civil court, and all the documents necessary 
in order to come to a decision regarding the 
amount of compensation will be called for by 
the Tribunal, and they will be produced. 
Therefore, I think this is redundant. 

SHRI M. K. MOHTA: Since the hon. 
Minister is not opposed to the whole idea he 
may kindly agree to my amendment. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : He is not agreeing. Now the 
question is : 

91. "That at page 10, after line 38, the 
following proviso be inserted, namely : 

'Provided that every corresponding 
new bank shall at all times during 
working hours disclose to the existing 
bank in relation to which it is the 
corresponding new bank all such 
information, particulars, documents, 
account books and the like as the 
existing, bank may reasonably require 
relating to its affairs and undertaking up 
to and including the 19th day of July, 
1969 for the purposes of determination 
of the amount of compensation 
receivable by it under section 6 of this 
Act, whether by agreement or upon 
reference of the matter by the Central 
Government to the Tribunal.'" 

The motion was negatived. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : The question is : 

"That clause 16 stand part of the Bill." 
The motion was adopted. Clause 16 was 
added to the Bill. 
Clause 17 to 22 were added to the Bill. 

Clause 23—Rules and schemes   to   be laid 
before Parliament 

SHRI DAHYABHAI V. PATEL :   I 
move : 

92. "That at page 12, line 3, for the 
words 'the Central Government', the words 
'Reserve Bank of India after consultation 
with the Central Government' be 
substituted." 

SHRI CHITTA BASU : I move : 
93. "That at page 12, lines 8 to 11, for 

the words 'both Houses agree in making 
any modification in the rule or scheme or 
both Houses agree that the rule or scheme 
should not be made, the rule or scheme 
shall thereafter have effect only in such 
modified form or be of no effect, as the 
case may be' the words 'and it shall come 
into force after it has been agreed to by 
both Houses before the expiry of the session 
in which it is so laid or the session 
immediately following' be substituted." 
The  questions  were proposed. 
SHRI M. K. MOHTA : Mr. Vice-Chairman, 

Sir, the object of amendment No. 92 to clause 
23 is that the Central Government must consult 
the Reserve Bank before framing rules and 
schemes. It is in line with our submissions in 
respect to other clauses in the Bill and we have 
always maintained that the Government of 
India's bureaucratic machinery alone should 
not do things in respect of trie nationalised 
banks but an expert body like the Reserve 
Bank of India must be consulted at every stage 
for the conduct of the business. While 
supporting the idea behind nationalisation it 
has been said on behalf of the Government that 
there are so many laudable objects which must 
be undertaken. What I would like to submit is 
that the objects may be laudable but they 
might be out of place in a certain context. For 
instance, rural electrification may be very 
laudable. Subsidised irrigation may be very 
laudable. Aid to artisans may be very laudable. 
Subsidised medical facilities may be very 
laudable. But the question really is whether the 
banking system is the forum for undertaking 
these laudable objects. If the Government 
wlants to subsidise any of these things, the 
Central exchequer is the right source for such 
subsidies, and the credit policy of the 
nationalised banks should not be framed in 
such a way that the depositors' money would 
be jeopardised. That is why we insist at every 
stage that an expert body like the Reserve 
Bank of India must be consulted before any 
action is taken so that the Government, in its 
zeal for laudable objects, may not do any thing 
in regard to the depositors' money which would 
prejudice their interests. 

SHRI CHITTA BASU:   Mr. Vice-
Chairman, my amendment is   more   a 
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matter of principle. Here this clause 23 
relates to the rules and schemes, and it has 
been said that the rules or the schemes, 
which may be formulated under the 
provisions of the Act, can be modified in the 
usual way. You know, Mr. Vice-Chairman, 
that the procedure in this House and the 
other House is that, if such rules are framed 
by the Government in accordance with the 
Act, then the Government does not suo motu 
come with a proposal for a discussion on 
them. It is for the Members to give notice of 
a motion for their modification, and then 
and then alone the House takes it up for 
consideration, and it is modified or changed 
01 nullified and that takes effect. 

Mr. Vice-Chairman, if you allow me to 
say, the whole Act is based on the scheme. 
The objectives of the Act cannot be fulfilled 
unless we are in the know of the scheme. 
Now I do not want to discuss this thing at 
length. We have got no such scheme at the 
present moment, and yet Government wants 
to have the approval of the House for a 
scheme yet to be made. It is a negative 
approach and the approval given will be 
negative approval of the scheme. Therefore, 
my point of view is this— which I want to 
place by way of my amendment—that it 
should be discussed. The Government should 
come with a motion. It should be discussed 
and accepted by the House. Then alone it 
should be given effect to. If that is not done 
then, I think, the Government cannot have 
the benefit of the positive approval of 
Parliament. The way they want to get the 
approval is the negative way, that is, it is the 
Members of the House who will have to 
move a motion for the modification of the 
scheme. But what I want is this that the 
Government should, of their own accord, 
come to the House for approval of the 
scheme which has to be framed under this 
Act. Therefore, it is more a matter of 
principle than any other thing. Therefore I 
want that for the particular principle of 
positive approval Government should accept 
this amendment. 

SHRI P. GOVINDA MENON : Sir, I 
oppose both the amendments. Now, Mr. 
Chitta Basu's amendment is an attempt to 
make a departure from a procedure which 
we have been following all along. 

SHRI CHITTA BASU : It is because 
clause 23 says, "Every rule and every 

scheme made by the Central Government" 
whereas usually it is "Every rule made by the 
Central Government", and it is there the 
difference lies and that is my contention. My 
whole emphasis is on the 'scheme', not on the 
'rule', Clause 23 relates to 'rules and schemes' 
whereas a similar clause in other Bills relates 
only to 'rules'. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : Mr. Chitta Basu, this is the 
phraseology in almost all such similar clauses 
dealing with rulemaking powers. 

SHRI CHITTA BASU: My whole 
objection is this. Here 'scheme' is the integral 
part with which you have not approached the 
House. Therefore, the House should be 
approached suo motu. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : What is expected is that the 
Members should be vigilant and if they want 
to change any rule they should give notice. 
This is the usual practice. 

SHRI CHITTA BASU : But that is a 
negative way. 

SHRI P. GOVINDA MENON : 1he power 
of Central Government to make scheme is 
there in clause 13 and it is that scheme which 
finds a place in this clause 23, and the hon. 
Member seems to have missed the bus. We 
are now on clause 23 which speaks of rules, 
and the invariable practice is that Government 
makes the rules and places them on the Table 
of the House, and the Members either move 
amendments or agree to them. And the 
occasion for discussion of this Bill should not 
be made the occasion for effecting any change 
in the rules regarding the process of rule-
making. 

Regarding the amendment No. 92, all I can 
say is that the rule-making power under any 
legislation rests with the Government, but if 
you see the next clause 24 "Power to make 
regulations" —regulations are more 
important— there we have made the provision 
that the Board of Directors can make the 
regulations only after consultation with the 
Reserve Bank. For making the Rules the 
power rests with the Government and 
consultation with the Reserve Bank is not 
deemed necessary. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : The question is : 

92. "That at page 12, line 3, for the 
words 'the Central Government', 
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the words, 'Reserve Bank of India after 
consultation with the Central Government' 
be substituted." 
The motion was negatived. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : The question is : 

93. "That at page 12, lines 8 to 11, 
for the words 'both Houses agree in 
making any modification in the rule 
or scheme or both Houses agree that 
the rule or scheme should not be 
made, the rule or scheme shall there 
after have effect only in such modi 
fied form or be of no effect, as the 
case may be', the words 'and it shall 
come into force after it has been 
agreed to by both Houses before the 
expiry of the session in which it is so 
laid or the session immediately fol 
lowing' be substituted." 
The motion was negatived. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : The question is: 

"That clause 23 stand part of the Bill." 
The motion was adopted. 

Clause 23 was added to the Bill. 

Clause 24—Power to make regulations. 

SHRI DAHYABHAI V. PATEL :   I 
move : 

94. "That at page 12. lines 16-17, 
the words 'and with the previous sanc 
tion of the Central Government' be 
deleted." 

SHRI R. N. JHA: I move: 
95. "That at page 12, after line 39, 

the following proviso be inserted, 
namely :— 

'Provided that the total amount of 
salary and allowances and perquisites to 
any one shall not exceed rupees one 
thousand and five hundred per month.' " 

96. "That at page 12, after line 41, 
the following be inserted, namely :— 

'(ee) the terms and conditions of 
service shall maintain the existing 
seniority and shall not be adverse to 
what they are at the time of taking over 
the banks.' " 

SHRI CHITTA BASU : I move : 
97. "That at page 13, after line 12, the 

following be inserted, namely :— 
'(«) the establishment of joint consultative 
councils at all levels consisting of the 
representatives of management and 
recognised trade unions of the employees 
including supervisory staff.' 

The questions were proposed. 

SHRI M. K. MOHTA: Mr. Vice-Chairman, 
this clause deals with power to make 
regulations. Our contention here is that the 
Board of Directors should make regulations in 
consultation with the Reserve Bank of India 
only and the words 'with the previous sanction 
of the Central Government' should be deleted. 
The reason for the amendment is that if on 
each and every matter the previous sanction of 
the Central Government is required to be taken 
by the national banks a bottleneck would be 
created and the day to day functioning would 
not be smooth. Consultation with the Reserve 
Bank of India would be quite sufficient for the 
purpose of the Board of Directors of the natio-
nalised banks. 

 
"Provided that the total amount of salary 

and allowances and perquisites to any one 
shall not exceed rupees one thousand and 
five hundred per month." 
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ernment should  also  make regulations with  
regard   to   the   establishment   of Joint 
Consultative Councils at all levels consisting    of   
the   representatives   of management and 
recognised trade unions of the employees 
including supervisory staff.    It is very important 
because on this rests the future of the nationalised 
banking industry, because it has   been emphasized   
more   than   once   that it would be the duty of the 
Government to enlist the willing co-operation of 
the workers in the fulfilment of the objectives of 
the Bill and for that purpose I feel that the 
Government should also make certain regulations 
which will ensure the greatest possible 
participation of the employees at different levels 
for the management of the banks.    Therefore this 
is in the interest of the efficient management of   
the   nationalised banks and I think there should 
not be any  two opinions that the  employees 
should be given an opportunity of participation in 
the management.    That has been, as a matter of 
fact, the declared objective of the Government.    
If that is the declared objective of the Government, 
in this particular industry participation of the 
employees is all the more needed.     Mr.  Vice-
Chairman,   as   you know, the bank employees in 
thousands have  been  demanding  the  nationalisa-
tion of banks and when that nationalisation is 
being done I think in the larger interests the 
workers should be given a chance to manage the, 
nationalised sector.   Therefore the Government 
should also make regulations for the establishment 

of the joint consultative machinery at all levels 
because that will minimise the scope of conflict; that 
will minimise the demands   being raised by the em-
ployees and if at all they are raised they will be 
decided at the level where they are raised  and there 
will be  amicable settlement which will be very 
beneficial to the efficient working of the nationalised 
banks. 

SHRI ARJUN ARORA (Uttar Pradesh) : Sir, may 
I say a few words about this amendment ? 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : Which amendment? 

SHRI ARJUN ARORA : Mr. Chitta Basu's 
amendment to clause 24, because I had given notice 
of a similar amendment. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : Yes; No. 122, but you were not 
here. You can say a few words. 

\ee) the terms and conditions of 
service shall maintain the existing seniority 
and shall not be adverse to what they are at 
the time of taking over the banks." 

SHRI CHITTA BASU : Mr. Vice-
Chairman, my amendment is very simple. The 
Government wants under this clause certain 
powers to make regulations.    I simply want 
that the Gov- 



 

SHRI ARJUN ARORA : I am constrained 
to say a few words because while moving his 
amendment Mr. Chitta Basu has confused 
between Joint Consultative Council and Joint 
Management Council. While he has move for 
the institution of a Joint Consultative Council 
at all levels he has argued in favour of a Joint 
Management Council. Joint Consultative 
Councils as understood in labour parlance do 
not have anything to do with management. 
When I press for the establishment of Joint 
Consultative Councils I am not asking the 
Government to institute Joint Management 
Councils though I feel that also will be a 
correct step. Joint Consultative Councils are 
meant to be bipartisan bodies to settle all 
labour matters, to remove friction between 
management and labour. The Prime Minister 
in all most all her speeches has mentioned the 
importance of bank employees and we have 
great hopes that the nationalised banks will 
function smoothly and efficiently with the co-
operation of the employees. There are one 
lakh and eightyfour thousand bank employees 
in the country and a bulk of them are em-
ployed in these fourteen banks. There should 
be some machinery which will ensure that 
whenever there are differences about 
conditions of employment, conditions of 
labour, wages, etc. they are settled 
expeditiously round the table and that 
demonstrations and strikes do not become 
necessary, nor do references to adjudication 
become necessary. That can be done through 
the Joint Consultative Councils. Therefore 
while not agreeing with the arguments of Mr. 
Chitta Basu I support his amendment and I 
urge upon the Government to accept this 
amendment. It is good that the Labour 
Minister who advocates the setting up of Joint 
Consultative bodies everywhere is present 
and I hope he will advise his colleague, the 
Law Minister, to accept this amendment. 

SHRI NIREN GHOSH (West Bengal) : 
Mr. Vice-Chairman, one word. It is true, and 
I more or less agree with Shri Arjun Arora, 
that the labour relations must be smoothened 
out and a proper machinery should be set up. 
If there is some sort of council, all the more 
good. Let us hope that the Government will 
accept this amendment. But in making this 
point I want to add one thing. I read 
something in the papers saying that the 
employees would be given a role in the 
management. I do not know whether it is a 
fact. The whole point is that the elected repre- 

sentatives of the employees must sit on the 
board of directors directly. It is not a sort of 
council or anything. Only then they can have 
a democratic voice in the functioning of the 
banks to some extent. It may check and see 
that funds are not diverted for other purposes, 
that the funds are utilised for the purposes for 
which they are meant. So, that should be 
taken into consideration. That is the only 
point I want to make that elected 
representatives of the employees should sit on 
the board of directors with full powers. 

SHRI P. GOVINDA MENON : Regarding 
amendment No. 96 moved by Mr. Jha, I 
would give a categorical assurance that clause 
15(4) which we have already passed provides 
for and if it is not clear enough to him I say 
that it is not the intention of Government to 
disturb the existing seniority which exists 
between different employees of the existing 
banks. That will be preserved. You can take it 
as an assurance from Government. 

Regarding the joint consultative councils 
moved by Mr. Chitta Basu and supported by 
Mr. Arjun Arora, I have had consultations 
with the Labour Minister as the amendment 
was being taken up and he assured me that a 
Bill to provide for joint consultative councils 
or a joint consultative machinery— that is the 
term which he used—is ready and it is shortly 
going to be introduced. Now, here these 
fourteen nationalised banks are a few only 
among the various nationalised projects. If we 
want to have a joint consultative council or 
machinery or things like that, an idea with 
which I have great sympathy, when that Bill 
comes up we can take up -this matter whether 
these banks also could be included as projects 
to which the joint consultative machinery is 
applicable along with other nationalised pro-
jects. But we should not single out these 
fourteen nationalised banks alone for this 
purpose. If we are going to have a joint 
consultative machinery, we should have it for 
the State Bank of India, we should have it for 
other nationalised projects. Let us not do 
things in a piece-meal manner. 

Regarding amendment No. 94, Mr. 
Dahyabhai Patel appears to have an allergy to 
the Central Government . . . 

SHRI   DAHYABHAI   V.    PATEL: 
Yes, particularly because of the manner in 
which they have brought this Bill and you are 
rushing it through. 
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SHRI P. GOVINDA MENON : Whatever 
may be the reason. Sometimes a reason can be 
found for an allergy. Now, we have said in the 
clause that the regulations will be framed by 
the board of directors in consultation with the 
Reserve Bank of India and with the 
concurrence of the Central Government. He 
wants the Central Government to be omitted. 
Now, these are banks whose entire capital is 
that of the Central Government and it belongs 
to the Central Government. The boards of 
directors are only agents of the Central 
Government to carry on the banking business 
and we say that the regulations will be framed 
in consultation with the Reserve Bank of India. 
Still he wants to omit the Central Government 
from that clause. Why should he be so allergic 
to the Central Government ? 

SHRI   DAHYABHAI   V.    PATEL: 
Because you have behaved like this. 

SHRI P. GOVINDA MENON : Anyhow, 
the Central Government is there, whatever be 
your opposition to the Central Government 
and, therefore, I am not willing to accept this 
amendment. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : The question is : 

94. "That at page 12, lines 16-17, 
the words 'and with the previous 
sanction of the Central Government' 
be deleted." 
The motion was negatived. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : The question is : 

95. "That at page 12, after line 39, 
the following proviso be inserted 
namely :— 

'Provided that the total amount of 
salary and allowances and perquisites to 
any one shall not exceed rupees one 
thousand and five hundred per month.'" 

The motion was negatived. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : The question is : 

96. "That at page 12, after line 41, 
the following be inserted, namely :— 

'(ee) the terms and conditions of service 
shall  maintain the existing seniority and shall 
not be adverse 9—25 R, S./69 

to what they are at   the   time  of taking 
over the banks.'" 

The motion was negatived. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : The question is : 

97. "That at page 13, after line 12, 
the following be inserted, namely :— 

'(n) the establishment of joint 
consultative councils at all levels 
consisting of the representatives of 
management and recognised trade unions 
of the employees including supervisory 
staff.'" 

The motion was negatived. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : The question is : 

"That clause 24 stand part of the Bill." 
The motion was adopted. 
Clause 24 way added to the Bill. 

Clause 25—Amendment of certain, 
enactments. 

SHRI   DAHYABHAI   V.    PATEL r Sir, 
I move : 

98. "That at page 13, for lines 22 
to 38, the following be substituted, 
namely :— 

'(1) In the Banking Regulation Act, 
1949, in sub-section (c) of section 5, for 
the words 'any company' the words, 
figures and brackets 'a corresponding 
new bank constituted under section 3 of 
the Banking Companies (Acquisition and 
Transfer of Undertakings) Act, 1969, and 
any Company' shall be substituted.'" 

SHRI CHITTA BASU : Sir, I move : 

99. "That at page 13, lines 28 to 
32 be deleted." 

SHRI      K.     P.       SUBRAMANIA 
MENON :  Sir, I move : 

100. "That at page 13. for lines 28 
to 32, the following be substituted, 
namely :— 

'(b) Section 36AD of the Banking 
Regulation Act, 1969, shall be omitted.'" 
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SHRI REWATI KANT SINHA : Sir, I 
move : 

101. "That at page 14, after line 51, the 
following be inserted, namely :— 

'(3A) Notwithstanding anything 
contained in any Act for the time being 
in force the corresponding banks shall 
not maintain any secret reserves and all 
reserves shall be published within three 
months of the passing of this Act.'" 

SHRI ARJUN ARORA: Sir, I move : 
123. "That at page 13. for lines 28 

to 32, the following be substituted, 
namely :— 

'(b) Section 36AD of the Banking 
Regulation Act, 1949, shall be 
omitted.'" 

124. "That at page 14, lines 41 to 
45 be deleted." 

The questions were proposed. 

SHRI M. K. MOHTA: Mr. Vice-
Chairman, amendment No. 98 to clause 25 is 
a very important amendment and I would 
appeal to the hon. Minister not to dismiss it 
lightly. The effect of the amendment would be 
that the entire Banking Regulation Act would 
apply to the nationalised banks and not 
simply three of the sections as have been 
mentioned in the Bill. Since the Banking 
Regulation Act has been applying to all the 
banks in the country and would continue to 
apply to the smaller banks, there is no reason 
why the Act should not apply in its entirety to 
the nationalised banks also. After all the 
provisions contained in the Banking Regula-
tion Act were thought to be so necessary by 
the Government itself that they were made 
applicable. What is the reason now for taking 
the nationalised banking sector out of the 
purview of other provisions of this Act, other 
than the three sections that have been men-
tioned here specifically ? Our submission, 
therefore, is that the entire Act ought to apply 
to the nationalised banks also. 

SHRI CHITTA BASU: Mr. Vice-
Chairman, it is very important in the sense 
that the House knows that the entire working-
class of this country has agitated against the 
inclusion of section 36AD in the so-called 
Banking Regulation Act. By that particular 
provision certain inalienable democratic 
rights of 

the employees have been taken away. It is a 
matter of great regret and surprise that the 
particular hated provision is also going to be 
applied in the case of the employees of the 
nationalised sector of banking. Therefore, 
again I am to emphasise that when the 
Government wants the willing co-operation of 
the banking employees to make the object of 
the Bill successful, this particular provision 
will simply alienate their support and rob 
them of their democratic rights to continue 
their struggle, which has been taken away by 
the Government. Therefore, it is quite 
improper on the part of the Government to in-
corporate that particular, hated section in this 
new Bill which, according to the Prime 
Minister, is going to usher in a new era. If 
anything is to be ushered in, we would 
welcome it, but by the incorporation of this 
particular section, in our hopes are going to be 
belied to a very large extent. Therefore, even 
at this late stage in the consideration of the 
Bill I think good sense will dawn on the 
Government to accept my amendment and 
free these bank employees from the dire 
circumstances under which they have to work 
even today. 

SHRI K. P. SUBRAMANIA MENON: Mr. 
Vice-Chairman, this section 3 6AD of the 
Banking Regulation Act, 1949, when it was 
being discussed in this House, we on this side 
had opposed it. As you remember, Sir, this 
section provides for punishing any employees 
for conducting demonstration or some other 
activity in the premises or near the premises of 
a bank. That means any trade union activity 
can be classified and can be brought under the 
provisions of this section. At a time when the 
banking industry is being nationalised, when 
the workers are being represented on the Board, 
when the offer is made to give them a seat on 
the Board of Advisers or Board of Directors, 
etc., I do not see any reason why this 
particularly pernicious section of this Act 
should still remain on the Statute Book 
because this is a Sword of Damocles hanging 
on the head of the employee, and if the 
Government is very serious about getting the 
co-operation of the employees, then the Gov-
ernment should withdraw this section from the 
Act. I hope that in view of the particularly 
difficult times which we are likely to face 
especially from reactionary sections against the 
move of the Government to nationalise the 
banks and in view of the fact that they will try   
by  every   means   to   sabotage   it 
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SHRI ARJUN ARORA : Sir, section 36AD 
of the Banking Regulation Act, 1949, was 
introduced by the so-called social control 
measure in the teeth of opposition of the bank 
employees all over the country and of the 
democratic opinion in the country. This 
section 36AD was an anti-trade-union 
measure and by introducing it a great wrong 
was done to the bank employees, their trade 
unions, and their right to organise and to 
agitate for betterment of the conditions of 
living by the bank employees. Now that the 
Government has taken this commendable step 
of nationalising 14 major banks, the 
employees of these banks should be restored 
the rights which they enjoyed before 
February, 1969, democratic and trade union 
rights. This section 3 6AD should not apply to 
the nationalised banks. 

SHRI  BALACHANDRA  MENON : It is 
surprising that the Government is still thinking 
of having the old discredited section 36AD to 
be brought again in this legislation.   Last time 
there was terrible opposition   to   it,  and in   
the social control  legislation they  brought 
here they tried their best to bring this section 
with a view to denying the bank workers   their   
legitimate   trade   union rights.    The workers  
strongly  opposed it then.    Now under this 
section even an  ordinary  pen-down  strike  
will  become  a criminal   offence.    What   
will happen is if there is a cognisable offence, 
he will be arrested, he will lose his job.    This  
is the position.    Even under the ordinary trade 
union legislation if the ordinary workers resort 
to any action, they have got a right to be heard   
under   the   Industrial   Disputes Act.    
Otherwise at least the management will have to 
give a charge-sheet. Here there is no such 
thing.   Such   a provision  should  not be   
there.    You have again brought it.    I request 
that this provision  should be   taken  away. 
That is absolutely necessary.    How will the 
workers keep quite when they have to agitate 
for their rights ? Even a pen-down strike will 
become an offence because it disturbs the 
working   of   the bank.    This section as it is 
will create such  a  situation that  even 
legitimate trade union activity will become 
impossible.   That is why unless this is remov-
ed, you are not going to win the enthusiastic 
support of the workers for this 
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through the bigger officers, directors, etc., 
whom the Government may appoint, it is 
necessary that the Government should get full 
co-operation from those employees in running 
these banks, and in getting their co-operation 
the removal of this section from the Banking 
Regulation Act will be a great help. 

Thank you. 

"Notwithstanding anything contained in 
any Act for the time being in force the 
corresponding banks shall not maintain any 
secret reserves and all reserves shall be 
published within three months of the 
passing of this Act." 



 

[Shri Balachandra Menon] 

legislation, which is absolutely necessary. 
Yesterday the Prime Minister was telling us 
that she has been greeted by workers and 
bank employees for bringing this measure, 
because they are much more patriotic than 
many others, and they understand its 
implication and they know how big a social 
change is effected if this Bill comes through 
and if it is accepted. That patriotism of the 
workers can very well be mobilised and can 
very well be utilised by you for other actions 
if you have the generosity to remove that 
hated provision which Shfl-i Morarji Desai 
brought last time.    I request you to do that. 

SHRI NIREN GHOSH : Sir, it is an 
important amendment and I think the House 
consider it seriously, and the Government 
also. The Prime Minister is making fighting 
speeches—I welcome that—for the common 
man. Now, inclusion of this clause in this 
Bill, I cannot correlate with that speech. It 
casts a sort of doubt. You know, Sir, 
generally the democratic forces in the 
country have supported the nationalisation 
measure. So far, almost everywhere, the 
managements of these undertakings and 
institutions have come down heavily on the 
employees and the workers. So, sometimes 
the question is raised, why do you press for 
nationalisation ? It will go against your inte-
rest. It will crush the trade union movement. 
They will not listen to it. The capitalists will 
utilise even the nationalised undertakings. 
Now it seems that Mr. Morarji Desai has 
gone, but his ghost remains here. He is 
symbolised by this clause. I am astounded 
and surprised how the Minister could at all 
think of including such a clause in this 
measure. It may—let me warn here and now 
when the Bill is being debated—defeat the 
very purpose of this Bill in the coming days. 

Let me tell you, Mr. Vice-Chairman, if 
the relations with the employees are good, if 
they have a voice in the management—as I 
suggested even in the Board of 
Management—there will not be any 
agitation inside the premises and all that. If 
not, whether there are laws or not, there will 
be agitation, whatever it may cost. We will 
not break the law, we will break the courts 
and jails and everything if it comes to that, if 
the hand of oppression continues inside the 
nationalised undertakings, even in the public 
sector undertakings. So, when this Bill has 
gathered so much support 

from all sections of the House and inside the 
country, I would request the Minister piloting 
the Bill and the Prime Minister—she is not 
here; otherwise I would have pointed it out to 
her seriously—that even at this juncture they 
should delete this clause. This bodes ill and 
the united democratic forces— I do not speak 
alone—will be forced to take up this issue 
with the Government again and again and 
there is bound to be trouble in future. So, I 
would request the Minister even at this stage 
to delete this clause from the Bill. 
[THE DEPUTY CHAIRMAN in the Chair] 

SHRI P. GOVINDA MENON : Regarding 
amendment No. 98, I should submit that Shri 
Dahyabhai Patel and company in their—what 
shall I say— lack of faith in the bona fides of 
the Government want the entire Banking 
Regulation Act to apply to the new banks. 
What we have done in the Bill is to apply 
section 51 of the Banking Regulation Act to 
this new Act. I want to explain this at some 
length. Section 51 culls out certain sections of 
the Banking Regulation Act which shall apply 
to the State Bank of India, a nationalised bank, 
in which there is no shareholding. Similarly, 
we say that section 51 shall apply to these 
nationalised banks, that the entire Banking Re-
gulation Act cannot apply to these new public 
sector banks can be shown by reading one 
section at random from the Banking 
Regulation Act. I will refer to section  12. 

Now, if Mr. Dahyabhai Patel's amendment 
is passed, then section 12 will also apply. 
Section 12 reads like this— 

"No banking company shall carry on 
business in India unless it satisfies the  
following conditions, namely, 

that the subscribed capital   of  the company is 
not less than one half of the authorised capital 
and the paid-up capital is not   less than one 
half   of the  subscribed capital  . . ."  etc. 
Now, this   Banking   Regulation   Act has 
been enacted to apply to joint stock banks and 
therefore there are references to   shareholding,   
etc.     Then   there    is section 22 which says 
that a licence of the Reserve Bank of India is 
necessary in order to  allow  these public  
corporations  to  carry  on   banking  business. 
Now, it will not apply because we are now 
passing a legislation constituting 14 new 
banks to carry on banking business. It will 
have no shareholding.    There- 
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fore, there are various sections of the Banking 
Regulation Act which cannot apply to these 
new 14 banks as they will not apply to the 
State Bank of India. So, what we have done is 
to apply section 51 to the new banks. Section 
51 says—"The following sections shall apply 
to the State Bank of India". Therefore, I 
cannot accept amendment No. 98. 

Then I will come to amendment No. 101 
where it is stated— 

"Notwithstanding anything contained in 
any Act for the time being in force the 
corresponding banks shall not maintain any 
secret reserves and all reserves shall be 
published within three months of the 
passing of this Act." 

The Mover of this amendment is under the 
impression that the common words "secret 
reserves" apply to some black market money 
which is in some of these banks put by big 
people there or things like that. Now, a secret 
reserve means a reserve created by 
undervaluing the assets and overvaluing the 
debts. Thereby a secret reserve is created. It is 
a national thing. It is not secrcet money. 
Therefore this amendment which says that the 
secret reserves shall be brought out has been 
based on a misapprehension. 

Then the object of the other amendment is 
the deletion of section 36AD of the Banking 
Regulations Act. For that purpose, what has 
been done is, Mr. Arora, Mr. Subramania 
Menon and others have moved an 
amendment, which I should point out is out of 
order. It is an amendment to the Banking Re-
gulations Act which cannot be done here. But 
the object can certainly be achieved by Mr. 
Chitta Basu's amendment in which he says 
that this particular provision in the Bill should 
be deleted. 

Now, I do remember the fierce controversy 
regarding this clause which took place in both 
Houses of Parliament when the social control 
measures were moved. I do not want to refer 
to the merits of that matter. Without referring 
to the merits of the matter, I would say that it 
is not acceptable to me for very good reasons. 
Now, section 36AD applicable to the Reserve 
Bank of India, it is applicable to the State 
Bank of India, it is applicable to all the other 
banks in India. It was applicable to these  14 
banks before. 

SHRI NIREN GHOSH : Why should it be 
applicable at all ? 

SHRI     P.    GOVINDA    MENON : 
Therefore, I do not want to accept a situation 
in which section 36AD will be applicable to 
all the banks of India except these 14 
nationalised banks and for that reason . . . 

SHRI NIREN GHOSH : Have the deletion 
here and extend it to others. 

SHRI P. GOVINDA MENON : And for 
that reason, without going into the merits of 
the matter, I oppose it. It was suggested, why 
not delete it. It can be deleted only if a Bill is 
brought to amend the Banking Regulation 
Act. That is what I was saying. That is why I 
said that the amendments of Mr. Arjun Arora 
and Mr. Subramania Menon were out of 
order. ' 

SHRI NIREN GHOSH : Can you give an 
assurance that you will do it ? 

SHRI P. GOVINDA MENON : I cannot 
give that assurance. I am here to pilot this 
Bill. I am not the Finance Minister in the 
Government of India. Therefore, I cannot give 
any assurance on that matter. I can give all 
assurances which will pertain to the Bill 
which is being discussed. With respect to 
36AD my objection is, without going into its 
merit, that it is wrong . . . 

SHRI ARIUN ARORA : May I interrupt 
you for a moment ? As Mr. Niren Ghosh has 
said, you may begin a good thing anywhere 
and it will extend itself. If you accept this 
amendment and free the employees of these 
14 nationalised banks from the rigours of 
section 36AD the other employees will know 
how to get section 36AD annulled, not by 
mass action and demonstration but by 
reference to a court of law because you will be 
discriminatory, etc. You know law much 
better than I do. If you begin it here, the bank 
employees all over the country will be free of 
the rigours of this unwarranted section 36AD. 

SHRI P. GOVINDA MENON : Probably if 
you go to a court of law, it may be this 
amendment which may be struck down and 
not the existing provisions in the Banking 
Regulation Act because they exist there. 

I am moving this Bill with the object of  
bringing   into   existence    14   public t sector 
banks.    I do not agree to a situation  in  which  
these   14 banks will be 



 

discriminated invidiously. Article 36AD 
should be applicable to them naturally 
because it will be applicable to banks even in 
the private sector which are not nationalised. 
For that reason I oppose this amendment. 

THE DEPUTY CHAIRMAN :   The 
question is : 

98. "That at page 13, for lines 22 
to 38, the following be substituted, 
namely :— 

'(1) In the Banking Regulation Act, 
1949, in sub-section (c) of section 5, for 
the words 'any company' the words, 
figures and brackets 'a corresponding 
new bank constituted under section 3 of 
the Banking Companies (Acquisition 
and Transfer of Undertakings) Act, 
1969, and any Company' shall be 
substituted.'" 

The motion was negatived. 

7 HE DEPUTY CHAIRMAN :   The 
question is : 

99. "That at page 13, for lines 28 
to 32 be deleted." 
The motion was negatived. 

THE DEPUTY CHAIRMAN :   The 
question is : 

100. "That at page 13, for lines 
28 to 32, the following be substituted, 
namely :— 

'(b) Section 36AD of the Banking 
Regulation Act, 1949, shall be omitted.'" 

The motion was negatived. 

THE DEPUTY CHAIRMAN : The 
question is : 

101. "That at page 14, after line 
51, the following be inserted, name- 
ly:- 

'(3A) Notwithstanding anything 
contained in any Act for the time being 
in force the corresponding banks shall 
not maintain any secret reserves and all 
reserves shall be published within three 
months of the passing of this Act.'" 

The motion was negatived. 

THE DEPUTY CHAIRMAN : Am-
endment No. 123 is barred because 
amendment No. 100 is lost. 

124. The question is : 

"That at page 14, lines 41 t0 45 be 
deleted." 
The motion was negatived. 

THE DEPUTY CHAIRMAN :   The 
question is : 

"That Clause 25 stand part of the Bill." 
The motion was adopted. 
Clause 25 was added to the Bill. 

Clauses 26 and 27 were added to the Bill. 

The First Schedule was added to the Bill. 
The Second Schedule 

SHRI  BALACHANDRA  MENON : 
Madam, I move : 

102. "That at pages 17 to 19, for 
the existing Second Schedule, the 
following be substituted, namely :— 

'The Second Schedule 

(.See section 6) 
The compensation to be paid by the 
Central Government to each of the 
existing bank in respect of the acquisition 
of the undertaking thereof shall be : 
(i) an amount equal to the stock 

exchange average market rate of the shares 
for each of the existing banks for preceding 
three years from the date of acquisition; or 

(ii) the actual value of the paid-up shares 
in each of the acquired units, whichever is 
higher.' " 

(The    amendment   also   stood   in    the 
names    of    Sarvshri    Bhupesh    Gupta, M.  
V. Bhadram, Z.   A.   Ahmad   and Kalyan 
Roy) 

SHRI M. D. NARAYAN (Mysore) : 
Madam, I move : 

103. "That at page 17, line 25, 
after the words 'State Governments* 
the words 'and Trustee securities gua 
ranteed by the Central or State Gov 
ernments' be inserted." 

SHRI      K.       P.       SUBRAMANIA 
MENON :  Madam, I move : 

104. "That at  page  18, after line 
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20, the following explanation be inserted, 
namely :— 

'Explanation.—In the calculation of 
assets, the value of assets equal to the 
total number of Special Reserve of a 
Bank formed in accordance with the 
provisions of the Banking Companies 
Act, 1949, shall not be taken into 
account.'" 
105. "That at page 18, for lines 

22 to 26, the following be substituted, 
namely :— 

'Explanation 1.—For the purpose of 
this clause, "value" shall be deemed to 
be the book value of the land or 
buildings as on the 19th day of July, 
1969.'" 

[The  amendments   also   stood   in   the 
names of Sarvshri M. R. Venkataraman, 
G.    Gopinathan    Nair    and    Kesavan 
Thazhava)]. 

SHRI    DAHYABHAI  V.    PATEL: 
Madam, I move : 

106. "That at page 19, after line 
35, the following be inserted, name 
ly :— 

'(<) goodwill of the undertakings as a 
going concern, regardless of whether any 
such asset appears in the book of the 
bank, valued at an amount equal to the 
aggregate of the profits of the bank (after 
deduction of tax) in respect of five 
completed accounting years 1964, 1965, 
1967 and 1968, plus the aggregate of the 
sums, if any, transferred to reserve fund 
in respect of those five accounting years' 
". 

(The  amendment   also   stood   in   the 
names of   Sarvshri M. K.   Mohta,   K. 
Sundaram, Lokanath Misra, Devi Singh 
and Ram Singh) 

The   questions  were  proposed. 

SHRI   BALACHANDRA  MENON : 
The question is how compensation should be 
paid. It is estimated to be Rs. 75 crores. It is 
also said that it may be up to Rs. 150 crores. 
My submission is that an amount equal to the 
average market rate of the shares of the 
existing banks should be paid as 
compensation. It will mean that we actually 
compensate these people much more and that 
money will also be used for blackmarketing, 
cornering other shares, etc. Compensation 
should not be paid to that extent.    I am not 
going 

to the extent of saying that there should be no 
compensation. That situation is over. We shall 
compensate to the extent that it is considered 
fair. What you are paying is not 
compensation. You are paying much more for 
the anti-national activities of these 
unscruplous people. 

SHRI N. SRI RAMA REDDY : Suppose he 
is a poor man. 

SHRI BALACHANDRA   MENON : 
In the case of poor men also what they should 
get is a fair compensation. It is not that their 
poverty should be removed this way. That is 
why I suggest that my amendment be 
accepted. 

 
"The compensation to be paid by the 

Central Government to each of the existing 
bank in respect of the acquisition of the 
undertaking thereof shall be : 

(i) an amount equal to the stock 
exchange average market rate of the 
shares for each of the existing banks for 
preceding three years from  the date of  
acquisition;  or 

(if) the actual value of the paid-up 
shares in each of the acquired units, 
whichever is higher." 
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SHRI A. G. KULKARNI (Maharashtra) :   
I want to say one word. 

THE DEPUTY CHAIRMAN : Just one 
word. 

SHRI A. G. KULKARNI : One or two 
minutes. Actually, Madam, I can educate the 
House on this matter. I am speaking now 
because I have not spoken on this Bill. 
Because this is a very important clause for 
the shareholders, I want to bring to the notice 
of the Minister that there are the First Sche-
dule and the Second Schedule. He has said 
that the estimated compensation to be paid 
will be Rs. 75 crores. In the Second Schedule 
you have stated that appreciation in the 
values will also be paid to the share-holders. 
7 P.M. 

Madam, I want to point out that the 
depositors had deposited money into the bank 
and the bank management invested the 
money that they got—by way of the 
difference between the interest accrued and 
the interest paid plus expenses—on the 
strength of those deposits in purchasing 
certain securities and buildings. Now, in this 
country during the last three Plan periods 
there has naturally been an increase in the 
prices of buildings. It is not as if the share-
holders have made some big effort of that the 
management has made some heroic effort to 
appreciate their value. That increase is a 
natural development in the last three Plans. 
Madam, particularly I would like to draw the 
attention of the Minister to the fact that if you 
take the balance-sheets of all the 14 nationa-
lised banks, you will see that the amount paid 
on equity capital is about Rs. 27.94 

crores, preference capital, Rs. 0.54 crores 
and free reserves, about Rs. 37.34 crores, 
the total amount being about Rs. 65.82 
crores. If this is met, justice will be done. 
Here the free reserves are also out of profits. 
What I want to say is that what the 
Government proposes in the Second 
Schedule goes beyond the scope of what 
nationalisation means. Here the increase due 
to revaluation of Government and non-
Govemment securities is round about Rs. 50 
crores and the increase due to re-valuation 
of buildings and lands is about Rs. 33 
crores. This increase of Rs. 83 crores is not 
because of any effort on the part of the 
shareholders. This appreciation in value is 
due to the various development Plans. So 
when the compensation money to be paid to 
the shareholders is to be considered. I would 
like the Government to take due note of 
what I have stated.    That is one thing. 

Secondly, the secret reserves of the bank 
is not a national item. How is this secret 
reserve created ? It is created like this. 
Suppose I declare 10 or 15 loans as bad 
loans, then I get that much benefit by way of 
less income-tax. But they will be there in 
the books of the bank—they are not washed 
out—and after some years they go after the 
debtor and through the court recover the 
money. So that reserve is already there in a 
different form. 

SHRI N. SRI RAMA REDDY : No, no. 
SHRI A. G. KULKARNI :  It is so. 

So I want to plead with the Government 
that they may examine this through experts. 
I maintain that the secret reserve is not a 
notional item. It is an item which is there in 
the books of the banks and it can be cashed. 
SHRI M. D. NARAYAN : Madam Deputy 

Chairman, regarding compensation it is 
provided that securities of the Central and 
State Governments other than the securities 
specified in clauses (ii) and (iii) of Part I (C) 
of the Second Schedule maturing for redemp-
tion within five years from the com-
mencement of the Act shall be valued at the 
face value or the market value, whichever is 
higher. But trustee securities are not included 
in the definition of "securities of Central and 
State Governments". Therefore, various 
trustee securities other than the securities of 1 
Central and State Governments like the 
securities of municipalities, electricity 
boards, land mortgage debentures, hous- 
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ing boards, etc., will not come under this 
clause but will be included in clause (iv) 
which reads as follows : 

"where the market value of any security, 
share, debenture, bond or other investment 
is not considered reasonable by reason of 
its having been affected by abnormal 
factors, the investment may be valued on 
the basis of its average market value over 
any reasonable period;" 

Now this is unfair as some of the banks have 
gone in for heavy investment in electricity 
boards, land mortgage debentures, etc., on the 
guarantee of the State Government. Their 
market quotations are sometimes two years 
old because there have been very few 
transactions in this. Therefore, I suggest that 
the trustee securities guaranteed either by the 
Central Government or the State Governments 
should also be included in clause (i) of Part I 
(C) of the Second Schedule. 

SHRI K. P. SUBRAMANIA MENON : 
Madam Deputy Chairman, now as you know, 
we are against paying compensation of any 
kind for this sort of thing, because in this 
particular case the money would have been 
paid back to the shareholders through 
dividends many times during the last so many 
years. Therefore, there is no material or moral 
reason to pay anything to the shareholders by 
way of compensation for the banks taken over 
by the Government. All the same, since we 
have got a Constitution which provides for 
such compensation and the question of am-
ending the Constitution to obviate the 
necessity of paying such compensation is not 
at the moment on the agenda, I would have 
thought that the Government would have tried 
to decrease the amount of compensation as far 
as possible, to keep it at the lowest limit. But 
the provisions in this Bill would inflate the 
compensation beyond all measure in such a 
way as to defeat the very purpose of 
nationalisation of the banking industry, 
because for many years to come, the profits 
which would accrue out of the banking 
business would be required to pay back 
compensation to the bank owners. Therefore, I 
have suggested two amendments. My first 
amendment is that in the calculation of assets, 
the value of assets equal to the total amount of 
Special Reserve of a bank formed in 
accordance with the provisions of the Banking 
Companies Act, 1949, shall not be taken into 
account.    Now, according to the Banking 

Companies Act, if you keep a Special Reserve, 
it gets tax exemption from the Government. 
Therefore, a provision had been made to keep 
this money as Special Reserve, which should 
have actually gone to the public exchequer. 
Therefore, there is absolutely no moral reason 
why the Government should now give 
compensation for the assets formed by this 
Special Reserves, which have been given tax 
exemption, etc., for its formation. 

Secondly, the value of buildings and lands 
should be the book value and not the market 
value. As you know, Madam, during the last 
so many years, due to the development 
activities of the Government, the value of 
lands and buildings has appreciated beyond 
all measure and for this the capitalists or the 
bankers have not contributed anything at all. 
In fact, they have benefited by the 
urbanisation, by the improvements in the city 
and by the congestion. They have got more 
rent out of it. Therefore, why should Govern-
ment, when they take over these lands and 
buildings, pay anything other than the book 
value of these buildings and land ? To pay the 
higher market value, which is beyond all its 
real intrinsic merit, is just a method of giving 
a lot of public money to these bankers and the 
shareholders.   Thank you. 

SHRI M. K. MOHTA : Madam Deputy 
Chairman, this is an extremely important 
matter, this matter of compensation to be paid 
for the acquisition of the banking business 
from the fourteen nationalised banks. I can 
understand one point of view which was pro-
pagated by Shri Rajnarain a little earlier that 
no compensation should be paid at all. 
Although Mr. Murahari was good enough to 
concede that at least the par value of the 
shares should be paid, Mr. Rajnarain said, 
"Don't pay anything." Even though I do not 
agree with him, I can understand that 
particular point of view . .. (.Interruption) But 
if you are going to pay compensation, at least 
pay a fair compensation. 

As far as the scheme of compensation that 
has been formulated under the Bill is 
concerned, all the tangible assets would be 
taken into account—all tangible assets like 
buildings, land, recoverable advances, and so 
on and so forth. But what about goodwill ? 
After all, a business does not run on tangible 
assets alone. Suppose you invest Rs. 100 in 
one business it may yield Rs. 5.    If you 
invest Rs.  100 in 
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a second business, it may yield Rs. 20. And in 
a third business if you invest Rs. 100, it may 
result in a loss of Rs. 20 like some of our 
public sector undertakings . . . 

DR. B. N. ANTANI (Gujarat) : All of 
them. 

SHRI M. K. MOHTA : Can all these three 
businesses be valued at the same hundred 
rupees ? No investor would do it. Even the 
Government would not do it. After all, the 
element of goodwill is there. The element of 
goodwill which is accepted all over the world, 
is not taken into account while fixing the 
compensation for the shareholders of these 
fourteen banks here. The element of goodwill 
does not appear in any books of accounts, but 
there is a way of ascertaining the goodwill and 
the criterion for that is the profits that have 
been made by the concern for the last three or 
four or five years. Therefore, it is my 
submission that the element of goodwill must 
be taken into account while fixing the 
compensation and the procedure for 
ascertaining such goodwill has been 
mentioned in my amendment. I would request 
the Government to accept my amendment. 

SHRI P. GOVINDA MENON : Madam, 
this matter of compensation is probably the 
most important provision in the Bill, and 
therefore, I crave your indulgence to give me 
a few minutes to explain the matter. I am 
sandwitched between two opinions, one group 
of Members saying that the compensation 
provided is too much and the other section 
saying that it is too low. It is in that 
predicament that I am situated. Therefore, 
before looking into the matter from a 
theoretical point of view, I Want to ask the 
Members of this House to look into the assets 
given here and consider what we are taking. 
They are given in (a), (b), (c), (d), etc.— 

"(a) the amount of cash in hand and with 
the Reserve Bank and the State Bank of 
India (including foreign currency notes 
which shall be converted at the market rate 
of exchange} ;" 

So, on the 19th July the Government of India 
took over some cash from the existing banks. 
The word "asset" is a general word. What we 
have taken under (a) is cash which exists as 
cash including foreign currency in these four- 

teen banks, and by way of compensation for 
this cash we are giving them securities at 4i 
per cent with a term of ten years and securities 
at 5i per cent with a term of thirty years. If the 
Government of India were to take that much 
of cash from the public today, these are the 
borrowing rates. 

Then come to (b)— 
"the amount of balances with any bank, 

whether on deposit or current account, and 
money at call and short notice, balances 
held outside India being converted at the 
market rate of exchange :" 

So, in (b) also we are taking some money 
from the existing banks and giving them these 
securities. 

If you come to (c) it is our own securities 
we are taking— 

"the market value, as on the day 
immediately before the commencement of 
this Act, of any securities, shares, 
debentures, bonds and other investments, 
held by the bank concerned;" 
Then come to (d) — 

"the amount of advances (including loans, 
cash credits, overdrafts, bills purchased and 
discounted) and other debts, whether 
secured or unsecured, to the extent to which 
they are reasonably considered recoverable, 
having regard to the value of the security, if 
any, the operation on the account, the 
reported worth and respectability of the 
borrower, the prospects of realisation and 
other relevant consideration;" 

These are the advances made by the bank. We 
do not take them at the face-value. They will 
be valued regard being had to the solvency of 
the persons who borrowed and all that. So,, it 
seems to me that if the face value-of an 
advance is. say, Rs. 100, its evaluation will be 
Rs. 75 or Rs. 80 or so— I do not know exactly 
because the solvency also... 

SHRI A. G. KULKARNI : How can it be ? 
I do not understand this. Suppose the existing 
Bank A has loaned Rs. 10,000 to a certain 
person, say, B. Do you mean to say that you 
are roing to enquire into the solvency of B and 
if B is found to be solvent for only Rs. 8.000, 
then Rs. 2,000 are to be deducted ? 

SHRI P. GOVINDA MENON : That is 
what I mean. 
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SHRI A. G. KULKARNI : No, Sir. How 
can it be ? 

SHRI P. GOVINDA MENON : What I 
mean is that the Reserve Bank of India will 
advise the Government as to how to value 
these advances. If Rs. 10,000 has been 
advanced to a pauper, it cannot be valued at 
Rs. 10,000. It will have to be valued at 
something much less. I do not understand if 
there is anything extraordinary in what I 
said— 

"the amount of advances (including 
loans, cash credits, overdrafts, bills 
purchased and discounted) and other debts, 
whether secured or unsecured, to the extent 
to which they are reasonably considered 
recoverable, having regard to the value of 
the security, if any, the operation on the 
account, the reported worth and 
respectability of the borrower, the 
prospects of realisation and other relevant 
considerations;" 

It is here in black and white that these things 
will be taken into consideration in valuing the 
advances. 

I will skip over (e). I will come to it later 
because there may be some controversy about 
it. 

Then come to (f). What is it? It is again the 
money— 

"the total amount of the premia paid, in 
respect of all leasehold properties, reduced 
in the case of each such premium by an 
amount which bears to such premium the 
same proportion as the expired term of the 
lease in respect of which such premium 
shall have been paid bears to the total term 
of the lease;" 

That   is   also   money taken as premia. 
Then (g) — 

"the written down value as per books, or 
the realisable value, as may be considered 
reasonable, of all furniture, fixtures and 
fittings;" 
Then   (h) — 

"the market or realisable value, as may 
be appropriate, of other assets appearing on 
the books of the bank, no value being 
allowed for capitalised expenses, such as 
share selling commission, organisational 
expenses and brokerage, losses incurred and 
similar other items." 

Therefore, excepting (e) in the item of 
"Assets" given in the Second Schedule, 

everything else came into the hands of the 
Government of India on the 19th July and 
most of which is money. 

Then we come to (e) which refers to "the 
value of any land or building" ... 

SHRI GODEY MURAHARI: The banks 
trade in money. It is not like that of a store 
where you have stock-in-trade. Your 
argument amounts to this that you buy a store 
for Rs. 20,000. The store is worth Rs. 20,000. 
You pay the sum of Rs. 20,000, and then you 
go on valuing every single item and pay sepa-
rately for it again. 

SHRI P. GOVINDA MENON : I do not 
understand this argument. I said when we are 
taking money, for taking that money we are 
giving them stock certificates . . . 

SHRI   A.   G.   KULKARNI:    The 
money belongs to the depositors. 

SHRI P. GOVINDA MENON : We will 
come to that later. 

(Interruption  by  Shri A.  G.  Kulkarni again) 

SHRI P. GOVINDA MENON : Why do 
you say that I do not know anything about this 
? 

Now there is (e) which refers to lands and 
buildings. Why I explain it at length is, when 
you speak of taking over the assets, you think 
that you are taking over a company or a 
factory or a business. It is not like that. The 
only thing with the banks are lands and 
buildings which have to be valued. These are 
termed in the Banking Law as non-banking 
assets of a company. Under the Banking 
Regulations no bank can keep non-banking 
assets with them for more than a certain 
period—4 or 5 years or 7 years, I do not 
remember that,—unless it be for the conduct 
of their office. Therefore in (e) will come the 
office buildings where the office building 
belongs to the bank. I know that many banks 
are conducting their offices in rented 
buildings, because recently there has been a 
proliferation of the banking activities and new 
branches have started. Where the bank owns 
its own lands and buildings, how is it to be 
valued ? We have not provided for market 
value although the word is used there. We 
said 'ascertained value'. What is this ascer-
tained value ? You first of all consider what 
will be the rental, not gross rental 
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but net rental. Net rental is calculated and it 
is multiplied by twelve. That is, we presume 
that a eight and one third per cent, return on 
real property will be a fair return. It is only 
with respect to the valuation of lands and 
buildings that there can be a controversy 
whether the book value should be taken or 
the ascertained value. In the matter of 
valuation,of real property, a well-recognised 
principle is this rental principle. Capitalise it 
fifteen times, twelve times or eighteen times. 
We have added up to 12 times because it 
would bring a return of eight and one-third 
per cent. Mr. Kulkarni said that all these 
belong to the depositors. I wonder whether 
he has a deposit in any of the banks and if 
so, whether he would claim a share in the 
assets of any of these banks. That is a 
manner of speaking. These belong to the 
shareholders. We are not compensating any 
of the big businessman or any of the 
capitalists in this country. When we say that 
Bank A belongs to capitalist X, Bank B 
belongs to capitalist Y and Bank C belongs 
to capitalist Z, what we mean is that these 
capitalists X, Y and Z have managed to get 
into their hands the money of the thousands 
of shareholders in this country and the 
deposits of thousands of depositors and have 
manipulated. In fact that is the nature of 
hanking—a few dealing with the money of 
many. 

SHRI GODEY MURAHARI : You are 
going to pay a few the money deposited by  
many. 

SHRI  P. GOVINDA MENON :    If 
your understanding of what I said is that 
way, I have not very great respect for your 
understanding. 

SHRI    GODEY    MURAHARI:    If 
you have proper understanding, this 
Schedule would never have been there. In 
the first place, Mr. Menon. you have very  
little understanding of banking. 

SHRI P. GOVINDA MENON : I do not 
propose to learn anything about banking 
from the hon. Member. Now these belong to 
the thousands of shareholders in this 
country. This morning I read out that in one 
of the banks, the Central Bank of India, the 
number of shareholders is about 30,000. 

SHRI P. C. MITRA (Bihar) : There 
might be 30,000 but it may have been 
cornered by a few. 

SHRI P. GOVINDA MENON : I referred 
to the number of shareholders. We refer to a 
bank as the bank of Mr. X, but the money we 
give by way of compensation goes to the 
shareholders. That is the provision in the Bill. 
The interim payment will gD to the share-
holders and in clause 15(4) we have said that 
the existing banks shall distribute it to the 
shareholders. Therefore I conceive that in this 
fixing of compensation, we should look to the 
fact that this is intended to go the thousands 
and tens of thousands of shareholders in this 
country who are not capitalists. 

SHRI M. M. DHARIA (Maharashtra) : I do 
feel that here I can understand the Minister 
speaking because of the present constitutional 
provision we have to pay according to the 
present market value so that it would not be 
challenged in the Supreme Court but has not 
the time come in this country that for the 
implementation of the economic measures, the 
protection given by the Constitution shall have 
to be withdrawn ? I want that sort of an assu-
rance from the Government in this House. It is 
not a question of failing to respect somebody's 
understanding but the question is of 
understanding the present economic and social 
conditions in the country and this guarantee 
given under the Constitution shall have to be 
taken away; otherwise this Government is 
going to pay those who have already squeezed 
enough money from the society. 

SHRI P. GOVINDA MENON : I am 
speaking in the situation when the 
Constitution referred to by Mr. Dharia is 
there. I cannot forget the Constitution. I 
cannot forget article 31 of the Constitution. 
We have to pay compensation but I was also 
saying that it is not correct to think that this is 
a kind of acquisition of property from the 
capitalists in this country. That will apply to 
other kinds of nationalisations, not to this 
where the money by and large will go to the 
ordinary shareholders. 

SHRI GODEY MURAHARI: This is a 
wrong argument. The public limited 
companies have thousands of shareholders. 
The same argument will be used by you  ... 

SHRI M. M. DHARIA : I want him to 
study the share pattern ... 

(Interruptions) 
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SHRI    P.    GOVINDA     MENON : 
Therefore we have to take a via media. We 
have to see that too much will not go to the 
banks nor to too low a compensation will be 
provided. As was rightly pointed out by Mr. 
Dharia, we are working under the limitations 
of the Constitution. That also is there. Without 
payment of compensation, an illusory 
compensation will not be accepted by the 
court. So we have to provide a reasonable 
compensation. Regarding acquisition which 
we make under the Constitution, when you 
take Rs. 1,000 from a bank and say you will 
give 4£ per cent, security with a term of 10 
years or 5i per cent, security with a term of 30 
years, it is a reasonable thing because we are 
taking money and without this money these 
nationalised banks cannot function. From 19th 
July these nationalised banks function because 
the money which was there in the existing 
banks have been taken over. So I would 
submit that all the criticisms made one way or 
the other are not valid nor are they acceptable 
to me. What Mr. Dharia said is a different 
matter but that does not arise here. 

SHRI N. SRI RAMA REDDY : He wants 
you to act unconstitutionally. 

SHRI P. GOVINDA MENON : That is not 
what he said. He wanted me to assure that 
there will be an amendment of the 
Constitution and the provisions of article 31 
will be changed. When that occasion arises, 
he can see where I am in the matter. 

SHRI M. M. DHARIA : When we have to 
pay Rs. 150 years, is it not the proper 
occasion ? 

SHRI P. GOVINDA MENON : Mr. Patel 
moved an amendment that goodwill have to 
me paid to all. And the formula given for that 
appears to be a very curious formula, and I am 
sure some Members on the Opposition will 
also ask for a reduction for the illwill of the 
companies also. 

THE DEPUTY CHAIRMAN :   The 
questions is : 

102. "That at page 17 to 19, for the 
existing Second Schedule, the following be 
substituted, namely :— 

The Second Schedule 
(See section 6) 

The compensation to be paid by the Central 
Government to each of the exist- 

ing banks in respect of the acquisition: of the 
undertaking thereof shall be— 

(i) an amount equal to the stock 
exchange average market rate of the shares 
for each of the existing banks for preceding 
three years from the date of acquisition; or 

(ii) the actual value of the paid-up shares 
in each of the acquired units, whichever is 
higher.'" 
The motion was negatived. 

THE DEPUTY CHAIRMAN :   The 
questions is : 

103. 'That at page 17, line 25, after 
the words 'State Governments', the 
words, 'and Trustee securities guaran 
teed by the Central or State Govern 
ments', be inserted." 
The motion was negatived. 

THE DEPUTY CHAIRMAN :   The-
question is : 

104. "That at page 18, after line 
20, the following Explanation be in 
serted, namely :— 

'Explanation.—In the calculation of 
assets the value of assets equal to the 
total number of Special Reserve of a 
Bank formed in accordance with the 
provisions of the Banking Companies 
Act, 1949, shall not be taken into 
account." 

The motion was negatived. 

THE DEPUTY CHAIRMAN :   The 
question is : 

105. "That at page 18. for lines 22 
to 26, the following be substituted, 
namely :— 

'Explanation 1.—For the purpose of 
this clause, "value" shall be deemed to 
be the book value of the land or 
buildings as on the 19th day of July, 
1969.' " 

The motion was negatived. 

THE DEPUTY CHAIRMAN :   The 
question is : 

106. "That at page 19, after line 
35, the following be inserted, name 
ly :- 

'(i) goodwill of the undertakings as a 
going concern, regardless of whether 
any such asset appears in the books of 
the bank, valued at an amount equal to 
the aggregate of the profits of the   bank   
(after 
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deduction of tax) in respect of five 
completed accounting years 1964, 1965, 
1967 and 1968, plus the aggregate of the 
sums, if any, transferred to reserve fund 
in respect of those five accounting 
years.'" 

The motion was negatived. 

THE DEPUTY CHAIRMAN:  The 
.question is : 

"That the Second Schedule stand part of 
the Bill." 
The motion was adopted. 

The Second Schedule was added   to the 
Bill. 

The Third Schedule was added to the Bill. 
Clause 1—Short title and commencement 

SHRI J. P. YADAV : I move : 

15. "That at page 1, for lines 7 and 8. the 
following be substituted, namely :— 

'(2) It shall come into force on such 
date as the Central Government may, by 
notification in the official gazette, 
appoint.'" 

The question was proposed. 

SHRI    P.    GOVINDA     MENON: 

Madam, I cannot accept this amendment 
because the promulgation of the Ordinance 
was on the 19th day of July, 1969, and now 
we cannot fix another date on which this Bill 
replacing the same Ordinance shall come into 
force as an Act. The Act also should take 
effect on and from the 19th day of July, 1*69. 

THE DEPUTY CHAIRMAN :   The 
question  is : 

15. "That at page 1, for lines 7 and 8, 
the following be substituted, namely :— 

'(2) It shall come into force on such 
date as the Central Government may, by 
notification in the official gazette, 
appoint.'" 

The motion was negatived. 

The  DEPUTY  CHAIRMAN:    The 
question is : 

'That clause 1 stand part of the Bill." 
The motion was adopted. 
Clause 1  was added to the Bill. 
The Enacting Formula and the Title were 

added to the Bill. 
Long title 

THE DEPUTY CHAIRMAN : There is an 
amendment but it is barred. 

SHRI GODEY MURAHARI:  Why 
is it barred ? 

SHRI P. GOVINDA MENON : It is 
because only fourteen banks will be 
nationalised. So the word 'certain' appears 
there. 
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SHRI P. GOVINDA MENON : It is barred 
because we have already decided that fourteen 
banks alone will be nationalised, and they 
figure in the First Schedule. So the word 
'certain' should be there. 

THE DEPUTY CHAIRMAN : The 
question is : 

"That the Long Title stand part of the 
Bill." 
The motion was adopted. 
The Long Title was added to the Bill. 

THE DEPUTY CHAIRMAN : Before I 
take up the third reading there are two 
messages from the Lok Sabha. 

MESSAGES FROM THE LOK SABHA 

1. THE CENTRAL SALES TAX (AMENDMENT) 
BILL, 1969 

2. THE SALARIES AND ALLOWANCES OF 
MEMBERS OF PARLIAMENT (AMEND-

MENT) BIL, 1969 

SECRETARY : Madam, I have to report to 
the House the following messages received 
from the Lok Sabha signed by the Secretary 
of the Lok Sabha : 

(1) 
"In accordance with the provisions of 

Rule 96 of the Rules of Procedure and 
Conduct of Business in Lok Sabha, I am 
directed to enclose herewith the Central 
Sales Tax (Amendment) Bill, 1969, as 
passed by Lok Sabha at its sitting held on 
the 7th August, 1969. 

The Speaker has certified that this Bill is 
a Money Bill within the meaning of Article 
110 of the Constitution of India." 

(2) 

"In accordance with the provisions of 
Rule 96 of the Rules of Procedure and 
Conduct of Business in Lok Sabha, I am 
directed to enclose herewith the Salaries 
and Allowances of Members of Parliament 
(Amendment) Bill, 1969, as passed by Lok 
Sabha at its sitting held on the 7th August.  
1969." 
Madam I lay both the Bills on the 

Table.  

THE        BANKING        COMPANIES 
(ACQUISITION    AND     TRANSFER 
OF UNDERTAKINGS) BILL, 1969— 

contd. 

THE DEPUTY CHAIRMAN : Now we 
take up the third reading. The Minister. 

SHRI P. GOVINDA MENON: Madam, I 
move : 

"That the Bill be passed." 
The question was proposed. 

THE DEPUTY CHAIRMAN : Now I want 
to appeal to the Members of the House that 
those who have already spoken may not speak 
again and only those who have not 
participated in the debate may speak. One 
Member only from every party or group. 

SHRI LOKANATH MISRA 
(Orissa) : Madam, I shall take two minutes 
only. In the course of the long discussion, my 
party—and I suppose the Jan Sangh also—
made some constructive suggestions in the 
shape of amendments to the Government for 
acceptance. We find that the Government is 
not responsive at all. Therefore we feel it is 
futile on our part to participate in the third 
reading of the Bill. 

(Interruptions) 
If you keep on shouting I would be on my 

feet for long. Madam, it is they who are 
causing delay, not I. In a democracy, I feel, 
Madam, that members of every party have the 
right to speak and express their views on the 
floor of the House. Now, if that right is going 
to be throttled, then I would see that the Bill 
does not get through quickly, I will go on 
talking for half an hour and one hour. 

SHRI M.  M. DHARIA :  How can 
you? 

SHRI LOKANATH MISRA : I will go on 
talking and I will arrange that the Members of 
my party go on talking if that is the attitude. 

DR. B. N. ANTANI : If you permit. 
Madam, I can go on speaking all night up to 
close in the morning. 

SHRI LOKANATH MISRA: But that is 
not how we view at things. We want to 
behave in this House and we want others   
also   to   behave in   this 


