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DR. B. N. ANTANI (Gujarat): In view
of the present situation, while
sympathising with the Government of
India in their difficulties, are the Gov-
ernment prepared to consider the policy

of abolition of the zonal system, which
might alleviate the present difficulties?

SHRI JAGJIVAN RAM: It raises a
question of policy. As the hon. Member
is aware, this question was decided in the
Conference of Chief Ministers of all the
States concerned ..

DR. B. N. ANTANI: Revise it.

SHRI JAGJIVAN RAM: If it. is to be
revised, it can be revised only with the
agreement of the Chiei Ministers of
various States concerned.

A OFTTEN . qa? feay S
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THE VICE-CHAIRMAN" (SHRI M.
P, BHARGAVA): You cannot cross-
examine him now.
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SHRI JAGJIVAN RAM: In view of
the situation that has developed, I am
thinking of calling a conference of the
Standing Committee of the Chief
Ministers Conference very shortly.

RESOLUTION RE. NATIONALISA-
TION OF CREDIT INSTITUTIONS
IN THE COUNTRY— contd.

THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA): Mr. Kulkarni.

SHRI MULKA GOVINDA
(Mysore): What about my suggestion?

THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA): Government can
intervene at any stange. As soon as the
Minister is here, I will ask him to
intervene.

SHRI A. G. KULKARNI (MAHA-
RASHTRA): Mr. Vice-Chairman, I want
to bring to the notice of the House that
though this Resolution w moved by Shri
Banka Behary Das, the basic problem of
the credit institutions has to he Tooked
into. . °

sfi waerEn  (IHT 93W)
TAANE T 9T a1 AEF wOAT TZAT |

SHRr A. G. KULKARNI: Production
must be maintained. If production in all
the sectors, whether public sector, private
sector or cooperative sector, is to be
maintained, I have to support this
Resolution. There is a lack of
understanding on the part of these people
who are controlling the credit institutions,
to understand the credit worthiness of the
small people. That is why in this country,
though much credit is available, in an
under developed country like ours, so
many small people are not coming
forward to start their industries. That is
why I am suggesting that nationalisation
of banks should be taken in hand.
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For example, you will see that the total
requirements of the small industries are
of the order of Rs. 1500 crores. They are
giving , production of 40 per cent of the
total national productin in the organised
sector of industries. They are giving
employment to sixty per cent of the
people, of the total organised em-
ployment. A, against this, their re-
quirements of working capital are met to
the extent of sixty per cent only. What is
the credit available in this country? We
have achieved ireedom. We talk of
socialism. How can we achieve
socialism? If such meagre facilities are
made available to the small men, how do
you think their interests will be served by
keeping the banks under the present pat-
tern of the Reserve Bank's control?

Nationalisation of

Similarly, I may say again that in the
case of the big industrialists, as has been
brought out in the Hazari Report, they
are floating new industries, new ventures
by equity participation up to ten per cent
only. For the balance they have recourse
to banking institutions and the capital
market. In the case of small industries, it
is found that they have no recourse to
banking institutions. They have not been
recognised by the big lords sitting in the
board of directors of these big banks. He
has to produce 58 per cent of the total
requirements of the capital to start an in-
dustry. With so much handicap, how this
socialism is going to be achieved is a
very big question.

Again, | want to bring to the notice of
this House another instance. The State
Financial Corporations have been
created. One of my friends suggested that
there are various institutions giving
credit in this country. If you go through
the reports of the State Financial
Corporations, you will find that barely
ten per cent of the money has been
invested in the small industry as capital
loans. The balance of the money has
been invested in big industries and
medium-scale industries. So, with this
kind of difference and disparity in the
attitude of the directorate of these
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big banks, hoy, is it possible for the small
industries to grow in the present
circumstances?

Similarly, another field is the co-
operative sector. We have found and so
many of my friends have also mentioned
it here that Rs. &00 crores are available
for the co-operative sector, roughly Rs.
10 per acre. As you know, we want more
food. We want these hybrid varieties to
be grown. We want the maximum of
food production. We want mechani-
sation. I think that unless Rs. 5,000 are
made availbale per acre, no medium-
scale mechanisation of the farms can be
made. So, looking to this very negligible
amount being made available to the
agriculturists, whatever we talk of
increased food production and food
selfsufficiency by 1970-71, is not going
to take place. Unless nationalisation of
banks is immediately achieved, I do not
think that the Government will make any

break-through in regard to food
production in the country.
At the same time, Mr. Chinai

mentioned that the IFC and ICICI are
catering to the needs of the indus ries. I
vehemently oppose thfe proposal because
the co-operative sector as at present is a
very big problem in this country. As you
know, the minimum requirements of the
co-operative sugar factories and co-
operative spinning mills are round about
Rs. 50 crores. The Government in
another department, in the Industries
department has licensed th, co-operative
sugar factories and co-operative spinning
mills which require Rs. 50 crores. The
Finance Minister has provided only Rs.
30 crores in the last Budget plus Rs. 10
crores in this Budget. Out of that how
much money is going to be used by the
co-operative sector? I have got my own
doubts. 1 think unless certain drastic
measures are taken in allocating priority
for utilising this credit by the various
sectors of industry, whether private,
public, small, big or the co-operative
sector, these things are not going to be
achieved. I submit to the House that for
this
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purpose the nationalisation of industries or
social control of industries or whatever
control of industries te necessary must take
place.

Mr. Chinai also suggested that ihe Reserve
Bank has got all the control. I oppose his
suggestion. The Reserve Bank has got all the
controls, but having all >the controls, the
mischief is going on and having all these con-
trols the grains and other raw materials of
industries are hoarded by various people. He
was saying that the directors of the board
cannot take money. W, have got ample
evidence to show that his relative, his
daughter, his son-in-law and various other
men— because he himself sits on the board of
the bank—under various pretexts and various
names get money. Money is lent to them to
hoard such strategic raw materials including
foodgrains. That is why we have the present
difficulties in the country.

While commenting on these bad practices,
in affording credit to the *monopolistic people
who control these banks, at least the
Government should take immediate steps to
see that the boards of public institutions like
IFC. ICICI and th, Reserve Bank are so-
cialised. I do not say nationalise. Let us
socialise these boards of directors. Who are
the people who are taken on thes. boards?
They have no ementality to take risk. They
have got no eye towards the development of
the country. They ar. only seeing to the
credit-worthiness and security of the funds.
They are expected to distribute it to a worthy
cause. In this respect, I do think there is a
very urgent necessity for these boards to be
socialised immediately. I quite understand the
importance of distribution of money that we
are talking about. Similarly, collection of
money, saving, is also an important problem.
May I suggest to the hon. Finance Minister
that in the rural areas, due to the increase in
the agricultural targets, due to the increase in
inputs in agriculture, more crop and more
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money is coming to the agricultural sector?
The present scheduled banks and the present
institutional financial schemes are not
reaching the remotest corners in the villages.
In this respect, may I suggest that the Reserve
Bank should evolve a procedure of opening
urban co-operative banks on a very large
scale in rural areas so that the savings can be
mopped up and utilised for the productive
purposes of this country? I may mention here
that there are at present co-operative credit
institutions in villages. They cannot accept
deposits, nor give loans, because they have
got certain inhibitions under the Co-
operatives Act. Even if these societies are
permitted to collect deposits and give loans to
the agriculturists ait the time of need, this
money can be mopped up for the better
purposes of the country's development
programmes.

In such circumstances, while lending -
support to the nationalisation of banks, I also
come to another aspect of this question. It is
the distribution system. This is what we call
the control on lhe productive system of the
country. In this distribution system I can say
that the biggest malpractice at present is due
to this export-import business. I do suggest to
the House and I do recommend that this
export-import business should be
nationalised, just like the S.T.C, entering it.
What is the S.T.C.'s share in the total trade? It
is not more than 10 or 15 per cent. In the
circumstances, I do suggest that unless
increased participation by th, S.T.C, or seme
such similar organisation in the country-
export-import programme takes place. all our
talk of creating an afflueni society or giving
opportunities to the new technocrats who are
coming up in the rural areas will fall flat. In
such circumstances. I recommend to the

House that they should support the
nationalisation of banks.
THE  -VICE-CHAIRMAN (SHRI

MP BHARGAVAL: Mr. Pant
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SHRI LOKANATH MISRA. I want *fo
speak for ten minutes.

THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA): The leader of tha P.S.P. said
that the Minister be called.

SHRI NIREN GHOSH (West Bengal): I
propose that the sitting of the House be
extended till six, because we have los* half
an hour.

THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA): We have yet forty minutes.
At five we shalJ

THE MINISTER OF STATE IN THE
MINISTRY OF FINANCE (SHRI K. C.
PANT): Mr. Vice-Chairman, I am very
grateful to the Members who have
participated in this debate fur the knowledge,
study and personal experience which they
have brought o bear on the subject under
discussion. Many of them, as the last
speaker, have personal experience of certain
sectors of the economy. Mr. Kulkarni is
associated with the cooperative sector. Any

remarks from them regarding their
specialised  fields  deserve  particular
consideration.

As far as my purpose in im er ing in this
debate goes, Mr.  Vice-Chairman, it ig
firstly.

SHRI D. L. SEN GUPTA: Do you oppose
or support it? Tell us so that we can
understand you.

SHRI K. C. PANT: Do not be so very
impatient. My first objective is to define the
Government's broad altitude and approach to
banking and credit institutions and general
insurance within the framework of the
general economic policy of the Government.
My second objective would be to try to
survey the history of the growth of banking
and credit institutions in (his country in order
to see what steps have been taken in tha
course of the last twenty years to build up the
banking and credit struc-1 ure in this country
which would er the needs of our particular
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situation. My third objective would be to try
and meet some of the specific points that
have been raised in the course of the debate.

Sc far as the first objective goes, f have no
hesitation in saying that we are agreed—the
mover and I—that there should be no
monopolist control over the country's
economy. That has been the -consistent
approach of this Government and our party,
and there is no quarrel on that at all. And why
should 1 speak of parties? It is not a party
matter. It is included in the Directive
Principles of the Constitution which enjoin on
us to operate the economic system in a way
that it docs not result in the concentration of
wealth and means of production to the
common detriment. Then there is the
resolution adopted by Parliament in
December 1954 which adopted (he socialist
pattern of society as the objective of social
and economic policy, and we abide by that
resolution. Our strategy within the framework
of this broad approach has been a strategy of
planned development and to carry out that
planned development with a mixed economy
so as to subserve the twin purposes of
democracy and socialism. That has been our
broad approach, and this approach has been
incorporated in the indus'rial policy
resolution of 1956. I do not want to go into
details, but the House is aware that broadly
speaking that resolution lays down the
principles on which our industrial policy is
based, and it lays down particularly that the
public sector will gradually expand and will
gradually occupy a larger area in the
industrial map of this country and, secondly,
that it will—to use the late Shri Jawaharlal
Nehru's words—control the commanding
heights of the economy. Thirdly, I think
implicit in that resolution is the desire to
create conditions in which new entrants of the
type mentioned by my friend, Mr. Dharia, or
Shri Kulkarni can enter industry and trade,
and co-operatives can prosper. These all
inherent in the industrial
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policy resolution of 1956 and it has been the
Government's policy all these years to adhere
to these broad principles and this broad
framework, nnd I submit that the
Governments approach in regard to banking
and credit institutions has also been fully in
conformity with the basic principles which I
have just outlined.

Mr. Vice-Chairman, I would like to say
briefly that some Members have expressed
the fear that the present banking system is a
monopoly. The fact is that at present there are
as many as 97 banks functioning with
competition among themselves. I can give the
break-up and details, but I do not think it is
neeessary. The second point that I would like
to clarify is that banks come into the picture
after factories have been set up. Banks do not
license factories nor do banks contribute to
the initial capital of factories. Therefore, it
would be unfair to blame banks for the
growth of any monopolist tendencies in the
country.

SHRI ARJUN ARORA (Uttar Pradesh):
But banks underwrite equity capital.

SHRI K. C. PANT: Very limited

SHRI ARJUN ARORA: They do.

SHRI1 K. C. PANT: If you care to study the
figures which I have taken the trouble t, do,
you wiH realise that the bulk of it goes into
working capital and not the initial capital.

Let me briefly survey the growth of
banking in India ever since independence. At
the time of independence, that is in 1947,
there was the Reserve Bank already existing,
but the Reserve Bank's powers were were
rather limited. Almost :he first step taken by
this Government, by the Government of
independent India, was to nationalise the
Reserve Bank in  19<?8. Then came the
enacimen".
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of the Banking Regulation Act of 1949 and
this gave substantial powers to the Reserve
Bank to control the operation of the banking
companies. Those powers have been
increased from time to time. But I should like
to group them under three broad heads. Sir,
these powers were taken by the Government
or by the Reserve Bank with these basic
objectives;

(1) pro.ection of depositors' interests;

(2) prevention of concentration of

economic power; and (3) enforce
ment of the appropriate credit policy
to serve the committed economic
and social goals. Now, 1 should
briefly like to refer to the specific
powers for the achievement of these
three objectives. Firstly, 1 shall

refer to the group of powers, the
regulatory powers, which were meant
to subserve the first objective,
namely, to safeguard the depositors'
interests.

The safety of depositors' interests depends
primarily on sound management and I shall
refer only to the main enactments because the
enactments are too many. I have jus', selected
the main enactmens. In 1956 powers were
taken., to secure better management of banks
through prohibition of appointment of direc-
tors and issue of directives to banking
companies to take such steps as may be
necessary in the public interest and to depute
observers to the meetings of the board of
directors. Then in 1960, the Reserve Bank
was given wide powers to reconstruct and
amalgamate banking companies. In 1963, the
Reserve Bank was equipped with further
powers to remove directors and other
managerial personnel and appoint its
nominees and to appoint additional directors
up to a specified quota.

Then comes the second group of regulatory
powers which are meant to prevent
concentration of control by any individual or
group of indivi duals and I think it is very
important, in view of the comments thai have
been made in this* House, thai hon.
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Members should be fully apprised of the
powers already available to the Reserve Bank
for this purpose. Firstly, no person holding
shares in 1 banking company can exercise
'cting rights in excess of I per cent >f the total
voting rights of all the shareholders.
Secondly, director of .. banking company
cannot be the '.irector of another banking
company r cf companies, which, among
themselves, are entitled to receive voting
tights in excess of 20 per cent of the to al
voting rights of all the shareholders of the
banking company. Thirdly, no banking
company cen give any unsecured loans and
advances to any cf its directors or to frms or
private companies in which ; ny of the
directors is interested or to a company in
which the chairman ( f the banking company
is interested es a chairman or managing agent
or ii a similar associated capacity. Fourthly,
the annual inspection of ihe banks is an
important instrument in the hands of the
Reserve Bank to ensure that advances to
companies in vrhich the directors are
interested do rot exceed a certain percentage
of tie total advances.

Then comes the third group of r egulatory
powers, Mr. Vice-Chairman, and these relate
to the issue of directives on matters of credit
policy, prescription of margin requirements
and credit ceilings and similar credit
regulation, as may be necessary from time to
time, in the light of the prevailing economic
and monetary conditions.

Then, Sir, I would refer to the most
significant single event in the banking sector
in the last ten years, which was the
nationalisation of the Imperial Bank in 1955
and its constitution as the State Bank of India.
Subsequently, in 1959 and 1960, eight banks
operating in the erstwhile Part B Sta'es wer,e
constituted as subsidiaries of the State Bank
of India. Now, the decision to create a public
sector j in banking was taken in pursuance of
j the recommendations arising out of
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a comprehensive enquiry by the AU India
Committee on Rural Credit Survey in the
field of rural and cooperative credit. It was
felt that it was necessary to make ,
determined effort to., extend banking
facilities in rural and semi-urban areas and
Government did not hesitate to nationalise
the premier banking institution of the
country. Thi; was in conformity with the
accepted policy of acquiring for the public
sector a predominant role in every important
field of economic and financial activity.

Le -me briefly refer to some Of ihe
important structural changes that haVe taken
place in the banking sectOT in the last
decade. In 1956, there were 423 banks, all but
89 of them being non-scheduled. Today there
are only 97 functioning banks, as I said ear-
lier, 24 of them being non-scheduled. The
figures mentioned by Shri Banka Behary Das
referred to the position as at the end of 1965.
That was the position then. Now it has
changed. Now, this is a reflection of the
process of consolidation of the banking
system that has been consciously brought
about. But it has been brought about in a
manner which has not led to the contraction
of facilities. In fact between 1956 and 1966,
there has been an increase of well over 60 per
cent in the matter of expansion of branches
and the network of branches in the rural and
semi-urban areas by the public sector banks
has been quite significant. Some years ago,
there was a heavy concentration of branches
in the urban centres and the vast hinterland
was completely neglected. I am glad to say
that the public sector banks have, to a large
extent, corrected this imbalance. They have
taken a lead in this matter. Between 1955 and
1965, the State Bank of India has opened
brances in 1,040 places which have a
population of less than 25,000, as against
only 114 branches in places with a population
of over 50,000. And I am glad to say that
even the commercial banks have of late
started following the lead given by the State
Bank of India and they are gradually opened
up branches in th*'
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hitherto unbanked areas. Nevertheless, there
are still about 900 unbanked towns to be
tapped, not to speak of our five lakh odd
villages.. Therefore, a vigorous pxpansion
programme is necessary.

At present, Sir, the percentage of bank
deposit io natonal inpome which was 9 per
cent in 1951 has improved to 15 per cent in
1965. But it is still much below th: corres-
ponding figures in many of the other
advanced countries. For instance, in Japan,
the USA and the UK, the percentage is TO.
49 and 39 respectively, in relation to our 15
per cent. Thus, it wiH. b, see, what tremen-
dous efforts are still required to mobilise our
deposits.

Now, Mr. Vice-Chairman, I shall eom, ;o
some of the criticisms that been levelled
against the present situation and particularly
one criticism is that you "¢ legislated, you
have taken powers, but in spite of these, the
results are not what they ought to be. 1 have
listened very carefully to the speeches of the
hon." Members and the three or four main
streams of criticism are, 1 think, ihe
following, firstly, that tlie big business is
appropriating a larger and larger share of
industrial credit; s;condly that the directors
and others concerned enjoy advances at
preferences of interest; thirdly tbat the small-
scale industries continue to be neglected; and
fourthly that though agriculture is still a

major field of productive activity, it
continues to get a pitiably low share Of
advances.

e, I think, are the four main streams
of criticisms that have been levelled. I would
be the last person 'ni dismiss these criticisms
off-hand as being ill-conceived. All of them
are not ill-conceived, but I do think that some
of them at least are roooted in certain
misapprehensions. (Interruption by Shri D. L.
Sen Gupta) 1 shall like to give the full facts if
the hon. Member has the patience to listen
to them
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I of all. Sir, I should like to refer to advances
to industry. Now ihe share of bank credit to
industry 32 per cent, in 1950. It has <>ed not
only in absolute terms but the share has
nearly doubled, and it is now 64.3 per cent at
the end oi' March 1966. Now this has been
an impressive achievement and, by and large,
it would be correct to say that there henr'be-
en no failure on the part of commercial banks
in meeting genuine credit requirements.

These advances have largely gone to meet
the working capital requirements, to some
extent medium-term requirement also of the
industry which have been set up during the
Plan period. I would submit that this share
would probably go up still further if we are to
make finance available to all the industries
which wo hope to set up in the Fourth Five
Year Plan. As many hon. Members know,
during the last busy season, the Reserve Bank
issued a directive that not less than 80 per
cent, of the expansion in bank credit, should
during the busy season go to industry and
export-import trade. And this was a step in.
the right direction to see that the genuine
requirements of industries, big or small, are
not curtailed. Here, Sir, I wish to quote the
Mahalanobis Committee Report which has
observed:—

"If the pattern of growth in a mixed
economy has to be simultaneous
development of both large scale and small
scale enterprises, the regulatory measures
should nol take the form of withholding
frn-. to larger units."

Reserve Bank, however, does
scrutinise proposals for the grant of
advances of rupees one crore and
aDove and refuses to sanction limits

on-priority sectors. [ am not

saying that a substantial part of the
advances has not gone to big indus-
So long as there are persons

d in pro-
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ductive activities of , useful nature, their
requirements of credits have to be met.

SHRI P. K. KUMARAN (Andhra
Pradesh): What ere the advances given to
small scale and village indus a-ies as
compared to bigger inci ustries?

SHRI K. C. PANT: It I am given only ,
limited period, it. will be very difficult tor me
to finish in time. While on this, I would like
to quote from ap extract from the report of
the Monopolies Enquiry Commission. It
savs:

"It is sometimes suggested- that big
business also gets a, unfair advantage, i,
securing advances quickly and convenient
terms by reason of having their own ™en in
the Board of Directors of Bank. It appears
to us reasonable to think that a big
businessman would ordinarily be able to
get advances from any Bank easily and on
convenient terms by reason of the better
security he can offer, even if he has none of
his men on the Bank's directorate,"

Before I pass on to the next important
point, 1 would lik. to refer to two serious
charges which were made by Shri Banka
Behary Das. He alleged that in December
1962 banks advanced Rs. 132 crores at 5 per
cent, or less, of which Rs. 1 crore was lent at
2 per cent or less to directors and their
concerns. This was his charge. I am afraid
there is some misunderstanding. The factual
position is this. Out oi Rs. 132.32 crores
advanced at rates up to and inclusive of b per
cent, Rs. 37.82 crores was either call money
or interbank borrowing. Thp balance of Rs.
94.5 crores does not represent advances to
directors or to the firms or concerns in which
they were interested. These represent
advances against banks' own fixed deposit re-
ceipts, advances to parties whose buildings
are occupied by them as branch premises,
advances to members of staff to purchase
flats, perso-
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nal loans to start and co-operative societies of
members of staff and decreed advances where
no interest is charged or charged at the rates
stipulated by the courts. It may be mentioned
that in 1962 the bank rat® was 4 per cent, and
the amount of advances, granted at rates up to
and inclusive of 5 per cent., at the end of
1965, when the bank rat, was 6 per cent.,
came down to Rs. 14.72 crores excluding call
money and inter-bank borrowing.

The hon. Member levelled another serious
charge against commercial banks of lending
money to specula tors in foodgrains. This is
an unjustified criticism. The scheduled banks'
advances against foodgrains have been
subject to con-rol by the Reserve Bank since
1957. The margin and ceiling restrictions are
prescribed with reference to the availability ot
foodgrains and trends in foodgrain prices, to
ensure that speculators do not get any bank
advance for hoarding of foodgrains. .In fact
laterly. with the State Governments under-
taking largely scale procurement of
foodgrains the bulk of advance? goes to them.
At the end of June, 1966, when the
outstanding advances against the security of
foodgrains reached the peak limit of Rs.
87.&2 crores, 70 per cent, went to State
Governments.

Sir, I do not think that it is possible for the
Reserve Bank to completely eliminate
speculation in foodgrains so long as dealers
have access to sources of finance other than
from banks. But it is a different matter which
I would like to discuss in a different context.

Now I come to another two aspects of
banking which cause great concern to hon.
Members. One is that adequate credit was not
forthcoming for small scale industries and the
other for agriculture. Shri Das, however,
gave figures which, i think, it is my duty to
correct. He stated that out of a total loan to
small scale industries, the  State  Bank
advanced 98
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per cent, and the other commercial banks
advanced only 2 per cent. The volume of
advances to small scale industries have
increased from Rs. 32.08 crores at the end of
December 1961 to Rs. 90.76 crores at the md
of March 1966. Out of this the advances of
the State Bank of India and its subsidiaries on
the respective dates rose from Rs. 6 crores to
Rs. 39.70 crores; the percentage share of the
public sector banks out of the total bank
advances rose from 20.5 per cent, to 44 per
cent, over the five-year period. In other
words, at the end of March 1986, the
percentage share of the private banks was 56.
Though it has come down sharply, it is still 56
per cent.

Sir, the hon. Member may also be
interested to know that the share of advances
to small scale industries to total industrial
advances rose from 4.8 per cent, at the end of
December 1961 to 6 per cent, at the end of
March 1966. Although substantial progress
has been made, I would be the first to admit
that considerable work still remains to be
done in this field. Sir, the growth of small
scale industries sustains the democratic way
of .life. I would look forward to the day when
a small entrepreneur has no longer to worry
about his tangible financial security and if he
produces something worthwhile, and shows
his poductive work, he is assured of necessary
finances. This is what we want to see done
and this is where we seek the co-operation of
the whole 1 louse to work in this direction.

Sir, then comes the question °f advances to
agriculture. It is correct that commercial
banks do not advance much to
agriculture.

SHRI BANKA BEHARY DAS: Not even
one per cent.

SHRI K. C. PANT: Why are you so
impatient? I am coming to that. Now, rural
finance, particularly direct finance for
agricultural production, has
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features peculiar to it, such as personal
security, uncertainties arising from
susceptibilities to natural calamity,
predominance of subsistence farming in our
country and the relatively long period over
which th, production process is spread. Those
make it difficult for commercial banks to
undertake such business. The banks are
trustees of the depositors' money and there is a
limit beyond which they cannot be expected
to risk their resources.

THE VICE-CHAIRMAN (SHRI M. P.
BHAROAVA): Mr. Pant, I want to tell you
that you have taken 28 minutes.

SHRI K. C. PANT: I ,ill try to hurry up
and finish as quickly as possible,

SHRI ARJUN ARORA: The time of the
debate can be extended.

SHRI K. C. PANT; The debate was largely
confined to banks and so I have taken more
time on banks. I will com, t, insurance.

Now, i, the agricultural field, it is the co-
operatives which have been accepted as the
main institutional agencies for extending
agricultural credit. They have local roots and
they can reach the farthest village and the
smallest farmer. Th, State Bank and other
commercial banks have been mainly financing
marketing and processing co-operatives and
contributing to the debenture programme of
land mortgage banks. The number of accounts
and the limits sanctioned by the State Bank
and its subsidiaries to the co-operatives at the
end of 1960 were 385 and Rs. 25.51 crores
respectively; the corresponding figures at the
end of 1961 were 1053 ,nd Rs. 80.66 crores
respectively. This is a significant increase, but
I will be the first to admit again that we have a
long, long way to go.

Then, Sir, let me come back to what I said
* the beginning and to say that we want to
work in a direction of opening ever-widening
oPP°rtunt-
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ties for small and medium (cale industries
and for co-operatives and agriculture. We
want to concentrate, and we shall
concentrate, our attention in these
directions. The Indian banking system
has achieved stability and maturity, but it
has to be geared to meet the new
challenges. And it is in this context that I
want to refer to the Congress Working
Committee resolution to which many
references have been made in the course
Of the debate. I io not think I need to read
out the resolution. .

SHRI P. K. KUMARAN: We have
read it long ago.

SHRI K. C. PANT: I am very glad. It
will do you good to read Congress
resolutions. The more you read them, the
better it will be for you.

So these new challenges pose new
problems for the banking industry, but
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the banks, as the fulcrum of our eco-
nomic system, must also change. At the
same time, we have to see that in trying
to solve the problems in a particular way,
other more difficult problems are ot
created. We have, therefore, undertaken
an intensive examination of the problem
in all its aspects so as to decide upon the
steps that may be neeessary to make the
banks effective instruments in the further-
ranee of our social and economic ob-
jectives.

Sir, I now come t, general insurance. |
notice that the mover hardly touched On
general insurance

SHRI BANKA BEHARY DAS: The
rules did not permit me to speak more
than that.

SHRI K. C. pANT: That is all right.
Possibly he assumed that the cases oi
banks and general insurance are similar.
But there is some difference and, in fact,
ther, is more in common between life
insurance and banking ir respect of the
money that is available as against
general insurance.

AN HON. MEMBER: What is th<
timfi-limit for him?
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THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA): Thirty minutes, but the
House is prepared to listen. The  mover
took 36 minutes.

SHRI K. C. PANT: I thought hon.
Members would be interested in know-
ing

SHRi BANKA BEHARY DAS: We
are interested i, your conclusions also.

SHRI K C. PANT: How can I con-
clude at the beginning?

SHRI BHUPESH GUPTA (West
Bengal): But then when do you begin?

SHRI K. C. PANT: I have already
begun. You came late.

Now, Sir, the fact i, that general
insurance is not very dissimilar to any
other commercial activity which functions
on a year to year basis and that is the whole
difference between general insurance and
life insurance. Now this difference was
mad, clear by the then Finance Minister,
Dr. Deshmukh, in 1956. H. nationalised
life insurance and he have reasons for not
notiona-lising  general insurance. These
were the reasons he gave: (1) General
insurance was part and parcel of private
sector, of trade and industry; (2) unlike life
insurance, it functions on a year to year
basis; (3) the errors of omissions and
commissions do not directly affect the
individual citizens; and (4) the funds
involved are comparatively minor and do
not involve the savings of the people.
Now I may explain point No. 4 a little
further so as to give a correct picture. The
general  insurance funds are  quite
minor in the sense that the annual
increase in  the assets of  the Life
Department of the L. I. C. is of the order of
Rs. 110 crores whereas the
corresponding increase in the assets of
all the general insurance companies put
together is only Rs. 15 crores, and the
disparity is even greater if the character
of the fund, iy taken 1 into account. I
do not want to go
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into details. There are obvious limitations to
the capacity of general insurance funds to
finance our Plans.

Then, Sir, you already have all the figures
and statistics about how the general insurance
companies have gradually expanded their area
of functioning in the general insurance field. I
would only like to explain how L. V' C. has
grown in this field. The L. I. C. had a
subsidiary transacting general insurance
business, but it decided in April 1964 to enter
the general insurance field directly. To help
the L-1. C, Government controlled business,
which previously went partly to the public
sector and partly to the private sector, is now
being completely diverted t, the L. I. C With
this help, the L. I. C. has made good progress
in the short time since it entered business and
together with its subsidiary ; accounts for
more than 20 per cent of the total general
insurance business done in the country. With
ity vast organisation, I am sure this percentage
will increase, particularly as it i, Government's
policy to expand public sector jn the general
insurance field.

Now, Sir, I do not want ty go into all the
arguments for and against the general
insurance. Arguments for and against have
already been made and it would be wrong of
me to take up the time of the House,
particularly when I have transgressed the
patience of the House. But I would say that
the Congress Working Committee Resolution
is there before us and the Government has
now taken up for d“il-ed examination, in
depth the economic and administrative
implications of the proposal, including the
various possible ways in which the objectives
of the proposal can be given effect to, the
administrative arrangements to be made and
the difficulties to be solved in that connection.

In conclusion, Sir, since hon. Members
have been insisting that I should come to a
conclusion. I find myself in
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tne happy position of accepting the
amendments moved by Shri M. C. Shah

SHRI BANKA BEHARY DAS: I am not
accepting.

SHRI K. C. PANT: I do not want to oppose
Shri Das's resolution. As 1 said, e are
examining the matter and Shri Shah's
amendments enable me to respond positively
and responsibly t, Shri Das's resolution
without being hustled into premature com-
ments on a matter which is under
examination.

Thank you.

SHRI M. N. KAUL: There is one question
which h, has not answered. There are certain
instil utions, both public and private, which
accept deposits from the public. The liberty
that has been given to them is practically an
uncontrolled liberty and I dy not know what is
the sphere of their activities and what is the
amount of deposits that these public and pri-
vate institutions are able to attract from the
public. They are not strictly banks, but they
are doing banking.

SHRI K. C. PANT: I shall have to look
into this. Subject Io correction, I think last
year or the year before last some control was
extended t° these non-banking institutions
which were taking deposits and there is a
certain measure of control. I can give details
after going into this and then indicate the
extent of control.

SHRI M. N. KAUL: The examination
which the hon. Minister promised should
include these institutions also

5p.M.

SHRI BANKA BEHARY DAS: It is such
an important subject in which all are
interested on both sides. We have already
extended the sittings of the House till 23rd
which is a non-official day and I think the
Govern ment and the House will agree that on
23rd we should take up this matter
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because 1 have something to say about the
reply the Minister has given and the other
Members are also interested.

THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA): That cannot be done.

SHRI MULKA GOVINDA REDDY: The
Minister of Parliamentary Affairs-is here. We
wiH request him through you to accept the
proposal that has Oeen made by Mr. Das that
on 23rd we should take this up.

THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA): We cannot break the rules.
It is not possible. I have

GMGIPND—RS—392 RS—10-1-68—570.
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10 names of hon. Members before me who
want to take part in this debat. Is the House
willing to sit for about two hours more to
accommodate them?

HON. MEMBERS: No.

THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA): The House stands adjourned
till 11 A.M. on Monday.

The House then adjourned at two
minutes past five of the clock, till
11 A.M. on Monday, the 12th June,
1967.



