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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 sys-

tem, 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 concern-
ed . . .

DR. B. N. ANTANI: Revise it,

SHR1 JAGJIVAN RAM: If it is
to be revised, it can bhe revised only
with the agreement of the Chiet
Ministerg of various States concern-
ed.
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THE VICE-CHAIRMAN

M. P, BHARGAVA): You
cross-exatiine him now.
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SHR1 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 (SHRI1
M, P. BHARGAVA): Mr. Kulkarni.

SHRI MULKA GOVINDA
(Mysore): What about my sugges-
tion?

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, 1
want to bring to the notice of the
House that though this Resolution i<
moved by Shri Banka Behary Das,
the basic problem of the credit insti-
tutions has to be Iookeq into . . .

i GIRTET (I g3w;)
THARE T TT 1T A HIAT AT |

SHRI A. G. KULKARNI: Produc-
tion must be maintained. If produc-
tion in all the sectors, whether pub-
lic sector, private sector or coopera-
tive sector, is to be maintained, 1
have to support this  Resoluticn.
There is a lack of understanding on
the part of these people who are con-
trolling the credit insiitutions, 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 ghould be taken in hand.
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For example, you will see that (he
total requirementg of the small in-
dustries are of the order of Rs. 1500
crores. They are giving a produc-
tion of 40 per cent of the total na-
tonal productin in the organjsed sec-
tor of industries. They are giving
employment to sixty per cent of the
peuple, of the total organised em-
pioyment. As against this, their re-
quirements of working capital are
met to the extent of sixiy per cent
only. What is the credit available in
this counlyy? We have achieved
lreedom. We talk of socialism, How
can we achieve socialism? If such
meggre facilities are made available
to the small men, how do you think
their interests will be served by keep-
mg the banks under the present pat-
tern of the Reserve Bank’s control?

Simularly, 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 indus-
tries, new ventures by equity parti-
cipation up to *en per cent only.
For the balance they have recourse to
banking institutions and the capital
market. In the case of gmall indus-
tries, it is found that they have no
recourse to banking institutions. They
have not been recognised by the big
lords siilting in the board of directors
of these big banks, He has to pro-
duce 58 per cent of the total require-
mentg 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, T 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 insti-
tutions 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 invest-
ed 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 bagks, how is it possible for the
small industries to grow in the pre-
senl circumstances?

Siumilarly, another field is the co-~
operative sector, We have found
ang so many of my friends have also
mentioned il here that Rs. 300 crores
are available for the co-cperaiive
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
toog production. We want mechani-
sation., I think that umless Rs, 5,000
are made availbale per acre, no
medium-scale mechanisation of the
tfarms can be made. So, lodking tg
this very megligible amount being
made available to the agriculturists,
whatever we talk of increaseg food
production and food selfsufficiency
hy 1970-71, is not going to take place.
Unless mnationalisation 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 anq ICICI

are catering to the needs of the in-
dus.ries. 1 vehemently oppose this
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 Govern-
ment in another department, in the
Industiries department has licensed
the co-operative sugar factories and
co-operative spinning mills which re-
quire Rs. 50 crores. The  Finhance
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. I think unless
certain drastic measures are taken in
allocating priority for utilising this
credit by the various sectors of in-
dustry, whether private, public, small,
big or the co-operative sector, these
things are not going to be achieved,
1 submit to the House that for this
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purpose the nationalisation of indus-
tries or social control of industries or
whatever control of industries i3 neces-
sary must take place.

Mr. Chinal also suggested that the
Reserve Bank has got all the comrol.
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 mate-
rials 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 thax 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 straie-
gic raw materials including foodgrains.
That is why we have the present diffi-
culties in the country.

While commenting on these bad
praciices, 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 the Reserve Bank are so-
cialised. 1 do not say nationalise.
Let us socialise these boards of direc-
tors. Who are the people who are
taken on these boards? They have no
'mentality to take risk. They have
got no eye towards the development
of the country. They ara only seeing
to the credit-worthiness and security
of the funds. They are expected to
distribute it fo a worthy cause. In
this respect, I do think there is a
very urgent necessity for these boards
io be socialised immediately. I quiie
understand the importance of distri-
bution 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 inpuis
in agriculture, more crop and more
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money is coming to the agricultural
sector? The presen! scheduled banks
and the present institutional financial
schemes are not reaching the remotest
corners in the villages. In this res-
pect, may I suggest that the Reserve
Bank should evolve a procedure of

opening urban co-operalive banks
on a very large scale in
rural areas so that the sav-
ings can be mopped up and

uiilised for the productive purposes of
this ecouniry? 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 inhibi-
tions under the Co-operatives Act.
Even if these societies are permitted
to collect deposits and give loans to
the agriculturists at the time of need,
this money can be mopped up for the
better purposes of the country’s deve-
lopment programmes.

In such circumstances, while lend-
ing support to the nationalisation of
banks, I also come <o another aspect
of this question. It is the distribution
sysiem. This is what we call the eon-
trol on the productive system of the
couyniry. 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 dp 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
{rade? It is not more than 10 or 15
per cent. In the circumstances, T do
suggest that unless increased partici-
pation by the S.T.C. or some such
similar organisation in the country’s
export-import programme takes place,
all our talk of creating an affluent
socjety or giving opportunities to the
neyw 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
M P BHARGAVA): Mr. Pant.
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SHRI LOKANATH MISRA I want
to speak for ten minutes

THE VICE-CHAIRMAN  (SHRI

M P BHARGAVA) The leader ot

the P S P said that the Minister be
Lq”ed
SHRI NIREN GHOSH (West

Bengal) 1 propose that the sitting of
the House be extended till six, becat <o
we have l6st half an hour

THE VICE-CHAIRMAN ({SHRI
Vi P BHARGAVA) We have vet
lorty ninutes At five we shall see

t1IE MINISTER OF STATE IN
I'HE MINISTRY OF FINANCE (SHRI
K C PANT) Mr Vice-Chairman, I
am very grateful to the Members who
have participaied 1n this debate fur
the knowledge study and peisonat
expetlence which they have brought
o bear on the subject under discus-
stion Manv of them as the las
speaker, have personal experience of
tertain sectors of the economy Mr
Kuikarn: 1s associated with the ro-
operative sector  Anv iematks from
them regarding then specialised fields
deserve particular consideration

As far as my purpose In inrerven
ing 1n this debate goes Mr Vice-
Chauman 1t ig firstly

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

SHRI K C PANT Do not be so
very mmpatient My first  objethive
15 to define the Government’s broad

atitude and approach to banking and
credit institutions and general 1insu-
tance within the fiamework ot the
genetal economic policy of the Gov-
ernment My second objective would
be to try to survey the history of the
growth of Lanking and ciedit mstitu-
1iong 1n this countiy in order to see
what steps have been taken in the
tourse of the last twenuyy years tc
build up the banking and credif sirue-
{ure 1n this country which would
answer the needs of pwr  patticular
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situation My thud objective would
be to try and meet some of the speci-
fic points that have been raised 1n the
course of the debate

Sc¢ far as the first abjective gues, [
have no hesitation in saying that we
aie agreed—the mover and J—that
theie should be no monopolist control
over the countiv’s economy. That has
been the consistent approach of this
Government and our party, and there
;s no gquarrel on that at all And
Why should I speak of parties? It 1s
not a party matter It 1s included in
the Directive Principles of the Consti-
tution which enjoin on us to operate
the eccnomic system in a way that it
does not r1esult in the concentration
of wealth and means of production to
the common detriment Then there
15 the resolution adopted by Parlia-
ment 1in December 1954 which adopi-
ed the sccialist pattern of socie.y as
the objective of social and economic
policy and we abide by that resolu-
tion OQur strategy within the frame-
wotk of this bioad approach has
been a s'rategy of planned develop~
ment gnd to earry cut 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 1into
details, but the House 1s aware that
broadly speaking that resolution lays
dcwn the principles on  which our
mdus rial policy is based, and it lays
down particulailv that the public
sector will gradually expand and will
gradually occupy a larger area ‘n
ihe industrial map of this country
and secondly, thait 1t will—to use
the late Shri1 Jawaharlal Nenru's
words—control the commaading
heights of the economy Thirdly, 1
think implicit i that resolution is the
desire to cieate conditions 1n which
new entrants of the type mentioned
by my friend, Mr Dharta, or Sart
Kulkarn can enter industry and trade,
and co-operatives can prosper These
aie all inherent in the ndustnal
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policy resolution of 1956 and i: has
been the Government’s policy all
these years to adhere to these broad
principles and this broad framework,
and ] submit that the Government's
approach in regard to banking and
credit institutions has also beep 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 necessary. The
second point that I would like to
clarify is that banks come inio 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
ihe growth of any monopolist ten-
dencies in the country.

SHRI ARJUN ARORA (Uttar Pra-
desh): But banks underwrite equily
capital.

SHRI K. C. PANT:
ed . .

Very limit-

SHRI ARJUN ARORA: They do.

SHRI K. C. PANT: If you care
to study the figures which I have
takep the trouble to do, you will
realis: 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 inde-
pendence, At the time of independ-
ence, that is in 1947, there was the
Reserve Bank already existing, bui
the Reserve Bank’s powers were
were rather limited. Almost the first
sifep taken by this Government, by
the Government of independent India,
wwas to nationalise the Reserve Bank
in 1948. 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 {ime to time. But I should
like to group them under three bioad
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 econumic
and social goals. Now, I should
briefly like to refer to the specific
powers for the achievement of these
three objectives. Firstly, I 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 manage-
ment and I shall refer only ¢o the
main enactments because the enact-
ments 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~
fors and issue of directives to bank-
ing companies to take such steps as
may be necessary in the public inte-
rest and to depute observers io 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 direc-
tors and other managerial personnel
and appoint its nominees and to
appoint additional directors wup 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 importani,
in view of the commenis that have
heen made in this House, that hon.



3297 Nationalisation of
Members should be fully apprised of
the powers already available to the
Reserve Bank for this purpose.
Tirstly, no person holding shares in
\  banking company can exercise
scting rights in excess of 1 per cent
f the total voting rights of all the
shareholders. Secondly, director of
+ banking company cannot be {he
clirector of another banking company
1r of companies, which, among them-
selves, are entitled to receive voting
rights in excess of 20 per cent »f the
to al voting rights of all the share-

holders of the banking company.
Thirdly, no banking company cuan
give any unsecured loans and

sdvances to any cf its directors or to
firms or private companies in which
any of the directors is interested or
ty> a company in which the chairmuan
«f the banking company is interested
gs a chairman or managing ageni or
in a similar associated capacity.
Fourthly, the annual inspection of the
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
rof exceed a certain percentage of
tie total advances

Then comes the third group of
regulatory powers, Mr. Viee-Chair-
man, and these relate to the issue of
directives on matters of credit policy,
prescription of margin requiremenis
and credit ceilings and similar credit
regulation, as may be necessary from
time to time, in the light of the pra-
vailing economic and monetary con-
ditions,

Then, Sir, I would refer to the most
significant single event in the bank-
ing 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. Subse-
quently, in 1959 and 1960, eight banks
operating in the erstwhile Part B
Sta'es were constituted as subsidiaries
of the State Bank of India. Now,
the decision to create a public sector
in banking was taken in pursuance of

the recommendations arising out of ‘
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a comprehensive enquiry by the All
India Committee on Rural Credit
Survey in the field of rural and co-
operative credit. It was felt that it
wag necessaty to make y determined
effort to_extend banking facilities in
rural and semi-urban areas and Gov-
ernment did not hesitate to nationalise
the premier banking institution of the
country. This 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 xhe
important structural changes that have
taken place in the banking sector 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 be2n 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
ang the network of branches in the
rural and semi-urban areas by the
public sector banks has been quile
significant. Some years ago, there was
a heavy concentration of branches in
the urban centres and the vast hin-
terland was completely neglected. 1
am glad to say that the public sector
banks have, to a large extent, correct-
ed 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 174 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 the
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hitherto unbanked areas Nevertheless
tiete are still about 900 uynbanked
towns to he tapped, not tc speak of
our five lakh odd villages Therefore,
1 VIgoloUs eXpansion programme
1S necessaty

At piesent, Sir, the verreniage of
bank deposit s national inpome
which was 9 per cent in 1951 bas
mproved to 13 per rcen' 1n 1965
But 1t 1s still much below ta-~ corres-
ponding figwies 1n many of the othe:
advanced countries FWor jrstance, 'n
Japan, the USA and the UL, the
peicentage 15 10 49 and 39 respec-
tively 1n relation lo our 15 per cent
Thus 1t will be seen what {iemen-
dous efforts are still requued to
mobilise our deposits

Now Mr Vice-Chairman, I shall
come 0 some of the eriticesme that
hav: been levelleg against the pie-
sent situation and perticulatly one
criticism 15 that you have legislated,
sou have taken powers but i sptte
of these, the results are no' what
they ought to be T have listened
v.ry caiefully to the speeche, of the
hon Members and the three or four
matn streams of criticism gre, I think,
the following, firstly, 1{hat the big
business 1s appropriating a laiger and
larger share of 1ndustrial credit,
s.condly that the dquectors and others
concerned enjoy advances at preferen-
tial rates of interest, thirdly that the
small-scale 1ndustries confinue to be
neglected and fourthly that though
agriculture 1s still a major fielg of
productive activity, 1t continues to get
a pitiably low share of advanices

These, 1 think, are the four main
streams of ctiticisms that have been
Irvelled 1 would be the last prison
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as beiwng 1ll conceived Al] of them
are pot ill-conceived, but I do think
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Inst of all Su I should like to
refor to advances o 1ndustty  Now
the shaie of bank crcdit to industry
was 32 per cent i 1950 I*+ has
i cieased not only 1 absolute teims
but the sfare has nearly douoled, and
1t 15 now 643 per cent at the end
of March 1966 Now this has been an
impiessivye achievement and, by and
large, 11 would be correct to say ha!
theie hm™boen no failure on the part
of commercial banks 1n  meeting
genuine credit requitements

Th.se advances have laigely gone
lo meet the working capital requite-
ments to some extent medium-term
reguirement also of the industry which
have been set up during the Plan
period I would submit that this
shaire would piobably go up still fur-
ther 1f we atre to make finance avail
able to all the industries which we
hope to set up in the Fourth Five
Y ar Plan As many hon Members
know, during the last busy season
the Reserve Bank issued a diiective
that nol less than 80 per cent of the
expansion 1n  bank credit, should
during the busy season go to tndusiiy
and export-import trade Ang this
was a step mn fhe right direction to
se¢ that the genulne requirements cof
industries, big or small, aie not cur
talled Here, Sir, { wish to quote the
Mahalanobis Commuiitee Report whicy,
has observed —

I1 the pattern of growth in a
mixed economy has to be simul
taneous development of both large
scale ang small scale enterprises
the regulatory measures should not
take the form of withholding fin
ance to larger units”

THc Reserve Bank however, does
scrutinise proposals for the giant of
advances of rupees ohe crore and
above and refuses to sancfion limits
for non-pliority sectors ] am .ot
saving that a substantia]l part of the
advances has not gone to big indus-
{1 =~ So long as there are personc

! - 1w pto
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ductive activiiies of 5 usaful na ule
thewr requirements of credits lave to
be met

SHRI P K KUMARAN (Andha
Pradesh). What sre the advance-
g:ven to small scale ang wvillage it.-
dus.ries as compared to bigger n-
dustries?

SHRI K C. PANT If I am gwen
only 3 hmited pertod, 1t will be
very difficult for me to fiush 1n
time  While on this, I would hke
10 quote from ap extract fiom the
report of the Monopolles Enquuy
Commission It savs

“It 15 sometimeg suggested~ that
big business also gets an unfau
advantage, 1n securing advancec
quickly and convenient terms by
reason of having they owp men
in the Boarg of Directors of Bank
It appears to us 1easonable 10
think that a big  businessman
would oidinarily be able to gel
advances from any Bang easily
and on convenient terms by reason
of the better security he can offer,
even 1f he has none of his men
on tha Bank’s directorate”

Before I pass on to the aext im-
poitant pomt, I would hke to refer
to two serious charges which weie
made by Shri Banka Behary Das He
alleged that in December 1982 banks
advanced Rs. 132 croies at 5 per cent
o1 less, of which Rs. 1 crore was
lent at 2 per cent or less to duec-
lors and their concerns This was
his charge I am afraid there is
some misunderstanding. The factual
position 1s this Out of Rs 132.32
crores advanced at rates up to and
inclusive of b per eent, Rs 37.82
crores was either call money or imter-
bank borrowing ‘Thes balance of
Rs 945 crores dees not :epresent
advances to directors or to ‘he firms
or concerns in which they were 1n-
terested. These represent advances
against banks’ own fixeq deposit re-
ceipts, advances to parties whose
buijldings are occupieq by them as
branch plemises, advances to mem-
bers of staff to purchage flats, perso-
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al loans to stafl and co-operative
~ocleties of members of staff and

decreed advances where no interest

18 charged or charged at ine iates
stipulated by the courts It mgay be
mentioned that in 1962 the bank

rate was 4 per cent and the ymoun.
of advances, granteq at rates up to
and inclugive of 5 per cent, at the
end of 1965, when the bank rate was
6 per cent, came down to Rs 14,72
crores excluding call money anc
inter-hank borrowing

The hon Member levelled ano.lier
s.rious chatge against comme:rcial
banks of lending money to 3peculs
tors in foodgrains This 15 gn unjus
tified ciiticism. The scheduled banks’
advances agamnst foodgrains have been
subject to con 1ol by the Reseive
Bank since 1957 The margyy; and
ceiling restrictions are prescribed
with reference to the availability o
foodgramns and ftrends in foodgrain
prices, to ensure that speculators do
not get any bank advance for hoard-
g of foodgrains In fact laterly
with the State Governments under-
taking largely scale procurement of
foodgramns the bulk of advances
goes to them At the eng of June,
1966, when the outstanding advances
agains{ the security of foodgrains
reached the peak limit of Rs. 87.82
crores, 70 per cent went to State
Governments

Sir, T do not think that 1t 1s posstble
for the Reserve Bank to completely
eliminate speculation in  foodgrains
s0 long as dealers have access to
sources of finance other than from
banks But it 1s a different matter
which I would hke to discuss in a
different context

Now ] come to another two aspects
of banking which cause great concern
to hon Members One is that ade-
quate credit was not forthcoming for
small scale industries and the othe:
for agriculture Shn Das, however,
gave figures which, 1 think, 1t is my
duty to correct He stated that out
of a total loan to small scale indus-
tries the State Bank advanced 98
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per cent. and the other commercial
sanks advanced only 2 per cent. The
volume of advances to small scale
indusiries have increased from
Rs. 32.08 crores at the end of Decem-
ber 1361 to Rs. 90.76 crores at the
and 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. gver the
five-year period. In other words, at
the end of March 1966, the percentage
share of the private banks was 56.
Though it has come down sharply, it
i< 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
tne first to admit that considerable
work still remains to be done in this
field. Sir, the growth of small scale
mdustries sustains the democratic
way of life. I would look forward to
the day when a small entrepreneur
has no longer to worry abouti his tan-
gible financial security and if he pro-
duces something worthwhile, and
shows his poductive work, he is assur-
¢d of necessary finances, This is what
we want to see done and this is where
we seek the co-operation of the whole
llouse to work in this direction.

question of
It is cor-
do not

Sir, then comes the
advances to agriculture.
rect that commercial banks
advance much to agriculture.

SHRI BANKA BEHARY DAS: Not
even one per cent.

SHRI K, C PANT. Why are you 30
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 per-
sonal] security, uncertainties arising
frem susceptibilities to  natural
calamity, predominance of subsistence
farming in our couniry and the rela-
tively long period over which the pro-
duction process is spread. Those make
it difficult for commercial banks to0
undertake such business. The banks
are trusteeg of the depositors’ money
and there ig a limit beyond which
they cannot be expected to risk their
resources.

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

SHRI K. C. PANT: I will try to
hurry up ang finish as quickly as pos-
sible.

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
come to insurance.

Now, in the agricultural field, it 1s

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. The State Bank
and other commercial pbanks have been
mainly financing marketing and pro-
cessing co-operatives and contributing
to the debenture programme of land
mortgage banks. The number of ac-
counts 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 respec-
tively; the corresponding figures at
the end of 1961 were 1053 and Rs. 80.66
crores respectively. Thig is a signi-
ficant increase, pbut I will pe the first
to admit again that we have a long.
long way to go.

Then, Sir, let me come back to
what I saiq at the beginning and to say
that we want to work in a direction
of opening ever-widening opportuni-
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ties for small and medium gcale indus-
tries and for co-operatives and agri-
culture. We want to concentrate, and
we shall concentrate, our attention in
these directions. The Indianp banking
system has achievedq 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 jo 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 reaq them,
the better it wili be for you,

So these new challenges pose new
problems for the banking industry, but
the banks, as the fulcrum of our eco-
nomic system, must algo change. At
the same time, we have to see that in
trying to solve the problems in a par-
ticular way, other more gifficult prob-
lemgs are not created. We have, there-
fore, undertaken an intensive examina-
tion of the problem in all its aspects
so as to decide upon the steps that
may be necessary to make the banks
effective instruments in the further-
Tance Of our social and economic ob-
jectives.

Sir, T now come to general insu-
rance. I notice that the mover hardly
toucheg on general jnsurance

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 of
banks and general insurance are simi-
lar. But there is some difference and,
in fact, there is more in common bet-
ween life insurance and banking in
respect of the money that is available,
ag against general insurance

AN HON. MEMBER: What ig the
time-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 woulg be interesteq in know-
ing

SHRI BANKA BEHARY DAS: We
are interested in 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: 1 have already
begun. You came late,

Now, Sir, the fact ig that general
Insurance is not very dissimilar to any
other commercial activity which func-
tions on a year to year basis and that
is the whole difference between gene-
ral insurance and }ife insurance. Now
this difference was made clear by the
then Finance Minister, Dr, Deshmukh,
in 1956. He nationalised life insurance
and he have reasons for not notiona-
lising general insurance. These were
the reasong he gave: (1) General
insurance was part and parce] of pri-
vate sector, of trade ang 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 involveq are com-
paratively 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 assety of the Life
Department of the L. I, C. ig of the
order of Rs, 110 crores whereas the
corresponding increase in the assets
of all the general insurance compa-
nies put together is only Rs. 15 crores.
and the disparity is even greater if
the character of the fundg ig taken
into account, 1 do not want to go
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into details., There are obvious limi-
tations to the capacity of general insu-
rance funds to finance our Plans,

Nationalisation of

Then, Sir, you already have all the
figures and statisticy about how the
genera] insurance companies have
gradually expanded their area of
functioning in the general insurance
field. I would only like to explain how
L. I. C. has grown in this field. The
L. I. C. had a subsidiary transacting
general insurance business, but it de-
cided in April 1964 to enter the gene-
ral insurance field directly. To help
the L.I.C., Government controlled
business, which previously went part-
ly to the public sector and partly io
the private sector, is now being com-
pletely diverted to 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
its vast organisation, I am sure this
percentage will increase, particularly
as it i Government’s policy fo ex-
pand public sector in the general
insurance field.

Now, Sir, I do not want tp 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
1 have transgressed the patience of the
House. But I would say that the
Congress Working Committee Resolu-
tion is there before us and the Gov-
ernment has now taken up for getail-
ed examination jn 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. Mem-
bers have been insisting that I should
come to a conclusion, I find myself in
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*he 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, we are examining the matter
and Shri Shah’s amendments enable
e to respond posttively and respon-
sibly tg Shri Das’s resolution without
being hustleq into premature com-
ments on a matter which is under
examination.

Thank you.

SHRI M. N. KAUL: There is one
question which he has not answered.
There are certain institutions, boik
public and private, which accept d--
positg from the public. The liberty
that has been given to them is practi-
cally an uncontrolled liberty ang I
do not know what is the sphere of
their activities and what is the amount
of depositg 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 lo correctinn,
{ think last year or the year before
last some control was extendeq to
these non-banking institutiong which
were taking deposits and there is a
certain measure of control. I can give
delails after going into this and then
indicate the extent of control.

SHRI M. N. KAUL: The examina-
tion which the hon. Minister promised
should include these institutions alsc

5 p.M.

SHRI BANKA BEHARY DAS: It 1s
such an important subject in which
a1l are interested on belh sides. We
have already extended the sittings of
the House till 23rd which is a non-
official day and I think the Govern:
ment ang the House will agree that
on 23rd we should take up this mailter



3309 Nationalisation of
because I have something to say about
the reply the Minister hag 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 will request him throu<h
you to accept the propesal that has
peen 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 js not possible. T have

GMGIPND~—~RS—892 RS—10-1-68—570.

[ 9 JUNE 1967 ]

Credit Institutions 3310

10 names of hon. Memberg 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 Mon-
day.

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



