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Government   is not even    making    a 
statement on this issue. 

SHRI B. R. BHAGAT: Sir, all these points 
can be raised in that debate with special 
reference to rice and sugar. Of course, 
sugarcane can also be discussed. 

SHRI CHANDRA SHEKHAR: But the 
strike is going on there for the last 15 days, the 
factories have been closed and workers are 
suffering, cane-growers are suffering, 
production is suffering and the matter has 
become urgent. You can discuss policy 
matters after a week or two. 

MR. CHAIRMAN: I am in active 
communication with the Government. I think 
on the 9th instant they will amply justify the 
delay and you will be satisfied.   That is my 
information. 

SHRI A. B. VAJPAYEE (Uttar Pradesh); 
Sir, when we give notices for half-an-hour 
discussions, who is to decide whether a 
particular discussion is to take place or not? It 
is for the Chair to decide it. 

MR. CHAIRMAN: It is decided by the 
Chairman in consultation with the 
Government. 

SHRI A. B. VAJPAYEE; It seems that 
decisions are left to the sweet will of 
Ministers. 

MR. CHAIRMAN: It is decided by the 
Chairman in consultation with the 
Government. The Chairman asks from the 
Government what their position is and then he 
decides it. Notices for this discussion were 
given on the 4th. Three days can elapse 
normally. So, nothing has been done against 
the Rules. 

SHRI A. B. VAJPAYEE: Sir, this is a matter 
of urgent public importance. 

MR. CHAIRMAN; The rule provides for 
three days. Government can take three days. 

SHRI A. B. VAJPAYEE: In that general 
discussion on the food situation that particular 
matter is not likely to come. 

MR. CHAIRMAN: That particular matter 
you can raise and it will be discussed. 

SHRI P. L. KUREEL URF TALIB (Uttar 
Pradesh): Can't you, Sir, give some time today 
after 5 o'clock so that we can have this 
discussion? This is a very serious matter. 

MR. CHAIRMAN: I am afraid I can't. 

RESOLUTION   RE. NATIONALISING 
COMMERCIAL    BANKS— Continued 

MR. CHAIRMAN: We now take up further 
discussion on the Resolution regarding 
nationalisation of commercial banks. Shri 
Sheel Bhadra Yajee was speaking last time. 
He has already spoken for 12 minutes. He can 
speak for 3 minutes today. 
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SHRI BHUPESH GUPTA (West 
Bengal): Mr. Chairman, Sir, we are 
discussing tqiay a very (important subject 
and we are glad that by and large there is a 
great measure of national agreement over 
this question and this has been expressed 
here in this House already by the mover 
of the Resolution, who spoke from this 
side of the House as well as by a Member 
of the ruling Party, who has just finished 
his speech. Time has today come that we 
act in this matter because the demand for 
the nationalisation of banks has become a 
truly national demand. I need not mention 



 

that in the Great campaign that we carried out 
in the country and submitted a Petition to 
Parliament signed by over a crore of people> 
this particular demand was given considerable 
importance and. prominence. Quite apart from 
that, recently, as you know, on Sunday before 
last the Utkal Pradesh Congress Party adopted 
a resolution asking for, among other things, 
the nationalisation of banks. I am sure that 
expressed the sentiments of a large number of 
Congressmen at different levels of that Party. 
I am not talking about the supporters of the 
Congress Party most of whom stand for the 
nationalisation of private banks in our coun-
try. In connection with the resolution of the 
Utkal Pradesh Congress Committee I 
congratulate them because this shows the 
sense of urgency on the part of the leaders of 
the Utkal Congress which all the more 
underlines and emphasises the importance and 
urgency of the task that we are discussing 
here. 

As far as the bank employees are 
concerned, all of them are in favour of 
nationalisation of private banks. The matter 
was discussed }n the other House in March, 
August and September and already in this 
speech, the Finance Minister, Mr. T. T. 
Krishna-maohari, has made it clear that he has 
no ideologidal objection to it. I welcome that 
approach. But he said that this was not the 
time to nationalise banks. His problem was 
one of a practical nature. To be exact, he said: 

"For the time being we are not in a 
position to accept the suggestions." 

Therefore, the Government, it seems, are not 
in a position for the time being to accept the 
suggestion. Would T be wrong then if I 
conclude that in point of principle more or 
less it is accepted that the banks should be 
nationalised some day or the other? I should  
like to put this interpreta- 

tion on what has been said in the course of the 
debate in the other House by the Congress 
Members as well as by the Minister and I 
should like the interpretation to be stuck to. 

Therefore, we say in point of principle we 
are all agreed that the private banks should be 
nationalised. The question only is when and 
how. It is there that we have some dis-
agreement with the Government. I think the 
time is ripe for nationalisation of the banks. 
Once we are more or less agreed upon the 
proposition in principle, at least in such a 
matter like this there should not be delay in 
practice, and hence I think that we should act 
now without waiting for future events to 
develop. They may not be favourable for us. 
Anyhow, why should we lose time? Sooner or 
later nationalisation is going to come, of the 
private banks. In fact, we had done part of it 
in nationalising the Imperial Bank of India. I 
say the sooner it is done the better. And 
everyone will agree that if the principle is 
good, then it is better to implement it here and 
now, when we are in great difficulty in 
matters of finance. 

Our reappraisal of the Second and Third 
Five Year Plans would lead me to the 
conclusion of securing better and more 
effective control on OUT economic life, on our 
resources and on the various aspects of our 
planning. Hence from evey angle the ir-
resistible conclusion arises that nationalisation 
should be undertaken without much delay. 

Experience has shown that we gain 
by it. Nationalisation of the Imperial 
Bank has proved to the hilt that it 
was a very courageous and bold step 
that we took in this House and the 
other House. Doubts att that time 
were cast that it would lead to the 
disorganisation of the credit system 
of the country and instability in the 
credit     market.      But      if any- 
thing   hag been   proved by   the 11a- 
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tiomalisation Of the Imperial Bank of India, it 
has been proved that this nationalisation 
stabilised the credit system, brought stability 
to it, and far from disorganising it, it helped in 
organising the credit system in the country. 
We should go forward instead of stopping at 
merely this partially  nationalised   sector. 

My friend, Mr. Raghunatha Reddy, has 
placed before the House already many 
relevant statistics into which I need not go. I 
need not repeat them. But at the same time I 
would like to remind the House of some of the 
salient aspects of this very important question 
because it is a constant reminder of the basic 
reality which comples us—when I say "us", 
we mean Members on both sides—to ask for 
nationalisation of private banking in the 
country. 

As has been pointed out to the honourable 
House, there are 292 scheduled and non-
scheduled banks in the country out of which 
about 79 are scheduled banks, excluding, Mr. 
Chairman, the State Bank of India. These 
banks have a paid-up capital of Rs. 39.7 crores 
and the total deposits are Rs. 1,438 crores. 
With this quantum of paid-up capital they have 
attracted deposits forty times as much as the 
paid-up capital as you can clearly see. It is a 
matter of arithmetic here. I would like to point 
out hare that these deposits are equivalent to 
10 per cent, of the national income. These 
(factors should be borne in mind. These few 
banks control, as between them, 10 per cent, of 
the resources, equal to 10 per cent, of our 
national income and these resources are more 
than really the annual domestic savings of the 
country which is now about 8 per cent, of the 
national income. Therefore if you look at it 
from the point of view of the domestic savings 
in the country which is 8 per cent., the deposits 
are higher in the hands of the banks. If you 
look at it from the point of view of the 
country's national income, the deposits amount 
to  10     per cent,  of 

that amount. Therefore it is no small resource 
which is in the hands of these few banks. We 
can make the nation with these resources or 
mar the nation with these resources. It is for 
the country to decide and I think the decision 
will be taken that these resources should be 
fully and absolutely in the hands Of the nation 
to be so used that they really promote well-
being of the people and the reconstruction of 
our country. That itself would be a major 
consideration for nationalising the banks. 

Now out of these 292 banks, only five are 
major banks. These are well known—I need 
not name them—such as the Bank of India, the 
United Commercial Bank, the Punjab National 
Bank, the Bank of Baroda and so on. These are 
well known. These five major banks between 
them, account for Rs. 820 crores of the total 
deposits, in short 55 per cent, of all the 
deposits of the banks. These five banks again 
account for 33 per cent, of the total paid-up 
captial. Therefore in the paid-up capital 
structure, they have the monopolistic or near-
monopolistic control or dominance in this 
matter. In the matter of loans and advances, 
their share is 8; 3 per cent, of all the loans and 
advances made by the private banks. Therefore 
you see that in the filed of operations, there 
too, again these five banks dominate or 
account for 58 per cent. As far as bills 
discounted are concerned, their share is 57 per 
cent. 

Therefore these five banks may very well be 
called, the Pentagon of the Indian private 
banking. I should like to describe them today 
as the pentagon of the Indian private banking, 
these five banks, tycoons. Here is an example 
of the concentiation of economic power. We 
are searching for economic power, 
concentration of it. Well, we see it in a very 
physical sense of the term in these five banks 
ana we are not doing anything about it as yet 
effectively. This banking Pentagon has grown 
on the ruins   of 
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many small and medium banks in the country. 
That should also be remembered, as always 
nappens with the growth of monopoly in the 
economy when many go down, some come up. 
For example, in 1949 there were 585 banks in 
1960 the number came down to 350—that is to 
say, the number declined by 234—but in the 
sarnie period the deposits held by a lesser 
number of banks—that is 350— went up to 
1238 crores of rupees compared to Rs. 539 
crores in 1949 when we had m the field 584 
banks. Therefore you see the process. On the 
one hand a large number of banks are getting 
weeded out due to competition, monopolistic 
operations and concentration of economic 
power; on the other hand, more and more 
resources are falling into fewer and fewer 
hands. Such is the process which has been 
going on over the last decade or so, or ever 
since Independence, shall we say. Now 
therefore we must see that here is a monopoly 
which is growing by crushing the smaller ele-
ments within that sector itself and that is a sign 
of concentration. Everywhere concentration 
takes place in this manner. If you look at the 
Board of Directors of the five big banks   .   .   . 

SHRI K. SANTHANAM (Madras;: Is this 
reduction mostly not due to the merger 
advocated by the Reserve Banks? 

SHRI BHUPESH GUPTA: It is right Mr. 
Santhanam. All that I am saying is it is true 
that some may have gone into liquidation by 
merging, eating up or swallowing up. Mr. 
Birla has become Mr. Birla by swallowing up 
many a little man like me and you. It is true—
merger. This is precisely called concentration, 
some go under liquidation but the money is 
taken by some others. You are right. I wish 
you had mentioned that in the Article about 
'Plan Reappraisal' you have written to-day. If 
you look at the Board of Directors of the five 
banks you will find that they are confined to 
well-known financial and big business houses 
in the country such as the 

Tatas, Birlas, Sahu-Jain, Goenka, Mafatlal, 
Warchand Hirachand, etc. I have then taken 
down, the full list is with me. It is very 
interesting, the galary of names there. Between 
them they perhaps control thousands of crores 
of rupees. As a matter of fact the Birlas are 
physically prtsent in the Board of Directors of 
two of the five banks. The great Goenkas are 
present in three out of the five. This is how 
they have shared things as between 
themselves, inter-linked as between 
themselves. Significantly enough, now the 
Indian Princes too have come into ithe picture 
and they are well-known people—Barodat 
Gwalior and the Scindias. They are distributed 
in these Boards of Directors. They are also 
very wealthy people, powerful people. 
Therefore the inter-linking is taking place in 
that direction also. 

You can well understand where the money 
is going. If such is the composition, thl money 
is going to the companies which they favour, 
in which the directors are interested. Now 
there is an alarming feature in the private 
banking world, namely, it is getting deeply, 
organically connected with the industrial 
finances, trade and commerce under the 
control of the monopalists and big business. 
The banks certainly will be interested in 
industry and commerce but the small and 
medium industries are neglected. Of the total 
advances received by small and medium 
industries, only 2 per cent, come from the 
commercial banks and the rest come from the 
State Bank. That only shows how the small 
and medium industries are treated by the big 
banking tycoons whereas 56 per cent, or so of 
their investment goes to industries in which 
they are directly or indirectly interested. 

I give another example. There are 188 
directors of the 20 leading banks. This is the 
Reserve Bank study. The 1B8 Directors of the 
20 leading banks hold, between them. 1452 
total directorships in 1289 other companies. 
There   you     will   see   that these 188 
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their tentacles far and widie, that apart from 
these 188 directorships in the banks, they hold 
directorships aggregating to 1452 and the 
companies concerned in which these 
directorships are held number again 1289. 
That shows the inter-linking and how it is 
taking place. I need not say now very much as 
to what is happening to the resources and it is 
happening as we all know. The Vivian-Base 
Commission gave some examples of how the 
banks in their control are used to help not only 
the concentration of wealth but all kinds of 
malpractices including downright swindles of 
public funds and so on. 

Take now our favourite Pentagon, as I said, 
the five leading banks. Their 55 directors 
share between them 689 directorships in 
companies in almost all vital branches of 
industry and commerce. Then, these 55 
directors, who sit on the Board ofi Directors 
on the five banks, have reached out to 689 
companies and over a wide field of economic 
activity. This is another aspect of the matter. 
Therefoie, the concentration is self-evident in 
this matter. It does not require Prof. 
Mahalanobis to point it out. We can easily do 
so (by looking at the report of the Reserve 
Bank of India. Now,-these moneys aire being 
handled and used for building up the banking 
empire, the financial empire of these houses, 
to give mutual accommodation in order to 
circumvent the laws and so on, to promote 
malpractices, to evade taxes, to carry on 
speculation, to attract contracts and so on. All 
kinds of things take place about which, under 
the existing law, we cannot have a clear 
knowledge, as far as the public are concerned, 
far shady deals are the order of the day. 

Let us be a little concrete here. As I said, 
188 directors have taken to their companies or 
the companies in which they are interested, 
aggregate loans to the extent of Rs. 183 erores 
from the banks in which they are interested or 
with which they are connected.    The  actual  
figure  would 

be much higher. This is how it is done. Take, 
for instance, the United Commercial Bank. It 
advances loans to companies in which—shall 
we say— the directors of the Punjab National 
Bank, are interested and vice versa. That is to 
say, the Punjab National Bank, by mutual 
arrangement will advance loans to the 
companies in which the directors of the United 
Commercial Bank aire interested, so that they 
do not come under the mischief of the Banking 
Companies Act or the Company Law. There 
are certain restrictions and these are 
circumvented by mutual arrangements as 
between them. That is also another practice 
which is being indulged in by them. Some 
figures are available, but the real figures are 
disguised to some extent and usually these 
deposits are used largely for speculative 
purposes and not for productive purposes and 
this should be borne hi mind. If you look at the 
advances against stocks of foodgrains—that is 
another name for speculation in food-grains 
with banking money—you will find that in 
1959, it was Rs. 49.78 erores. In 1963 it bag 
gone up to Rs. 136.14 erores. That is the 
position. Such a big jump has taken place, and 
much of this money goes in for speculation. 
Mr. Chairman, I need not give very many 
examples. Private credit expansion is taking 
place through the scheduled banks. When we 
talk of deficit financing, we must also talk 
about credit expansion by the private sector. In 
short, I say that from every point of view, 
nationalisation is called for, as we all know, in 
order to break this economic concentration of 
power so that the vital resources of the country, 
of the order of Rs. 1,400 erores, not including 
the deposits in the State Bank of India, may be 
put in the hands of the State to be utilised for 
planned economic development including the 
giving of support to medium and small 
industries in the private sector. Then it will not 
be available for being utilised for speculation 
or for other malpractices and so on. An annual 
profit of Rs. 12 erores would also be 
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available.    I  am  not  asking you    to  | attach 
much importance to the question  of  profits,  
ibut  then  it  is   there and it is not a small 
amount and if you do that, then it will be 
difficult for the monopolists to get the banking      
fiance,      it will not be      easily available  to  
them  to  take   over  the industries  or build  up  
their  empires or take over the subsidiaries and 
thus accelerate  the  process  of interlinking the 
companies and. so on.    Therefore, I say, from  
every angle    and    from every single point of 
view, nationalisation in this respect is essential.    
Mr. Chairman,   I say that   today  we   have 
reached that stage when we should do it.    We 
know that some of    us    are saying that  the  
position  is  stagnant. We  cannot  allow   the   
vast   resources of the country—in fact it is 
equal to 10 per cent of the national income— to 
remain in the hands    of    a    few families!  
Really it comes to its being in the hands of a 
few families in the country, and they being able 
to control  our  industrial  and     commercial 
complex.    This has to be taken as an economic 
measure, a measure of far-reaching  economic 
consequences,      in the interest of plannig, with 
a     view to breaking the power of monopoly, 
with      a      view      to     making      all these        
resources        available      for the      Plans,      
for      the        planned development of the 
country's    entire economic  life.    That,   Mr.   
Chairman, is how We    should proceed    in    
this matter. 

I hope that the House will express 
its opinion in favour of my hon. 
friend's motion in an informed manner 
in favour of the nationalistion of these 
banks. I hope the Prime Minister will 
consider these suggestions that we are 
making in this House and take vigo 
rous steps, 'bold steps, and not let 
things drift further. Let us act now 
when there is time for acting. Already 
we are late. We must act now and 
take over these banks and that will 
be for the good of everyone of us 
which will bring benefit to the country 
as a whole. , 

PROF. A. R. WADIA (Nominated): Mr. 
Chairman, I am not surprised that 

my hon. friend, .Shri Raghunatha Reddy, has 
brought forward this Resolution about the 
nationalisation of commercial banks. The idea 
of nationadiisation is extremely fashion-aible. 
There are people who believe, as my hon. 
friend, Shri Bhupesh Gupta does, that all the 
ills in the world will be done away with only if 
we nationalise everything. Unfortunately, the 
main motive for this move for nationalisation 
is the jealousy of the rich. The main motive is 
to impoverish the rich, not the desire to enrich 
the poor. In fact, 'if you study the economic 
condition of the people in the Communist 
countries and in the democratic countries, you 
will find that nationalisation does not really 
make for the betterment of society at large. 

SHRI SHEEL     BHADRA       YAJEE 
(Bihar): Question. 
PROP. A. R. WADIA: In China they have had 

regimentation in food and clothing. But there is 
scarcity and food has to be supplied by 
capitalistic countries. In Russia there has been 
tremendous loss of individual initiative and I 
have not the slightest doubt that real 
communism does not exist in Russia. On the 
other hand, we And that the wealthiest country 
in the world is America, and next to it are 
England and West Germany. And there the 
main motive is not nationalisation but the 
encouragement of individual private enterprise 
and industry. That is the position. Now, it 
seems to me that if we compare these two 
economics, there is ' everything to be said in 
favour of the free countries with private 
individual initiative rather than in favour of 
nationalisation. What is the experience of India 
? I know that in certain quarters! the idea of 
nationalisation is very common. But in actual 
practice this has meant loss of efficiency, 
intense corruption and low profits in the public 
sector to a decimal point. 

SHRI P. N. SAPRU (Uttar Pradesh): What 
about the private sector? Is there initiative in 
the private sector? 
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PROF. A. R. WADIA: If the hon. Member 

has to say anything against the private 
sector, he is welcome to say it. But the fact 
remains that the private sector will not be 
changed by what my hon. friend says about 
the private sector. In the private sector we 
have to distinguish between good people 
and bad people. I am not saying here that all 
the private owners and capitalists are good 
people. They may be knaves, some of them 
are. We know that 

SHRI BHUPESH GUPTA: The hon. 
Member in this House is a creatio ■ of the 
public sector, being nominated by the State. 

PROF. A. R. WADIA: So I am not 
standing for each and every individual 
capitalist or industrialist. We have to pick 
and choose and it is for the Government to 
do that. The Government has got full powers 
to pick out the industrialists who are wicked. 
Unfortunately, our grievance is that the 
Government has not been active enough in 
doing so. If they had done it, it would have 
benefited the country immensely. 
Now, there cannot be two opinions about 

the need to better the conditions of the    
labouring    classes.      We    all recognise the 
importance of labour as a contributing factor 
in the economy of our country or of    any    
country-There is not the slightest doubt that 
the labouring classes must be improved in 
every way, in    housing, in educational  
facilities,   in  medical  facilities, in food (but 
the experience of England goes to show,  and 
America too, that this result is best achieved 
by equitable even though a very high taxation 
of the private  individuals,  the  capitalists.     
In  fact,  there  are   none     so blind who 
having eyes would not see and none so deaf as 
having ears would hear not.   We find in 
America that on an average one man out of 
three has a car and practically every American 
household has got a number of gadgets in the 
form   of   washing    machines, cookers, 
radios and what not.    Now. that    sort of  
luxury can hardly    be imagined to exist in 
what are called 

nationalising countries. Why is this 
done? What is the experience of 
England? We know that in England 
the Labour Party once upon a time 
was very keen on nationalising every 
thing but they burnt their fingers very 
badly and they have learnt from that 
lesson. They are not so keen on 
nationalisation now). They are con 
tent to follow the wise old Fabian, 
policy of taxing as high as possible 
the industrialists       and       getting 

more income for the Government arid spending it 
for the 'betterment of the poorer classes.    Now, 
what I wish to know is_ what is to be gained by 
the nationalisation of the    banking    concerns in 
India? Of course, it is a very common  idea  that  
all  the  high  profits will come to the 
Government but it is forgotten that the cost of 
running these banks by the Government will be 
ever so much more than    in the case of 
individual bankers.   (Interruption).  Certain,   
the      private      sector will   lose  the facilities  
that  it     now enjoys of     having      credit.    
Modern commerce is so complicatec  that even a 
multi-millionnaire cannot carry  on business 
without some credit.    Everyone has got an 
overdraft facility and this they might lose on 
nationalisation and I think, on the whole, that 
would be a  loss  to the    country    at ' large 
because it means loss of private initia* tive.    
The needs of safe banking    in India  have  been 
already attended to by the creation of the State 
Bank of India.   Now, Mr. Bhupesh Gupta said 
that it was not a case of nationalisation but as a 
matter of fact, the old State Banks of Bombay, 
Calcutta and Madras were all Government 
concerns and  the principle has been extended to  
the  State Bank of India  and the interests  of 
private banks    and    the investing public have 
been more    or loss safeguarded     by     bringing 
into existence the Reserve Bank of India, and I 
think this is a very wise proposition.    We all 
know that banking is much safer today than it 
was ten or twenty years ago and we are    grateful 
to the Government for    all    the powers  that 
they have  given to  the 



Rserve Barak of India because the 
powers of the Reserve Bank of India axe 
exercised in the interests of the 
community at large. 

Now, there is one important aspect which 
seems to 'be    completely    forgotten  by  
the  hon.   Members      who support 
nationalisation and that is the cost of   
nationalisation. Of course,   in a 
Communist country      anything can 
happen and they are not bound      to 
compensate    the  private  banks    but 
luckily our country has not come to that 
stage of Communism    yet.    We still  
believe in  compensating  private industry; 
we still believe in compensating    the    
private    capitalists    and therefore, if the 
banks     have to be nationalised,   
compensation   will  have to be paid.    
How much will it come to?    How many 
thousand crores will be      needed      and      
where is      the money to come from, 
except from the public  at  large?  Well,   
Sir,  my  own feeling is    this  that    in    
trying     to nationalise in great haste we 
shall be committing the usual fallacy of 
killing the hen that lays the golden egg. 

SHRI G. S, PATHAK (Uttar Pradesh): 
Mr. Chairman, I have heard with great 
interest the speeches that have been made 
by the hon. Members who have gone 
before me. I have also read in script the 
speech made by the hon. Mover of the 
Resolution. 

I oppose the Resolution and my reason 
for opposing the Resolution is that it is 
neither expedient nor necessary today to 
nationalise commercial banks in the whole 
of India. I am not in favour of adopting 
any doctrinaire or dogmatic approach. 
Conditions; must exist which should 
justify oi-require nationalisation of any 
particular activity and I do not think that 
today such conditions exist any more for 
the nationalisation of the banks than for 
the nationalisation of other industries 
which are fed by the banks. Private banks 
are mere limbs of private industry and 
unless you find that the time has arrived 
for nationalisation of the private industry, 
it will be an error, a logical error, to 

nationalise the limib which feeds the 
private industry. Now, Sir, our goal 
certainly is social and economic justice. 
We have laid down the principles of the 
policy in part IV of the Constitution but 
all this is subject to two things, number 
one, individuals' rights and number two, 
freedom of trade and commerce in the 
country. (Interruption'.) 

Please listen.   I have listened to you 
and you listen to me. , 
Now, it is true that where nationalisation 
has been made, it will not be open to attack 
on the ground that the citizen's   right  has   
been      infringed. Well,   the  question  
remains   whether the freedom of trade  
and commerce has 'been infringed  and the 
context in which the power is given to    
the State  to nationalise  is—article   19(6) 
itself says that—we must not nationalise at 
random, we must nationalise only where 
public necessity demands nationalisation,    
only    where    it     is reasonable  to  
nationalise,  not  otherwise.    Therefore,  
Sir,  there  must be a rational basis for 
every nationalisation and each case must 
be considered on its merits and there 
should be no 'dogmatic   approach    in  this    
matter. Now, Sir, nationalisation as a 
doctrine is certainly  very attractive  but    
the socialistic pattern of society to which 
we are wedded is conditioned by our 
history, is conditioned by    cur   Con-
stitution, is conditioned by the practical 
necessities and the practical realities of our 
national life.    We cannot draw upon 
economic theories derived from foreign 
countries.   We must look to our history, 
we must look to our Constitution and we 
must look to our own    practical needs    
and    practical realities and I submit, Sir, 
that if the question is whether there is any 
public necessity peculiar to banking 
business which requires its nationalisation, 
the answer  should  be  in  the      negative. 
Today the banking business is conducted 
both in the public sector and in the private 
sector.   The State Bank and  the Reserve 
Bank aie banks in the public sector.    The 
Reserve Bank also  conducts banking    
business     to 
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[Shri G. S. Pathak.] some extent in the 
public sector and the Reserve Bank is a sort of 
a lord over the entire banking business in the 
private sector. Now when this situation is 
existing at the present moment, then the 
question is whether you can say that there is 
concentration of wealth in the hands of a few 
to the common detriment of the people of the 
country. That is the question. And I submit, 
Sir, that that question must be answered again 
in the negative. There is no concentration of 
wealth if the facts are properly analysed in the 
hands of a few without control by the 
Government arid to the detriment of the 
people in general. Now, Sir, the argument has 
been. . . 

SHRI BHUPESH GUPTA: Where is 
concentration then? If there is concentration, 
it must be in the hands of a few. 

SHRI G. S. PATHAK: Now, Sir, the 
argument has been that there is economic 
power over the deposits made by the public. I 
am using the words which were used by the 
hon. speaker who moved this Resolution. He 
referred to the chain of directorships for 
purposes of economic control which would 
result in concentration of wealth. He also said 
that with 51 per cent of share capital in a parti-
cular company a particular managing agent 
will get into power—I am giving the 
substance of what be said— and the managing 
agent will get complete control over a 
company. He will take loans, he will invest 
money in otber companies and soon and so 
forth. Now, Sir, this completely disregards the 
Banking Companies Act and the picture given 
is an unreal picture. It should be remembered 
that rigid and stringent controls have been 
imposed by law on banking companies. There 
is prohibition on trading. No banking 
company shall employ or be managed by a 
managing agent. No employee can take remu-
neration in the shape of profits and the 
remuneration can be fixed by the Reserve 
Bank itself if it is excessive. No    banking    
company    should    be 

managed by any person who is a director of 
any other company or who is engage^ in any 
other business. No shareholder, whatever 
might be> the amount of his shareholding, can 
exercise voting power in, excess of five per 
cent of the total voting rights of all the 
shareholders of the company. Therefore it is 
wrong to say that 51 per cent of shareholding 
can take the rights belonging to others. There 
are other provisions. The Reserve Bank can 
determine the policy, lay down the policy, for 
every banking company and can see that the 
policy is carried out. How can then, Sir, it be 
said that there is concentration of wealth? If 
the Reserve Bank is not functioning properly, 
the Reserve Bank should be made to function 
properly. If the law is not sufficiently 
stringent, make it more stringent but is there 
any reason to say that there is. concentration of 
wealth because the private sector is being fed 
by private banking at the present moment?    
(Time bell rings.) 

Now, one point you will permit me to 
mention and that is the point raised by Mr. 
Bhupesh Gupta about the bigger crushing the 
small. It should be remembered that it is the 
Government policy that there should be banks 
of a particular magnitude so that they may 
inspire confidence and it is in consequence of 
the Government policy, in consequence of the 
directives of the Reserve Bank, that there is 
merger. It is not on account of the fact that 
voluntarily the big fish are eating the small. 
The picture therefore which is presented 
before the House, I submit, is an unreal picture 
and no necessity arises at the present moment 
of nationalising the banks any more than 
nationalising any other industry in the country. 

Thank you, Mr. Chairman. 
MR. CHAIRMAN: I am sorry to have 

interrupted you at the wrong time. You have 
finished a minute before time. 

SHRI G. S. PATHAK: That is all right, Sir. I 
thought I had taken fifteen minutes. 
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MR. CHAIRMAN: No; you have finished a 
little before time. I am sorry to have 
interrupted you at the wrong time. 

SHRI G. S. PATHAK: In that case, Sir, if 
you will kindly permit me, I shall take  one 
minute more. 

.MR. CHAIRMAN:    That is all right. 

SHRI G. S. PATHAK: Sir, it has been 
properly pointed out that the :ompensation 
which will have to be paid will be heavy. If 
you take into account the amount of 
compensation which will have to be paid, if 
you also take into account the amount of 
money which will have to be set apart for the 
purpose of carrying on the ausiness and if you 
take into account the amount of deposits made 
by the banks—and I speak subject to correc-
tion; I believe it is about Rs. 711 croreis—in 
Government investment, nationalisation of 
banks is not justi-ied. We must take stock of 
our pubic sector. We should try to strengthen 
md consolidate what we have already lone 
before launching on new ventures md I 
submit, with all respect, that we should not 
demolish unless we are ready to rebuild and 
unless it is necessary to demolish. 

12 NOON. 
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SHRI M. GOVINDA REDDY Mysore): Mr. 

Chairman, the resolution under discussion 
raises to very important matter wh;ch merits 
careful consideration on the part of Members 
of this House and of the Government. 
Questions will be 'asked 'and have been asked 
as to where is the necessity of nationalising 
commercial banks. What is wrong with our 
banks today? Banks accept deposits from the 
poor as well as the rich. Banks lend to big and 
small. 

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

They support and enrich the economic 
activities of the nation, and what is wrong 
with them? May be, some time ago there was 
a series of bank failures in West Bengal 
culminating in the failure of the Lakshmi 
Bank and the Palai Bank. May be when such 
things occur, doubts arise in our minds as t0 
whether the ordinary man who deposits in the 
bank is really safe, whether we have sufficient 
guarantees for the safe working of the banking 
system. But then the answer is that we have 
tightened the provisions of the Banking 
Companies Act and given more and more 
control 

to the Reserve Bank, and therefore the 
Reserve Bank is in a position today not only 
to insist upon all sorts of safeguards for the 
floatation of banks but also for the conducting 
of banks. It has the powers of supervision, 
control and direction end therefore, as the 
hon. Members were saying, banking today is 
far safer than it ever was. So, where is the 
need for nationalisation? 

Sir, in order to answer this question one has 
to probe a little deeper end examine the 
function of banking. It is not a question of 
public sector or private sector. It is not a 
question of relating banking to private 
industry. We have to look at this question 
from the point of view of the goal we have 
adopted. Our goal is the creation of a socialist 
society. This we adopted some seven or eight 
years ago, and I am amazed to see that not a 
single step has been taken which is calculated  
to  lead us to that  goal. 

One important factor which helps 
to take us towards that goal is the 
removal of inequalities of wealth. 
This is a goal to which possibly no 
hon. Member can have any exception. 
If we have to remove inequalities of 
wealth, then we have to remove the 
opportunities which create concentra 
tion of wealth. And what are those 
opportunities and where is the bank 
ing system coming in this 
matter? Now I wish to show that 
these commercial banks do help 
in the concentration of wealth in the 
hands of a few. I do not mean to 
say that it is illegal or unlawful or 
bad. It is a lawful activity. But 
pursuing quite a lawful activity these 
banks wittingly Or unwittingly have 
been helping certain vested interests 
to grow stronger. What is our an 
swer? The Government may say and 
some hon. Members may say that we 
have got these of higher income-tax, 
super tax, excess profits tax, to mop 
up higher incomes and so 
on. But no amount of these 
things   can   take   away   concentration 
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of wealth. We have seen that. In fact if 
the Mahalanobis Report comes into our 
hands, we will see that concentration of 
wealth has gone on in spite of all our 
measures. So our taxing has not been 
able to solve this question. 

Now we have to really root out all 
chances of a man unlawfully enriching 
himself.  By the    position of the strength 
of money, by the position of the strength 
of influence that he commands in society 
he is able to exploit others and create a 
position of wealth for  himself.    Now  in 
these  opportunities  the banks have  a 
very     great place.    Sir, if we have to 
realise the important  place  that  banks  
have   in our  society today  and the  vital 
role that they  are playing in  our econo-
my, we have to probe, as I was saying -a  
little  before,   a  little     deeper. How do 
they work?   I am an agriculturist.     I     
grow      cotton      and     I bring it  to the 
market.        In        the market there are 
two or three buyers, and they are rich 
people.    Any number of people are 
willing to buy but they    have no   money 
to   buy   that. These  two  or three  people 
have  influence with the banks.   They get 
any amount of loan  from the banks     or 
overdraft.    That  opportunity     others 
cannot have.   These two or three people 
will corner the produce    in    the market.   
They do not demand it when there is a lot 
of produce, but     they make  the produce 
rot in the market until  at last the peasant 
is tired out and then they will  dictate the 
price in spite of the Government's regulat-
ed market.    They will have to sell at the  
price  dictated  by these  two     or three 
purchasers.    I have this experience 
myself.    We started a co-operative  
society,   a   Consumers   and   Producers 
Co-onerative Society, of which I was the 
President.    It was Just to counteract this 
that I started it    because mine is a cotton-
growing area. You have only two cotton 
purchasers in the entire cotton area.    
They    are playing havoc with the cotton      
producers.   But what are our resources? 

How can a co-operative society raise 
enough funds to buy one day's produce 
one day'is isupplyj, in the market? No 
banks lend me because I have not security 
to offer and I have no influence with 
them. These two people can do anything 
with the market, and this is going on 
today in spite of our regulations. What I 
say with regard to cotton applies with 
regard to oil-seeds, it applies with regard 
to every commodity that comes to the 
market. Now, this has an indirect effect. 
If I am able to corner the oil-seeds today 
because I can export them with the help 
of my money, then I am indirectly raising 
the price of oilseeds at home. So, every 
man who consumes oil will have to pay a 
higher price. That applies to every 
consumer product. Now, what about the 
smaller merchants? The smaller 
merchants are nowhere before these big 
people because they have no resources 
and it is only these big financiers who 
control these banks that can command 
enough resources to corner the produce in 
the market. 

Well, Sir, I think the Mover very ably 
showed to us how they manipulate 
floating of companies. With the help of 
these banks they float companies. They 
need not invest a pie of their own; they 
borrow money from the bank, they get 
money from the share-holders. As the 
hon. Mover was saying, merely with the 
shareholders' money they will be able to 
float a company and by virtue of floating 
one company, they can float ten. fifteen, 
one hundred other companies. Therefore, 
all this means that they have a 
stranglehold on the economy of the 
country. Today you take any product, 
cement, or iron and steel or even 
automobiles. Government are not in a 
position to dictate the prices. Now, what 
is the Tariff Commission doing? The 
Tariff Commission is going into that but 
then these manufacturing concerns are 
showing higher costs of production and 
therefore, Government are compelled to 
raise the prices of these products. 
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[Shri M. Govinda Reddy.] 
So, Government are helpless. In that way, 
they are able to have a stranglehold on 
everything that we need, that we produce. 
And what is the reason for their 
stranglehold? It is not their own money. 
They may be millionaires, they may not 
be million-lires. But they have this 
stranglehold, naturally, with the help of 
the influence that they have with these 
tanks. The hon. Mover was saying— I am 
not going into the figures—that about 70 
people had been able to control some 250 
companies. That is so, that is going on in 
our economy. It is not that we do not 
want the private sector, it is not that we 
do not want the banks. But unfortunately, 
these commercial banks are lending 
themselves, lawfully of course, to this 
activity which is having a stranglehold on 
the economy of the country. 

Now, what are we going to do in the 
matter? Should we control it or not? 
What is the method of controlling? There 
is no other way except by nationalising 
these banks. 

Sir, there is a difficulty. If we have to 
nationalise these banks, how can we pay 
these banks? Well, that is not a very great 
difficulty. After all, the paid-up capital of 
these banks, when compared to the 
turnover of these banks, is little. We can 
pay that. We can pay in cash or we can 
pay partly in cash and partly in bonds. 
That we can pay. Reserves and other 
things are there. And we will not make a 
loss. 

There may be another difficulty raised. 
Where do we find the personnel to run the 
banks? We have to train them. When we 
ere running a Government, when we are 
running several undertakings, big and 
small, in the public sector, we can as well 
train personnel for the banking service, 
create a Banking Service. Unless we have 
a hold on this activity which is having a  
stranglehold on  the public 

and economic life of the country, how are 
we going to achieve our goal of a 
socialist society? I can understand it if we 
give up the goal of a socialist society. I 
can understand this going on. Rich 
people may become richer and the poor 
may become poorer. 

SHRI A. B. VAJPAYEE: It is going on 
inspite of your socialism. 

SHRI M. GOVINDA REDDY: I am 
saying that we do not have socialism 
now. That is my regret, and I do not see 
socialism anywhere near. I would like to 
see it but it is so far off. Tf we give up 
that goal, that is a different matter. I am 
one with Shri Pathak, Prof. Wadia and 
others who are arguing; I am one with 
them. If we do not have that goal, we 
allow this economic system to go on. But 
if we want the poor man, the middle class 
man, to get his due, if we want him not to 
be exploited by the rich man merely 
because he has got money and approach 
to money and the means to get money . . . 

SHRI R. P. N. SINHA (Bihar): Ycu 
have our Mr. Mani here. 

SHRI M. GOVINDA REDDY: Yes, 
Mr. Mani is for money. We have to have 
control . . . 

SHRI A. B. VAJPAYEE: You have no 
power. 

SHRI M. GOVINDA REDDY: We 
have to have control over these banks. 
Well, examples of other countries were 
given. Examples of other countries do not 
apply to us. A businessman in England or 
America is more honest than a 
businessman here. I do not say that all 
businessmen are not honest I do not mean 
to say that. (Interruptions.) If we can 
predicate a group of people, whether 
citizens or even Members of Legislatures 
or Government servants or businessmen 
or anybody, then we can say that we are 
not up to that level. 
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SHRI C. D. PANDE: Government also. 

SHRI M. GOVINDA REDDY: Those 
examples we cannot take. 

SHRI A. D. MANI (Madhya Pradesh) : 
Mr. Vice-Chairman, I am sorry that I will 
have to fulfil the expectations of my hon. 
friends of the Communists Party by 
saying that I oppose the Resolution. 

Sir, I have gone through very carefully 
the record of proceedings of the last 
sitting of the Rajya Sabha and I have 
given my earnest attention to the 
arguments put forward by the Mover of 
the Resolution in support of this 
proposition. I must concede that the 
Mover has placed before us a well-
documented case. But, unfortunately, that 
case is not related to the needs of the 
country, but to the requirements of an 
academic discussion. The Mover of the 
Resolution has pointed out in his speech 
that the country has set before it a 
socialist pattern of society and he wants 
everything else to be fitted into that 
pattern. It is only natural that this country 
is progressing towards socialism. We 
must take all the necessary steps to have 
a fully socialist society, as quickly as 
possible. But this country has also 
accepted a mixed pattern of economy. 
Whatever the ruling party might say 
about the socialist pattern of society, it 
has given a position to private industry, 
to what is called the private sector, in the 
picture that it has of the future. 

Sir, there would have been justification 
for Government or for anyone coming 
forward and pleading for the 
nationalisation of banks if it had been 
proved that the banks had misused their 
funds as the life insurance companies in 
the past used to do, which led to the 
nationalisation of life insurance. Th* 
Reserve Bank Bulletins and the Finance 
Minister. Shri Krish-narnaebari. while 
sneak'ng in the other House, have 
admitted hy implication that there has 
been no gross misuse of funds. I would 
like to men- 

tion here that though a small minority 
controls the capital holding in the 
scheduled banks, there has not been 
misuse of the funds at the disposal of the 
banks in the shape of deposits by the 
directors. Out of Rs. 1,200 crores of 
advances, only Rs. 156 crores went to the 
directors. This is a small percentage. 
There has also been an increase in the 
advances of the State Bank. If it is a 
question of comparison, the advances of 
the State Bank have also gone up, not 
necessarily in the same ratio as in the 
case of the scheduled banks, but it has 
also shown a progressive increase. 
Further, the deposits in the scheduled 
banks are of the order of two-thirds of the 
deposits in India. Out of Rs. 2,100 crores 
of deposits as much as 33 per cent, are 
held by the State Bank of India. Already 
one-third of the sector has been 
nationalised. It is only the two-thirds that 
are available for the private industry. 

Mr. Raghunatha Reddy, the Mover of 
the Resolution, mentioned in his 
speech—I am referring to him because 
he put forward what I consider to be the 
most documented and well argued case 
for nationalisation of banks—that these 
deposits were not available for 
investment in public securities. But the 
House has got to take into consideration 
the requirements of the private sector. If 
the country has accepted a mixed pattern 
of economy, the private sector too re-
quires capital for the expansion of its 
programme and its plans. 

SHRI BHUPESH GUPTA: That is 
coming from the State Bank now. 

SHRI A. D. MANI: I will come to that. 
Now I have got one serious objection to 
giving more and more power to the State 
Bank. The State Bank has not proved that 
it can be the only effective instrument of 
banking in the country, I wanted to 
examine the figures of the State Bank and 
the figures of the scheduled banks. The 
figures of the State Bank are much less.   
The House has befor» 
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[Shri A. D. Mani.] it the example of the 

management of the public sector industries. 
We have not reached the Plan target in respect 
of realisation of profits for these public sector 
industries. When our experience of the public 
sector has not been of an encouraging 
character I would not advocate the step for 
nationalisation of banks which would give the 
Government full control over the economic 
life of the community. 

Sir, much has been said about a small 
minority controlling the economic destinies of 
the country. 

SHRI BHUPESH GUPTA: Minority— you 
can count them on fingers. 

SHRI A. D. MANI: Unfortunately, the 
pattern of human life all over the world shows 
that it is only the minority which controls the 
life of a country. What about the Soviet 
Union? What about the Communist countries? 
There it is the Communist Party hierarchy 
which controls the political as well as the 
economic destinies of the country. In this 
country 45 per cent, of the votes were secured 
by the Congress. A minority party is in power 
and controlling the economic life of the 
country. You see, therefore, that if it is to 
effect complete equality in distribution of 
power, it is not possible. If the Opposition had 
put forward a case to show that the deposits of 
the banks have been misused for purposes 
against public interest, there would have been 
a case for  nationalisation  of banks. 

SHRI BHUPESH GUPTA: After the 
Dalmia-Jain enquiry, Mr. Mani, would you 
not say that at least in the case of the Punjab 
National Bank one case has been clearly 
state3 whose funds were being used for 
purposes which are fairly bad? 

THE VICE-CHAIRMAN: (SHRI M. P. 
BHARGAVA) : Mr. Bhupesh Gupta, you should 
address through the Chair, not Mr. Mani 
direct. 

SHRI BHUPESH GUPTA: But Mr. Mani 
wants to be attractive in this House. 

SHRI A. D. MANI: I am not a depositor in 
the Punjab National Bank. But I am sorry that 
this case has been raised on the floor of the 
House. The Punjab National Bank is one of 
those banks which have operated a high 
margin of profit. If my memory does not fail 
me, Sir, about 20 per cent, dividend is being 
given. 

SHRI BHUPESH GUPTA: Mr. Vice-
Chairman, Mr. Mani is a journalist. Therefore, 
I say that when, for example, a warrant was 
issued for the arrest of Mr. Dalmia and he was 
taken into custody, Mr. Shanti Prasad Jain 
came here and offered Rs. 2 crores 
immediately to the Government in order to get 
his father-in-law released and so on. We can 
understand the son-in-law and father-in.law 
business. But Rs. 2 crores was offered and 
that money was sought to be drawn up—and I 
think was given also—on the Punjab National 
Bank. Now, would you call it a proper use? 

SHRI A. D. MANI: This happened twelve 
years ago, Sir. It did not happen recently. 
Many things have happened jn the past. 
Twenty years ago there was mismanagement 
of the scheduled banks. But at present the 
Punjab National Bank is one of the most 
efficiently managed banks of the country, 
whatever the form of ownership may be. Even 
recently there was a run on the Punjab 
National Bank some two years ago and then 
the Government came to its rescue. 

SHRI BHUPESH GUPTA: That is why at 
the instance of the Reserve Bank the 
Chairman of the Bank was removed and Mr. 
Goenka was appointed. 

SHHI A. D. MANI: The Government of 
India came to i'm rescue of the Punjab 
National Bank because it was a sound bank. 
Sir, a case of mismanagement has not been 
made    out 
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against the scheduled banks. The case 
that these scheduled banks have not used 
their deposits for the development of the 
country has not been proved. On the 
other hand it is these banks which have 
helped the private enterprise and 
provided the nucleus of the corporate 
capital which has come into existence, 
which has led to the  emergence of new  
companies. 

Sir, life insurance companies were 
nationalised and but for the methods and 
techniques of the life insurance 
companies followed by the Life In-
surance Corporator it may not be possible 
for the latter to get business on the 
present scale if there were competition. It 
is only because of its monopoly position 
that the Life Insurance Corporation is 
able to get ils business. Sir, even with 
regard to the settlement of claims there is 
considerable delay on the part of the Life 
Insurance Corporation. Now the Life 
Insurance Corporation is going to enter 
the general insurance field. If it were in 
such a strong position it would not seek 
to compete with other insurance 
companies on non-tariff basis as they are 
seeking to do today. It will be seen that 
our experience 01 the Life Insurance 
Corporation, as it is, does not warrant an 
assumption that we can manage the banks 
better than the people who are in charge 
of it at the present time. 

Sir, my hon. friend Mr. Pathak, 
referred to the effective control of the 
Reserve Bank over the scheduled banks. 
Mr. Bhupesh Gupta pointed out just now 
that the Chairman of the Punjab National 
Bank had to resign because he was 
involved in a foreign exchange violation 
case. 

*" SHRI BHUPESH GUPTA: But the list 
of Directors will show that his son, 
Ashok Kumar Jain, is there according to 
the Vivian Bose report. 

SHRI A. D. MANI: Even in Communist 
countries the son is never punished for 
the sins of his father ex- 

cept during the days of Stalin which you 
have repudiated now after the Chinese 
aggression. Sir, Stalin used to do that in 
that country but ^t is not being done 
now. Even the Communists do not visit 
the sins of the father on the son. 

Sir, the Reserve Bank has got also 
power of selective credit control. It can 
ask for the list of advances af any time. It 
can prevent a bank having deposits if it is 
satisfied that the bank's overdraft policy 
is not sound. The Reserve Bank also has 
got power, as Mr. Pathak pointed out. of 
fixing the remuneration of the members 
of the staff of the State Bank in view of 
the agitation that was led some years ago 
and against the overpayment to members 
of the staff of the State Bank. All these 
powers of control the Reserve Bank 
already pos sesses at present. 

Sir, my another objection to the 
nationalisation of banks is that in spite of 
the progress of the public sector and :n 
spite of investment of colossal capital in 
the public sector, we have not been in a 
position to build up a managerial 
democracy in our country so far. We do 
not yet have even the taient in the public 
sector for manning the public sector 
industries. Banking is an extremely 
delicate instrument in a nation's 
economy. If we try to nationalise banks, 
we must first be satisfied that we have 
the staff for this purpose. 

Further, the question of payment of 
compensation to the shareholders of the 
scheduled banks is one which does not 
admit of an easy solution. Mr. Morarji 
Desai, Sir, referred to this matter in the 
other House during the Budget debate 
and pointed out that the compensation 
itself would work out to Rs. 100 crores. 
(Interruption by Shri Bhupesh Gupta) I 
know that. But this is what Mr. Morarji, a 
Government  spokesman,   said.    The  
pro- 
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ceedings are there in the Parliament. 
Library for Mr. Bhupesh Gupta and any 
other Member to see. 

SHRI BHUPESH GUPTA: Even if he 
did say Rs. 100 crores, you have got 
nearly Rs. 30 crores as reserves, and the 
compensation need not be paid ir one 
shot. It can be spread over 40 50 or 60 
years. 

SHRI A. D. MANI: I am only quoting. 
The Minister of Finance of the 
Government must have worked out all 
these details as well as Mr. Bhupesh 
Gupta is trying to do on the floor of the 
House without any figures before him. If 
ttaa Finance Minister has worked out 
these figures, he must have had a sound 
basis. In any case, taking the rate of 
interset at 6 per cent, it will take 16 years 
for this country to pay the interest on this 
Rs. 100 crores investment and for 16 
years there will be no profitable return to 
the country on the investment of money 
for the compensation of the shareholders. 

SHRI BHUPESH GUPTA: It will be 
turned into bonds. 

'SHRI A. D. MANI Mr. Gupta does not 
want equitable compensation to be paid. 
We on this side of the House, not on his 
side, do not accept that. Equitable 
compensation has to be paid. 

SHRI M. N. GOVINDAN NAIR 
(Kerala): What was the principle of 
compensation paid to the Imperial Bank 
when it was nationalised? Cannot we 
apply the same principle in this case also? 
Do not accept Mr. Gupta's views but the 
principle which was employed when you 
nationalised the Imperial Bank of India 
could be applied, whatever was the 
amount of compensation. 

SHRI A. D. MANI:     I am answering 
the point.    If the Resolution had 

said that an enquiry should be conducted 
into the feasibility or otherwise of the 
nationalisation of banks, I would have 
been prepared to accept an enquiry into 
the proposition. Now the Resolution says 
that the banks should be nationalised and 
we are saying— those who are opposed 
to the Resolution say—that we do not 
want it to be done because you have to 
pay heavy compensation. When the 
Finance Minister says Rs. 100 crores, I 
would go by Mr. Morarji Desai on this 
matter. H you say that you do not accept 
Mr. Desai's calculations, what are your 
calculations? You better find it out and 
come forward with counterarguments. I 
would like to make one final point and I 
have two minutes more. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA):    Your time is up. 

SHRI A. D. MANI: I am an old-
fashioned liberal who believes in demo-
cratic principles. I do not very much 
believe in increasing the Government's 
control over every aspect of the country's 
economic life. It is possible, ten years' 
hence, if the Banks are to be nationalised, 
the Party in power may be prepared to 
nationalise the banks and those engaged 
in industries may be penalisesd on 
account of their political views by 
withholding credit facilities. I do not 
think we have reached a stage of 
equanimity and fairness in our democracy 
which will permit us to reach reasonable 
decisions on economic matters. I think 
there is a much greater danger of the 
misuse of this power over the economic 
life of the country if the banks are 
nationalised. I oppose the Resolution. 

SHRI AKBAR ALI KHAN (Andhra 
Pradesh): Mr. Vice-Chairman, we are 
grateful to Shri Raghunatha Reddy for 
bringing this motion before the House 
when we can consider the different 
aspects of this very intricate and difficult 
problem. Let me make it clear that I give 
a qualified support to this Resolution and 
it means this that so far as the object is 
concerned, 



 

in course of time it may be necessary, in 
the interest of the people   of this country, 
that we may have to go on nationalising 
these commercial   bank:; also but I feel 
that this is neither the proper time nor we 
have the facility to accept the proposition 
and nationalise the banks.   I think when 
my friend moved this Resolution,    
obviously he was influenced by the 
environment in which he sits though he is   
an Independent Member.   The very basis   
of nationalisation  of banks   tantamounts 
to the end of the private    sector and 
private industries.    Let    us    be very 
clear about it.   If we want that there 
should be no private sector   and private 
banking, I can understand it.   We may 
agree or we may not agree but it will be a 
clear thinking that we do not want any 
privte enterprise    whether it be in the 
industries or in the case of banking, but 
we, after mature consideration, have come 
to   this conclusion that in the interests of 
our country, in view of the conditions 
existing here, in view of the fact that the 
public sector and the   nationalisation   of 
banks do require certain priliminaries 
which will have to be fulfilled be-ore we 
can take this step, we have decided for a 
mixed economy and as such so far as the 
key industries are concerned, we have 
taken a   step that it will be under the 
public sector.   So far as the control of 
economic factors and banking is 
concerned, we have   taken an   effective   
step.     The   friends who have given the 
example of the U.S.A., the U.K. or 
Germany or even Soviet Russia, forget 
one thing that even in these democratic 
countries the trend to control economic 
matters is    growing day by day.   I am 
sure    even   Prof. Wadia  and  Mr.  
Vajpayee  will  agree that so far as the 
quantum of control of the Government is 
concerned, it is increasing and that shows 
that in the best interests of the country 
and to reduce the disparity as much as 
possible between the rich and  the poor,  
that is necessary.   I would like to place 
before you one consideration so far   as 
the control of these things is concerned.    
Have we got effective   measures or 
remedies to control them or not?   I 

would not go into the details of the legal 
aspect which Shri   Pathak has very ably 
placed before the House but I would say, 
referring to    the point raised by Shri 
Govinda Reddy that it does happen in 
certain    cases where these  private  banks  
and   commercial agents do control the 
market in such a way that it creates great 
disadvantage to the common man but 
under the Banking    Companies' Act    and    
the powers given to the    Reserve Bank, 
they can be dealt with.   I would like to 
remind them that when the price of 
foodgrains was increasing, the Reserve 
Bank issued a direction that no advance 
should be made so far as food-grains are 
concerned.   The result was that the prices 
of food that were going up, were to a great 
extent controlled. What I wish to state is, 
that    these measures should be further 
strengthened through the Reserve Bank, 
through the Banking Companies' Act, if 
necessary, through amendments.    Let    
uA see that the persons who hold this capi-
tal, the persons who    manage   these 
banks,  do not defeat our object of a 
socialistic pattern or the    welfare of the 
people.    All the loopholes where the 
opportunity is taken to exploit the common 
man should    be    effectively controlled.    
If that is achieved,  to a great extent the 
object of the Mover and that of those who 
are    keen to have this control, will   be   
achieved. Now, why is it that I do not    
want nationalisation     at     present?    
Apart from the reasons which have already 
been mentioned by my    hon. friend, Shri 
Mani, and by other hon. Members, there   
is the question of the   amount to be paid as    
the    compensation.    I entirely agree with 
what    some    of them have said and    I 
say we    are committeed to paying 
compensation. 

AN HON. MEMBER: Equitable 
compensation. 

SHRI AKBAR ALI KHAN: Yes, 
equitable compensation and regarding 
that, I think it would not be in the 
national interest to pay so much money in 
order to take over these banks. The 
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other thing about which I am concerned, is 
that this nationalisation requires a certain 
atmosphere. This nationalisation requires 
certain qualifications, certain training and 
certain education and certain personnel who 
would be in a position to effectively manage 
these institutions. The other day you will 
remember, Sir, that we had a discussion about 
the public sector undertakings and many a 
case was brought to our notice where with 
greater efficiency, with persons with more 
experience, with more fully qualified per-
sonnel, we could have controlled those 
undertakings and run them better. That means 
that we have not yet got the neessary 
personnel, the persons with the necessary 
qualifications and also that atmosphere that is 
required. We have seen a lack of education, a 
lack of business honesty, a lack of sufficient 
public spiritedness. These factors, I fear, are 
lacking. If at this stage we go in for the 
nationalisation of these banks, then I feel that 
the very trend of the public sector will get a 
very serious set back. Even in the best 
interests of a socialist pattern of society, even 
having all those ideas— not the methods—
which my hon. friend, Shri Bhupesh Gupta 
and other friends have, we should not do a 
thing which will jeopardise that very idea or 
objective itself. 

SHRI M. N. GOVINDAN NAIR: If I may 
interrupt for a moment, at Jaipur, the AICC 
has clearly pointed out that there is 
concentration of wealth in the country, that 
this is a dangerous symptom which has to be 
fought. Does the hon. Member agree with that 
proposition or not? 

SHRI A. D. MANI: Your infection had 
spread to Jaipur. 

SHRI AKBAR ALI KHAN: I am in entire 
agreement with the proposition. We are only 
waiting for the report of the Mphalanobis 
enquiry, and as soon as we get it we will take 
all necessary steps so that we take the wind 
out of your sail.   Every time you are trying 

to say that this is the Congress rule and here 
there is so much of disparity in wealth and 
you try to take advantage of that position. We 
will take all possible measures to see that all 
this speechifying will go without any results, 
because we do want to reduce disparities. But 
the question is whether the mere fact of 
nationalisation of the bank will achieve that 
objective.   1 very much doubt. 

AN HON. MEMBER: That will be one step. 

SHRI AKBAR ALI KHAN: Yes, provided 
you are prepared for that step, provided you 
have got the necessary personnel for it. 

SHRI CHANDRA SHEKHAR (Uttar 
Pradesh): Just now the hon. Member, very 
rightly, while discussing the public sector 
undertakings, pointed out that there were 
difficulties and so much of inefficiency in the 
public sector. Then will he agree that all these 
public sector undertakings should now go to 
the private sector, just because they are 
inefficient? What is your argument? 
Inefficiency is there. Bureaucracy is 
inefficient. But does it change the whole 
philosophy of socialism and the whole 
philosophy of economic life? 

SHRI AKBAR ALI KHAN: Probably I was 
not able to make myself understood by my 
learned friend. My point is this. So far as the 
philosophy is concerned, it is quite evident, 
through the resolutions, through the Jaipur 
session, through the Avadi Session and so on. 
There is no question of any philosophy. What 
I am trying to explain is   .   .   . 

SHRI M. N. GOVINDAN NAIR: What 
about the practice? 

SHRI AKBAR ALI KHAN: Having that 
philosophy, are we to take up this adventure 
into our hands and take up an undertaking 
which will indirectly affect the progress of the 
very movement? I am certain, when there is 
the proper personnel, when there is 
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the proper atmosphere as I call it, then we 
can do it, and if I had felt that we do have 
that proper atmosphere and the necessary 
personnel, I wouid have requested the 
House to approve of the Resolution. But I 
do think that at present we are not in a 
posi;ion to undertake this and as I 
mentioned just now, if we take up certain 
measures without the full preparation and 
without the necessary equipment, then our 
cause, without being served, will be 
detrimentally affected, we would be doing 
a disservice to that very cause. It is in that 
light that I want this honourable House to 
consider this proposition. We know that !n 
many matters we all agree. We agree that 
there is this concentration of wealth, and 
this concentration sometimes takes 
advantage of the position and tries to 
exploit the common people. And we do 
want to have measures which, by 
modifying the Companies Act and the 
Acts governing the working of the banks, 
and other measures, will see that all these 
evils are effectively remedied. And then 
we will be in a position to nationalise 
these things on socialistic principles and 
to give the best to our common man, 
without damaging the democratic 
priniples and the Directive Principles of 
our Constitution for which we all stand. 
Thank you. 
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THE VICE-CHAIRMAN (SHRI M. P. 

BHAHGAVA) : Mr. Murahafi, you may 
continue after lunch. 

The House stands adjourned till 2-30 
P.M. 

The   House then   adjourned for 
lunch at one of the clock. 

The House re-assembled after lunch at 
half-past two of the clock, THE VICE-
CHAIRMAN (SHRI M. GOVINDA REDDY) 
in the Chair. 
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,;One cf the structural features of 
th<? Indian banking system is the 
concentr-.Uon of power which in seme 
passu :s enormous in relation to capital 
employed. From time to time we 
LOCUC across cases in which a family 
or group has got full controlling 
incorest In a Bank." 
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cannot support the Resolution moved by 
my hon. friend, Mr. Raghunatha Reddy. 
My hon. friend, Mr. Bhupesh Gupta, 
tried to give a picture of the Indian 
banking system which was also rather 
distorted. He has missed the very basic 
facts about the structure and the nature of 
the banking system. Today the fact is that 
the Reserve Bank, which is at the apex of 
the Indian banking system, has such wide 
and extensive powers that it can control 
all the activities of the banking system 
even in details. Even the day-to-day 
operations can be controlled by the 
Reserve Bank. 

Another thing is that 32 per cent, of the 
banking system is already in the public 
sector; is already nationalised. So the 
Indian banks function in a manner which 
is completely under the guidance, 
regulation and control of the Reserve 
Bank of India. These basic facts about the 
banking system have been missed by 
many of the speakers who have preceded 
me. Sir, the functions of a bank are 
usually to mobilise savings, to invest 
them for productive purposes and to 
enlarge the money market in a manner 
that the money market becomes 
responsive to Government control for 
purposes of planned production. These 
are the functions of any banking system. 
Now, I am not against nationalisation as 
such; I judge nationalisation on merits. 
Whenever the question of nationalisation 
arises people very naively equate 
nationalisation with socialism. That is an 
out-dated dogma. Nationalisation is not 
socialism. By nationalising this industry 
or that, industry you do not bring in 
socialism. This is the new modern 
thinking in the western world, in England, 
in West Germany. The Social Democratic 
Party of West Germany or the British 
Labour Party do not think that by 
nationalising any industry you are 
advancing socialism. They judge each 
case on merits, and the merits are whether 
it is in public interest or not. If it is in 
public interest, certainly it should be 
done. When we discuss the question of 
public interest, immediately      the     
question      arises 
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whether our banking system is performing the 
functions which I have just mentioned or not, 
that is, mobilising the savings, investing them 
for productive purposes and expanding the 
money market so that it becomes more 
responsive to Government control. 

First, let us take up this question of 
mobilisation of savings. Now it is argued both 
ways. If the private banks do not mobilise 
savings, then it is said, they are no good and 
the Government should take them over. If 
they mobilise more savings, then it is said that 
10 per cent, of the national income is in 
deposits and so they should be nationalised. 
Actually the figure is not 10 per cent, as my 
friend, Mr. Bhupesh Gupta, said. It is more 
than that, it is 13 per cent. Thirteen per cent, 
of the national income is in deposits. But that 
only shows the efficiency of the banking 
system, that the people have confidence in it. 
Nobody prevents anybody from going to the 
State Bank or the Post Office. This only 
shows that the people have confidence in the 
integrity, efficiency and the soundness of the 
Indian banking system. In 1955 the deposits in 
the State Bank were Rs. 205 crores which they 
increased in 1962 to Rs. 382 crores, that is, an 
increase of 86 per cent., whereas the deposits 
with the Scheduled Banks increased from Rs. 
823 crores in 1955 to Rs. 1,546 crores in 1962 
which is 88 per cent. People go to the private 
banks because they have got confidence in 
them. 

Then the next question is about the 
expansion of the banking system. If the banks 
do not expand, it is said that the Government 
should take control of the whole banking 
system and then only banking will expand. 
But it is not the case. Between 1955 and 1962 
the State Bank opened 554 new offices 
reaching a total of 997 while the other 
scheduled banks during this period opened 
1197 new offices reaching a total of 3614 
offices and this was done without any special 
privileges.    The State Bank enjoys so 

many special privileges. It has got the 
overwhelming support of the Government 
behind it. The scheduled banks have not got 
any such support but still the scheduled banks 
increased the number of their branches to a 
very large extent. The State Bank was given a 
subsidy for opening new branches of Rs. 81 
crores from the Development and Integration 
Fund, so that if the State Bank opens new 
branches the losses from them would be met 
from this amount of Rs. 81 crores. But still it is 
the private sector which has opened more 
branches than the State Bank even though the , 
private sector is not receiving any such 
subsidy. 

Then the question is often asked whether 
the banks are financing industries or not. If 
the banks are not financing industries it is said 
that they are all commercial banks and that is 
why they are not financing industries. If they 
are financing industries, it is said they give 
finance to the industries of their own direc-
tors. Here also the argument is put forward 
both ways. Actually in 1962, that is, last year, 
54 per cent, of the advances of the banks 
wei*e to industries and those industries are 
not their own industries. I shall come to this a 
little later, about the borrowing accounts. 
Only 29 per cent, of the advances were to 
trade and this 29 per cent, included foreign 
trade. They finance foreign trade also. And in 
financing foreign trade and internal trade the 
banks have to subject themselves to all the 
selective controls which the Reserve Bank 
exercises. I will come to this point also a little 
later. 

Then it is said that the banks are not 
financing long-term development . projects. 
Well, no bank can finance long-term 
development projects because after all the banks 
must have certain liquidity. They must find 
money immediately on demand or at short 
notice. These are all deposits only and naturally 
the banks cannot go on financing long-term 
industrial schemes or development schemes but 
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they do it through the Government of 
India because they subscribe to the loans 
of the Government of India and the 
Government of India finances all these 
big long-term industrial projects. In 1962 
the investments of scheduled banks in 
Government securities reached the peak 
of Rs. 711 crores. The other day, my 
friend, Mr. Raghunatha Reddy, was 
giving certain figures and I had to correct 
him. Investments in Government 
securities by the scheduled banks last 
year came to Rs. 711 crores. These are 
only the scheduled banks, not the 295 
banks t>hat operate. He knows very well 
that many banks are not scheduled banks 
but only a few are scheduled banks. I 
shall give the number of the scheduled 
banks later. 

The question arises about financing of 
agriculture and small-scale industries. 
Very often it is said that the banks do not 
finance agriculture because this is not a 
profitable business. But such advances are 
not commercial ventures. Even the 
Government of India knows it is difficult 
because the element of risk, the magnitude 
of risk involved is so much that the 
scheduled banks cannot undertake this 
business. This is the business of co-ope-
rative banks which are receiving large 
subsidies and large grants from the 
Reserve Bank of India but even the 
Reserve Bank also has found this difficult. 
Mr. H.V.R. Iengar said only last year that 
there are huge demands on the Reserve 
Bank from the co-operative banking 
institutions for loans and grants and the 
Reserve Bank cannot meet them. And the 
co-operative banks say that the Reserve 
Bank is very conservative, that the 
Reserve Bank is old-fashioned and that is 
why they are not giving loans to the co-
operative banks. That is what the co-
operative sector says. Mr. Iengar, former 
Governor of the Reserve Bank, has said 
that the Reserve Bank is resisting all the 
pressures of these co-operative banks and 
the Government of India are behind the 
Reserve Bank in resisting their pressures.   
So when the Reserve Bank 

finds it difficult, how can the scheduled 
banks, which are commercial banks and 
which take short-term deposits of the 
people, finance the agricultural sector or 
the small-scale industries sector? 

Then, Sir, let me go to the question of 
the controls exercised by the Reserve 
Bank over the banking system because 
the whole structure of the Indian banking 
system should be examined properly if 
we have to offer any comments on the 
Indian banking system. I will just 
mention what are those controls exer-
cised by the Reserve Bank: 

(1) All banks have to obtain a licence 
from the Reserve Bank to commence 
business or to open a new office. 

(2) There are restrictions about the 
paid-up capital of every banking 
institution and restrictions on banking 
institutions are being further tightened in 
the new Banking Companies 
(Amendment) Bill which is before the 
other House now. 

(3) The appointment of the Managing 
Director or the Chief Executive Officer 
of every bank and the fixation of his 
salary and amenities are subject to 
Reserve Bank's approval. 

(4) The Reserve Bank have powers to 
carry out changes in the management of 
any bank. 

(5) The Reserve Bank can appoint an 
observer to look into the day to day 
running of any bank and report on the 
same. 

(6) The Reserve Bank can send their 
officers to the Board of Directors' 
meeting of any bank. Such an officer can 
speak at the Board's meeting and also 
report on the meeting. 

(7) No person can be a Director of 
more than one bank at a time. 

(8) Unsecured loans to Directors or 
firms or companies of persons in which 
the Directors axe interested are 
prohibited, 
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(9) No bank can control a non- 

banking business. Thirty per cent, of 
its own capital and reserves or 30 per 
cent, of the shares of another concern, 
whichever is less, is the limit on a 
bank holding shares of another 
concern. 

(10) Banks have to keep a certain 
portion of their deposits as cash reserves 
with the Reserve Bank and a large 
amount in Government securities. A 
fixed portion of the profits must every 
year be taken to reserves. 

(11) The Reserve Bank issues from 
time to time strict directions to banks 
about credit control. Selective credit 
control is exercised in respect of the 
banks' transactions. The Reserve Bank 
can notify the bank saying that only for 
this purpose you can give loans. For this 
particular transaction you can give a loan. 
For this particular commodity you can 
give a loan. To this extent you can give a 
loan. The rate of interest can also be 
regulated. The Reserve Bank can also 
determine the margin. They can say that 
this margin must be maintained. So, 
where is the power with the bank to 
advance? It is completely controlled by 
selective credit controls. The Reserve 
Bank can exercise complete control over 
the advances in the banking system. 

(12) The Reserve Bank is already 
exercising these powers of credit control. 
It also regulates the ratio of reserves in 
respect of demand a ad time deposits. I 
cannot further explain that here because 
my time is short. 

(13) The new Banking Bill which is 
before the other House gives excep-
tionally wide powers to the Government 
to appoint directors, to remove directors, 
to appoint executives and the 
Government has reduced the voting 
power from 5 per cent, to 1 per cent, in 
the case of any shareholder. The other 
day when we were in a meeting, one 
Member said: "This is all nationalisation 
without compensation". The Reserve 
Bank already has these powers and the 
Reserve Bank 

and    the    Government    are    having 
further powers. 

(14) The bank has to close down, wind 
up, if the Reserve Bank so directs. If the 
affairs of any banking institution are not 
carried out in public interests, the 
Reserve Bank can order the winding up 
of the bank and the court has to follow 
that. I will just read out two sentences 
from the Judgment of the Supreme Court 
of India—of Mr. Justice Kapur and Mr. 
Justice Shah—on this matter of winding 
up:— 

"Under the Constitution the Courts 
are the custodians of the fundamental 
rights of citizens; but by this 
extraordinary piece of legislation these 
very custodians are made the 
instruments of the Reserve Bank for 
imposing an order which prima jacie is 
destructive of a guaranteed  
fundamental  freedom." 

Then, further they say:— 

"Normally, it is the function of the 
judicial power to investigate whether a 
banking company should continue to 
function or shouid be liquidated." 

Then, they further say:— 

"It would be a tragedy if by this and 
similar legislation citizens are to be 
convicted of offences, penalties are to 
be imposed upon them, their property 
sequestered, and their rights trampled 
upon without enquiry by the courts by 
the simple expedient of requiring the 
courts to lend their aid in imposing 
their authority and thereby creating a 
judicial facade to what is in truth 
exercise of purely executive authority." 

These are all extracts from the Judgment 
of the Supreme Court of India. 

SHRI SHEEL BHADRA YAJEE: The 
Zamindari Abolition Act was first held 
ultra vires. Later on they have corrected 
it. 
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SHRI SURESH J. DESAI: Only one last 

point and that is, my hon. friend, Shri 
Raghunatha Reddy, gave certain figures the 
other day about paid-up capital, deposits, etc. 
He has misunderstood the very nature of bank-
ing. Banking is not money-lending. In money-
lending if you have Rs. 100 you lend Rs. 100. 
In banking you have paid-up capital, on that 
basis you attract and mobilise savings as much 
as possible and then you lend them to other 
people, after keeping certain finance, certain 
funds for your day to day work. That is, the 
very nature of banking is different from 
money-lending. Secondly, he said that there 
are some big banks. He gave their number as 
five. Actually it is not five. There are nine 
banks with deposits over Rs. 50 crores. There 
are six banks with deposits from Rs. 25 to Rs. 
50 crores. There are another six banks with 
deposits from Rs. 10 to Rs. 25 crores. There 
are eleven banks with deposits of Rs. 10 
crores or less. These are the correct figures. 
Otherwise, it is jugglery with figures that 
anybody can do. Actually a few banks are all-
India banks. They have a large network of 
branches all over the country. The smaller 
banks are more or less local or provincial 
banks. Their deposits are naturally less. In the 
case of all-India banks, which are few, they 
have got larger deposits. We would like to 
have many more big banks but the 
development of banking is slow because our 
economic development is slow. 

With these remarks, I oppose the 
Resolution moved by Mr. Raghunatha Reddy. 

THE VICE-CHAIRMAN (SHRI M. 
GOVINDA REDDY):  Mr. Dave: 

SHRI BHUPESH GUPTA: This morning I 
referred to my Notice of Motion for Papers 
regarding the Tibbia College. Three students 
have been lathi-charged. 

THE VICE-CHAIRMAN (SHRI M. 
GOVINDA REDDY): YOU cannot raise anything 
now.    Mr. Dave, 

SHRI BHUPESH GUPTA: On Monday only 
we shall meet again. Three days are there. I 
must invite your attention and that of the 
House . . . 

THE VICE-CHAIRMAN (SHRI M. 
GOVINDA REDDY): Mr. Gupta, we are in the 
midst of business. This is not after the 
Question Hour, when if there is any point you 
can raise it immediately after. This is regular 
business and you cannot raise the point now. 

SHRI G. MURAHARI: The students have 
been lathi-charged and it will take three more 
days. 

THE VICE-CHAIRMAN (SHRI M. 
GOVINDA REDDY): Will you please resume 
your seat? 

SHRI ROHIT M. DAVE (Gujarat): Mr. 
Vice-Chairman. originally I had no intention 
of taking part in this debate for the simple 
reason that almost all the points that could be 
said for and against nationalisation of banks 
have been repeated almost ad nauseum in this 
House and in the other House and it is difficult 
to make any new point. I, therefore, thought it 
wise not to waste the time of the House, but 
when I heard the debate on this Resolution and 
the arguments put forward by some of those 
who are opposing this Resolution I thought it 
would be desirable to participate in the debate 
in order to clarify the position of those who 
believe that nationalisation of banking is in the 
interests of the country. Before going into the 
arguments, however, I would like to make it 
quite clear that I am not one of those who 
believe that, nationalisation is a panacea for 
everything, that whenever we have got some 
difficulties either chant the 'mantra' of co-
operation or the 'mantra' of nationalisation and 
everything will be all right. Such shortcuts to 
thinking are really responsible for the present 
state of our economy and it is desirable that 
we analyse every problem on its merits and 
take  a  decision thereon. 
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As far as the banking system is concerned, it 
has been argued that banks are controlled 
sufficiently by the Reserve Bank and therefore 
it is not necessary that the banking system 
should be nationalised. My friend, Mr. Suresh 
Desai, gave us a long list of controls to be 
exercised by the Reserve Bank under the 
banking system and from that he -tried to 
argue that nationalisation was not necessary. 
Sir, the very fact that such an impressive array 
of controls have to be exercised on the 
banking system goes to show that banks 
occupy a very peculiar place in our economic 
sector and in the sector of all the countries of 
the world, and therefore special treatment is 
necessary as far as the banks are concerned. 
The number of controls that are exercised by 
the Reserve Bank, though salutary, go only a 
small way in solving the big problem that we 
face as far as the banking system is concerned. 
The Reserve Bank can at the most direct the 
advances and loans of banks to a desired 
channel but cannot induce or compel the 
scheduled banks to give sufficient credit or 
money to industry, trade, agriculture or 
commerce in order to discharge the various 
functions that these sectors have to discharge 
in the economy. Sir, the very fact that only 13 
per cent, of the national income is with the 
banking system by way of deposits goes to 
show that our banking system has failed in its 
most elementary task of creating banking habit 
in the country. Our banks refuse to go to areas 
where initially it is not possible for them to 
make profits, and every time the argument is 
that banking institutions are not charitable 
institutions, that they are business 
organisations, and that their policies are 
directed solely by the consideration of profit. 
It is a well-known fact that as far as banks are 
concerned, the profitability of the banks and 
the desirability of mobilisation and 
channelisation of the savings of the 
community are at loggerheads. If we 
concentrate our attention  on  the  profitability  
of     banking 
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operations, it becomes impossible for a bank 
to discharge its duties as a mobiliser of 
savings and creator of capital. It is because of 
this that banks should be nationalised and the 
report of the Committee . . . 

SHRI C. D. PANDE: Like the State Bank of 
India. That is a nationalised bank. 

SHRI ROHIT M. DAVE: In that report the 
main point that was made was that the 
profitability of a bank goes directly against the 
principle of mobilisation and channelisation of 
the savings or resources of the community, 
and therefore it is desirable that as far as 
banks are concerned we should try to 
nationalise the apex banks wherein the real 
control over the credit system lies. My friend, 
Mr. Pande, reminds me that in this country 
also the State Bank is a public sector bank and 
the Reserve Bank is also in the public sector 
and to that extent the essential direction and 
control take place. But unfortunately the 
experience after the Second World War has 
clearly shown that the banking system as it 
has developed after the Second World War, in 
spite of being controlled by the Reserve Bank 
and in spite of the fact that the State Bank 
plays a very crucial role in our scheduled 
banks system has failed to discharge its 
function as creator of capital in the country. 

Sir, the ratio of deposits to advances today 
is such that it cannot be said that the banking 
system has discharged its functions. The 
mobilisation of resources would have been 
much better if profitability was not the sole 
criterion of determining the policies of the 
scheduled banks and if other criteria like the 
needs of the economy and the needs for 
mobilisation and channelisation of the 
resources were also kept in mind. Sir, even 
these limited functions which the scheduled 
banks in the private sector are performing 
today are not performed in the best interests 
even of that small private sector with which  
they  deal.    It  is  well known 
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interlocking of directorships as a result of 
which it is possible for some of the big houses 
to get easily the advances from the banks 
under conditions which are much more 
favourable than the conditions that are 
prescribed for other houses. If the private 
sector is really based on the principle of 
competition and if the rules of competition are 
to be such that they are just to all the 
competitors, these banks have failed to create 
conditions under which just competition can 
take place among the various industrial houses 
in the country, and that is the greatest possible 
condemnation of the operation of the banking 
system in our country, and it is because of this 
that there is such a heavy demand for 
nationalisation of banks, and a justifiable 
demand as far as I can see. 

Sir, I have got certain figures with me 
which show that the interlocking of 
dictatorships, I am sorry directorships, is 
rather heavy. 

SHRI C. D. PANDE: Dictatorship of the 
State. 

SHRI ROHIT M. DAVE: Dictatorship of 
these 188 directorships. That is why it again 
and again comes to my mind. 

SHRI C. D. PANDE: One is required for 
dictatorship but not 188. 

SHRI ROHIT M. DAVE: There are 188 
directors who are holding between themselves 
20 banks, and the directorships that these 188 
directors are holding aggregate to 1640 
according to one study. Even as far as the 
frequency distribution of directorships is 
concerned, it is found that 12.8 per cent, of 
them arc holding only one directorship while 
10.2 per cent, more than 20 directorships. It is 
such interlocking of directorships which is 
responsible for certain practices that are being 
followed by the banks which are not desirabie 
and which creates a very strong case for the 
nationalisation of banks. 

Sir, it has been argued that the 
problem of equitable compensation 
and the problem of the right type of 
managerial personnel required 
for nationalised banks should be taken into 
consideration before taking any decision on 
the nationalisation of banks. As far as the 
question of compensation is concerned, it is 
well known that compensation, and a large 
part thereof, would still constitute the savings 
of the community, and if the banking system 
has to operate the savings of the community, it 
should not be at all difficult to evolve a 
formula whereby this saving in the form of 
compensation that might be given to the 
shareholders of the banks could be regulated 
by the banking system as such and therefore 
equitable distribution could be provided. 
Secondly, as far as the managerial staff is 
concerned, again it is well known that the 
banking operations require a high degree of 
technical skill and these banks which are 
operating in the country today are not operated 
by the big financial houses as such and those 
who own the largest shares in these houses but 
by the managers and by other technicians who 
have got a fairly good skill, knowledge and 
experience as far as the banking system is 
concerned. I cannot imagine a situation in 
which a manager who is today working under 
a private house would refuse to work under 
the Government tomorrow if the banks are 
nationalised. Therefore, this question of dearth 
of efficient personnel also does not hold water. 

Finally, Sir, there is the question of private 
sector, and it is argued that as long as mixed 
economy exists and as long as private sector 
exists there should be a private sector in 
banking also. Again I see no reason why it 
should be so because after all we have 
nationalised a number of saving institutions. 
Life insurance is also a saving institution 
which has been nationalised. The private 
sector has. not suffered as a result of that. We 
have got provident fund which is also being 
worked under the public sector. 
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The private sector has not suffered as a result 
of that. We have got the Employees' State 
Insurance Scheme. It is also working under 
the public sector. As a result of that also, the 
private sector is not suffering. I see no reason 
why, if the banks are nationalised, the private 
sector should suffer in any way. 

Therefore, Sir, in the interests of the 
development of our economy and for meeting 
the needs of the economy which is growing at 
a very rapid rate, we will have to take a 
decision sooner than later to nationalise all the 
banks. 

SHRI N. M. ANWAR (Madras): Mr. Vice-
Chairman, I am happy that my good friend, 
Shri K. V. Raghunatha Reddy, has come 
forward with this Resolution that— 

"This House is of opinion that 
Government should take steps to 
nationalise all the commercial banks in the 
country." 

How I wish I could welcome that 
Resolution! In fact, that was my view some 
thirty years ago when I was specialising in 
Banking and International Trade while I was 
undergoing my Honours course. But it is 30 
years since then and naturally—I think my 
friends opposite will concede—I  have  
become  a  little wiser. 

SHRI SHEEL BHADRA YAJEE: You  are 
reactionary,  not wiser. 

SHRI N. M. ANWAR: Please listen and you 
will be wiser, too. We have had a very 
phenomenal growth of our national income in 
this country particularly since the advent of 
freedom, and I have figures with me right at 
hand which reveal what a tremendous 
progress we have made during the decennium 
1951 to 1961. The growth of our natipnal 
economy has been evidenced in respect of 
national income from Rs. 9,970 crores . . . 

SHRI M. N. GOVINDAN NAIR: About this 
phenomenal growth, will you enlighten us 
with figures? 

THE VICE-CHAIRMAN (SHRI M, 
GOVINDA REDDY): He will come to that. 

SHRI N. M. ANWAR: I wish you had as 
much patience too. 

The growth of the national economy has    
been    evidenced    in   respect   of national     
income     going     up     from Rs. 9,970 crores 
to Rs. 14,630 crores, a rise of 47 per cent, in 
respect of money supply    from    Rs.    1,850    
crores    to Rs. 3,053 crores, an increase of 65 
per cent.    In respect of national savings, there 
has been an increase from 4 to 6 per cent, during 
this decennium and in respect of currency in 
circulation, the increase     has  been  71  per 
cent., from   Rs.   1,286   crores   to   Rs.   2,202 
crores.   But what is to me most amazing is  that  
our bank   deposits   have increased   from   Rs.    
822    crores   to Rs. 1,921 crores, a record rise 
of 134 per cent.!    And all these bank deposits 
constitute a rise from 8 per cent, of the national 
income in 1951 to 13 per  cent,   of  the  national  
income  in 1961.   And I am very happy that 
these bank deposits constitute quite a good 
percentage    of    the    money    supply, which 
again has registered a rise from 44 per cent, to 
63 per cent, during this decade.   But what is 
really something which   is   most   encouraging   
is   the number of deposit accounts that have 
simply   multiplied   during   these   ten years.   
From 3-2 millions, it has shot up   during   these   
ten   years   to 6" 5 millions, that is to    say, it 
has   more than doubled itself during this period. 
When we have such an army of depositors, that 
is a tremendous tribute to the vitality of the 
private enterprise that we have in the sphere of 
banking.   After all, except for the Imperial 
Bank  which  also  later  on  had  been taken   
over  by  the   Government   and the   State   
Bank   of   India,   we   have been having in this 
country much of the  banking facility extended 
to the community by the private sector, by the   
scheduled   banks.    And   what   is the position 
with  regard  to the  role the scheduled   banks 
have   played in mobilising   the    savings  of  
the   community through bank deposits?    That 
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commentary on their efficiency, on their 
popularity and on their serviceability to the 
community. The scheduled banks have been 
able to mop up deposits from Rs. 823 crores 
to Rs. 1,546 crores, that is a rise of 86 per 
cent, during the recent decade. On the 
contrary, the State Bank of India with all the 
patronage that it is bound to receive from the 
Government with many of the subsidiaries 
which also have been integrated with the State 
Bank of India, could only a .tract Rs. 205 
crores some ten years ago. Of course, they 
have improved their position as well, equally 
well. 

SHRI C. D. PANDE: Now, it is Rs. 300 
crores. 

SHRI N. M. ANWAR: But even so, their 
increase is round about 80 per cent. It stops 
only at Rs. 382 crores of the savings of the 
community. I believe in the golden mean of 
Aristotle. I do not like the swing of the 
pendulum from one extreme to another, 
rushing towards nationalisation of all 
enterprises in the private sector. That, of 
course, is not our policy either. Under our 
Industrial Policy Resolution of the 
Government of India, we have committed our 
national economy to a mixed economy and 
equally so, by virtue of the same logic, we 
have extended the operation in the banking 
sphere to the public sector and the private 
sector. And in that way, thanks to the genius 
of our leadership, we have fostered forces of 
healthy competition between the two sectors, 
and as a result, during the several years which 
we have now under review, the scheduled 
banks have stolen a march over the State Bank 
of India in ever so many directions in 
attracting the savings of the community by the 
excellence of their services and the 
adaptability of their personnel in their 
dealings with their clientele. 

Well, this is the position, and this, after all, 
is a democracy where we have got to go by 
the confidence of the community.    And it is 
the sche- 

duled banks that have come to enjoy the 
confidence of several hundreds of thousands 
of depositors in this country, most of them 
depositors of small means, and when the 
people have chosen to keep their savings there 
where comes in the quesfion now of trying to 
use the big stick of authority to run down 
these scheduled banks? They are there not 
because of your sufferance; they are there 
because of the confidence that they are sharing 
with the community, and that is a point which, 
with ordinary prudence, we have got to 
appreciate and rightly appreciate. And I for 
one extend my heart-felt gratitude to the 
scheduled banks who have risen to this 
position by enterprise, by initiative and by 
efficiency and in trying to render service 
particularly in the field in which I am equally 
interested as many Members here are, that is, 
trade, commerce and industry. 

What is the position with regard to the 
capital funds of these banks? In the aggregate, 
these banks have got a capital fund running to 
the tune of Rs. 76-36 crores as reported from 
the statistics of 1961, and 20 per cent, of the 
declared profits of these scheduled banks, 
under the directive of the Reserve Bank, have 
got to be carried over to the Reserve Fund. I 
can imagine if there should be any grievance 
on behalf of the depositors. We did have the 
experience of a crisis in the banking industry 
only recently and thanks to the collective 
wisdom of Parliament, we have now placed on 
the Statute Book a very valuable piece of 
legislation and that is the Deposit Insurance 
Corporation Act. And what is the impact of 
that enactment? It has now provided safeguard 
up to 77:6 per cent, of the depositors that have 
their books of accounts with these scheduled 
banks. For any balance within Rs. 1,500, 
every depositor comes within the privilege of 
this insurance scheme and that too, in the 
private sector where the scheduled banks take 
enormous risks and therefore possibly make 
enormous fortunes too, and sometimes grave 
liabilities.    But we have at the same 
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time provided for safeguards against hazards. 
Naturally as a businessman I#know I have 
earned lakhs and lakhs of rupees and I have 
lost lakhs and lakhs of rupees, once. From my 
own experience I tell you this, Mr. Vice-
Chairman, that only he accumulates who 
speculates. When the scheduled banks 
undertake this venture and try to run the risk 
of extending their accommodation to ever so 
many industries, it is quite possible that 
sometimes there is a run on the bank. The 
fiduciary position of this or that banks comes 
into jeopardy. Against such risks of 
bankruptcy these small depositors have now 
been guaranteed immunity through the 
Deposit Insurance Corporation Act. I can 
imagine if the depositors raise a hue and cry 
against the conduct of the bank. On the 
contrary, statistics reveal that their number is 
on the rise. 

I had told you a little while ago, Mr. Vice-
Chairman, that the number of deposit 
accounts has risen phenomenally from 3.2 
million to 6.5 million which means it has 
doubled itself during these ten years. For 
whom are we now trying to bring in this 
legislation? Why should we project our 
ideology, our prejudices and our tremendous 
contempt that we have got for the private 
sector? 

SHRI C. D. PANDE: For those who have no 
accounts at all. 

SHRI N. M. ANWAR: I can well understand 
their difficulty in a democracy, in a political 
democracy, in an economic democracy. But 
when it is a question of efficient running and 
husbanding the resources of the banking 
community, let the have-nots keep their hands 
off. 

I tell you, Mr. Vice-Chairman, I do not 
plead for the private sector. I want that there 
should" be a public sector as well. We are 
committed to a policy of mixed economy—a 
private sector and a public sector—even in the 
realm of banking. There is the Reserve Bank 
of India Act. There is the   State  Bank  with  
ever  so  many 

subsidiaries. And with all that, still the 
measure of progress that they have achieved, 
commendable though that may be in a certain 
way, is not very creditable to them when you 
look to the advances that the scheduled banks 
have made by penetrating into the very 
interior of this vast country by their human 
relations with the trading community, by their 
competitive superiority. 

Mr. Vice-Chairman, as I told you.. 

(Time bell rings). I wish I could speak for 
twelve hours if you could favour me with 
time. 

THE VICE-CHAIRMAN (SHRI M. 
GOVINDA REDDY): You have just one minute 
more. 

SHRI N. M. ANWAR: But I know, Mr. 
Vice-Chairman, that deposits are liabilities of 
a bank. What is their function? They are 
providing the working capital for trade, 
industry and commerce, particularly in earn-
ing the most valuable and most needed 
foreign exchange for this country. It is there 
that the scheduled banks have come in to 
extend accommodation, possibly not only 
overdraft but even such other measures by 
which they alone could extend the help for the 
growth of our trade, our international trade. 
Some of the scheduled banks, which are still 
incorporated in the United Kingdom, have 
taken the lead. But I feel happy and proud and 
pleased that the scheduled banks of Indian 
origin have also come into this field and are 
now trying to absorb a considerable degree of 
our foreign exchange earnings. (Time bell 
rings). But what can I do with you,  Mr.  
Vice-Chairman? 

THE VICE-CHAIRMAN (SHRI M. 
GOVINDA REDDY) :     You can conclude. 

SHRI B. K. P. S1NHA (Bihar): Mr. Vice-
Chairman, the hon. Member met certain 
arguments which were not advanced. But he 
did not get time to meet the arguments that 
were advanced. 



 

SHRI N. M. ANWAR: I can speak for 
twelve hours to meet these arguments. 

SHRI LOKANATH MISRA (Orissa): 
The refit will be covered by Mr. Jai-
puria.   Do not mind. 

SHRI SITARAM JAIPURIA (Uttar 
Pradesh): Mr. Vice-Chairman, after 
hearing my good frined, Mr. Anwar, I 
certainly feel a little excited to speak on 
this important Resolution that has been 
brought forward by our friend, Mr. 
Raghunatha Reddy—one which merits 
great consideration because the whole 
point is that political ideologies should 
not influence our decisions in such 
matters. They are matters of economic 
consideration, matters on which the 
future industrial development of the 
country depends. Our political leaders 
have said times without number that we 
have achieved political freedom but what 
we need is freedom based on economics, 
that is, economic freedom. That is the 
most important necessity of the day. We 
have two systems of banking in our 
country, what we call the  mixed  
banking  system. 

The State Bank, which already has 
additional seven subsidiaries, has been 
functioning to a very great extent all over 
the country. In fact, they handle nearly 
one-third of the 'entire banking business in 
our country. There are other banks which 
are owned by thousands of shareholders. 
The directors are also hundreds. But they 
are all elected by the shareholders and 
also nominated by the Reserve Bank. 
Now, if we compare the working of these 
two institutions, the State Bank along with 
the private banks, I am sure such of us 
who have been advocating the cause of 
nationalisation will certainly realise as to 
how far the argument that they have 
placed before the House will be a correct 
presumption on their part. 

If we see the deposits of the State 
Bank, Mr. Vice-Chairman, we will 
realise that exclusive of the P.L* 480, 
which is a Government fund, the 
State Bank during the years 1965-62 
have been able to increase their 
deposits nearly by 69' per cent. As 
against that the private banks have 
been able to have nearly 86 per cent. 
of increase in their deposits. Then 
let us not forget that the State Bank 
gets all the necessary facilities from 
the Government. It has been a well- 
known fact and, I hope, an open 
secret that confidential instructions 
have been given to autonomous corpo 
rations and semi-Government institu 
tions that their deposit accounts 
should be with the State Bank. The 
very fact      that      during       the 
earlier part of this year the State Bank 
had to increase their deposit rates, Mr. 
Vice-Chairman, is a sad commentary on 
the public sector character of it. And 
mind you, Sir, that is after the 
Government credit is behind it. And, 
therefore, we have got to consider as to 
what is in the best interests of the 
country. 

The public today has an option of 
going to the private banks or the 
Government bank. In fact, the private 
banks ahve been able to have more 
deposits with a better confidence than the 
State Bank which is directly, more or 
less, owned by the Government of India. 
The number of deposit accounts, as has 
been said by the previous speaker also, 
were 32 lakhs in 1951. As against that 
they stand at 65 lakhs now. 

Coming to the question of branches 
also, Mr. Vice-Chairman, you will 
observe that the State Bank has opened 
only 554 branches during the years 1955-
62 as against the private banks having 
been able to open 1,198. Over and above 
this, the State Bank gets a subsidy also 
for opening new branches. It is a well-
known fact that opening new branches 
means a certain amount of loss for a 
certain period. The scheduled banks and 
private banks are not given this facility.    
During the period 1957-61, the 
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State Bank has received nearly Rs. 81 lakhs 
as subsidy from the Development and 
Integration Fund. 

Now, coming to the question of ad 
vances, Mr. Vice-Chairman, you will 
observe that there has been a definite 
change in the trend of advances. They 
have now been mostly confined to 
industrial advances rather than to 
trade and commercial advances which 
many friends call speculative ad 
vances. The Reserve Bank has the 
fullest power to regulate as to what 
percentage of advances should be 
made against which particular commo 
dity, and thus they are able to con 
trol the market to a very much 
greater extent. While in 1951 the 
advance to industry was 34 per cent, 
it has increased to 54 per cent, in 
1961. As against 53 per cent, to com 
merce in 1951, the advance has been 
reduced to 34 per cent, in 1961. 
Now the study which was made by 
the Reserve Bank and was published 
in the "Trend and progress of Banking 
in India" will show that there has 
been no concentration of advances in 
the hands of a few persons. It has 
been proclaimed from many quarters 
and particularly by those to my right, 
otherwise called Leftists, that the 
concentration has been in the hands 
of a very few. Now a study was made 
in regard to 40 banks which were 
inspected by the Reserve Bank 
and      it did show       that 
while in 1953 there were Rs. 21 crores which 
were advanced to a few indus-Iries, in 1961 
they were increased to Rs. 31 crores but we 
cannot forget that this amount of Rs. 21 crores 
worked out to only 3-1 per cent, of the total 
advances as the advances at that time were Rs. 
556 crores. In 1961 however the percentage 
was reduced to 2'3 because the total advances 
were Rs. 1364 crores. We have got to keep in 
mind always the economic growth in the 
country and it is the Dercentage that will give 
an idea, not the exact figure. 

SHRI CHANDRA SHEKHAR: What about  
advances  to the agriculturists? 

SHRI SITARAM JAIPURIA: SO far as 
advances to the agriculturists are concerned, I 
will come to that later on, Mr. Chandra 
Shekhar I am sure you will be convinced that 
there hai been a very good case for the private 
sector and also the State Bank in that matter. 
In fact there was a study made of 33 banks as 
to how much advance had been made to 
directors, their relations, their associates, etc. 
and there also it will be observed that the total 
advance was only to the tune of Rs. 6 crores 
during 1953 which in 1961 was increased to 
Rs. 9 crores but when you work out the 
percentage, it comes to 1-1 per cent, of the 
total advances in 1953 and to 07 per cent, in 
1961. 

SHRI N. M. ANWAR: That is a point we 
will have to over-emphasise very much 
because there is a misapprehension that some 
directors monopolised it. 

SHRI SITARAM JAIPURIA: I am sorry, 
you are taking up my time. The question is 
this that after all we have to consider that the 
borrower of money, that person, is more 
important than the one who lends. I remember 
what an earlier Finance Minister, Dr. C. D. 
Deshmukh, once said that no man is rich 
enough not to borrow, no man poor enough 
not to lend. We should keep in our mind that 
the person who borrows gives a definite 
security and a promise of fair return to the 
banks. Only that person gets a loan and no 
one else. The banks have always to invest a 
lot of amounts in Government Securities and 
you will be interested to know that more than 
one-third of the resources of the total banks, 
that is about Rs. 700 crores have already been 
invested in the Government Securities. I am at 
a loss to undertand what further resources this 
nationalisation will bring to the Government 
to have at their disposal. 

One point that was raised by quite a 
number of Members was that there is 
concentration only in 4 or 5 banks. My friend 
Shri Suresh Desai tried to meet this point by 
saying that it is  of    an    all-India    character.    
Uh- 
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makes a difference. The budget of the 
Bombay Corporation is very much more than 
the total budget of even a State. That does not 
necessarily mean that because these banks 
have been doing the major amount of 
business, because they have an all-India 
character, they have hundreds of branches, 
they are efficient, the people have confidence 
in them, that they have been giving service, 
they have been going from door to door to the 
people canvassing for accounts, that is no 
reason why they should be punished or why 
they should be penalised in this manner. The 
Directors of these companies have also been 
charged for taking advances in their names. I 
would do no better than quote what our 
worthy Finance Minister Shri T. T. 
Krishnamachari had said.   He said: 

"The available figures as at the end of 
1962 indicate for example that advnces to 
directors or officers of the banks and to 
firms or companies in which the directors 
are interested were of the order of 13 per 
cent, for the first four major scheduled 
banks in the private sector as against 27 per 
cent, for the State Bank of India." 

H«re also the position amply reflects the part 
played by the private banks in not only 
expanding the economic condition of our 
industries, making them more healthy, but by 
seeing that they grow to meet the potentia-
lities of our plan. In fact, nationalisation will 
mean nothing else but disappearance of 
initiative, efficiency and service. We 
nationalised the L.I.C. I am a new Member, 
not very old, but I can tell you from whatever 
debates that I have heard in this House about 
the L.I.C. that there is not one Member who 
has been able to say that the L.I.C. has done a 
wonderful job, a fine job or has a record, shall 
I say, of an unblemished character or 
something of which we 

can all be proud. If we want to repeat the same 
folly that we committed, if we want to 
nationalise the banks and give an opportunity 
to every section of the House to discuss and 
criticise the banks, well, we can please 
ourselves and nothing more than that. There 
are already a number of restrictions that one 
person cannot be a director in more than one 
bank. There are many other provisions which 
were pointed out here by Members earlier. 
The Reserve Bank has already the right of 
changing the management. They have the right 
to send officers to the Board meetings to look 
into the proceedings and ask for copies and all 
the reports. In fact no bank can have control or 
even an interest in a non-banking business. 
Therefore it is a fallacious argument which 
was made here that the Scheduled Banks have 
control over many industries and things like 
that. Under the Banking Companies' Act no 
banking company can ever interest itself in 
any enterprise which is of a non-banking 
nature. The shareholders of the bank are lakhs 
and millions and as it was said earlier, the 
compensation would work out to Rs. 100 
crores. The Act as it stands now is stringent 
enough and is already causing a lot of 
difficulty in the working of the private banks. 
Recently, the Banking Companies' Bill has 
been introduced which will come to this 
House for discussion but may I say that we 
should look at these matters more in an 
objective manner rather than in a subjective 
manner? The question of profit was mentioned 
by Mr. Vajpayee this morning where he 
showed that there will be hardly any amount 
left for the Government to take over. If you 
look at the figures of 2880 crores, we find that 
Rs. 14-45 crores go for taxation. Rs. 359 
crores for reserves, Rs. 3-26 crores for bonus 
to the workers and Rs. 4-61 as dividends. If 
interest has to be paid to the persons who had 
the share capital —the share capital means 
reserves also which are accumulated profits of 
the shareholders by their capital—I am  quite  
s«re  that  the Government 



2467 Nationalising [ 6 DEC.   1963 ]       Commercial   Banks       246$} 
will find that ultimately it will be a great loss 
to them rather than any gain. Amalgamate 
small banks, make them more active, strong 
and efficient. 

SHRI SHEEL BHADRA YAJEE: May I 
say   .   .   . 

THE VICE-CHAIRMAN (SHRI M. 
GOVINDA REDDY ):     Your time is over 

SHRI SIT ARAM JAIPURIA: In fact even 
after nationalisation, bonus will have to be 
paid to the workers, the workers will have to 
be paid their due wages and if mere consi-
derations of social justice prevail, the position 
will become difficult. 

SHRI SHEEL BHADRA YAJEE: You are a 
capitalist. 

SHRI SIT ARAM JAIPURIA: Whether I am 
a capitalist, you a Communist or a 
Congressman, the fact remains as it is. The 
question is that in any institution worth the 
name, if social consideration is the only 
consideration, I am afraid we cannot run the 
country-. If the Fertilizer Corporation has to 
distribute its fertilisers to the growers free of 
charge, that is a part of social consideration. 
Let cement be given to everybody for making 
houses and also iron and steel. Is that the way 
of social consideration? The whole question 
is, every institution will always like to see that 
the capital is saved and a fair return is 
obtained. My hon. friend, Shri Chandra 
Shekhar, raised the point about agricultural 
credit. I may tell him that co-operative banks 
have been established for that purpose. 

SHRI C. D. PANDE: Thsy are bogus. 

SHRI SITARAM JAIPURIA: I don't know 
if they are bogus, but you and Yajeeji were 
always advocating for them. That has been 
your entire demand always. But the whole 
point, Mr. Vice-Chairman, is that in the last 
two decades   .   .   . 

AN HON. MEMBER: He is with you. (Time 
bell rings.) 

SHRI SITARAM JAIPURIA: Mr. Vice-
Chairman, I cannot help. My time is being 
taken up by interruptions. 

THE VICE-CHAIRMAN (SHRI M. 
GOVINDA REDDY) : You please wind up. 

SHRI SITARAM JAIPURIA: The whole 
point is, since the last two decades, the 
Reserve Bank has been already doing a lot for 
agriculture*. Even so, Mr. Vice-Chairman, the 
Chairman of the Reserve Bank has said, and 
said it rightly, that the whole matter has got to 
be looked at from the security of the money 
and the return that the bank will get. With that 
background, Mr. Vice-Chairman, I do agree 
that agriculture should be given all help, 
because if agriculture is not based on a strong 
footing, then we will find ourselves in a very 
bad situation. 

Mr. Vice-Chairman, the condition of our 
banking today is this. The existing legislation 
and the one that is going to be put through are 
stringent enough and they are nothing short of 
nationalisation. Nationalisation will only 
bring added misery to it and what has already 
been done has brought enough miseries and, 
therefore, I oppose this Resolution. Thank 
you. 

SHRI C. D. PANDE: Mr. Vice-Chairman, 
before I make the few remarks that I have on 
the Resolution itself, I would like to reply to 
the point raised bv Shri Dave when he said 
that banks are governed by the profit motive, 
that they look to the profits resulting from 
their expansion in the cou^/try, and that is why 
our banks do not go to the rural areas. I would 
like to point out that the State Bank was 
authorised by this Parliament and by the 
Government, to extend its business in; 
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of 600 branches was fixed about seven years 
back, and a sum of Rs. 80 crores was also 
sanctioned. Even then they could not go to 
such rural areas as Mr. Dave has referred to. 
There are banks today which are not getting a 
subsidy of Rs. 80 crores spread over seven 
years, willing to go to rural areas, but the 
Reserve Bank will not allow them to have 
more than a particular number of branches. In 
Nainital—to give my experience—I asked the 
State Bank to open a few branches at 
Kashipur, Haldwani and so on, and they were 
kind enough, at my instance, to do so. The 
other banks were also willing to open their 
branches there, but the Reserve Brank said, 
"No. You cannot expand." The State Bank is 
subsidised to open more branches. Even then 
the State Bank has found it difficult to fulfil 
the target. In this Parliament repeatedly 
questions are put as to how many branches had 
been opened and year after year figures are 
given by the Minister of the progress made, 
and I am glad, perhaps, the target is more or 
less achieved now. Therefore, it is not an easy 
thing to go to the rural areas unless subsidy is 
given to the particular institution concerned, 
whether it be in the State sector or in the 
private sector. They have to go into the 
economics of it. After all, business is not a 
charitable purpose, as was said by an hon. 
Member here. It must have economic 
calculations. Even the State Bank cannot 
afford to waste money in such areas where 
banking is not likely to prosper. Therefore, it 
is a fallacy to say that banks are not going to 
the rural areas because they are actuated by the 
profit motive. That is not so and my hon. 
friend should disabuse his mind of this view. 

Coming now to my point, I would like to 
say that I am not one of those who are 
dogmatic about this sector or that sector, 
about the philosophy of right and left. I 
believe that the entire question  should be 
based    on 

one principle and that is the principle of the 
good of the country, the good of the people. If 
a thing is for the good of the people, I am for 
it. What I say is, that ideologies should not 
dominate over practical realities. Whenever 
any matter comes up, the question is raised: 
Why don't you nationalise this industry or that 
industry? That is asked without caring what 
will be the impact of it on production, on the 
production of wealth itself. If you do not 
produce wealth, you cannot distribute 
anything. Mere nationalisation of one industry 
or one financial institution does not mean 
socialism. I will suggest a via media. You can 
achieve your socialistic objectives without 
nationalisation of banks. 

SHRI CHANDRA SHEKHAR: Does 
production of wealth mean socialism? 

THE VICE-CHAIRMAN (SHRI M. 
GOVINDA REDDY): You go on, Mr. Pande. 

SHRI C. D. -PANDE: You have got the State 
Bank and the Reserve Bank. The State Bank 
and the Reserve Bank control funds to the 
extent of 33 per cent. The State Bank has got 
almost 1,000 branches and there is no law at 
present to prevent the hon. Minister from 
opening more State Bank branches in the 
country. Why can't you have more branches of 
the State Bank and squeeze out the private 
banks by your efficiency, your courtesy, 
accommodation, shown to the customers and 
clients? I belong to Nairn Tal and I am free to 
go to the State Bank, to the Naini Tal Bank or 
to the Allahabad Bank. But I go to the Naini 
Tal Bank which is a smaller bank, where I get 
courtesy, consideration, efficient handling of 
business and also accommodation. Do not be 
prejudiced by names like Birlas, Tatas, 
Dalmias and Goenkas— names that are used 
by our communist friends just to arouse the 
prejudice in the minds of the people and there-
by create  the bogey that everything 
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is going away to big business. There are 329 
banks, but there are not 329 empires. There 
may be only, some 10 or 12 such concerns. 
You take away privileges from them. But you 
cannot deny the privileges to the ordinary 
shopkeepers in Connaught Place or Naini Tal 
or Haldwani or Lucknow. You put the 
question to a smaller businessman—and that 
will be the test—and tell him: You have got 
per-fact freedom to go to the State Hank or to 
any of the private bank for ycur banking 
business. Banking is not merely depositing. It 
means also borrowing and borrowing is more 
difficult than depositing. Every bank is willing 
to get deposits, but when it comes to giving 
loans, then the real question comes how far 
you are trying to do good to the public, how 
far you extend courtesy, how far you give 
enough accommodation to your clients. I tell 
you there are about 65 lakh depositors and all 
these 65 lakh depositors are not empire-
builders. There will be at least 20 lakhs of 
people who go to banks for borrowing 
purposes for carrying on their activities of 
trade and commerce. I will be surprised if 
even 10 per cent of them will go to the State 
Bank. There is nothing wrong with State 
Bank. The State Bank is a very secure bank. 
As far as security of the bank is concerned, I 
think no bank is more secure than the State 
Bank. And yet their dealings are such that they 
do not attract people, because the moment a 
thing comes to the bureaucracy, unfortunately, 
the bureaucracy makes it unacceptable, and 
makes it a little repulsive to the people. Mr. 
Vice-Chairman, when you were speaking, you 
said that it is unfortunate that in this country 
we do not have that standard of efficiency 
among our business men, our bankers, and 
even as citizens, and you were    .    .    . 

AN. HON. MEMBER:   And as legislators 
also. 

SHRI C. D. PANDE:  Yes, legislators also.      
I    was    remarking    that    the 

moment a thing falls into the hands of the 
bureaucracy, it becomes unserviceable to the 
public, and that is the only thing that stands in 
the way of expansion of the State Bank. 
Otherwise, even today I would request the 
Finance Minister to launch on a programme of 
opening 2,000 more branches. We have no 
objection. In fact, we will insist on opening 
more branches to serve the people as much as 
possible. You don't have to nationalise the 
banks. Is there any law to say that the State 
Bank should not expand? Is there any law that 
the States should have their own banks? The 
co-operative banks were referred to and when 
Shri Jaipuria was referring to them, I 
remarked that they are bogus. I still maintain 
that it is so, because they are not efficient. The 
people have a suspicion and doubt about their 
efficacy and a feeling that they are not 
handling things properly. Otherwise, after all, 
the people are poor, why should they be 
against the Government banks? That is 
because the Government cannot run them 
efficiently. I will give you one example. The 
State Trading Corporation is the biggest unit 
doing business. 

AN. HON. MEMBER:   The    Government 
does not think that it is efficient. 

SHRI C. D. PANDE: The State Trading 
Corporation is handling the biggest unit of 
business in the country. Tlie State Trading 
Corporation is handling the biggest trading 
enterprise in the country and no business 
house, however big, can produce business out-
turn to the extent of Rs. 170 crores a year. Few 
business houses can carry on business to the 
extent of Rs. i70. crores. And what has been 
the profit? Taking it at the percentage of 10 per 
cent which is supposed to be the basic rate 
according to the Income-tax Department, the 
profits should have been at least Rs. 17 crores. 
But last year we were Told that the profits 
came to Rs. 1.5 crores. They earned this profit 
of one and half crores of rupees and that too 
be- 



2473 Nationalising [ RAJYA SABHA]      Commercial   Banks     247 
[Shri C. D. Pande.] 

cause they had a monopoly of certain items of 
trade and a commission of Rs. 5 pep ton on 
cement, five rupees per ton on coal, five 
rupees per ton on mineral ores. 

[THE   VICE-CHAIRMAN    (S(HKI   AKBAR ALI 
KHAN)  in the Chair] 

These are other benefits derived from the State 
Trading Corporation. I would have been very 
happy if the State Trading Corporation had 
made at least twenty crores of rupees and to 
that extent had lightened the burden of the 
taxpayer. You are not running efficiently and 
you are not making any profit. If it were a pri-
vate organisation, it would have given 
something by way of taxes to the country. The 
private banks are giving a sum of fourteen 
crores of rupees per year as tax and if you 
were to run all the banks I would be surprised 
if you could make this sum which is paid as 
tax by these people. Of course, these people 
must be making something more, about 
twentyeight crores of rupees to give you 
fourteen crores of rupees. Can you guarantee 
that if you nationalise the banks tomorrow, 
you will be able to give thirty crores of rupees 
worth of profit to this country? 

SHRI    SHEEL    BHADRA    YAJEE: 
More than that. 

SHRI C. D. PANDE: I doubt. I have shown 
you the example of the State Trading 
Corporation and I shall be glad if you could 
make such a profit. There are big business 
houses but there are lakhs and more of 
smaller people. Have pity on those people. 
You visualise what will happen to these 
people if you nationalise the banks. 

SHRI SHEEL BHADRA YAJEE: They 
shall be nationalised. 

SHRI C. D. PANDE: According to you but I 
hope they will not be and 

you will not be able to do that, and if the 
banks are nationalised you will not be in this 
Parliament. 

SHRI SHEEL BHADRA YAJEE:     I shall be 
here   .   .   .    (Interruption.) 

SHRI C.  D.  PANDE:     The     whole 
question of nationalisation lies on its 
practicability, its giving the results. If it gives 
good results, we would welcome it but   I think 
you should not prejudice the issue by quoting a 
few big names and thereby speaking as if you  
are the  champions  of the poor people.   Out of 
the sixtyfive lakhs of depositors,    there    may 
be at    least twenty lakhs of people who are do-
ing business, most of them are, small people.   
You cannot always be thinking of    Tatas, 
Birlas, Goenkas, Kha-taus, etc.     Why should 
you have any prejudice or grudge against the 
small businessman   who  is   making  ten  or 
twelve thousand rupees a year? Could he get 
the same terms in the hands of the   State     
Bank  of  India  as he gets from the   Punjab 
National Bank or the United Commercial 
Bank?      I myself have got experience  and am 
speaking    from my own    experience. Don't 
judge from the working of the branch upstairs 
here.   It is meant for Members of Parliament.   
We go there and it takes just a second to cash 
one cheque but if you go to a branch of State   
Bank, say the   Chandni Chowk Branch, you 
will know what it is to cash a cheque.    I 
myself have the experience of being pushed 
from pillar to the post.   I had to go there once. 
I got the token and sent my servant the  next  
day to  collect  the  amount. This is the 
condition and this is how we  are  handling 
public     institutions and you should see this 
condition and base your thesis thereon.   Don't 
go "By what people like Mr. Bhupesh Gupta 
say because he is interested in discrediting 
these institutions and by saying that this is bad, 
and so on   .   .   . 

SHRI    SITARAM   JAIPURIA:     Mr. 
Vice-Chairman,  please   see  that  this. 
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'House is not turned into a debating .society, 
one Member 0f the Congress Jarty supporting 
this proposition and ■another opposing it. 

SHRI SHEEL BHADRA YAJEE: He is also 
interrupting, Sir. 

THE VICE-CHAIRMAN (SHRI AKBAR ALI 
KHAN) : I shall see to it that he does not 
interrupt. 

SHRI C. D. PANDE:    I shall drown all    
interruptions.    I    say    that    Mr. Bhupesh  
Gupta  criticises  and that is nothing unusual. 
His aim is to discredit the democratic system. 
He says that in a democratic system the   Tatas 
are prosperous, the   Birlas are prosperous. He 
has got no grudge against the Tatas or  the 
Birlas but his  aim is  to discredit    the 
democratic    system itself. The moment we fall 
into his trap imperceptibly we are not going to 
help the  democratic    institutions.   Go     to the 
sixtyfive lakhs of people who deposit  and  ask 
them,  take a  referendum and if they prefer    
nationalisation,   I    would    be    convinced    
that nationalisation   is   the   only   way   and 
then nationalise the institutions.    You may not 
have any stability for five or ten years,  
afterwards    perhaps there may be, but during 
this period, there will be nobody to finance 
small trade. You may earn big profits and to 
that extent you will be satisfied but you will  be 
harming    numerous    smaller people in the 
private sector.   As far as correctives to be 
applied to these banks  are  concerned,  you will    
find that the Bills that Government would be 
bringing forward—if they are passed—would 
be as good as nationalising the banks.   The 
Banks would be abso. lutely at the mercy of the    
Reserve Bank and the Reserve Bank would be 
the supreme lord of all banking activities and 
there would be no breathing space left to these 
people.   Why then do you want to go in for 
nationalisation?    As    regards    concentration    
of power, let me tell you that concentration in 
every sense is bad.   We dislike  concentration  
in  any  way.     No ■middleclass man, no 
democrat would 

like this to happen. We are all not multi-
millionaires. I want that the people in the 
middle class and the slightly higher class 
should prosper. I do not like that you should 
run down the whole system. In the name of 
attacking concentration of power you are 
attacking a system. Concentration of power in 
any form is bad and concentration of power 
and economic power in the hands of the State 
is much worse. Do you want to make the 
officers who are in the Company Law 
Department to become Czars of this country, 
as powerful as all the businessmen put 
together? Do you want the concentration of 
power legal power, in the hands of the State 
functionaries about whose honesty there are 
many doubts cast by the people? I do not, 
however, mean any single individual or 
functionary but the type of functionaries in 
this country. For everything they do they are 
criticised in this House. Excepting two items, 
namely, the Hindustan Machine Tools and the 
Hindustan Antibiotics, point out to me one 
instance where we have achieved good results. 

SHRI A. M. TARIQ (Jammu and Kashmir):    
Air-India International. 

BHRI C. D. PANDE: That is presided over 
by Mr. Tata. 

SHRI A. M. TARIQ: Whatever it is, it is 
there. 

SHRI C. D. PANDE: That is presided over 
by a gentleman from the private sector. 

SHRI LOKANATH MISRA: Mr. Tariq has 
another, the B.B.C. 

SHRI A. M. TARIQ:    No, no. 

SHRI C. D. PANDE; There are a hundred 
instances where money is being wasted. 
Nothing would gladden me more than to hear 
about the success of the public sector but alas 
it is not so. Therefore, we should, not be in a 
hurry in regard to these things. 



2477 Nationalising [ RAJYA  SABHA ]      Commercial   Banks     247S 
 

[Shri C. D. Pande] This afternoon we 
heard a very good lecture of Mr. Anthony 
Greenwood who said, "We by experience 
. . . .— "We" meaning England—"have 
decided not to do many things at one time. 
"Their programme is only nationalisation 
of Railways, canals, waterways and lands 
for building houses and coal and steel. 
Even that Socialist party which is a more 
vigorous forum than ours has not men-
tioned banking in connection with the 
question of nationalisation. We in this 
country, in our enthusiasm to bring 
socialism, are attempting too many things 
at one and the same time. I think we 
should not disturb all things at once. Time 
should take its own course. If the State 
Bank increases its orbit of action, it can 
squeeze out, push out, other banks and if 
this can be done,   I shall be happy. 
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"The    bank    employees    under the 
banner  of   All India    Bank    Em-
ployees Association have been  de-
manding nationalisation of banking 
industry as   it has been felt   that 
continuance of this industry in the hands 
of private sector will frustrate  our 
planned  economy.   If  the Banks 
continue in private sector, it is but natural 
that one or the other group  of 
industrialists    will  dominate them and 
that group will take extra advantage out 
of it.   Almost all the big  industrialists    
are now having their own banks.   Public 
in general keep their deposits in those 
banks and a big portion of such deposits 
is utilised by these capitalists for   their    
own   purposes.   This   has always  
operated against the public interest.   It is 
but natural that an industry runs with only 
1.9 per cen* of its working lund as the 
capital 
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paid    by the    shareholders    cannot 
avoid    the    risk    of    being    mis-
managed      as     the     shareholders, 
and   more   so   the   few   Directors 
representing    them,   have    nothing 
much    to    stake in   the    business. 
Under the   circumstance   the tendency    
has  been    to become    irresponsible 
and selfish.   This will be borne out by 
the fact that even after the year    1949,  
when following    a number of bank 
failures the Banking Companies Act 
came into existence, th'jre were Bank 
failures and only    in the    recent    
period,    two banks, viz., the Palai 
Central Bank and Luxmi Bank went into 
liquidation due to fraudulent activities 
by their Directors.   The recent findings 
of Vivian Bose Commission on the 
administration of Dalmia Jain Com-
panies have revealed that in all its 
activities,  which were anti-national and    
anti-social, one or the    other bank was    
involved.    Same    is the case in 
relation to Mundhra deals. Whether in 
respect of spurious scrips or   violation 
of   Exchange   Control Regulations, 
one or the other bank was involved.   If 
similar enquiries are    conducted into 
the affairs    of other  industrial  houses,  
revelations will be no less startling.  In 
the interest of millions of bank 
depositors, and for the greater   interest 
of the country, its economy, its    
development and defence, a time has 
come when  the  nationalisation   of 
banks has become imperative." 

"Before we conclude, we wish to 
allay one apprehension that is some-

times raised by interested quarters that 
in the event of nationalisation, 
efficiency is likely to suffer. Banks are 
managed and run by its officers, clerks 
and subordinates—employees who are 
today serving private capi- 

tal with profit motive a.s its sole con-
cern. Employees in nationalised banks 
will have the proud privilege to serve 
the nation to work for the progress of 
the country and hence the employees 
will never fail to come forward to 
discharge whatever responsibilities will 
be entrusted to them." 
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"The bank employees under the 
banner of All India Bank Employees 
Association have been demanding 
nationalisation of banking industry as it 
has been felt that continuance of this 
industry in the hands of private sector 
will frustrate our planned economy. If 
the Banks continue in private sector, it 
is but natural that one or the other 
group of industrialists will dominate 
them and that group will take extra 
advantage out of it. Almost all the big 
industrialists are now having their own 
banks. Public in general keep their 
deposits in those banks and a big 
portion of such deposits is utilised by 
these capitalists for their own purposes. 
This has always operated against the 
public interest. It is but natural that an 
industry runs with only 

1.9 per cent, of its working fund aa the 
capital paid by the shareholders cannot 
avoid the risk of being mismanaged as 
the shareholders, and more so the few 
directors representing them, have 
nothing much to stake in the business. 
Tinder the circumstances the tendency 
has been to become irresponsible and 
selfish. This will be borne out by the 
fact that even after the year 1949, when 
following a number of bank failures the 
Banking Companies Act came into 
existence, there were Bank failures and 
only in the recent period, two banks, 
viz., the Palai Central Bank and Luxmi 
Bank went into liquidation due to 
fraudulent activities by their Directors. 
The recent findings of Vivian Bose 
Commission ton the administration of 
Dalmia-Jain Companies have revealed 
that in all its activities, which were 
anti-national and anti-social, one or the 
other bank was involved. Same is the 
case in relation to Mun-dhra deals. 
Whether in respect of spurious scrips or 
viclation of Exchange Control 
Regulations, one or the other bank was 
involved. If similar enquiries are 
conducted into the affairs of other 
industrial houses, revelations will be no 
less startling. In the interest of millions 
of bank depositors, and for the greater 
interest of the country, its economy, its 
development and defence, a time has 
come when the nationalisation of banks 
has become imperative." 

 

"Before we conclude, we wish to allay 
one apprehension that is sometimes 
raised by interested quarters that in the 
event of nationalisation, efficiency is 
likely to suffer. Banks are managed and 
run by its officers, clerks and 
subordinates—employees who are today 
serving private capi- 
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tal with profit motive as its sole 
concern. Employees in nationalised 
banks will have the proud privilege to 
serve the nation to work for the 
progress of the country and hence the 
employees will never fail to Come 
forward to discharge whatever 
responsibilities will be entrusted to 
them." 
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"Number of the Rich Dwindles.— 

Contrary to the popular belief that TJch 
were becoming richer, their number in 
India was in fact dwindling fast as can be 
seen from the wealth-tax statistics 
published from time to time by the 
Central Board of Revenue, leading 
industrial sources in Calcutta said on 
November 8. 

The top class of assessees having net 
wealth over Rs. 50 lakhs has dropped 
from 105 in 1960-61 to 91 in 1961-62. 
An interesting point was also revealed 
in the said report—the number of 
assessees in the lower slab has 
considerably increased. For instance, 
assessees in the slab 2 to 3 lakhs were 
8,416 during the assessment year 1960-
61 which has gone up to 9,588 in 1961-
82. 

Similarly in the slab 3 to 4 lakhs the 
figure has gone up to 5,116 in 1961-62 
in place of 4,614 in 1960-61. The 
break-down figure of top classes of 
assessees shows an all round decline. 
In 75-100 lakhs group th,9 number of 
assessees has come down 

from 24 to 17, while the numerical 
strength of above 1 wore assessees is 
reduced to 28 from 82 during th« 
period." 
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SHRI M. N. GOVTNDAN NAIR: Mr. 

Vice-Chainnan, I was also one of those 
who thought that we would only hear the 
discussion that is taking place here 
instead of participating in it, but 
unfortunately some 'of the speeches 
especially coming from the side of the 
ruling party were so provocative that I 
thought that I should speak a few words. 

Sir, whenever a motion is moved from 
this side, there is a stale argument from 
some of the hon. Members on the other 
side that these people are moving these 
things on the basis of an ideology, that 
they have got dogmatic views, and that in 
place and out of place they come forward 
with the idea of nationalisation. But, Sir, 
this motion should be viewed from the 
point of view of whether the needs of the 
hour demand the Government to take the 
necessary steps to nationalise this 
industry or not. I believe that there will 
be no difference 
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of opinion among any section of the people 
that today after making an appraisal of the 
developments during the last decade or more 
every one has come to the conclusion that in 
this country concentration of wealth is taking 
place in a big way and monopolies are 
growing. It is not only the view of those who 
hold a leftist view but it is the view of even 
the most conservative economists and even 
the ruling party, whether they unanimously 
accept democracy and socialism or not. From 
the discussions which we were able to follow 
at Jaipur we came to this conclusion that 
everybody was agreed that monopoly has 
grown enormously in this country. In the 
context of the growth of our economy I 
believe every one will agree that this is a 
dangerous trend which must be curbed. 

Sir, I was closely following the arguments 
put forward by my friends who opposed this 
motion. I do not want to quote facts and 
figures because it was abundantly done both 
by the Mover of the resolution and my friend 
and comrade, Mr. Bhupesh Gupta. So I do not 
want to go into those things. But did any of 
the speakers who opposed this motion con-
tradict the facts which have been so well 
placed before this House? 

SHRI N. SRI RAMA REDDY (Mysore):   
What  is your inference? 

SHRI M. N. GOVINDAN NAIR: I am 
coming to that. If you agree with these facts 
and if you agree that this growth of 
concentration of wealth in the hands of a few 
is a dangerous trend, then you have to face the 
question whether the nationalisation of banks 
will be an effective curb on the growth of 
monopoly capital or not. That is the problem. 
I believe that none °* the arguments put for-
ward by those friends who opposed it 
contradicted this fact. 

Now, Sir, what were the arguments put 
forward by some of our friends? 

Well, I was rather shocked to hear the learned 
advocate, the hon. Shri Pathak, saying that 
there might even be constitutional difficulties 
in the way of nationalisation of banks. We 
had nationalised the life insurance business, 
we had nationalised the Imperial Bank, and 
the Constitution did not stand in the way. And 
a* such, I do not understand why the 
Constitution should stand in the way in the 
matter of nationalisation of the banks. And if 
the House feels that this is a step which is 
urgently needed in the interests of the 
country— we are discussing about so many 
amendments to the Constitution—why cannot 
we move another amendment to the 
Constitution to get out of the difficulty? So, in 
the first place, I do not agree that there is any 
constitutional difficulty. 

SHRI SHEEL BHADRA YAJEE: There is 
no constitutional difficulty. 

SHRI M. N. GOVINDAN NAIR: Secondly, 
even if there is any constitutional difficulty, if 
the needs of the situation are t'o be met, we 
have to amend it, we should not hesitate to do  
it. 

Then, another argument has been rather 
effectively put forward by some hon. 
Members, especially by my hon. friend, Shri 
Pande, and I have to say a few words. 

THE DEPUTY MINISTER IN THI 
MINISTRY OF FINANCE (SHRIMATI 
TARKESHWARI SINHA): IS he the cause of the 
radiant    smile, Mr. Pande? 

SHRI C. D. PANDE: Anything you say is 
complimentary. 

SHRI M. N. GOVINDAN NAIR: Now, he 
utilises this opportunity to give vent to his 
feelings against the entire public sector. That 
is what it has come to. I do not deny that there 
is inefficiency in the management of many of 
these public sector undertakings. I also agree 
that the stand-dard of management must 
improve i» 
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a big way. All that I agree, but the way in 
which he was dealing with the public sector, 
to hear it from the Deputy Leader of a party 
which has already accepted the socialist 
pattern of  society   as  its   perspective    .    .    
. 

SHRI LOKANATH MISRA: But lie wants 
to stop the infiltration of the Communists into 
the Congress. 

SHRI M. N. GOVINDAN NAIR: I am 
coming to that. 

SHRI CHANDRA SHEKHAR: And also 
moving  towards Shri Misra. 

SHRI M. N. GOVINDAN NAIR: They are 
very heatedly discussing that the socialist 
pattern of society should be their perspective, 
that is their way of thinking. And this attack 
on the entire public sector coming from one of 
the leaders of the Congress Party has given me 
the clue that those people who have no faith 
in the public sector, those people who speaK 
about socialism, those who speak about the 
common man, in their heart of hearts are 100 
per cent, with the private sector.   
(Interruptions.) 

SHRI SHEEL BHADRA YAJEE; NO, no. 

SHRI M. N. GOVINDAN NAIR: And when 
such people handle the problems of 
nationalisation, naturally it will lead to 
failures. It is not only one Shri Pande, it is not 
only one Shri Anwar. Not only among 
Members of Parliament but look at these 
bureaucrats who are put in charge of the 
public sector undertakings. 

SHRI C. D. PANDE: Do you want to give 
more work to those bureaucrats whom you 
dislike? 

SHRI M. N. GOVINDAN NAIR: I will 
come to that. If you choose people who have 
n'o faith in the public sector, if you recruit 
members from your Government Secretariat to 
run these industries, those who have 

only dealt with people and not witk anything 
else, if such people are put in charge of these 
things, then failures will happen. But that is 
n'o reason why certain private concerns 
should not be taken under the public sector. 
You have to find ways and means by which 
these public sector undertakings are properly 
run. 

Now, in his over-enthusiasm for the attack 
on the public sector, he came out against the 
State Trading Corporation, blaming them that 
they did not make enough profits. It is true 
that they did not make enough profits. It may 
also be true that it is not properly run. But at 
the same time, there is another factor also. 
When the jute prices were going down and 
hundreds and thousands of jute producers 
were in difficulties, the State Trading 
Corporation came to their rescue and bought it 
at a higher price-So, the State Trading 
Corporation, since it is in the public sector, 
has sometimes to intervene s'o that certain 
sectors of our economy may not collapse. And 
in such a case, they may not make any profit, 
instead they may have to suffer a loss. So, the 
criterion 'of a public concern should not be on 
the basis of only one question— how much 
profit it makes. And he says that he wants a 
guarantee. I can give him more than Rs. 30 
crores by one single item. Now, many times in 
this House the question of under-invoicing 
and overinvoicing was discussed and you 
know the huge amount involved. Recently, 
some industrial association which makes a 
study of the subject has come to the 
conclusion that the yearly loss due to 
underinvoicing and 'overinvoicing la Rs. 100 
crores from 1947. If the banks were under 
your control, you could guarantee this at least. 

I think my friend, Shri Kureel, spoke about 
one particular bank. In the recent 
underinvoicing case in which an amount of 
Rs. 1J crores was involved, the Grindlays 
Bank was involved. Were not some banks 
involved in the Mundhra affair?    So, it is 
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not only a question of how much m'oney you 
make by way of interest or profit by the direct 
banking business. One of the biggest savings 
of bur nation, if all these banks are nationa-
lised, will be that much of the loss to the 
nation due to this under-invoicing and 
overinvoicing can be overcame. 

SHRI LOKANATH MISRA: In the 
Mundhra affair, the LIC was also involved. 
Why accuse the private sector banks alone? 

SHRI M. N. GOVINDAN NAIR: I can 
understand your feeling. I know. 
(Interruptions.) When we are dealing with 
banks and with nationalisation of banks, I do 
not want to go into other extraneous matters. 

THE      VICE-CHAIRMAN (SHRI 
AKBAR ALI KHAN):  Your time is up. One 
minute more. 

SHRI M. N. GOVINDAN NAIR: You will 
kindly give me the time taken by hon. friends. 
These foreign banks, more than Rs. 230 crores 
is the deposit that they received. And what is 
their investment here? Nothing. And a lot of 
under-invoicing and over-invoicing is carried 
on through these banks. So if all these foreign 
banks are nationalised, for which there is no 
justification to continue, I do not understand 
why the apprehensions of my friend, Mr. 
Pande, cannot be •et aside because it is not 
only Rs. 20 crores or Rs. 30 crores, you will 
save an amount which is much more than that. 

Then my friend, Mr. Anwar, he was very 
eloquent about the increase in the number of 
depositors, etc. He wanted to give credit to the 
bankers for their ability and all that. I do not 
agree with that proposition. I know of a bank 
which had a large number of depositors. If 
people rush to these banks, it only shows that 
they are in need of banking facilities. Even  
when  secure  banking  facilities  , 

are not there, they will naturally  go where   
they   can get   some   facility. The Palai 
Central Bank was    one 0' those banks which 
had a huge number of depositors.   And    just    
before its liquidation, if vote was taken,  I  am 
sure a vast majority of shareholders would not 
have voted for it.   Some of the directors who 
were immediately promoted to directorship, 
even they did not know in what condition this 
bank was.   So the criterion which my friend, 
Mr. Anwar, wanted to use and another hon. 
Member, I think it was Mr. Pande, als'o wanted 
that criterion to be used, that is a wrong 
criterion. The fact of the matter    is that in a 
given condition there is need for expanded 
banking    facilities    for    the nation and that 
should be    provided. That can be done by the 
State taking the responsibility.   If you     want 
to curb the growth of the monopoly interest in 
this country, if you are against the    
concentration    of    capital,    this 
nationalisation of banks has become a» 
immediate and important matter.   By doing 
this you will not become a socialist State or a 
Communist    State because countries like    the    
U.A.R., Burma, Indonesia, all these countries 
have  nationalised  their banks.    And for that 
reason the private enterprise there does not 
suffer.   So    all    this fear that private 
enterprise will suffer is wrong.   The only thing 
is that they Will not be able to    take undue ad-
vantage of the situation.    (Time Bel! rings.)    
I maintain that even with the help of public 
banks the private enterprise can also prosper.   
So if you want a planned economy in this 
country, you have to take to nationalisation of 
banks. 

SHRI N. SRI RAMA REDDY: Mr. Vice-
Chairman, Sir, I have heard the speech made 
by my hon. friend, Mr. Govindan Nair, 
carefully and also the speeches made by some 
of the friends who wanted nationalisation of 
banks to take place almost immediately. Sir, 
after hearing them I have broadly analysed the 
position. Their viewpoint is: It is the need of 
the hour 
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that private banks should be nationalised 
immediately. The second point is that the 
dangerous trend, the increase of monopoly 
capital should be arrested immediately. These 
are the two points on which the hon. Members 
who spoke for nationalisation based their 
arguments. 

Sir, the hon. Members, in support of their 
contention, quoted certain figures. Of course, 
the figures are all right; nobody can question 
them. Only their inferences were wrong 
according to me. Anyway, if I could show 
that the need of the hour is not to nationalise, 
if I could also show that the dangerous 
monopolistic tendency of increase of this 
monopoly capital is not taking place, and if I 
could also show from the figures that the in-
ference that they have drawn is wrong, I think 
I will have done my business. 

Now, Sir, first of all, I would like to bring 
to the notice of this honourable House the 
opinion of our illustrious Finance Minister 
who, I think, during the last Session when the 
same Resolution came up for discussion had 
said . . . 

THE VICE-CHAIRMAN (SHRI AKBAR ALI 
KHAN) : Which one, the present one or the 
previous one? 

SHRI N. SRI RAMA REDDY: Not the 
present one. Well, I am not ^ble to say exactly 
which one. But I have got the quotation here 
on the same subject: — 

"Recently replying to the debate on a 
Congress member's resolution calling for 
the nationalisation; of commercial banks, 
Finance Minister Krishnamachari asserted 
that 'there was no need for nationalising the 
banking industry since the direct or 
immediate gain to the Government in the 
form of additional income after the 
payment of compensation, could not be 
very great.'" 

This is a very authoritative and very recently 
made statement from a very able and merited 
Finance Minister, Mr. Krishnamachari. This 
must speak for itself whether he felt that the 
need has come for nationalisation or not. Of 
course, nationalisation may take its own 
course which nobody can predict at the 
present moment In any case, the need of the 
hour is that nationalisation should not be 
taken recourse to. 

Also in the course of a discussion on the 
Third Five Year Plan the honourable Mr. 
Nanda, who was then the Minister of 
Planning, has passed these remarks. I would 
like to read them for the benefit of this House. 
He says : 

"About the nationalisation of the 
banking industry, it was not simply 
the physical control or ownership 
that was required. In view of the 
predominant importance of financial 
control, it was necessary to see h'ow 
the credit institutions functioned. 
From that angle the importance 
that was attached to banking was 
there. It could not be ignored. 
But it was not the question of Gov 
ernment 'owning the banks ________ " 

■ 

This is a very pertinent sentence—"it was not 
the question of Government owning the 
banks." He has definitely said "no" to this 
nationalisation business. 

He goes on to say: — 

"The point was whether it was possible 
to control the banking system effectively. 
There was the State Bank with a large 
number of branches. So even in the banking 
sector the public sector had a considerable 
place. Then the powers of the Reserve Bank 
were there. But it was not that nothing more 
was to be done. It might have to be 
considered.   More had to be done 
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in order that the community had full control 
of the financing institutions in the sense 
that it could direct the productive resources 
properly and could avoid any abuses, 
misuse or exploitation that were occurring." 

That is all that he refers to. So it is not in the 
mind of the planners that nationalisation is a 
great desideratum at the present moment. 

SHRI M. N. GOVINDAN NA1R: When he 
speaks about  planners . . . 

TOT VICE-CHAIRMAN (SHRI AKBAR ALI 
KHAN) :  Let him go on. 

SHRI M. N. GOVINDAN NAIR: The 
Chairman of the Economic Panel . . . 

THE VICE-CHAIRMAN (SHRI AKBAK ALI 
KHAN): Are you yielding, Mr. Sri Rama 
Reddy* 

SHRI N. SRI RAMA REDDY: Yes, I am 
yielding. 

THE VICE-CHAIRMAN (SHRI AKBAR ALI 
KHAN) : If you yield, then please sit down. 

SHRI N. SRI RAMA REDDY: No. I am not 
yielding. 

. THE VICE-CHAIRMAN (SHRI AKBAR ALI 
KHAN) :  He is not yielding. 

SHRI N. SRI RAMA REDDY: Sir . . . 

SHRI M. N. GOVINDAN NAIR: What is 
the opinion of Prof. Gadgil who was the 
Chairman of the Economic Panel set up by 
the Planning Commission? 

SHRI N. SRI RAMA REDDY: I am quoting 
the people in authority and the people who 
matter very much so far afi the Government is 
concerned. 

SHRI CHANDRA SHEKHAR: If you take 
the society into consideration, Mr. Birla and 
Mr. Tata are concerned   . . . 

SHRI N. SRI RAMA REDDY: The problem 
has to be considered very dispassionately, 
nonetheless scientifically. Emotion does not 
matter. If ideologies are taken into considera-
tion, ever so many things have to be done. 
Probably tomorrow if the entire country is 
handed over to Mr. Govindan Nair or Mr. 
Bhupesh Gupta, they will be too happy but 
just it cann'ot be done. There is such a thing as 
the country or the people, there is such a thing 
as democracy in our country. 

SHRI SHEEL BHADRA YAJEE: Why 
should it be given to Mr. Gupta? 

SHRI N. SRI RAMA REDDY: I have given 
a patient hearing to Members and I expect 
them to give a patient hearing. Of course if my 
arguments are wrong, if I have not got the 
same capacity as the other side, you cannot 
blame me but I would like to put forth my 
views in the matter. What is the essential func-
tion of a bank? It has to mobilise the national 
resources for the purpose of industry, 
commerce, trade, etc., so that the economic 
growth of the country may be helped, may be 
accelerated. That is the function of the banks. 
Apart from this, the banking system has no 
other thing to perform in this country. Let us 
examine the private banking system in this 
country from the viewpoint of econ'omic acti-
vity they have undertaken in the-country, from 
the viewpoint of social signifiance, political 
justification and psychological urges and what 
c'ontrols have been effectively put by the 
authorities, by the Government, on the 
functioning of these private banks. Let us 
examine under these heads. Let us see whether 
each one of them is justified on its merits or 
not justified.   If they are not justified, I am 
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prepared to say, let us go ahead. Now the 
number of banks—Scheduled Banks—in 
this country is 67 Indian, out of which 
the public sector banks are 9 and private 
sector banks are 58. There are 14 foreign 
banks functioning. In all there are 4,644 
offices out of which the public sector 
offices are 1,522 or 32-7 per cent, 
whereas the private sector has 3,122 
•fflces or 67-8 per cent. 

Let us see the deposit position. The 
erux of the problem is how far they have 
been able to mobilise the country's 
resources by way of deposits, by way of 
savings banks, or by way of current 
accounts, etc. These are the various ways 
in which the banks attract the country'3 
resources. Now by the end of 1962 the 
total deposits in banks were Rs. 2,038' 9 
crores out of which the public sector held 
Rs. 710 crores, that is 34-8 per cent. The 
private sector banks held the remaining 
Rs. 1,328-9 crores which worked out to 
67 • 2 per cent, of the entire deposits. The 
point may be raised that the deposits are 
not quite safe. Ttie instances of the Palai 
Bank and the Luxmi Bank were quoted 
here. Certainly there will be failures. 
Human nature being what it is, failures 
will certainly be there but because there 
has been a solitary failure, we cannot 
condemn the entire system. They have 
grown entirely from out of the soil, with 
roots in the soil, some of them have 
grown but if on account of extraneous 
circumstances or bad management, 
anything has gone wrong, that should not 
give us cause to condemn outright the 
entire system. After all we swear by 
democratic socialism. If the people's 
institutions are killed, what else will re-
main 'of democracy? Certainly it la our 
duty to guide them properly— that is 
what Mr. Gulzarilal Nanda was saying. 
Of these private banks, there are five 
called the big banks—the Punjab 
National Bank, the Central Bank of India, 
the Bank of India, the Bank of Baroda 
and the United Commercial Bank. These, 
between themselves, hold Its.  780 crorea 
of depo- 

sits, about 38-3 per cent. Bight medium 
banks hold Rs. 380 crtoras ox 18-9 per 
cent. Thus the deposits of public sector 
and of these banks puc together come to 
92 per cent, at the entire deposits and 
these are held by very safe banks or what 
has been going on in history and in the 
country as safe banks. The deposits of the 
people are never jeopardised and are 
never risky. There is no doubt 
whatsoever in the mind of anyone of us, 
in the mind of the Government or of the 
public. They have complete confidence in 
the public sector banks as well as in these 
five banks and they hold among 
themselves 92 per cent, of the deposits. 
So the question of security of the deposit 
is there. There is absolutely no doubt 
about it. This 92 per cent, of the deposit 
is quite safe. Let us compare how, with 
regard to the rising deposits, the public 
sector banks have been faring as against 
the private banks. It is very important. 
The rate of increase of deposits was this. 
In 1962 the deposits in the five big banks 
rose by IS per cent., in the medium banks 
by 18 per cent, and U» the public sector 
banks by 7 per cent What I mean is, if the 
public sector banks have been able to 
increase their deposits only by 7 per cent, 
as against 13 per cent, increase of 
deposits Jn these five big banks, what 
does it show? If the people have got faith 
in a particular direction, who are we to 
interfere with them? Let them gTOW that 
way but certainly I am one with them and 
I would go to any extent, the whole hog 
with the Members who supported the 
Resolution in saying that proper controls, 
proper supervision, proper guidance, 
proper direction must be given by a 
Central Bank like the Reserve Bank of 
India. That is exactly the purpose for 
which the Reserve Bank has been made a 
public sector bank. It is now completely a 
public sector bank. Any number of 
circulars are pouring forth everyday from 
the Reserve Bank of India Jn order to see 
that the functions of the private sector 
banks go on properly and well. If there 
was any failure here and there, if as my 
friend says, 
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over-invoicing or under-invoicing and 
there were losses, it only shows the 
ineffective way the Reserve Bank has 
functioned. The fault lies somewhere else. 
We must particularly point out that it is 
the failure of the Reserve Bank of India 
that has been responsible for whatever 
lapses that we have been able to /notice in 
the banking system of the 

country.   Shall I continue on the next 
day? 

THE VICE-CHAIRMAN (SHRI AKBAB 
ALI KHAN): The House stands adjourned 
till 11 A.M. on Monday. 

The House then adjourned at 
five of the clock till eleven of 
the clock on Monday, tb» »th 
December 1963. 
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