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Government is not even making a
statement on this issue.

Surt 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,

Surt CHANDRA SHEKHAR: But
the strike is going on there for the last
18 days, the factories have been closed
and workers are suffering, cane-grow-
ers 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.

Surr A. B, VAJPAYEE (Cttar
Pradesh): Sir, when we give notices
for half-an-hour discussions, who 1s to
decide whether g particular discussion
is to take place or not? It is for the
Chair to decide it.

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

Surt A. B, VAJPAYEE: It
that decisions are left to the
will of Ministers.

seems
sweet

Mr. CHAIRMAN: It is decided by
the Chairman in consultation with
the Government., The Chairman asks
from the Government what their posi-
tion 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.

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

MRr. CHAIRMAN: The rule provides
for three days. Government can take
three days.

Surt A. B, VAJPAYEE: In that
general discussion on the food situation
that particular matter is not likely to
come.
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MR. CHAIRMAN: That particular
matter you can raise and it will be dis-
cussed.

Surr 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:
can’t,

I am afraid I

RESOLUTION RE. NATIONALISING
COMMERCIAL BANKS—
Continued

Mr. CHAIRMAN: We now take up
further discussion on the Resolution
regarding nationalisation ef commer-
cial banks. Shri Sheel Bhadra Yajee
was speaking last time. He has already
spoken for 12 minutes. He can speak
for 3 minutes today.

= siawg asht (fagre) © wra
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[+ wfrawg arir]
oY 3% § IT dH1 § QT HYAT €947
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T § AR gl Afqal wr fade
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9% fad @qq s @ § AR T@g
FAT F TR AR A AT AT qGT
T I EFT F99 7L |

Surt BHUPESH GUPTA (West
Bengal): Mr. Chairman, Sir, we are
discussing today a very important
subject ang we are glad that by and
large there is a great measure of na-
tional 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 hag to-

day come that we act in this matter

because the demand for the nationa-
lisation of bankg has become a truly
national gemand, 1 need not mention
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that in the Great campaign that we
carried out in the country and sub-
mitted  Petition to Parliament sign-
ed by over a crore of mpeople this
particular demand was given consi-
derable importance ang prominence.
Quite apart from that, recently, as
you know, on Sunday before last the
Utkal Pradesh Congress Party adopt-
ed a resolution asking for, among
other things the nationalisation of
banks. I am sure that expressed the
sentiments of g large number of Con-
gressmen @at different levels of that
Party. I am not talking about the
supporters of the Congress Party
most of whom stand for the nationa-
lisation of private banks in our coun-
try. In connection with the resolu-
tion of the Utkal Pradesh Congress
Committee 1 congratulate them be-
cause this shows the sense of urgency
on the pant of the leaders of the
Utkal Congress which all the more
underlines and emphasises the im-
portance and urgency of the task that
we are discussing here.

Nationalising

Ag far as the bank employees are
concerned, all of them are in favour
of nationalisation of private banks.
The matter was discussed in the other
House in March, August and Septem-
ber and already in this speech, the
Finance Minister, Mr. T. T. Krishna-
machari, has made it clear that he has
no ideological objection to it. I wel-
come that approach. But he said that
this was not the time to nationalise
banks. His problem was one of a
practical mnature. To be exact, he
said.:

“For the time being we are not
in a position to accept the sug-
gestions.”

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-
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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 prin-
ciple we are all agreed that the pri-
vate “anks should be nationalised.
The qu-stion only is when and how.
It is there that we have some dis-
agreement with the Government. I
think the time is ripe for nationalisa-
tion 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. T say the
sooner it is done the better. And
everyone will agree that if the prin-
ciple is good, then it is better to im-
plement it here anq now, when we
are in great difficulty in matters of
finance.

Our reappraisal of the Second and
Thirg Five Year Plans would lead me
to the conclusion of securing better
and more effective control on our
economic life, on our resources and
on the varioug aspects of our plann-
ing. Hence from evey angle the ir-
resistible conclusion arises that na-
tionalisation 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 at that time
were cast that it woulg 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 na-
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tlonalisation 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 thig very important
question because it is a constant re-
minder 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
73 are gcheduled 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 here that these deposits are
equivalent to 10 per cent. of the na-
tional 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 re-
sources are more than really the
annual domestic savings of the coun-
try 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
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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 absolu-
tely in the hands of the nation to be
so used that they really promote well-
being of the people and the recon-
struction of our country. That itself
would be a major consideration for
n:atnonawhsmg 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 1India, the United
Commercial Bank, the Punjab Na-
tional Bank the Bank op Baroda and
so on. These are well known. These
five major banks between them, ac-
count for Rs. 820 crores of the total
deposits, in short 55 per cent, of all
the deposits of the banks. These five
bankg 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 domi-
nate 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 bank-
ing, these five banks, tycoons, Here
is an example of the concentration of
economic power. We are searching
for economic power, concentraiion of
it. Well, we gee 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 ruing of
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many small and medium banks in
the country, That should also be re-
membered, as alwayg nappeng with
the growth of monopoly in the eco-
nomy 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
same period the deposits held by a
lesser number of banks—that is 350-—
went up to 1238 croreg of rupees com-
pared to Rs. 539 crores in 1949 when
we haq in the field 584 banks. There-
fore you see the process, On {he one
hand g large number ¢f banks are
getting weeded out due to competi-
tion, monopolistic operations and con-
centration 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 s:aaller ele-
ments within that secter itself and
that is a sign of concenliration, Every-
where concentration takes place In
this manner, If yvou look at the Board
of Directors of the five big banks .

Surr K. SANTHANAM (Madrasi:
Is this reduction mostls not due to
the merger advocated by the Reserve
Banks?

Syrr BHUPESH GUPTA: It is right
Mr. Santhanam All that I am saying
ig it is true that some may have
gt;rue 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 busi-
ness houses in the country such as the

L
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Tatas, Birlas, Sahu-Jain, Goenka,
Mafatlal, Warchang Hirachand, ete. I
hgve 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 present in the
Boarg of Directors of twv 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 euncugh, now
the Indian Princes too have come into
the picture and they are well-known

people—Baroda, Gwalior and the
Scindias, They are distributed in
these Boards of Directors. They are
also very wealthy people, powerful

people. Therefore the iuter-linking
is taking place in that direction also.

You can well understang where the
money is going. If such is the com-

position, 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 con-
nected 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
gmall 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.

1 give another example. There are
188 directors of the 20 leading banks.
This is the Reserve Bank study. The
188 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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people have spread their tentacles
far and wide, 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-Bose Com-
mission gave some examples of how
the banks in their control are used
to help not only the concentration of
wealth but al] kinds of malpractices
including downmright 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 of 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. Therefore, the
concentration is self-evident in this
matbter. It does mot 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 are being handled and
used for building up the banking
empire, the financial empire of these
houses, to give mutual accommodation
in order to circumwvent the laws and
so on, to promote malpractices, to
evade taxes, fo camry 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, for 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 crores
from the banks in which they are
interested or with which they are
connected. The actual figure would
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done. Take, for instance, the United
Commercial Bank. It advances loans
to companies in which—shal] we say—
the directors of the Punjab National
Bank, are interested and vice wversa.
That is to say, the Punjab National
Bank, by mutual arrangement will
advance loans to the companies in
which the directors of the TUnited
Commercial Bank iare interested, so
that they do not come under the mis-
chief 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 lavgely for speculative
purposes and not for productive pur-
poses and this should be borne in
mind, If you look at the adwvances
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  48.78
crores. In 1983 it hag gone up to
Rs. 136.14 crores. That is the position.
Such a big jump has taken place, and
much of this money goes in for spe-
culation. Mr. Chairman, I need not
give very many ewxamples. 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 econo-
mic concentration of power go that
the wvital resources of the country, of
the order of Rs, 1,400 crores, not in-
cluding 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 industrieg 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 crores would also be
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available. T am not asking you to
attach much importance to the ques-
tion of profits, but then it ig there
and it is not a small amount and if
you do that, then it will be difficult
for the monopolists to get the bank-
ing 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 ang so on. Therefore,
I say, from every angle and from
every single point of view, nationalisa-
tion in this respect is essential. Mr.
Chairman, Isaythat 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 g few families in the
country, and they being able to con-
wrol our industrial ang 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,

Nationalising

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 ang that will
be for the good of everyone of us
which will bring benefit to the country
as a whole. ,

Pror. A. R. WADIA (Nominated):
Mr. Chairman, I am not surprised that
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my hon. friend, Shri Raghunatha
Reddy, has brought forward this
Resolution about the nationalisation
of commercial banks, The idea of
nationalisation is extremaly fashion-
able. 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. Unfor-
tunately, the main motive for this
move for natwonalisation 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.

Surr SHEELL. BHADRA
(Bihar): Question.

YAJEE

Pror, 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
fing that the wealthiest country in
the world is America, and next 1o
it are England and West Germany.
Ang there the main motive is not
nationalisation but the encourage-
ment of individual private enterprise
and industry. That ig the position.
Now, it seems to me that if we com-
pare 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 hag meant losg of efficiency,
intense corruption and low profits in
the public sector to a decimal point.

surr P. N. SAPRU (Uttar Pradesh):
What about the private sector? Is
there initiative in the private sector?
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Pror. A, R. WADIA: If the hon.
Member has to say anything against
the private sector, he is welcome to
say it. But the fact remaing that the
private sector will not be changed by
what my hon. frieng says about the
private sector. In the private sector
we have to distinguish between good
people and bad people. I am not say-
ing here that all the private owmers
and capitalists are good people. They
may be knaves, some of them are, We
know that

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

Pror. A, R, WADIA: So I am not
standing for each and every individual
capitalist or industrialist, We  have
to pick ang choose and it is for the
Government to do that. The Govern-
ment 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 opinion©
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 educa-
tional facilities, in medical facilities,
in food but the experience of England
goes to show, and America too, that
this result is best achieved by equit-
able even though a very high taxation
of the private individuals, the capi-
talists. In fact, there are none so0
blind who having eyes would not see
and none so deaf a5 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
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nationalising countries. Why is this
done? What is the experience of
England? We know that in England
the Labour Party once upon a time
Wag very keen on nationalising every-
thing but they burnt their fingers very
badly ang 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 industiialists and getting
more income for the Government and
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 con-
cerns in India? ‘Of course, it is a very
common idea that all the high pro-
fits will come to the Government but
it ig forgotten that the cost of running
these banks by the Government will
be ever so much more than in the
case of individual bankers. (Interrup-

tion), Certain, the private sector
will lose the facilities that it now
enjoys of having credit, Modern

commerce ig so complicatec that even
a multi-millionnaire cannot carry on
business without some credit. Every-
one has got an overdraft facility and
this they might lose on nationalisation
ang 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 mot a case of nationalisa-
tion 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 ang the
jnvecting public have been more or
loss safeguarded by bringing into
existence the Reserve Bank of India,
and I think thig is a very wise pro-
position. We all know that banking
is mvich <afer today than it was ten or
twenty years ago and we are grate-
ful to the Government for all the
powers that they have given to the



2407 Nationalising

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

Now, there is one important aspect
which seemg to be completely for-
gotten 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 compen-
sating the private -capitalists and
therefore, if the banks have to be
nationalised, compensation will have
to be paid. How much will it come
t0? 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 ig this that in ftrying to
nationalise in great haste we shal] be
committing the usual fallacy of killing
the hen that lays the golden egg.

Surt G. S. PATHAK (Uttar Pra-
desh): 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 neces-
sary today to nationalise commercial
banks in the whole of India. I am
not in favour of adopting any doctri-
naire or dogmatic approach. Conditiong
must exist which should justify or
require nationalisation of any parti-
cular 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 pri-
vate industry and unless you finel
that the time has arriveq for
nationalisation of the private industry,
it will be an error, a logical error, 1o
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nationalise the limb which feeds the
private industry, Now, Sir, our goal
certainly is social and economic
justice. We have laid down the prin-
ciples of the policy in part IV of the
Constitution but all thig is subject to
two things, number one, individuals’
rights and number two, freedom ot
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 nationali-
sation 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 irade and commerce
hag 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 natio-
nalise at random, we must nationalise
only where public necessity demands
nationalisation, only where it s
reasonable to nationalise, not other-
wise. Therefore, Sir, there must be
a rational basis for every nationalisa-
tion 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 céertainly very attractive but the
socialistic pattern of society to which
we are wedded is conditioned by our
history, is conditioneg by our Con-
stitution, is conditioned by the practi-
cal necessities and the practical reali-
ties 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 is 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 businesg is con-
ducted both in the public sector and
in the private sector. The State Bank
ang the Reserve Bank are bankg in
the public sector. The Reserve Bank
also conducts banking business 1o
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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 cuncentra-
tion of wealth in the hands of a few
to the common detriment of ihe people
of the country, That is the question.
Ang I submit, Sir, that that question
must be answered again in the nega-
tive. There is no concentration of
wealth if the facts are properly ana-
lysed in the hands of a few without
control by the Government ar.d to the
detriment of the people in general.
Now, Sir, the argumen{ hag been, . .

Surt BHUPESH GUPTA: Where is
concentration then? If there is con-
centration it must be in the hands of
a few.

Surr 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 useq by the hon.
speaker who moved this Resolution.
He referred to the chaip of director-
shipg for purposes of econumic con-
trol which would result in concentra-
tion 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 he said—
and the managing agent will get com-
plete control over a company. He
will take loans, he will invest money
in other 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 com-
panies. There is prohibition on trad-
ing. 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
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manageq by any person who is a
director of any other company or
who is engageq 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 carrieq out. How can then,
Sir, it be said that there is cuncentra-
tion of wealth? If the Reserve Bank
is not functioning properly, the Re-
serve Bank should be made to func-
tion properly. If the law 15 not suffi-
ciently stringent make it more strin-
gent but iz 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 pointg you will permit me
to mention and that is the point raised
by Mr. Bhupesh Gupta about the
bigger crushing the small. Ii should be
remembered that it ig the Government
policy that there should be banks of
a particular magnitude so that they
may inspire confidence ang 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 there-
fare 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.

Mg. CHAIRMAN: I am sorry to have
inferrupteq you at the wrong time
You have finished a minute before
time.

Surr 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,

Nationalising

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

Mg. CHAIRMAN: That is all right.

Surt G. S. PATHAK: Sir, it has
been properly pointed out that the
compensation which will have to be
paid will be heavy. If you take inte
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
ousiness 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
crores—in Government investment,
nationalisation of banks js not justi-
jed. We must take stock of our pub-
ic sector. We should try to strengthen
ind consolidate what we have already
lone before launching on new ventures
ind I submit, with all respect, that we
should not demolish wunless we are
ready to rebuild and unless it is neces-
iary to demolish.

12 Noon.

w5 Qo &lo A (ITL W) :
wamfa oft, & g7 weqma & Gy 79
¥ fad @z gon g, safay a8 fv &
uF Uy md-ewaeqr w7 greAr g foan
qsfrafrat #1 qACET FATT A A GT
oy wfed | gfT gz F frw @ ax &
% ST T q40 AR FAT BT 3N FY
arq &Y £ A g7 g3 FT T4 7ZAAS
Afr 9= § g+t g7 F7 gl Af §
agr & THT mdsugear w1 o gagT
ast #% araql faak arw Ao, q4i-
faFre, IEA F EM A | F@ER A
WAt w1 9EW T fwar g
# gargarg &0 @AY 24 § wfFT & ‘
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JATTATE HT HET F7 [0 99 A&
WRAT | WS A g9 FT 9 A3 8,
ATA FH OFT AT FIST AL 1 gw
#fqr o wmemfors saw q=ai &
HAZAAT F& Ael 9 FHd | TN TH
FATST FT w0 FAT Tifed fodt oy
7 &1 afea gamaw gy, frad fgae
A 30, GAW gY; I3 FAGT A 1, TEAAAT
ar; fomd afrerd %1 997 7 57 afeA
FJeT FI LT & | ASEE #FT FY
FAETC AT TTHA AT TFT & 8 AT
FAIT F AW T X oAy 2| A
o gar 7! § forad s aegmETe
g7 UF T T AT qwa-nfi
F &7 § 9w fpar ST § | TEf HEwE
#1 agl s frar s =ifed
Ffe edtaor far S ar T fear
o, saE gt aagr & FEY
o g =1fed, feet arfeas ar danfes
gfafadw & FTO7 &Y | T Y
FATHAE T FATar=r FAAT F@T
7 ag grar srar € 5w F1E g
gt afrsy ar s AvETT WO
g ¥ ¥ O AYFATIAATE WY AT
YT FAAT G G FTAAT | gwe 2w F
TIEAFT T A FT-FT G 74T
2 o 41 F 4 ¥ Qv 7 afe v
F3f § TEO-F TAAT F g
A& BT, FAN ALY R T & | TR qAF
&F F ULEF FT qAA g W
srragferar # FEE 9T F9 T Q@
fF FAT WS AFT FT L AT FTAF
& | gAR AW # ofeew ¥, ST
¥FeT A AT TG AT E | TA TG
wsATadl 3F A AT | wEqa H
o W O Y A9 B, 9 AT ¥ B,
T @4 &, H WL FAT qg BT
481 frar fiF g WIgdT EFRT AT @
#7 37, gak W ¥ aufwmrad wueAl &
fax &g fardw wg QAT ST F,
fafaaa %, Faaor & &R AU« qeRT &
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[5Y Qo o FTomd!]
et g A fee S srfaaa woe 2,
IR &, u8 §, AR §, I fag 7
e F waedt o1 gw fade 98 %%
TEY | AT AT JIHRC AT HaT AR hEel
T 3 fF wreg § sfrma goet & faar
FIE I TG EET, qF FH GLFT
FHN—FTHTL I TAT WY &, GOF
qrET FAY, IFN FrEA T,
X aF FATEA, AR AT,
FA-FTCGIT TR, LR &A

st "o o ¥ (IIT ¥3A7)
il coi il

ot Qo &Yo ATSq - AfEH W A
das F3 AY oF HW HEAr o FEAT
grrr, % 3w & e a g 3o

st gitwr Wx avsY oS

st go dYo Fwmdt wfaw &
§ g ot Aift gw wafaw aw
weat w1 Zfer & e F1F Fruifea ad
FT A% | a8 3% & % s arwarfas
oY & 748 FFen § 5 g wfas g
¥ foramr wrawa® g1 Saar fraaor #1,
framm &% 1w wfsE 3 o
T F A I 9 ¥ @ wiaw
FAT T ZETAN F2 § a1 fgaw a5
frar srr WfEd | W oY food dw
Fhr fraaw ¥ afawe @@ @—
fom s®1¢ & 9% w911 3, w97 UREE
FX AT T ¥ A GF *7 32 fopadlt 4,
sars &1 2 T F, 57 /9 7 freivor
forg 95 & oome & gar & oy
wageetl & wigww fry ™ & f=
& WU WT 3 T §, W7 AEF g AV
99 fraam Ft fT W FTEAT A AT
& | fr 38 gazar € safqy axae
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ARk &F I F ATT TA F A W,
T qRYA AgY FoFaT o wwar |

TS F AT qETe gST AT 8 !
afe gm¥ an Agied 7 ar ag IF
F37 5 pmas 7w AEwWEAT T8
2 1 W WIS A AT AT
frsar s erer Fr A g ar fee e &
e #1 oft, B12 & gERR A s,
AT QAT FAT TG ZI | TR A
TAAM AT 5 Qoo FRIT TG A
THTEST BAT TSN\ [HES #T A
gAT W AT W WY FIE FAY AY
W W BRI ¥ [EET 7 QR ¥
§F OIMT W § FE Yo v HT
TATHT (}T AT | KA AR § ST 2
AT AT TFA THES H X & @ v
g Q1T WA aF IF AqAT ¥ 7T
FIT AT HATH GAET A AT ER |
o0 FUT TTT HT IOl T HAT qF1
T ST @ A & wo o FUT 7T FY THA
TWE IF a7 W G FH A
FRAT aH1 F G AR AT qH F
QYoomaﬁgﬁﬁio‘ﬂ'ﬂa
geTd forafee R @Y & & T8
TARTAT T AR F G T4 g, A
Y NI #A & oy u=wIr Sar
TATAY, UGN FH IS T HTORT-
AT 8 |

g w1 AT & g famw &
o, fawfor & f53 fa=ty avaa =nfgd ¢
T Wl gH FF TR AMEHT A9 |
QE&R W % qawTd § T AT 35 FUE
co ATE &IF T ¢ faq ¥ #0 &, 241
Y ¥ Y FIIT Yo ATG &] &N {F
TE, FEANRAT F A9 7, AR
F A ¥ ¥ FUS & 9@ ®IF I @Y
e T | UERET F IOy
FHATET &7 G F7 & FT Ga77
AL B——FTAT TEM——HIT AR
F1 W7 SAFT fRE@A 9w
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ot "o o qiv  TAFHEF WY
e

st go &Yo Fwq@t  HIT T WX
q2q | o1 FTW IR HGT g WA
FCT &, TAY @1 ST Agy AT
gFaT | HIX G99 97 q9 98 & [F
TEIAFTTFIA F K 50 FAS FUF
F AR E K A AT |WA W@
IMIRATA Y FAS T & FAF HQAT
g1 a3 suwtra fowe & |
i fare & fadr ot oo F=0,
THET 4IST A7 WA ST a7

e |

q9Y 1 99 Ag & 5 ogw w
T 7t wfew fag a7 @ & SO
A HEeAW WH &1 wgAveEd (eAr g,
& RSl ¥ fAdes gHREmHr Fgd € |
AT FAAT FT W FH T AT @ B,
AENAE 4 F7 9@ 9T W, S
faa fa=r & wife® agraar W ST
FTXRE AT FTE gwan
UAT FaH IS FT AT qGT FT TG
fomsr AaERIfA® 9 3| A A
M F L GO & | J9T F¥ qgr
frasw fear, ar v g9 sufera Sae
%1 GIH FL I—AGT ITH GY—
faalt qoit #7 Fare Y SET gav &
& ot AT & faRet oot v e
fara &< & g% ¥ 7gr g afFT 9y o
eTe faRit & 9, faRat ggraar
w®, ol ar § s fad §ar ¥
TENHI FT FI9 77 &7 A AT ¢FF
FLA &7 AR qAra, fomar wme
HaIFAT § 7 T g qE ag W
TE ¥ 77 Tl 8, 3y Wt &, 39
gaerEr § | ¥ 9TEar g 97 g W
3 W WA | WT TH! F ALIAF
FT FEH I IO, T g5 G
T W1 & F AT TG eFw T 7
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gw fazlt agraaT 9% 1 fie #3 § )
FEqfaee quef &1 a1 § 99 qhdl g——
F &1 A FETAAT F7 qEITHT TGS
g a ar fax =M F 99 gAR g3y,
oifaF & @, g7y &A1 #/, FfeArg §
ST FT T FL G5 & |

= 3T TS AEET & -
T &Y AT T THA g at (hT qriaarae
W FT IS, faere gt a7 A& T
AfFr | T guTSEe #T AW A9
Afqa, afgamsag &7 a@ & F |
ot T & aFar fF g et 8
¥ ArFaT 9T =g WX MGE q4A F
IR AqTHA, §8 AHFR, I F g
@ e | 3afau geqw A F7 sgara
FTAT N HX AEAH TH &7 6T &
fF g *1E JWUd) FI@ 7 F2H |
fawa 7 g7 ufas ot Iifed oix a8
Few 39 wufg & faufor ¥ qras a9,
faan ¥ g AT F TEEI WY
g faww & afg F1 w7 w0 |
raasar faFa F1 OfF F1 @ £
& AT WIT T W TENT FT G99 HQ
g 9797 Sea 7 § fF faww & afq
g | wifEa afeormm seer gR T 1 ST
Fg W g FH T GHIAT FI FIES
Sa% aftormm & g A KL T
gfeors T §+a7 & 39 aR F & 7

Y & AFAT

S 4% sufeg w9 ¥ &, SN
T AT Y &, SEET T Y A AT
ST} &6 &, FA-FTC@E! | o607 &,
I S/ AW N RGAT THT FH FT
MEd S & | F T NE qE '9AT
FHTFE R AT RT AT | QYR T
Jge? WfFg T #HX WMT 83 I
¥ % ARG &IAT STHT FA & g1 19 |
{IT AT HLA ATAT A LAY F 3R a1
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[ Qo o arorEa]

2, FT I @@l FT AT Y4 qTE @
A% 3 A T 9T ATEEr &7 & WK
feedmm 1 = wvest & 1w Y
gAY FT GUE &Y W & A Sy QAFAr
wfe, wfew Iad fu @ awg &
W q wiaw fav| I AT A1 €
F, T & g9 § FHC "wigwe @,
TTAIFAT AGT & | AT &7 A Ty
LN} | qET FY FHEEY 9 7 T3 Y
TG QT ST A10EA | OF &Y T &
A ¥g agK F FEET § W 99
FHIE T FHET a1 57 oM R TG
fx ag az9 oo Y fafy & 7 waws
¥ A A TG ] | AT

Surt M. GOVINDA REDDY My-
sore): Mr. Chairman, the resolution
under discussion raises to very impor-
tant matter which merits careful consi-
deration on the part of Members of
this House and of the Government.
Questions will be @asked and have
been asked as to where j5 the neces-
sity 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 smrall.

THE VIicE-CHAIRMAN (SHrRr M. P.
BHARGAVA) in the Chair.]

They support and enrich the econo-
mic activities of the nation, and what
is wrong with them? May be, some
time ago there wwas 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 to whether the ordinary mman
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
provisiong of the Banking Companies
Act and given 'more and more control

[ RAJYA SABHA]
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to the Reserve Bank, and therefore
the Reserve Bank ijg in a position to-
day not only to insist upon all sorts
of safeguards for the floatation of
bankg but also for the conducting of
banks. It has the powers of super-
vision, 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 wand
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 gociety. This we adopted
some seven or eight years ago, and 1
am amazed to see that not a single
step has been taken which is calcu-
lated 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 jg 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
ad, It is a lawful activity. But
pursuing quite a lawful activity these
banks wittingly or unwittingly have
been helping certain wvested 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 condentiration
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of wealth. We have seen that.
In fact if the Mahalanobis Report
comeg into our hands, we will see
that concentration of wealth has gone
on in spite of all our measures. So
our taxing hag not been able to solve
this question.

b

Now we have to really root out all
chances of a man unlawfully enrich-
ing himself, By the position of the
strength of money, by the position of
the strength of influence that he com-
mands in society he is able to exploit
others and create a position of wealth
for himself. Now in these opportu-
nities 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 say-
ing a little before, a little deeper.
How do they work? I am an agricul-
turist, T grow cotton and I
bring it to the market. In the
market there are two or three buyers,
and they are rich people. Any num-
ber of people are willing to buy but
they have no money to buy that.
These two or three people have in-

fluence with the banks. They get any |

amount of loan from the banks or
overdraft, That opportunity others
cannot have, These two or three peo-
ple 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 thev 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 exper-
ience myself. We started a co-opera-
tive society, a Consumerg and Pro-
ducers Co-overative Society, of which
I wag the President. It wag just to
counteract this that I startedq it be-
cause mine is a cotton-growing area.
You have only two cotton purchasers
in the entire cotton area. They are
playing havoc with the cotton pro-
ducers. But what are our resources?

830 RSD—2.
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How can a co-operative society raise
enough funds to buy one day’s produce
oneday’s supply, in themarket? No
banks lend me because I have not secu-
rity 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 regu-
lations, What I say with regard to
cotton applies with regard to oil-seeds,
it applies with regard to every com-
modity that comes to the market.
Now, this has an indirect effect. If
I am able to corner the oil-seeds to-
day because I can export them with
the help of my money, then I am
indirectly raising the price of oil-
seeds 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 gmaller
merchants are nowhere before these
big people because they have no re-
sources 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 mani-
pulate 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 share-
holders’ money they will be able to
float a company and by virtue of
floating one company, they can float
ten, fifteen, one hundred other com-
panies. 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. Govern-
‘ment are not in a position to dictate
the prices. Now, what is the Tariff
Commission doing? The Tariff Com-
mission 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.

1
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So, Government are helpless. In that
way, they are able to have a strangle-
hold 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 mil-
lionaires, they may not be million-
aires. But they have this strangle-
10ld, naturally, with the help of the
influence that they have with these
Lanks. 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
s0, 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 js having a strangle-
hold on the economy of the country.

Now, what are we going to do in
the mratter? Should we control it or
not? What ig the method of control-
ling? 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 capita] of these banks,
when compared to the turnover of
these banks, is littlee 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 Wwill not
make a loss,

There may be another difficulty rals-
ed. Where do we find the personnel
to run the banks? We have to train
them. When we are running a Gov-
ernment, when we are running ceveral
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 g hold on this activity which is
having a stranglehold on the public
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and economic life of the country, how
are we going tp achieve our goal of a
socialist soc’ety? I can understanqd it
if we give up the goal of u socialist
society, I can understand this going
on. Rich people may become richer
and the poor may become poorer.

Surr A, B. VAJPAYEE: It is going
on 1nzpite of your socialism,

Surt M GOVINDA REDDY: I am
saying ‘hat we do not have socialism
now. That is my regret, and Idonot
see socialism anywhere near, I would
like to see it but it is go far off.
we give up that goal, that is a differ-
ent 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 . . .

Surt R P, N. SINHA (Bihar): Ycu
have our Mr. Manj here.

Surt M. GOVINDA REDDY: ' Yes,
Mr. Mani is for money. We havg to
have contral . . .

Surt A. B, VAJPAYEE: You have
no power,

Sarr 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 hopest
than a businessman here. 1 do not
say that all businessmen are not
honest. I do not mean to say that.
(Interruptions.) If we ean predicate
a group of peopls, whether citizens
or even Members of Legislatures or
Government servants or businessmen
or anybody, then we can gay that we
are not up to that jevel.
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Sur1 C. D, PANDE:
also.

Government

Sunr M. GOVINDA REDDY: Those
examples we cannot take,

Surr A, D. MANI (Madhya Pra-
desh): Mr. Vice-Chairman, I am sorry
that I will have to fulfi] the expecta-
tions of my hon. friends of the Com-
munists Party by saymng that I oppose
the Resolution.

Sir, I rave gone through very care-
fully the record of proceedings of the
last sitting of the Rajya Sabha angd 1
have given my earnest attention to
the arguments put forward by the
Mover of the Resolution in support of
this proposit'on. I must concede that
the Mover hag placed before us a well-
documented case, But, unfortunately,
that case js not related to the needs
of the country, but to the require-
'ments 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 ot
society and he wants everything else
to be fitted into that pattern. It is
only natural that this country is pro-
gressing towards socialism. We must
take all the necessary steps to have a
fully socialist society, as quickly as
possible, But this country hag 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 in-
dustry, to what is called the private
sector. in the picture that it has of
the future.

Sir, there would have been just'fi-
cation for Government or for anyone
coming forward and pleading for the
nationalisation of bankg if it had been
proved that the banks had misused
their funds as the life insurance com-
panies in the past used to do, which
led to the nationalisation of life insu-
rance, The Reserve Bank Bulletins
and the Finanece Minister, Shri Krish-
namachari, while ®peak’ng in the
other House. have admitted by impli-
cation that there has been np gross
misuse of funds. 1 would like to men-

N
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tion here that though a small minority
controls the capita] holding in the
scheduled banks, there has not been
misuse of the funds at the d.sposal 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 per-
centage. There has also been an in-
crease in the advances of the State
Bank. If it is a question of comparn-
son, the advances of the State Bank
have also gone up, not necessarily in
the same rat.o as in the case of the
scheduled banks, but it has also shown
a progressive 1ncrease, Further, the
deposits in the scheduled banks are of
the order of two-thirds of the depo-
sits in India. Out of Rs. 2,100 crores
of deposits ag much as 33 per cent. are
held by the State Bank of India. Al-
ready one-third of the sector has been
nationalised. It is only the two-thirds
that are available for the private in-
dustry.

Mr. Raghunatha Reddy, the Mover
of the Resolution, mentioned in his
speech—I am referring to him De-
cause 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 se-

curities. But the House has got to
take into consideration the require-
ments of the private sector. If the

country has accepted a mixed pattern
of economy, the private sector tao re-
quires capital for the expansion of
its programme and its plans,

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

Sart A. D. MANI: I will come to
that, Now I have got one serious ob-
jection 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 figureg of the State Bank
and the figures of the scheduled
banks, The figureg of the State Bank
are much less, The Houge hag before
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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 pub-
lic sector industries. When our ex-
perience 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 confrolling the econo-
mic destinies of the country.

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

Surr A. D. MANI: TUnfortunately,
the pattern of human life all over the
world showg that it is only the mino-
rity which controls the life of a coun-
try. What about the Soviet Union?
What about the Communist countries?
There it is the Communist Party hier-
archy which controlg the political as
wel] as the economic destinies of the
country. In this couniry 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, there-
fore, 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.

Surt 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 stated whose
funds were being used for purposes
which are fairly bad?

Tue VICE-CHAIRMAN: (Surr M. P.
Baarcava): Mr. Bhupesh Gupta, you
should addresg through the Chair, not
Mr. Mani direct,
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Sur1 BHUPESH GUPTA: But Mr.
Mani wants to be attractive in this
House.

Surr A, D. MANI: I am not a depo-
sitor 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 fai] me, Sir, about 20 per cent.
dividend is being given,

Surt BHUPESH GUPTA: Mr. Vice-
Chairman, Mr, Mani is a journalist.
Therefore, I say that when, for exam-
ple, a warrant wag issued for the
arrest of Mr. Dalmia and he Wwas
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 rc-
leased and so on. We can understand
the son-in-law and father-in.law
business, But Rs. 2 crores was offer-
ed and that money was sought to be
drawn up—and 1 think was given
also—on the Punjab National Bank.
Now, would you call it a proper use?

SHrr A. D. MANI: This happened
twelve years ago, Sir. It did not
happen recently., Many things thave
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 owner-
ship may be. Even recently there was
a run on the Punjab National Bank
some twp years ago and then the
Government came to ifs rescue.

Surt BHUPESH GUPTA: That is
why at the instance of the Reserve
Bank the Chairman of the Bank was
removed and Mr. Goenka was appoint-
ed.

SHrr A. D. MANI: The Government
of India came to the rescue of the
Punjab National Bank becauge it was
a sound bank. Sir, a case of mis-
‘management 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 deve-
lopment of the country has not been
proved. On the other hang 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 Corporatoin it may not be
possible for the latter to get business
on the present scale it there were
competition. It is only because of its
monopoly position that the Life Insu-
rance Corporation is able to get ils
business, Sir, even with regard to
the settlement of claims there is con-
siderable 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
msurance companjes on non-tariff
basis ag they are seeking to do today.
1t will be seen that our experience oI
the Life Insurance Corporation, ag it
1s, does not warrant an assumptlion
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.

* SHrr BHUPESH GUPTA: But the
list of Directors will show that his
son, Ashok Kumar Jain, ig there ac-
cording to the Vivian Bose report

Surr A. D. MANI: Even in Com-
munist countries the son ig never
punished for the sins of his father ex-
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cept during the days of Stalin which
you have repudiateq now after the
Chinese aggression. Sir, Stalin used
to do that in that country but it is
not being done now, Even the Com-
munists do not visit the sins of the
father on the son.

l

Sir, the Reserve Bank has got also
power of selective credit control. It
czan ask for the list of advances at
any time. It can prevent a bank
naving deposits if it is satisfied that
the bank’s overdraft policy is not
sound, The Reserve Bank also has
got power, ag Mr, Pathak pointed out,
of fixing the remuneration of the
members of the staff of the State Bank
i view of the agitation that was led
some years ago and against the over-
payment 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
in spite of investment of colossal
capital in the public sector, we have
not been in a position to build up a
manageria] democracy in our country
so far. We do not yet have even the
taient in the public sector for man-
ning the public sector industries,
Banking is an extremely delicate in-
strument in a nation’s economy. If
we try to pationalise banks, we must
first be satisfieq that we have the
staff for this purpose. .

Further, the question of payment of
compensation tp the shareholders of
the scheduled bankg is ohe which does
not admit of an easy solution, Mr.
Morarji Desai, Sir, referred fo 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 Bhupesk Gupta) I know that.
But this is what Mr, Morarji, a Gov-
ernment 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. -

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

Sert 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 the Finance Minister has
worked out these figures, he must have
had a sound basis. In any case, tak-
ing 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.

Sert BHUPESH GUPTA: It will
be turned into bonds.
Surr 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.

Surt M. N, GOVINDAN NAIR
(Kerala): What was the principle of
compensation paid to the Imperial
Bank when it was nationalised? Can-
not 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.

Surr A, D, MANI: T am answer-
ing the point. If the Resolution had
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said that an enquiry should be conduct-
ed into the feasibility or otherwise
of the nationalisation of banks, I would
have been prepared to accepi an en-
quiry into the proposition. Now the
Resolution says that the banks should
be nationalised and we are saying—
those who are opposed to the Resolu-
tion 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
g0 by Mr. Morarji Desai on this matter,
If you say that you do not accept
Mr. Desai's calculations, what are
your calculations? You better find it
out and come forward with counter-
arguments. I would like to make one
final peoint and 1 have two minutes
more.

THE VICE-CHAIRMAN (Sur1 M. P.
BrARrGAVA): Your time is up.

Surt 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 coun-
try’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 poli-
tical views by withholding credit faci«
lities. 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 econo-
mic 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,

Surr 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 diffe-
rent 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,
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ih ¢ourse of time it may be necessary,
in the interest of the peopie of this
couniry, that we may have to go on
nationalising these commercial banks
also but I feel that this is neither the
proper time nor we have the facility
to accept the proposition and nationa-
lise 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 Inde-
pendent Member. The very basis of
nationalisation of banks tfantamounts
to the end o; the private sector and
private industries. Let us be very
clear about it. If we want that there
should be no private sector and pri-
vate banking, I can understand it. We
may agree or we may not agree but it
will be a elear 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 con-
sideration, have come to this conclu-
sion that in the interests of our coun-
try, in view of the conditions existing
here, in view of the fact that the pub-
lic sector and the nationalisation of
banks do require certain priliminaries
which will have to be fulfi.led before
we can take this step, we have decid-
ed for a mixed economy and as such
8o far as the key industries are con-
cerned, we have taken a stzp 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 US.A,,
the UK. 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 contro!
of the Government is concerned, it is
increasing and that shows that in the
best interests of the country and to re-
duce the disparity as much as possible
between the rich and the poor, that
is necessary. I would like to place be-
fore you one consideration so far as
the control of these things is concern-
ed. Have we got effective measures
or remedies to control them or not? I

|
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would not go into the details of the
legal aspect which Shn Pathak has
very ably placed before the House but
I would say, referring to the point
raised by Shri Govinda Reddy that 1t
does happen in certain cases where
these private banks and commercial
agents do control the market in such
a way that 1t creates great disadvan-
tage 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 hike
to remind them that when the price
of foodgrains was increasing, the Re-
gervé Bank issued a direction that no
advance should be made so far as food-
grains are concerned. The resuit 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 strengthen-
ed through the Reserve Bank, through
the Banking Companies’ Act, if neces-
sary, through amendments. Let us
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, wilt 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. 1
entirely agree with what some of
them have said and I say we are
committeed to paying compensation.

AN Hon.
compensation.

MEMBER: Equitable

Surt 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. Thé
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other thing about which I am concern-
ed, is that this nationalisation requires
a certain atmosphere. This nationali-
sation requires certain qualifications,
certain tramning 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 discus-
sion about the public sector undertak-
ings and many a case was brought to
our notice where with greater effi-
ciency, with persons with more expe-
rience, 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 nave seen a lack of education, a
lack of business honesty, a lack of
sufficient public spiritedness. These
factors, 1 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.

Surt 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?

Surr A. D, MANI: Your infection
had spread to Jaipur.

Surr AKBAR ALI KHAN: T am in
entire agreement with the proposition.
We are only waiting for the report of
the Meahalanobis enquiry, and as soon
ag we get it we will take all necessary
steps so that we take the wind out of
your ssil. Every time you are trying
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to say that this is the Congress rule
and here there is so much of disparity
in wealth and you try to take advan-
tage of that position. We will take all
possible measures to see that all this
speechifying will go without any re-
sults, because we do want to reduce
disparities. But the question is whe-
ther the mere fact of nationalisation
of the bank will achieve that objec-
tive. 1 very much doubt,

AN Hon. MEMBER: That will be
one step.

Surr AKBAR ALI KHAN: VYes,
provided you are prepared for that
step, provided you have got the neces-
sary personnel for it.

Suert CHANDRA SHEKHAR (Uttar
Pradesh): Just now the hon. Member,
very rightly, while discussing the pub-
lic sector undertakings, pointed out
that there were difficulties and so
much of inefliciency in the public
sector. Then will he agree that all
these public sector undertakings should
now go to the private sector, just be-
cause 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?

Surt AKBAR ALI KHAN: Prob-
ably 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 1esolutions, through the
Jaipur session, through the Avadi Ses-
sion and so on. There is no question
of any philosophy. What I am trying
to explain is . .

Surt M, N. GOVINDAN NAIR:
What aboutr the practice?

Surt 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 move-
ment? I am certain, when there is
the proper personnel, when there is
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ithe proper atmosphere as I call it,
then we can do it, and if I had felt
that we do have that proper atmos-
phere and the necessary personnel, I
wouid have requested the House to
approve of the Resolution. But I do
think hat al present we are not in a
posiilon to undertake this and as I
mentioned just now, if we take up cer-
tain measures without the full prepa-
ration and without the necessary
equipment, then our cause, without be-
ing secrved, will be detrimentally
affec.cd, we would be doing a disser-
vice to that very cause, It is in that
light that I want this honourable
House to consider this proposition.
We know that in many matters we all
agree. We aglee that there is this
concaentration of wealth, and this con-
centrati»n sometimes takes advantage
of {ho posilion and tries to exploit the
comn.cu pecpie. 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 naticnalise these things on
socialistic principles and to give tihe
best to our common man, without
damaging the democratic priniples and
the Directive Principles of our Consti-
tution for which we all stand. Thank
you.
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Tae VICE-CHAIRMAN (Smrt M. P.
BrARGAVA): My, Murahari, you may
cenlinue afler lunch,

The House stands adjourned till
2:30 p.M,

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

The House re-assembled after lunch
at half-past two of the clock, THE
Vice-CHAIRMAN (SHRr M. GoOVINDA
Reppy) in the Chair,
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“One of the structural features of
the Indinn banking system is the
concentration of power which in
scme casss ‘s enormous in relation
tn capit~l employed. From time to
time we _o0.€ across cases in whirch
a family or group has got full con-
troliing interest in a Bank.”
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'SHrr SURESH J. DESAI (Gujarat):
Mr. Vice-Chairman, Sir, I am sorry I
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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 sys-
tem. 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 con-
trolled by the Reserve Bank.

Another thing is that 32 per cent.
of the banking system is aiready in
ithe public sector; is already nationa-
lised. 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 Demo-
cratic 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 per-
forming the functions which I have
just mentioned or not, that is, mobilis-
ing the savings, investing them for
productive purposes and expanding
the money market so that it becomes
more respongive to Government
control,

First, let us take up this gquestion
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 sard that [§ 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. No-
body prevents anybody from going to
the State Bank or the Post Office. This
only shows that the people have con-
fidence 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 ig 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

L
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many special privileges. It has got
the overwhelming support of the Gov-
ernment behind it. The scheduled
banks have not got any such support
but stiil 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 Integraiion 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 sec-
tor 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 were to indus-
tries 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 them-
seives 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 pro-
jects. In 1962 the investments of
scheduled banks in Government secu-
rities reached the peak of Rs. 711
crores. The other day, my friend,
Mr. Raghunatha Reddy, was giving
certain figures and I had 1o correct
him. Investments in Government
securities by the scheduled banks last
year came to Rs. 71l crores. These
are only the scheduled banks, not the
295 banks that 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 anq small-scale indus-
tries. Very often it is said that the
banks do not finance agriculture because
th's 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 schedul-
ed banks cannot yndertake this busi-
ness. 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-ope-
rative banking institutions for loans
and grants and the Reserve Bank
cannot meet them. And the co-ope-
rative 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 pres-
sures of these co-operative banks and
the Government of India are behind
the Reserve Bank in resisting their
pressures. So when the Reserve Bank
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finds it diffcult, how can the sche-
duied 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. 1 wil] 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 tighten-
ed in the new Banking Companies
(Amendment) Bill which is before the
other House now.

(3) The appointment of the Manag-
ing Director or the Chief Executive
Officer of every bank and the fixation
of his salary and amenities are sub-
ject to Reserve Bank’s approval.

(4) The Reserve Bank have powers
to carry out changes in the manage-
ment 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.

(8) The Reserve Bank can send
their officers to the Board of Direc-
tors’ meeting of any bank. Such an
officer can speak at the Board’s meet-
ing 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 are interested are
prohihited,
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(9) No bank can control a non-
banking businegs. 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 certamn
portion of their deposits as cash
reserves with the Reserve Bank and a
large amount in Government securi-
ties. 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 parti-
cular commodity you can give a loan.
To this extent you can give a loan.
The rate of interest can also be regu-
lated. 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 control-
led 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 and
time deposits,. I cannot further
explain that here because my time is
short.

(13) The new Banking Bill which
is betore the other House gives excep-
tionally wide powers to the Govern-
ment to appoint directors, to remove
directors, to appoint executives and
the Government has reduced the vot-
ing 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 compensa-
tion". The Reserve Bank already has
these powers and the Reserve Bank
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and the Government arqe 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 wili
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 wind-
ing up:—

“Under the Constitution the
Courts are the custodians of the
fundamental rights of citizens; but
by this extraordinary piece of legis-
lation these very custodians are
made the instruments of the Reserve
Bank for imposing an order which
prima facie jis 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 sghouid be
liquidated.”

Then, they further say:—

“It would be a tragedy if by this
and similar legislation citizens are
to be convicted of offences, penal-
ties 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 ig in truth
exercise of purely executive autho-
rity.”

These are all extracts from the Judg-
ment of the Supreme Court of India.

Surr SHEEL BHADRA YAJEE: The
Zamindari Abolition Act was first held
yltra wvires. Later on they have
corrected it,
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Sur1 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 mis-
understood 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 jug-
glery with figures that anybody can
do. Actually a few banks are all-
‘India banks. They have a large net-
work of branches all over the country.
The smaller banks are more or less
local or provincial banks. Their depo-
sits 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 bank-
ing is slow because our economic deve-
lopment is slow.

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

Tee VICE-CHAIRMAN
Govinpa Reppy): Mr. Dave:

(Surr M.

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

Tre VICE-CHAIRMAN (SHrT M.
Govinoa Rebppy): You cannot raise
anything now. Mr. Dave,

[RAJYA SABHA]

Commercial Banks 2450

Serrr BHUPESH GUPTA: On

Monday only we shall meet again.
Three days are there. I must invite

your attention and that of the
House . . .
Tur VICE-CHAIRMAN (Smr1 M.

Govinpa Reppy): 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 imme-
diately after. This is regular busi-
ness and you cannot raise the point
now.

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

(Surr M.
you please

Tug VICE-CHAIRMAN
Govinpa Reppy): Will
resume your seat?

Surr 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 1 heard the debate on
this Resolution and the arguments put
forward by some of those who are
onposing this Resolution 1 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, 1 would
like to make it quite clear that T am
not one of those who believe that
nationalisation is a panacea for evervy-
thing, that whenever we have got
some difficulties either chant the
‘mantra’ of co-operation or the
‘mantra’ of nationalisation and every-
thing will be all right. Such short-
cuts to thinking are really responsi-
ble 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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3 p.M.,

As far as the banking system is con-
cerned, 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 num-
ber 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 func-
tions that these sectors have to dis-
charge 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 argu-
ment 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 mobili-
sation and channelisation of the sav-
ings of the community are at logger-
heads. If we concentrate our atten-
tion 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 . . .

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

Surt 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 coun-
try 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 bank-
ing 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 dis-
charged its functions. The mobilisa-
tion 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 mobilisa-
tion 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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that there is an 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 con-
ditions 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 opera-
tion of the banking system in our
ceuntry, and it is because of this that
there is such a heavy demand for
nationalisation of banks, and a justi-
fiable 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 director-
ships, is rather heavy.

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

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

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

Surr ROHIT M. DAVE: There are
188 directors who are holding between
themselves 20 banks, and the director-
ships 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 aie 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 stcong case for the nationalisa-
tion of banks,

[RAJYA SABHA]
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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 nationali-
sation of banks. As far as the ques-
tion of compensation is concerned, it
is well known that compensation, and
a iarge part thereof, would still con-
stitute 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 pro-
vided. Secondiy, as far as the mana-
gerial staff is concerned, again it is
well known that the banking opera-
tions require a high degree of techni-
cal 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 techni-
cians 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 wunder the Government
tomorrow if the banks are nationalis-
ed. 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
shou:d be so because after all we have
nationalised a number of saving insti-
tutions. Life insurance is also a sav-
ing 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.

Strr 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 1 was
specialising in Banking and Inter-
national Trade while I was under-
going my Honours course. But it is
30 years since then and naturally—I
think my friends opposite will con-
cede—I have become a little wiser.

Sarr SHEEL: BHADRA YAJEE:
You are re{actionary, not wiser.

Sart 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 parti-
cularly 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 mnatipnal economy has been
evidenced in respect of mnational
income from Rs. 9,970 crores . . .

Surr M. N. GOVINDAN NAIR:
About this phenomenal growth, will
you enlighten us with figures?
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Tae VICE-CHAIRMAN (Smri M.
Govinpa Reppy): He will come to
that.

Surr N. M. ANWAR: 1 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 amaz-
ing 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 depo-
sits 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 32 millions, it has shot
up during these ten years to 6'5
millions, that is to say, it has mmore

than doubled itself during this period.
When we have such an army of depo-
sitors, that is a tremendous tribute to
the vitality of the private enterprise
that we have in the sphere of bank-
ing. 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 com-
munity through bank deposits? That
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is a revealing 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 Govern-
ment 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

Surr C. D. PANDE:
Rs. 300 crores.

Now, it is

Surr 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 Aris-
totle. I do not like the swing of the
pendulum from one extreme to
another, rushing towards nationalisa-
tion 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 opera-
tion 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 sche-
duled 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-
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duled banks that have come to enjoy
the confidence of several hundreds of
thousands of depositors in this coun-
try, most of them depositors of small
means, and when the people have
chosen to keep their savings there
where comeg in the quesfion now of
trying to use the big stick of autho-
rity 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 initia-
tive 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. 7636 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 griev-
ance 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 enact-
ment? 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 depo-
sitor comes within the privilege of
this insurance scheme and that too,
in the private sector where the sche-
duled 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 business-
man 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 accumu-
lates who speculates. When the sche-
duled 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 Insur-
ance 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 pheno-
menally 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?

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

'Serr N, M. ANWAR: 1 can well
understand their difficulty in a demo-
cracy, in a political democracy, in an
economic democracy. But when it is
a question of efficient running and
husbanding the resources of the bank-
ing 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
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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 sche-
duled banks have made by penetrat-
ing 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). 1 wish I could
speak for twelve hours if you could
favour me with time.

Tue VICE-CHAIRMAN
Govinpa REDDY):
minute more.

(Sert1 M.
You have just one

SHRT 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 need-
ed foreign exchange for this country.
It is there that the scheduled banks
have come in to extend accommoda-
tion, possibly not only overdraft but
even such other measures by which
they alone could extend the help for
the growth of our trade, our inter-
national trade. Some of the sche-
duled banks, which are still incorpo-
rated 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?

Tee VICE-CHAIRMAN
Govinpa Reppy):

(Surr M.
You can conclude.

Surr B. K, P, SINHA (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.
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Surt N, M, ANWAR: 1 can speak
for twelve hours to meet these argu-

ments.

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

Smrr SITARAM JATPURIA  (Uttar
Pradesh): Mr. Vice-Chairman, after
hearing my good frined, Mr. Anwar,
I certainly feel a little excited to
gpeak 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 politi-
cal ideologieg should not influence
our decisions in such matters. They
are matters of economic consideration,
matters on which the future indus-
trial development of the country
depends, Our political jeaders 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 ex-
tent all over the country. In fact,
they handle nearly one-third of the
“entire banking business in our coun-
try. There are other banks which

are owned by thousands of share-
holders. The directors are also
hundreds. But they are all elected

by the shareholders and also nomi-
nated 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 cer-
tainly realise as to how far the argu-
ment that they have placed before
the House will be a correct presump-
tion on their part.
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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 1955-62
have been able to increase their
deposits nearly by 6% per cent. As
against that the private banks have
been able to have nearly 86 per cent.
of increase in their deposits. Then
let ug 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 autonomoug corpo-
ratjons 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.

Commercial Banks

The public today has an option of
going to the private banks or the
Government bank. In fact. the pri-
vate 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 Govern-
ment of India. The number of
deposit accounts, as has been said by
the previous speaker also, were 32
lakhs in 1851. 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 lees for a certain
period. The scheduled banks and
private banks are not given this faci-
lity, During the period 1957-61, the
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State Bank has received nearly Rs. 81
lakhs as subsidy from the Develop-
ment 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 hag the
fullest power to regulate ag to what
percentage of advances should be
made against which particular commo-
dity, and thus they are able to con-
trol the market 1o a very much
greater extent. While in 1951 the
advance to industry was 34 per cent.
it has increased to 54 per cenf. in
1961. As against 53 per cent. to com-
merce in 1951, the advance hag 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 advanceg 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-
tries, 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 ag 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 econamic
growth in the country and it is the
vercentage that will give an idea.
not the exact figure.

Surr CHANDRA SHEKHAR: What
about advances to the agriculturists?
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Surr SITARAM JAIPURIA: So far
as advanceg to the agriculturists are
concerned, I will come to that later
on, Mr, Chandra Shekhar I am sure
you will be convinced that there has
been a very good case for the private
sector and also the State Bank in
that matter. In fact there wag a
study made of 33 banks as to how
much advance had been made to
directors, their relations, their asso-
ciates, 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, 1t comes to I'I per
cent. of the total advanceg in 1953 and
to 0-7 per cent, in 1961.

Sprr N. M., ANWAR: That is a
point we will have to over-emphasise

very much because there is a mis-
apprehension that some directors
monopoliseq it.

Surr SITARAM JATPURIA: 1 am

sorry, you are taking up my time.
The question is thig that after all we
have to consider that the borrower of
money, that person, is more important
than the one who lends. I remem-
ber what an earlier Finance Minister,
Dr. C. D. Deshmukh, once said that
no man is rich enough not to borrow,
no man poor encugh not to lend. We
should keep in our mind that the per-
son who borrows gives a definite
security and a promise of fair return
to the banks. Only that person gets
a locan 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 wag 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 &ll-India character, {n-



2465 Nationalising

[Shri Sitaram Jaipuria]

doubtedly that makes a difference.
The budget of the Bombay Corpo-
ration 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 firmg or com-
panies 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.”

Here alsg 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, nationa-
lisation will mean nothing else but
disappearance of initiative, efficiency
and service, We nationalised the
LIC. 1 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.JI.C. that there is
not one Member who hag 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
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can all be proud. If we want to
repeat the same folly that we com-
mitted, 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 meore
than that. There are already a num-
ber of restrictions that one person
cannot be a director in more than one
bank. There are many other provi-
sions 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 Sche-
duled Banks have control over many

industries and thingg 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 ag it was said earlier, the com-
pensation 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 work-
ing 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 fo
take over. If you look at the figures
of 28'80 crores, we find that Rs. 14:45
crores go for taxation. Rs. 3'59 crores
for reserves, Rs. 3'26 crores for bonus
to the workers and Rs. 461 as divi-
dends, If interest has to be paid to
the persons who had the share capital
—the share capital meang reserves
also which are accumulated profits of
the shareholders by their capital—I

am quite sure that the Government
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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

Serr SHEEL BHADRA YAJEE:
May I say

Tae VICE-CHAIRMAN (Sert M
Govinpa Reppy): Your time is over

Surt SITARAM JAIPURIA: In
fact even after nationalisation, bonus
will have to be paig 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,

Surr SHEEL: BHADRA YAJEE: You
are a capitalist.

Surr SITARAM JAIPURIA: Whe-
ther I am a capitalist, you a Com-
munist 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 Ferti-
lizer Corporation has to distribute its
fertilisers to the growers free of
charge, that is a part of social consi~
deration. 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 agri-
cultural credit. I may tell him that
co-operative banks have been estab-
Ushed for that purpose.

Sar1 C, D. PANDE:
bogus.

They are

Surr SITARAM JAIPURIA: 1 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
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AN Hon, MEMBER: He is with you,
(Time bell rings.)

Surt SITARAM JAIPURIA: Mr.
Vice-Chairman, I cannot help. My
time is being taken up by interrup-
tiong,

Tae VICE-CHAIJRMAN (Surr M,
Govinba Reppy): You please wind
up.

Sur1 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, 1 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. Nationalisa-
tion will only bring added misery to
it and what hag already been done
has brought enough miseries and,
therefore, I oppose this Resolution.
Thank you.

Surt C. D. PANDE: Mr. Vice-
Chairman, before I make the few
remarks that I have on the Resolu-
tion itself, I would like to reply to
the point raised by Shri Dave wheh
he said that banks are governed by
the profit motive, that they look to
the profits resulting from their ex-
pansion in the cow.iisy, and that is
why our banks do not go to the
rural areas. I would like to point
out that the State Bank was authoris-
ed by this Parliament and by the
Government, to extend its business in,
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[Shri C. D, Pande.]

the country, and a target 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 areag as Mr. Dave
has referred to. There are banks
today which are not getting a subsidy
of Rs. 80 croreg 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 inst-
-ance, 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 thig 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 iz 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, whe-
ther if be in the State sector or in
the private sector. They have to go
into the economics of it. After all,
business ig 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 thisg view.

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

[RAJYA SABHA]
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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 indus-
try? That is asked without caring
what will be the impact of it on pro-
duction, on the production of wealth
itself. If you do not produce wealth,
you cannot distribute anything. Mere
nationalisation of one industry or one
financia] institution does mnot mean
socialism. I will suggest a via media.
You can achieve your socialistic ob-
jectives without nationalisation of
banks.

‘SHurr CHANDRA SHEKHAR: Does
production of wealth mean socialism?

Tue VICE-CHAIRMAN (Smrt M.
Govinps ReppY): You go on, Mr.
Pande.

Surr 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 pri-
vate banks by your efficiency, your
courtesy, accommodation, shown to
the customers and clients? I belong
tc Naini 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



2471 Nationalising

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 can-
not deny the privileges to the ordi-
nary shopkeeperg 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 fell him: You have got per-
fact freedom to go to the State Bank
or to any of the private bank for
your 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 try-
ing 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 borrow-
ing 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. Ag far as security of
the bank is concerned, 1 think no
bank is more secure than the State
Bank. And yet their dJealings are
such that they do not attract people,
because the moment a thing comeg 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 legis-
lators also. ‘

Surr C. D PANDE: Yes, legislators
.also. I was remarking that the
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moment a thing falls into the hands
of the bureaucracy, it becomes un-
serviceable to the public, and that is
the only thing that standg 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 brancheg 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
wag referring to them, I remarked
that they are bogus. I still maintain
that 1t 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 ig because the Government can-
not run them efficiently. I will give
you one example. The State Trading
Corporation is the biggest unit doing
business.

ANn. Hon. MEMBER: The Govern-
ment does not think that it is efficient.

Surr C. D. PANDE: The State
Trading Corporation is handling the
biggest unit of business in the coun-
try. The State Trading Corporation
is handling the biggest trading enter-
prise in the country and no business
house, however big, can produce bus-
iness out-turn tp the extent of Rs. 170
crores a year. Few business houses
can carry on business to the extent
of Rs. 170. crores. And what has been
the profit? Taking it at the percent-
age of 10 per cent which js 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

i half crores of rupees and that too be-
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[Shri C. D, Pande.]

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

[Tug Vice-CHAIRMAN (SHRI AKBAR
Arr KuaN) 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 bur-
den 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 fo the
country. The private banks are giv-
ing a sum of fourteen crores of rupees
per year as tax and if you were to
run all the banks I would be surpris-
ed if you could make this sum which
{s 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 guarantiee
that if you nationalise the banks to-
morrow, you will be agble to give
thirty crores of rupees worth of pro-
fit to this country?

Surt SHEEL BHADRA YAJEE:
More than that.

Sarr C. D, PANDE: I doubt, I
have shown you the example of the
State Trading Corporation and 1
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 hap-
pen to these people if you nationalise
the banks.

Serr SHEEL BHADRA YAJRE:
They shall be nationalised,

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

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

SHrt SHEEL BHADRA YAJEE: 1
shall be here (Interruption.)

Surt C. D, PANDE; The whole
guestion of nationalisation lies gn its
practicability, its giving the results. If
it gives good results, we would wel-
come it but 1 think you should not
prejudice the issue by quoting a few
big names and thereby speaking as if
you are the champions ol 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 think-
ing 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 g 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 ex-
perience 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 discre-
diting these institutions and by saying
that this is bad, and so on .

Surr SITARAM JAIPURIA: Mr.
Vice-Chairman, please see that this,
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fHouse is not turned into a debating
. society, one Member of the Congress

FParty supporting this propusition and
-another opposing it.

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

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

Surr C. D. PANDE: 1 shall drown
all interruptions. I say that Mr.
Bhupesh Gupta criticises and that is
nothing unusual, His aim is to discre-
dit 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 dis-
scredit the democratic system itself.
The moment we fall into his trap im-
perceptibly we are not going to help
the democratic institutions. Go to
the sixtyfive lakhs of people who de-
posit and ask them, take a referen-
dum and if they prefer nationalisa-
tion, 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 pe 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 pass-
ed—would be as good as nationalising
the banks. The Banks would he abso.
lutely at the mercy of the Reserve
Bank and the Reserve Bank would be
the supreme lord of all banking activi-
ties and there would be no breathing
space left to these people. Why then
do you want to go in for nationalisa-
tion? As regards concentration of
power, let me tell you that concentra-
tion in every sense is bad. We dis-
like concentration in any way. No
middleclass man, no democrat would

!
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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. Ip the name
of attacking concentration of power
you are attacking a system. Concen-
tration of power in any form is bad
and concentration of power and eco-
nomic 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 gall the
businessmen put togethé&r? 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 criticiseq in this House. Except-
ing two items, namely, the Hindustan
Machine Tools and the Hindustan An-
tibioties, point out to me one instance
where we have achieved good results.

Sart A, M. TARIQ
Kashmir):

(Jammu and
Air-India Internationaj,

Surr C. D. PANDE: That is presid-
ed over by Mr. Tata. )

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

Surt C. D. PANDE: That is presid-
ed over by a gentleman from the pri-
vate sector.

Sar1 LOKANATH MISRA: Mr.
Tarig has another, the B.B.C.

Surr A. M. TARIQ: No, no,

Surt C. D. PANDE: There are a
hundred instances where money is be-
ing wasted. Nothing would gladden
me more than to hear about the suc-
cess of the public sector but alas it
is not so. Therefore, we should not
be in 3 hurry in regard to these things.
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[Shr1 C. D. Pande]
This afternoon we heard a very good
lecture of Mr. Apthony Greenwood
who said, “We by experience . .. .—
“We” meaning England—“have de-
cided 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 vigo-
rous 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 in-
creases its orbit of action, it can
squeeze out, push out, other banks and
if this can be done, I shall be happy.

4 p.M.
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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 frust-
rate our planned economy. If the
Banks continue in private sector, it
i8 but natural that one or the other
group of industrialiste will domi-
nate them and that greup 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 3 big portion of such de-
posits is utilised by these capitalists

for their own purposes. This has

always operated agamst the publie
interest. It is but natural that an
industry runs with only 19 per cend
of its working fund as the capital
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[eerilion Juf Y sl 0]
paid by the shareholders cannot
avoid the risk of being mis-
managed as the shareholders,

2485

and more so the few Directors
representing them, have nothing
much to stake in the business.

Under the circumstance the tend-
ency has been to become irres-
ponsible and selfish. This will be
borne out by the fact that even after
the year 1949, when following a
number of bank failures the Bank-
ing Companies Act came into exist-
ence, there were Bank failures and
only in the recent period, two
banks, viz., the Palai Central Bank
and Luxmi Bank went into liquida-
tion 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 gf 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 in-
terest of millions of bank depositors,
and for the greater interest of the
country, its economy, its develop-
ment and defence, a time has come
when the nationalisation of banks
has become imperative.”
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“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-

[ RAJYA SABHA ]
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ta) with profit motive g5 its sole con-
cern. Employees in nationalised
banks will have the proud privilege
fo seérve 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 bg entrusted to
them.” ’
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R F W AN FTATFOF TR AT A
ifaw 1 3 afF o N e @
T g £ | TE T g W F
¥aT FFOEE aa9d WY aer &
uifgs FoEqr &t W, mfas @wEr
®1 Y, qEt 9T AT § W A F SAvaT
§ suret mefugl Y, 95t & wawm @
AT GEATAT & |

T qo9T T4 6 50 2 & 7
e wfedde amr § L g
SYITAT ATATEY, TAETAL RIAI AT ST
I3 fordy foned) oo a6 &fi o Fereft
T E 1 2w F AW oA g AW W
foamm & T § w|ifF 1 quma §
fos FE T59 B A T | T HAqTT
e aga & feand o § 1 ot g
fod= ¥ 7 d77 99q § AR T
fTRTAT 81 AT TAH FTHT STHH AT AT
3 1 R TR F1E TG EY AT I AT
fogrq sqar fadAa T I 21 @
a & a2 o o a9 A
AT ST A FET g W A
FIE SAET § wureT foawe & Sw )
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g TfF 29 w9 9% qF Iqae DAY
F AW QT T W AW TG By
oM ¥ ST ES |

i T A A fr A &
TRT R fagges ok am-faeges
d7 § faaer Geam #fvew vo wT
% oA & SR S ot e feifre
At Q¥is T T9AT ] ) B
TR 9w g a5 fomw § fow
B9 TH W F TR GERETE AT TH
¥ AR o RN A ey
FT qFA § WX TATH T SATIT § STV
AT AT wFT & | W B AT
et gl # oge s W |
F AW T AATET SO R ST agay
T & & 91 woaT qway §6% ¥ aw
FI A1 ¥ Feas s w8 sumer a9
a1 EEd § AW AW F AR A AR
I FAISETR A7 G, AR W
wgfcaa o1 @93 § | g ¥ A it
rog & o3 fea adf § A ow
aorat w2, gafdr &% 2w & fr st A
T AET AT B IF F SR THA
# are 3 & ar fadt & gfom # s
FT THA # TT3 & AR o 79 F a1
WE N AT ST Me N &7
TAME NN FTAIE I TTRA
qgT TIAT TATAT &1 AT g, HIT 3T FIAT
Tt f& wEe TR d AMAT AT
THAT & Y I T GAT § WX IR
TW T[T ALY F THG § | @Y qEH
&ty ¥ dam glay # J& @
mit N =% 479 F 9@ g0 ey
F Y g 9 AR W W 5 B
ATANTER FE | ¥ IET § 4 f5
drargn smgfar ¥ wgr W FEw
FY I ¥ Y agF ¥ st & 7
st afserw weCTew § afsad AT
¥ ot feEe & A WOt 4w Adt
WE AT IS
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HEX gAY AR T P E
qE ¥ frar § Ak 37 T afsas
HIRFE F AR A ATHFT TAT
g fory f5 it Qo a3t a8 § 7%
AT T3 AR ¥ qIFe Afqal
Y 7Y foar & sefad qar 3 A @y
@ arfeat § W gy A TN
Tfat N § AR AgA IR WA R
HI AWAATEIAAT FEAT & AR IT IF
W [ F el AAATIIAA TG
F@ & 99 7% g7 @ x| F Feaw
FT Ao TE T TAATT TG T RS
& AR A qgE F AT A AT B AT
AT AT GFA § 1 A A3 AFT AEA R
Ao ASo "o ¥ oY @rfwar § W &
v g 7 foadt gt & arg ogw
a7 g QT 4T I ATEET § o6
EY T 3 W I9F Frar faawa §
@aqEat g fragt S @
Tdo HEo o F HRL TRATET AT
dfeamrge A & 1 qga @t e & @@
T G fwam ST GHGT WK W A
T LA AT FLJ § TR AGAT
AR AT FTAT & W T979
FT ARFATEIT FEAT & | T ST FAgTT
WME TG, FeAGAT WH 374 %
AEfAEl & g1 § & S8y a1 F1€ 3P
ALY FFFAT | W F3 W F3 Feaeg 7T
qTF 970 AR FTELAT ATH e QX
o< ARfagl & e AT F AR W
Eae d51 ¥ I gafal wr @
FATT TEFAAT § | IART G A9 a9y
TEEIT F ®E 97497 & | A8 a@T
T a9 KT g ot 5w
TEHT AT § W FET FEr AR
Mfeaw qET F TEET F GHA
a3f qg=rar & | 9T g qATSIAT FAT
e & I &Y g gIE BE I o A
AT g § | SART AT HEAT
o FEr gadig &1, Aifsaw oy

[ RATYA SABHA]
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§TETT A, FIHATE FIAT £, STRT§ 918
AT RA T AR W I
FYATIT FATAT A FTAT HFATZ N
A T < 1 9T IF FRGE AT
TR F B SR 3FEhT &1 W
FAF FETAGT AT 9% fag @F
TiIvg I 95T &0 g, @ Ay T
TSI FAT TG F&A & | ITHT FH
¥ F7 g% W I T3 I Aq0ied
AR T F glag s@ & faq o9
3 F ¥ 59 faawg A afgy AN
FFNTEY 7t T wwa § wWifs a1
TR 1 wRgrIga g vy ag a9
iR gRanad (A @
YT E AR IAISEGT /T &7 7
Efaad 3ad quq aredr § arht frgem
F I AR FEAH AT FT gwiay
MFAAATATJI & | TR QY
ARSI IF gHI@NTH TG ARA
FARIT AN AT IWH qA9AR
T AT GRS & | IN AT T B q
gATA AR F W 19w fegd am
g1 qataT O AT FHE F aF G
FEATE, AAT NIRRT 9 FET1,
IW A JEE W, AR, THATHE
NFT 9, T FT & |

# 739 $3 FeN T F AT W
g agm @ feg g afe s ad g,
TR OF 9T F ah T 99T oIH
fearam 1 gAR @I §B BRT 9 §
A a fFdfr g7 9 eam A
e g wiRrdem TRw T
o fraem A wgm fE wIw R
HEX GIY G5 BT 459 FT  ATTE-
I AT AfEr 1 T R W I Y
g 7EF it & W faaar o e g
IR RILITE NIV ARAIIE
ZEX 3@ I 79T BIUET TR § | WK
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IR AW & MGl Y I BT 99
T HTAET 7GT raT & ) FgT IX ATgT F
AW 9T T TR T AGT ﬁ*ﬁrté_
AT g fergeamr wig @& ar 37|
AH 9 § FAITWWR § o qT 39 are
feefiAATA giar &, 9ot aeargi |
I TET & ARG HT qrearal 7 aga
AT AR R, 957 WK B §, A1 5q A
F TF UFATE FT A AR FT AGA-
ALSITTFC § T8 FTRIAIT &
AL GAT TFT I& § )

¥ ST Ag A 4 X9 AW A
wead %\ §wa U 5 gy a9 &
AMAATEINA T ¢ W9 3feaAr 6%
OATET #1 TTF § AT AT
d5q & qafeas 9 39 § gaw o &

AT 93T AT § | ¥ QIS
WIEAE 499 & AL ATHT T S & AR
IaFY A #1 9 FIL T AMMEA
A T ST A av TEY Fgr FIF AT FEt
qaTfew § AR ST gt & A faert
1 @ # OF TTUTE 98 FT HIAT TFAL
F @A FENT—

1

|

“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 eco-
nomy. If the Banks continue in pri-
vate 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 jindustrialists are
now having their own banks, Public
in general keep their deposits in
those banks and a big portion ot
such deposits is utilised by these
capitalists for their own purposes.
This has always operated against
the public interest. It is but natu-
ral that an industry runs with only

l
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1.9 per cent. of its working fund as
the capital paid by the shareholders
cannot avoid the risk of being mis-
managed as the shareholders, and
more so the few direclors represent-
ing them, have nothing much to
stake in the business. Under the
circumstances the tendency has been
to become irresponsibie and selfish.
This will be borne out by the fact
that even gfter 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 re-
cent period, two banks, viz., the
Palai Central Bank and Luxmi
Bank went into liquidation due
to fraudulent activities by their
Directors, The recent findingg of
Vivian Bose Commission on the ad-
ministration 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 rejation to Mun-
dhra deals. Whether in respect of
spurious scrips or viclation of Ex-
change Control Regulations, one or
the other bank was involved. It
similar enquiries are conducted in-
to 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 de-
fence, a time has come when the
nationalisation of banks has becoms
imperative.”

A AW AT fad SR gger smear g
st fF 9 mfaT § w3

“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 ang 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 what-
ever responsibilities will be en-
trusted to them.”

qg 45 QFATSY &7 39 &, I
a1 3fear oaifadww & quE 9 &
FG T AT § ) T g 4 H A
AR agaggasrg MfsFaea &
AT T@FT ATZAT 97 AfHT TTFH T I
F gz ¥ & 3 faw oF TUUTE &Y 9gr
g1 ¥ FF urErST @ IS A T
T & FoE) @ ¥ I & WR
TR AZ YT R |

ar & 937 7TAR ITETE FE R
& 31 F1 JmEary fF s Wk
Tg GBI TH 7§ IR @ JI I
ITETET I O IEG & ) 9
TR AT EAT & A A AT &4 A
Jutr fassr % ot § {1 wis § eSS
2, faudT ¥39 | gAawes §, 98 0w
FEAET FT ST IF FUT T T BRA
QIS T T TFFC § IG7 gAdieeT § |
SR fF &R s F Y ae &
it F1 A>T § SATET qHEATE A
& At gar fergenfaal & ara feohr-
AT Fd &

# R ORI 9 g FT qqo0AT
FY TTH T I IS FET TS § STH qUIRE
FAT § AT TITHT GO3AT HGT 6T 2
fi& oo FraN & faF e g9 faam )

=t W0 Ho aATEHT (Tfewdy I ):
TGN AGIRA, ABT FT AT ITHA
FA FT FT T gATL AT FT § AT
foa ww aga ¥ wEd ¥ A fqu e
g%e fFl, 9% I F 97 au wque

[RAJYA SABHA]
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| & #ar o, it fF A AR g &

q39 ¥ gAF §, T99 T ATAA AGT AT
fraga #ar =T §

R g fag A wAEm
gaeg ST 3 o6 famT §97 7 qgraa
& ST §, @19 T B9 F 3¢ W, fFaqr
SECICTIE - ST S - T )
& & fugger 4% € 1 AR
BT B B il #1, =
F1 frat g faady §, s are °
g s & fF a8 ag @ & A
st & oar 7 4% 937 g or At
MY § AR FIL & AT H FH1
& F2q wgraar faedt § A1 999
AT IBWT & FFIF § GIT AT §IAT AF
HUAT FTH AT & | AfFT LT IF F F
AT S 9 ) R owear ot wTea f
@2 q% F 99 I F I 927 799
wifex, aga o fawifd aifed, ag -
FT I FTH AT & AT &Y ZIaTd
AT AR 37 997 &7 AWAFIA &
fear S/ @ w9 smwar § S99
T 1T 9GS

ool g fam ez sage # gwe
wrsq fafaeze 7 F@r ar & grafasa
AW & (97 g7 TeF0T qgew A7fRy
AR =BT SFAF Mgy, T I AT
EEAR A I R B TG E |
Ty & AGl T awAT AT ISy
o & fodr goar =ifed | o wmaE
AT EE BF A Q8o ¥ wrwasd ®
A IRWNT @A AT HIW FA WY
TGT | ST OF B | 907 WEAT ¥ T
qiEt & g WO g1 A HR AT
T FETL & FX faar ;ifs F
T § fF TeT Y Fgdar Tifed
HIT T CF &Y G FIE I F1 S,
uF g1 ST fagaw g1 Srmm, 1 IRy
TR FA F aga wgfaar g &t
@E A ¥ A dAr mweAdr f oqar
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gwar & i sarofat Y ;= JEAE
AT & 1 sy et ¥ s F, greEn ®
g & qEAE g Gy witw o
F FT qIAT FRA I F AR q w7
agd T4 fRar S T ARy IEET
forasr oY F19 & g 99 TF AT & WY
ol ford 95 % @y FeREE
gt 31 T & FHIfE wgt v w oW
TA1T 5 WIE | T ATEY T TR TS
FgE T Tt AEF F T AT A AW
& 99§ @1 & STHT AH § 1 gATeY
9 Y AT T34 AT &, ITHT TEHT &
UL | €FTIS AT : [

¥l I OF AEAT auE A
frfafEcfiTar® & At a=
& AFFAT, q8%3 FT fggeana w@ved §,
IYH g FHTATC §

“Number of the Rich Dwindles.—
Contrary to the popular belief that
'ich were becoming richer, their
number in India was in fact dwindi-
ing 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 Novem-
ber 8.

The top class of assessees hav-
ing 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 re-
port—the number of assessees in
the lower slab has considerably in-
creased. For instance, assessees in
the slab 2 to 3 lakhs were 8,416 dur-
ing the assessment year 1960-61
which has gone up to 9,588 in 1961-
62,

Similarly in the slab 8 to 4 Iakhs
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 de-
cline. In 75-100 lakls group thg
number of assessees has come gown

|
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from 24 to 17, while the numerical
strength of above 1 crore assessees
is reduced to 28 from 82 during the
period.” )
geq masY gar & e v fa
faaq fer Ry TR € | g9 Y TR
% fF gy 3w & g7 W€ F¥ g, A=
FI T TITH ATIT LY AGE | &9 ¥ AT
Egzmy g fadt #) T w0 79
e FT FTH AL TWAT ST |
gEd At S QF WA 6EE gra
g1 7% 5 T aga gawI, aga wifee,
o7 & 593 999 ¥ § 919%) UF 9m9T
§ oW ¥ gAMAT ATRAT § AV A &Y
arw & fegem, O fr fgt &1 &
Feweg | 9g T IFLE
“gmre weeefer @R § W wfeaw
HATE 9T TF qA7 Wo  FTAITTT Y
e

éﬁ%ﬁ,x&wnw
Famrdes @ F AT AN
FUIFA T AT TG TF I FHE
§ ag e fen 5 semfor
T Fq7 Y T TF FAH A FT
TF AT

freg, arq & IFW a8 9 Fr
fe qar faedt a8 fraa 3wt fear
1, afew g gfte § frar v
f5 sy AT AT & AT
g% FT AT QATE T FAT GH

Y FFTTHET T FAqTAT £F Fiv-
eq 7 feeott womE gra faa oy
FIE F ATA TAAHRT A7 § Ffgar
foem %7 73 W, fAg = ¥ W)
% @ § (% AT 9% Jo duy
qfa frames e 9 | 3T T w
FEATT T I 50 & oy &9 %
qfy ferea d g acawr . . "

A FEA F waqwg 8 5 e F ooy
TYRT AT § TV T AATH A4 21 I
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[=it Ao o FaTerT]

THT AT FAT & AT A T § A
T[T FET AT oA F | AATIRAA
arer o qar & % §, wr3e arr Y
o Y 7 &, afrkma A A gar
AW & | IW @A § gg AYAr
werd § % argie Yge qw At gfe-
faqar aw f ag Tw T 1 AL
FEL AT Y AT I3 § TR TFATEA
HITF AT § | AR FEA FT QAT 7IAT
Tt & BF sl aga sy A Ao
far @ 93 @ A S FH
Tl FX gwar A 7g frafeg gAr
arfgd | w1 ST WA qgT AT ATH
I&1 g IGF o3 Wit Y 17 TG E |
f&T oF ara AR § fF geme mvafwat &
o 3 qTRHT FTH 1% & TG FLF A
ges &1 T Af  guar =y,
IR HTT IYHT HAT AFY T AT |
{1 Afagt & g3r of9, o o
AT SaTET WiE ¥, 3T SETRY 9}
& T S 3T g ¥ v FH
gl fear ar sEwr offweee fa,
IATHAT G TFT FEAAT AT T afqw-
e T | AfeT oF aa § qaaan §
fiF fom srefaet & Ao o grew ® fag
T, ITH T T AT AT T 3% T
TE & Fifw T AuAT aTd TG WAL F
gl g | & i wear 5 ag g
FT AT TEI &, TH S99 F7 Y T9FT§
X gH SUFT 9T T @AT § | ST
YIEAT 39 99 § 737 § IHT g7 AT
AT &7 fqug 9 97907 Hifw § qara
T} gFd | 3Efay SeET A fear
AT AT awh W T R )

A O & mgare ¥ ugr & fF
TRAFT § a7 gl & §iEe
€ A0 F1 ag wrvaraw &4t & 5 o
eqrer § sgrar s faar s o

WY & wEga< 7 g fawr gEr g
“Jhonson promises more jobs and

{RAJYA SABHA]
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supports tax-cut g 3T ¥ ¥E-
afdy sgft ¥ Suar |y Fw § 7
zaFT FeT °g & i g 3o & s
g3ar §, o 3w ¥ e w5 &,
Wgt A A & fAemr g ag @)
FTF qEAT §, TEAfEr Fgdar g W
AV FT I00 WY agAT & | I AW FT
Fe9 SYF ER0T AT T G FTH FIA H1ITTL
YT | T g9 a9 9 AT AgEATS AT
TN N TR IRNTE T g
QT ST AR gy afcers a7 g ?
gaHT afcew ag gon % oF & weAr
& 9T FTH AT T AT A 9 74F
FT gaT foasr awg ¥ T F7 dea
74T AT | TW AR A HIHA ag & B
T OF 9 & 0T qA% &, 7T §
T G T &, T T FAT HAT G HIAT
ST H4T AR e A fag’ #1 ST
agi F19 faomm | & w9 § Fgar S
g f g =gt it fawen, @iy, Erafaar
d7 T g |/ g, I A frEr O
AHT & qOIT GET @A &, T /O
s F931 AG ofe §, A CF FRA
IR @ FagT AgL afga € ey
ST 9% UF ATIHT 1T § I & TIg
qTF S FR & | I A ga wvafay
AP A gaRAF AT aE@q
T & ¥ o7 wwq § | I & F
gATA ATE] ATIHT FTH FW@ & A
gAT 3 F &1 weHy w79 F A7 §¢ § o
A Te NI e frgm o am &
grefudl &1 19 § | a8 TOT g
U Q0 R 7 qEdE X Ig FH
T XN WF TH N AU FIH TGr
T, O qF §9 Ig FIW Gy T aET
&1 WIS gAY AW FY G waeqr § fw
qza & g Wrg faw s & 92 3o
&1 T W O W FT rEAEY e
g 72 9y § 5 gmra aw e} few #
TR F AT g9 AW WY &) FIH-
g1 AT ATfET | gk M § 4%
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911 ST FIH Frenr Afew T FR §

W gERT Qe At e aren @

R T@R{TT STo FYo HYo A F T AWM
®! w1 T 1 9@F Hw 7 W
& 39 S § FTHMT AL {Y TH | AL
wAFEAl, gAY, AME TWET W/
faggR #7 o ufar § saaT aigewe
9889 ¥vEw F gatfaw q,4%,80,%%%
% | FAT EHIX 99 TAA @RT &Y FIH
A 7 sEeq § SElE TIgOwE agdy
g I Sn @ ? WIT EW AR A
9 TE1 X & T gATa w1 fFE A
Y 99 TFAT & | TR YTHA F% GAEATY
& ok 5T I3 ¥ W STFTAWAT FW
gFd € 7 T and AU gew ¥ fAaew
& 5 oo I T 1T B AR ¥ 3G AR
farame 33 fF R g 91 1 Fwang-
qu &7 T A v feqfe @ amder
FuTeTEReA A o F N & 1w
& Fifs F A famr o &% &7 T
& F1E o7 7 T8 FT g § | ey
W 337 § W J F1E FH FT AR
§ o 7@ & O Su QAT I o 4F
FI 3T gAY § | I T /AT AT qFAT
g fF To a51 F1 FTOTR GUOT § TR
et @& KT THI F7 Y § ITH FH
q3T W=7 § WK IR a9E ¥ W A
FTH SATITT &JT § | TT ATEA T gH
yIY 2w § AT §FAT §, NN
&EHT & A gH _F5T AT FIHOFIT AT
gfagr Y g | o9 IR AW H
EF T, A FT SATET ¥ STTIT TSEMT
faorm a 2w &7 yEnfEr it s @i o
qrTw 3QT gRT fF 3o dto § faaige
TF WEX § ST T OF qIF q9T JAS
&1 ST g7, §R A9 & Thear & AT
GUET HATS Tl 9K A1 ¥ WX T AR
¥ 98 TF qGI SATIL FT HE 97 T
OT ay @R a9 AT § | Fer o faat
TR FFIEATMTASI & | FT GV raT ?
FifE agi & &R0 A1 GO =r€r“
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frem g s aq@a@ 1SN Fow
FATCH FT WEK § AT I W g AT
q9E § qIT q9T I FT 75 a9 4T
& | el aT g @ g AT Wy &
A TF FTH a7 TS a9 747 ¢ | q8i
& endl ¥ 99 & o s q% ag
foear & 1 QS wEEAT B gwEy ST
afg fFem v frmaw &
AT P owFAT

¥ =TT SATST FHA AEH AAT ATZAT
g Hifs 38 w1 AT T a1 & 1
afeT oF awa & W #7 ] W g
AR g ag § Fr gl dumerese ¥
qaw #1 3@ gfee & @ afer
gAY WY 9 g HIA AT §1 AT
W TE IR AR ST W AGQ
1 ¢ 1% o5 g AW A T A
IFAT JAr A arfE gErd wE-
Al &g | T ST e § w@wx
g% WTr s 3 SfER

Sart M. N. GOVINDAN NAIR;
Mr. Vice-Chairman, 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 0of the
speeches especially coming from the
side of the ruling party were so pro-
vocative that I thought that I should
speak a few words.

Sir, whenever a motion i3 moved
from this side, there is a stale argu-
ment 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 Gov-
ernment to take the necessary steps
to nationalise this industry or not. I
believe that there will be no difference
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[Shri M. N, Govinda Nair.]

of opinion among any section of
the people that today after making
an gppraisal of the developments
during the last decade or more every
one hag 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 3t
Jaipur we came to this conclusion
that everybody was agreed that mono-
poly 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 forwarq by my Iriends
who opposed this motion. I do not
want to quote facts and figures
because it was abundantly done both
by the Mover of the resclution 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?

Sert N. SRI RAMA REDDY (My-
sore): What is your inference?

Surr M. N. GOVINDAN NAIR: 1
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 te face the ques-
tion 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 of 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?

[ RAJYA SABHA ]
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Well, I was rather shocked to hear
the learned advocate, the hor. 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 as
such, I do not understand why the
Constitution should stand in the way
in the matter of nationalisation of the
banks. Ang if the House feels that
this is a step which is urgently need-
ed 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 con-
stitutional difficulty.

Surt SHEELL. BHADRA YAJEE:
There is no constitutional difficulty.

Ssrr M, N. GOVINDAN NAIR:
Secondly, even if there is any consti-
tutional difficulty, if the needs of the
gituation are to be met, we have to
amend jt, we should not hesitate to
do it.

Then, another srgument 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.

Tue DEPUTY MINISTER 1N THm
MINISTRY or FINANCE (SHRIMATT
TARKESHWARI SiNHA): Is he the cause
of the radiant smile, Mr. Pande?

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

Surt M. N. GOVINDAN NAIR: Now,
he utilises this opportunity to give
vent to his feelings against the en-
tire public sector, That is wha* it has
come to. I do not deny that there is
inefficiency in the management of
many of these public sector under-
takings. I also agree that the stand-
dard of managesnent must improve in
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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 gocialist pattern
of society as its perspective

Sar1 LOKANATH MISRA: But he
wants to stop the infiltration of the
Communists 1nto the Congress,

Surr M. N. GOVINDAN NAIR: 1
am coming to that.

Sar1 CHANDRA SHEKHAR: And
also moving towards Shri Misra,

Sart 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 pub-
lic gector, 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.)

Srr1 SHEEL BHADRA YAJEE: No,
no,

Serr M. N. GOVINDAN NAIR: And
when such people handle the prob-
lems 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 bureau-
crats who are put in charge of the
public sector undertakings.

Sarr C. D. PANDE: Do you want
10 give more work to those bureau-
crats whom you dislike?

SErr M. N. GOVINDAN NAIR: 1
will come to that. If you choose
people who have no faith in the pub-
lic gector, if you recruit members
from your Government Secretariat to
run these industries, those who have
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only dealt with people and not with
anything else, if such people are
put in charge of these things, then
failures will happen. But that is nb
reason why certain private concerns
should not be taken under the publie
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
cut against the State Trading Cor-
poration, blaming them that they did
not make enough profits. It is true
that they did not make enough pro-
fits. 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 pro-
ducers 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 so that certain
sectors of our economy may not col-
lapse. And in such a case, they may
not make any profit, instead they may
have to suffer a loss. So, the cri-
terion '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. 1 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 dis-
cussed and you know the huge
amount involved. Recently, some in-
dustrial association which makes &
study of the subject has come to the
conclusion that the yearly loss due to
underinvoicing and overinvoicing 1is
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 gbout one particular bank. In
the recent underinvoicing case in
which an amount of Rs. 1} crores was
involved, the Grindlays Bank was in-
volved. Were not some banks invol-
ved in the Mundhra affair? So, it is



2505 Nationalising

[Shri M. N, Govinda Nair.]

not only a question of how much
money you make by way of interest or
profit by the direct banking business,
One of the biggest savings of our
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
overcome,

Suri LOKANATH MISRA: In the
Mundhra affair, the LIC was also in-
volved. Why accuse the private sector
banks alone?

Surt M. N, GOVINDAN NAIR: ]
can understand your feeling. I know.
(Interruptions.) When we are deal-
ing with banks and with nationalisa-
tion of banks, I do not want to go
into other extraneous matters,

Tae  VICE-CHAIRMAN (SHRI
AxBar Aur Knan): Your time is up.
One minute more.

Sart 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 de-
posit 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
set 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, ete. He
wanted to give credit to the bankers
for their gbility 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
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are not there, they will naturally ge
where they can get some facility.
The Palai Central Bank wag one of
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 immediate-
ly 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, also 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 ex-
panded 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 inte-
rest in this country, if you are against
the concentration of capital, this
nationalisation of banks has become a®
immediate anq important matter. BY
doing this you will not become a so-
cialist State or a Communist State
because countries like the U.AR.,
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
i wrong. The only thing is that they
will not be able to take undue ad-
vantage of the situation. (Time Bell
rings.) I maintain that even with the
help of public banks the private en-
terprise can also prosper. So if you
want a planned economy in this coun-
try, you have to take to nationalisa-
tion of banks.

Serr 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 immedia-
tely. 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 nationa-
lised immediately. The second point
iz that the dangerous trend, the in-
ereage of monopoly capital should be
arrested immediately. These agre the
two points on which the hon. Members
who spoke for nationalisation based
their arguments.

Sir, the hon. Members, in support of
their  contention, quoteq certain
figures. Of course, the figures are all
right; nobody can question them. Only
their inferences were wrong accord-
ing 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, 1 think I will have done my
business.

Now, Sir, first of all, I would like
to bring to the notice of this honour-
able House the opinion of our illus-
trious Finance Minister who, 1 think,
during the last Session when the same
Resolution came up for discussion lpad
said . . .

TaE VICE-CHAIRMAN (SHRI AKBAR
Anr Kpan): Which one, the present
one or the previous one?

Surr N. SRI RAMA REDDY: Not
the present one. Well, I am not gble
10 gay exactly which one. But I
have got the quotation here on the
same subject:— !

“Recently replying to the gebate
on a Congress member’s resolution
calling for the nationalisation of
commercial banks, Finance Minis-
ter Krishnamachari asserted that
‘there was no need for nationalising
the banking industry since the direct
or immediate gain to the Govern-
ment in the form of additional in-
come gafter the payment of compen-
sation, could not be very great’"
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This is a very authoritative and very
recently made statement from a very
able and meriteg 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 honour-
sble 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 vf 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 how
the credit institutions functioned.
From that gngle 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 definite-
ly 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 con-
siderable place. Then the powers
of the Reserve Bank were there.
But it was not that nothing more
was 10 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 insti-
tutions in the sense that it could
direct the productive resources pro-
perly and could avoid any abuses,
misuse or exploitation that were
occurring.”

That is all that he refers to. So it i8
not in the mind of the planners that
nationalisation is a great desideratum
at the present moment.

Sarr M. N. GOVINDAN NAIR:
When he speaks about planners. . .

Tas VICE-CHAIRMAN (SHRTI AKBAR
ALt KHaN): Let him go on

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

THe VICE-CHAIRMAN (SHRI AKBAR
Anr KHAN): Are you yielding, Mr.
Sri Rama Reddy?

Surt N. SRI RAMA REDDY: Yes,
1 am yielding.

Tue VICE-CHAIRMAN (SHRI AKBAR
Awr Kuan): If you yield, then please
sit down.

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

. Tre VICE-CHAIRMAN (SHRI ARKBAR
ALl KuaN): He is not yielding,

Sarr N. SRI RAMA REDDY: Sir . ..

Surr M. N. GOVINDAN NAIR:
What is the opinion of Prof. Gadgil
who was the Chairman of the Econo-
mic Panel get up by the Planning
Commission?

Surt N. SRI RAMA REDDY: I am
quoting the people in authority and
the people who matter very much so
far as the Government jg concerned.
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Surt CHANDRA SHEKHAR: If you
take the society into consideration,
Mr. Birla and Mr. Tata are con-
cerned

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

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

Suri1 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 argu-
ments are wrong, if I have not got
the game 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 coun-
try may be helped, may be accele-
rated. 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 economic acti-
vity they have undertaken in the
country, from the viewpoint of social
signifiance, political justification and
psychological urges and what controls
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 justi-
fied. If they are not justified, I am
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prepared to say, leb us go ahead.
Now the number of banks—Schedu-
led Banks——in this eountry is 67 In-
dian, out of which the public sector
banks are 9 and private sector banks
are 58. There are 14 foreign banks
functioning. In all there gare 4,644
offices out of which the public sector
officeg are 1,522 or 327 per cent.
whereas the private sector has 3,122
offices 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 coun-
try’s resources by way of deposits, by
way of savings banks, or by way of
eurrent accounts, etc. These are the
various ways in which the banks
attract the country’s 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 pri-
vate sector banks held the remaining
Rs. 1,328'9 crores which worked out
to 67-2 per cent, of the entire de-
pusits. The point may be raised that
the deposits are not quite safe, The
instances of the Palai Bank and the
Luxmi Bank were quoted here. Cer-
tainly 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
eondemn the entire system. They
have grown entirely from out of the
soil, with roots in the sbil, some of
them have grown but if on account
of extrapeous circumstances or bad
management, anything has gone
wrong, that should not give us cause
to condemn outright the entire sys-
tem. After all we swear by democra-
tic socialism. If the people’s insti-
tutions are killed, what else will re-
main 'of democracy? Certainly it 13
our duty to guide them properly—
that i3 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 Com-~
mercial Bank. These, between them-
selves, hold Rs. 780 crores of depo-
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sits, about 88'3 per cent. Bight me-
dium banks hold Rs. 380 crores or

18'9 per cent. Thus the deposits of
th> public sector and of these banks
pu. together come to 92 per cent. of
the entire deposits and these are held
by very safe banks or what has been
going on in history and in the coun-
try as safe banks. The deposits of
the people are pever 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 thege five banks and they
hold among fthemselves 92 per cenh.
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 1is 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 18 per cent.,, in the
medium banks by 18 per cent. and In
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. wncrease of deposits n
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 grow
that way but certainly I am one with
them and T would go to any extent
the whole hog with the Members who
supported the Resolution in saying
that proper controls, proper supervi-
sion, 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 Re-
serve 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 In
order to see that the functions of the
private sector banks go on properly
ang well, If there was any fallure
here and there, if as my friend says,
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[Shri N. Sri Rama Reddy.]
there was over-invoicing or under-
invoicing and there were losses, it
only shows the ineffective way the
Reserve Bank has functioned. The
fault lieg somewhere else. We must
particularly point out that it is the
failure of the Reserve Bank of India
that has been responsible for what-
ever lapses that we have been able to
motice in the banking system of the
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country. Shall 1 continue on the next
day?

Tae VICE-CHAIRMAN (SHRT AKBAR
Arx Knan): The House stands ad-
journed till 11 am. on Monday.

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