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(Interruptions.)

(Some hon. Members then left the
Chamber.)

THE BANKING LAWS (MISCEL-
LANEOUS PROVISIONS) BILL, 1963

THE MINISTER or PLANNING
(SHrT B. R. BHAGAT): Sir, I beg to
move:

“That the Bill further to amend
the Reserve Bank of India Act, 1934,
the Banking Companies Act, 1949
and the State Bank of India Subsi-
diary Banks) Act, 1959, as passed
by the Lok Sabha, be taken into
congideration.”

[Te VICE-CHAIRMAN (Surr M. P.
BHARGAVA): in the Chair.]

I am sorry, Sir, that printed copies
of the Bill, with the amendments
which have been accepted by the
other House, were circulated some-
what late, but the provisions are not
altogether new, and the House is, I
think, aware of the circumstances in
which the modification of the various
enactments relating to banks is now
being suggested. With these intro-
ductory remarks, I shall try to be very
brief.

The Houge may recollect, Sir, that
about fifteen years ago, in September
1948, an Ordinance known as the
Banking Companies (Control) Ordi-
nance was issued, providing for the
first time for the control of the opera-
tions of banking companies in regard
0 such matters ag the grant of un-
secured loans and advances, the
policy to be followed in regard to
other loans, the maintenance of cer-

[ 1 Hindi transliteration.
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tain minimum assets in India and
other similar matters. In the fifteen

years since then, we have considerably
extended the scope of our control
and the commercial banks themselves
have benefited from this, as they have
been strengthened and improved, and
have been enabled to attract more de-
posits and to increase the turnover of
their business. In the existing cir-
cumstances, some further extension of
the area of control is necessary, in the
interests of economic development,

Sir, in a statement which was made
earlier in the House on the 16th
December, 1963, and on several other
occasions both in Parliament and
elsewhere, the Finance Minister did
refer to the need for stimulating the
growth of savings in our economy and
for ensuring that the legitimate needs
of industry and trade would be met,
so that the rate of growth, particularly
in certain vital sectors, could be step-
ped up. From this point of view, our
performance so far, while it has been
good so far as it goes, has not been
altogether satisfactory,

Banks have not been able to
mobilise resources to the extent to
which this has been necessary or

possible during the current phase of
growth. They have been handicap-
ped as a result, in granting term loans
for relatively longer periods, and
latterly even in financing new projects
and enterprises. The competition
from the non-banking sector for
deposits has been growing; and what
is, I think, even more significant and
unfortunate, a great deal of money
remains unaccounted for, and is used
for purposes which cannot be easily
identified. This tends to weaken our
commercial banking system.

It has inevitably been necessary, in
view of the comparatively undevelop-
ed state of the country and of the
banking system, to create a number of
specialised credit agencies. Some
more institutiong are bound to be
established, as gaps in the institutional
framework for the provision of credit
are brought to our notice, The Re-
serve Bank of India, mainly becauge
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its statute has been framed in the | tices, if any, to stop unhealthy com-

light of the theory and practice of
central banking which were fashion-
able about thirty years ago, is not
today in a position to co-ordinate the
policies of these institutions, even
when these policies vitally affect or
inﬂuenpe the structure of interest
rates or the rate of investment or the
money and capital markets generally.

Central banking traditions, or any
other traditions for that matter, can-
not be rigid; and in a country in which
the commercial banking gystem is
not sufficiently developed or impor-
tant, we cannot obviously be wedded
to conservative British traditions as
they were evolved several years ago.
We have to take into account local
needs and circumstances, and if it
becomes necessary to control deposits
outside the banking system or the
loans, investments or other allied
business of non-banking institutions,
we may be failing in our duty, if we
do not bring our laws or enactments
up to date. .

As far as the control of non-
banking deposits is concerned, this
Bill, Sir, contains no provision which,
I think, wil] not be found in the Pro-
tection of Depositors Act, 1963, which
was recently brought into force in the
United Kingdom. Broadly, what we
are aiming at is that apart from
individual money-lenders, who are
governed by the various State enact-
ments relating to money-lending, and
co-operative societies, which are a
class by themselves, all persons or
institutions accepting deposits from
the public will have the obligation to
comply with the regulations, which
will be made for this purpose, by the
Reserve Bank. It is not our intention
to harass the small firms or partner-
ships, and firms with a subscribed
capital, which is not in excess of a
lakh of rupees, have been exempted
a3 g result of an amendment which
we have accepted in the other House.

As regards other persons or insti-
tutions, we hope that the Reserve
Bank will be able to prevent malprac-

petition for deposits, and to prescribe
and enforee reasonable conditions,
including realistic rates of interest,
disclosure of any information or parti-
culars in which the depositors may be
interested, provision for returning
the money to them in certain contin-
gencies, and other relevant matters.

As regards loan, investment and
hire-purchase companies, or corpora-
tions or firms carrying on similar
activities, we are proposing that the
Reserve Bank should be in a position
to get a fuller and more comprehen-
sive piclure of their activities than is
now possible, to lay down certain uni-
form ruleg and standards as regards
ratcs of interest on which loans may
be granted or investments may be
made and to give special directions
regarding the functions and opera-
tions of these financial institutions, in
so far as this may be necessary for
the better regulation of the country’s
credit policy. Here again, we have
accepted a clarificatory amendment of
the definition of 3 financial institution
in clause 5 of the Bill, so as to make
it clear that we intend to control only
those institutions which  handle
money or securities or other titles to
money. In an undeveloped country,
in which the normal methods of con-
trolling or liberalising credit through
the established commercial banks are
not effective, the central bank has to
be granted this specific authority, and
I have no doubt that ultimately the
results will justify this extension of
the Reserve Bank’s jurisdiction and
functions.

I do not think, Sir, that it will be
necessary for me to say much about
the provisions in this Bill regarding
the further control of the commercial
banks themselves. One reason why
the growth of our commercial bank-
ing system has not been more rapid
or impressive during the last decade
and half is that the leading institu.
tiong in the private sector are still
influenced, to a greater or lesser ex-
tent, by the managing agency houseg
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which originally brought them into
being and have since contributed to
their growth. This influence is not
necessarily or always bad. But if
banks are to serve the interests of a
larger or wider public, and if their
lending policies and investment
on development programmes are to be
governed, as they will have to be,
primarily by considerations of the
public or national interest, a wider
dispersal of the ownership of bank
shares and some additional safeguards
against the possibility of the abuse of
power, by those who are now in com-
trol, will be needed. ,
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We have had to be very careful in
undertaking legislation for this pur-
pose. As banks are credit institutions,
subsisting mainly on the depositors’
coafidence in them, we cannot treat
them in the same way in which we
might treat industirial or commercial
companies, Certain proposals for
inserting in this Bill provisions similar
to those in the Industries (Develop-
ment and Regulation) Act, 1951, so
that the Government or the Reserve
Bank may be enabled to take over
banks for temporary periods could
not be accepted for this reason. On
the same grounds, however, we will
have to impose, and the directors or
shareholders will have to accept, a
greater measure of control over the
assets or management of banks than
may be justified in the case of ordi-
nary companies.

We are providing in this Bill for a
turther reduction of the voting rights
of individual shareholders, for the
restriction of unsecured advances or
the remission or writing off of loans
in cases in which the directors’ inter-
est may be involved, for the removal
or replacement of directors, officers
or other employees, and for the
appointment of g reasonable number
of additional directors, if necessary,
for strengthening a banking company.

These powers have been described
ag being very drastic and sweeping,
but I do not think that they are ex-
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cessive, and I have no doubt whatever
that the Reserve Bank will use them

judiciously and with discretion,
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The gmendments to clause 18 which
we have accepted provide in any case
for reasonable safeguards against any
abuse of the relevant provisions by
the Reserve Bank, In quite a number
of cases, the mere provision in the
statute for the exercise of these
powers will, I hope, act gs a salutary
check on bank managements. If in an
odd case any action has to be taken,
the public interest will abundantly
justify such action,

This Bill is intended to be a non-
controversial measure. It has been
criticised by some persons as going
too far and by others as not going far
enough., This criticism might be
relevant, if ideological considerations
were involved, but we have a more
pedestrian and practical objective in
view. As I said at the beginning of
this speech, our main purpose, apart
from clarifying and tidying up certain
minor provisions of the law, has been
to ensure that the Reserve Bank will
be in a position to use the power and
authority, which a central bank so
obviously needs in an underdeveloped
but rapidly growing economy, and
also to ensure that the commercial
banking system will be able to under-
take the burdens and responsibilities
of financing rapid economic develop-
ment under these conditions.

I hope, Sir, that the Bill will be
passed unanimously by all sections of
the House.

The question was proposed.

SHrr DAHYABHAI V. PATEL
(Gujarat): Mr. Vice-Chairman, Sir,
this Bill, in spite of what the hon.
Mover, has just said, 1is in keeping
with the measures that we have been
having during the last week one after
another, bringing about a totalitarian
State which seeks to control every-
thing, whether it is limited compantes
or whether it is our liberties or whe-
ther it is our banking institutions. As
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I have said before, the failure of
Government to use the law as it 1s,
the failure of its officials to exercise
caution and to take the steps envisaged
i the previous legislation, are being
used as arguments for getting more
and more power in the hands of the
very same people who have been
found incapable, if not incompetent,
of using the law as it exists, Was
not the Mundhra deal hatched in the
office of the Governor of the Reserve
Bank? Angd this Reserve Bank 1s going
to exercise control over gll these bank-
mg wstitutions n this manner, And
what happened to him? He went on
a bigger job. This 1s the sociabistic
pattern of society that {his country 1s
supposed to look forward to. Will
not the opposite benches stop mis-
leading the country, by these mea-
sures one after another? I hope at
least the people outside will now
realise that what we have been telling
them for the last five years 1s coming
about to be true. Once agamn I must
utter a3 word of warning to some
people who have constructive ideas
and constructive thoughts on the
opposite  benches also. Remember
the old fable of the forest and how
it wag felled Tall trees were being
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felled, and one of the trees said,
“What shall we do about this?” The
wise old tree said, “The treeg can

only be felled if one of us acts as a
handle to the axe.” Let those people
who believe in sound business princi-
pleg think about them, look at what
people—amongst them—say m the
Congress Party office, say at the meet-
ings of the commercial institutions,
whether 1t is the Indian Merchants
Chamber or whether it is the Federa-
tion, say, for the little petty gains—
may be very much in termg of money
—how they manage to get the favour
of the Congress Party and don’t
bother about how much damage it
does to the economy of the country.

Sir, this country used to pride itself
on the manner in which itg credit and
banking used to function; no stamp,
just a word, perhaps a small writing,
used to be honoureq in this country,
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not only inside the country, but 1n
countries overseas, That wag the
type of merchants that we had here,
that history records. How 15 1t that
1t has become necessary to go on tigh-
tening these laws, {0 regiment them
and virtually for Government {o take
over control of all banks, without
calling 1t nationalisation of banks. It
1s 1 keeping with the policy that the
Government has been followmng of
late—about which I have not been
able to convince many reasonable
friends so far—that we are heading
towards a fotalitarian communist
regime that my friend, Mr Bhupesh
Gupta and his friends want to estab-
hish 1n this country, and they are
happy about 1t, while the friends
opposite go on denying it, but they
don’t see the writing on the wall as
to what exacily they are led Iinto
doing. What 1s this if not nationa-
hisation of banks? Your officer 1s going
to exercise control—he may do any
thing—not only with banks, but allk
financial institutions. I am afraid I
have not completely followed the httle
clarification that the Minister made in
has speech about accepting some verbal
amendment there, and I do not know
whether this has really effected any
change,
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SHrr B. R. BHAGAT: I did not say
“verbal amendment”,

SHrr C. D. PANDE (Uttar Pradesh):
Firmg up to one lakh of rupees of
capital will be exempt from this law.

SHRt DAHYABHAI V PATEL: I do
not know how far that goes to help
because, under the present circum-
stances, what 1s one lakh of rupees?
This country 1s suffering from several
handicaps. The difficulty of people,
of institutions, of commercial institu-
tions—apart from the losses that the
Government i making—is heightened
by the inflation that Government has
caused, whereby money hag lost its
value., Therefore what is the exemp-
tion of one lakh of rupees and what
can you do in one lakh of rupees?

¥
¥
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I believe the existing powers are
sufficiently wide. These powers are
too drastic, too vast, and unfettered
authority is being given to the Re-
serve Bank. Have the existing powers
of inspection, supervision and con-
trol as well ag of the appointing of
observers to observe the running of
banks been sufficiently utilised? The
Minister has not made cut a case that
these powers were utilised and were
not enough and therefore he is asking
for more powers. Therefore the case
itself is weak except if it be—as I
say-——that he wants to introduce
nationalisation of banks by the back
door, Credit institutions would be
completely thrown out of gear if any
of the drastic powers, particularly
under clauses 9, 13, 18, etc, are
brought into play. All banks, on the
slightest pretext or excuse, would be
thrown at the absolute mercy of the
Reserve Bank, and it is fundamental-
ly incorrect and injurious to the
economic structure of the .land to
divest law courts of all rights regard-
ing safeguarding the interest of corpo-
rations as well as of individuals.
These are the fundamental objections
1o the measure.
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Then there are many clauses in it
which need consideration. Let me
refer to clause 11. Many of the sound
companies, whose Chairmen may be
common occasionally, borrow monies
from banking companies. This is a
common practice observed to tide gver
difficulties by banks. Perhaps a cer-
tain bank has to finance a certain
transaction or, in a certain season,
needs more money to finance a type of
business, which 1t takes from another
bank, and there is a sort of mutual
co-operation and help between them.
This fruitful avenue of lending will
be checked and thereby banking busi-
ness will be impeded, If one solitary
bad instance of this type has occurred,
there is no need for such amendments,
Other powers already in existence will
be able to check such evil, if at all
there is any such evil. Now loock at
elause 12, Quite often in order to
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avoid unnecessary and costly litiga-
tions, arrangemenfs or compromises
are made by banks with public limit-
ed companies which may have com-
mon directors. There is no valid
excuse for preventing such compro-
mises which may have the support of
the board of a bank,
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In clause 13 vague words like
“public interest” need to be specified
and defined also. The words “other
relevant particulars” should be ex-
plicitly made known. When we are
making a law, the Government should
at least make this clear and they
should be specific in their wording,
Such vague and loose phraseology is
not the correct form of legislation,
particularly when it is conerning busi-
ness, ,

Look at clause 17. Adding words
“or employee” will lead to dual con-
trol and vest unnecessary authority
and interference which may smell of
nepotism as also political harassment
occasionally. Sir, have we not heard
of Union employees carrying away
papers, creating a lot of difficulties
for institutions? Have we not heard
of caseg of employees taking away
correspondence, records and black-
mailing their employers on these
accounts? Is it the intention of the
Government to encourage such people?

Look at clause 36AA. It is very
difficult to understand how public
interest can be safeguarded through
this authority. It is relevant to point
out that such an interference would
be against the basic concept of a pub-
lic corporation functioning within its
own legitimate bounds.

Coming to clause 36AA(2), the pro-
viso is a contradiction of sub-clause
(2) and appears unprecedented. This
whole clause 36AA is somewhat of a
nature which would create g special
class of directors enjoying all pri-
vileges, including the right to spy and
interfere unnecessarily and even pre-
sume to be super-directors. Their
responsibilities, qualifications, liabili-
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ties and functions ought t{o be more
clearly defined. Even where an ob-
server has been put asg prescribed
under the present law, his functions
and responsibilities are defined more
closely. Ensuring equality with direc-~
tors who have to face the shareholders
from time to time and who depend on
the goodwill as well as the solid duty
performed in the interest of all parties
concerned with banks and banking
would be unfair. This new set-up of
directors could almost be called
“stakeless representatives” which is
somethins unusval and unwarranted.
Having the right for appointing five
such stakeless representatives would
make functioning impossible. This
right could be used and is in vogue
only in totalitarian countries and
would act against the basic principle
of democracy as well as the right to
own private property. It vitiates the
basic concept ensured under our
Constitution. But, as 1 said, during
the whole of the last week we are
seeing measures one .after another
which are taking us headlong to com-
munism and here is one more,
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The stakeless representatives appear
to be responsible to none, owing alle-
giance only to Government and en-
sured of perpetuity of appointment
subject to the whims and vicissitudes
of the political party in power, to
whose tunes these stakeless represen-
tativeg would dance, It is well known
how defeated political candidates and
others could be ensured such positions,
“We have known of defeated candi-
dates being foisted on to many places
under the Congress regime whether it
is Vice-Chancellors of universities or
chairmen of big corporations. Is it
the idea of the Government to provide
one more berth for their defeated
candidates? Perhaps Deputy Minis-
ters would take control of them by
such power, At least to show Gov-
ernment’s bona fides, such represen-
tatives should not be remunerated on
the same basis as the other directors
out of shareholders’ and depositors’
funds, but should be regarded as em-
ployees of the State Tirtanmiaell it
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is well known how even the so-called
elected representativeg of the policy-
holders in the old Life Insurance Com-
panies became nominees of political
parties and utilised their authority
not in the larger interests of either
the stock-holders or the policyholders,
They were nominated because they
had political pull, not as in the case
of the old life insurance companies
where they were really elected re-
presentatives of the policy-holders.
Their contribution to the progress and
prosperity of the institutions is also a
historical fact and if it is intended
that such and similar role will be
played through these vas{ powers, it
is better that an honest State comes
out straightforwardly and explains its
ultimate objective of appointing these
officers who are more or less its
nominees and for their continuance
in office over a period of years. The
Constitution even protects certain high
officials like the Auditor-General of
India, Advocate General of India from
being tools of politicians and political
parties.
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Hence, it is all the more important
that in the interest of private property
and corporationg if they are to be
continued in India, such vast powers

to semi-Government institutions
should not be given.

Mr. Vice-Chairman, in this very
House questions have been asked

about the doings of the Bank of China,
Thig Government has tried to avoid
the issue repeatedly. A Minister in
the West Bengal Government, a res-
ponsible person makes statements.
They are refuted, denied in this
House, and this Government is asking
for more power whether it is under
the Defence of Indiz Rules, whether
it is under the Preventive Detention
Act or a simple measure like the
Banking Companies Act. How can
any thinking person agree to give such
powers when ' this Government has
failed to use the powerg that exist
properly and in the interest of the
Qtata leav~ jlone the banking com-
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panies or the institutions that this
Government professes to protect?
Have we not heard of what happen-
ed, how money came out of the Bank
of China episode? Where did this
Government go, what did they do and
what were the people in the Reserve
Bank doing all this time when all
this was going on? If it is the inten-
tion of this Government to make us a
Communist State, the easiest thing
would be to scrap the Constitution;
put Mr, Jawaharlal Nehru and Mr.
Krishna Menon in charge of the whole
country if that is the idea. Why go
on misleading people in this manner?
(Interruptions) Yes, they are.
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Sur: C. D. PANDE: No, no, they
are not,

Smrr N. M, LINGAM (Madras):
Why not you yourself? s

SErRr DAHYABHAI V. PATEL:
When the time comes, they will be
confronted by Mr. Bhupesh Gupta,

Some Hon. MEMBERS: No, no.

Serr DAHYABHAI V. PATEL: You
are making it convenient for them.
You allowed them to stage a demons-
tration, I think it wag last September.
They have shown you how law and
order would cease to exist when they
hold a rally here. Then, you have
given them the instrument of the pre-
ventive detention. Therefore you are
giving them the instrument of these
powers so that it will be the easiest
thing for them to take over and
capture all power, whether it ig politi-
cal power, financial power, etc, to
establish g totalitarian regime, whe-
ther you like to call it Communism or
otherwise, This Government is pre-
paring the ground by all the measures
that have been taken nparticularly
during the last week, Do the Mem-

bers of the Congress Party want that
o be done?

Somz HoN. MEMBERS: No.
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Surt DAHYABHAI V. PATEL: If

you are not, then wake up, do not act
like the piece of wood that comes
from the tree in the forest and acts
ag the handle for the axe that cuts
down the forest. That is what I say,
with due respect, that many Members
in the business community and the
Congress Party are today doing.
Therefore I oppose thig measure.

THE VICE-CHAIRMAN (SHrRI M. P.
BHARGAVA): 1 have a very large
number of speakers before me. So 1
would request hon. Members to be
brief and to limit their remarks to
ten minutes,

Surt N, M. LINGAM: Mr. Vice-
Chairman, Sir, it is unfortunate that
the hon, friend who preceded me has
imported political considerations inte
this purely economic question. I do
not propose to rebut him on the stand
he has taken on political grounds but
he began criticising the Bill on the
ground that the provisions were
sweeping and draconian and that it
was paving the way for a totalitarian
economy, if not a totalitarian State,
I would only humbly invite my
friend’s attention to the leading article
in the “Financial Times” of yesterday
which is the mouth-piece of
big business in the country where it
wholeheartedly welcomes the provi-
sions of this measure. It is, if any-
thing, more representative of the
interests directly concerned with the
banks and when these interests are
thankful to the Finance Minister for
having brought in guch g measure, I
do not think that the bogies raised by
the hon, friend neeq serious consi-
deration. The question is very simple,
As the mover put it, we have to
consider whether the time has come
for regulating the functioning of com-
mercial bankg in a manner which will
conduce to the welfare of the State
and the Bill is an aftempt on the part
of the Government to take powers to
regulate the working of these banks,
If T may do so, I would say that the
promptings of the Government are
not merely the need to regulate the
functioning of these banks towards
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defined objectives but also their ex-
perience of the working of commercial
banks in the last few years since the
original Act was passed, when a
large number of depositors also were
hit hard by the failure of banks.
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So the Government came with the
Deposit Insurance Act but that did
not solve the problem completely.
The Government wanted powers to
prevent the abuse of their position by
the directors of the banks. So it was
probably the experience of the work-
ing of these institutions, namely, the
commercial banks in the country,
that prompted the Government to
bring forward this measure; and these
provisions in the Bill are good as far
as they go. But the point is, whether
they go sufficiently far. Objection
hag been taken, for instance by the
hon. Member opposite, to curbs on
loans being given to directors. 1
would ask the House to realise that
the amount of loans given by the
banks to their directors in 1955
amounted to Rs. 67:43 crores and in
1962 it amounted to Rs. 197°43 crores.
By all accounts these are very large
sums and wunless the Government
empowers the Reserve Bank to have
conirol over these transactions, we
will be heading towards economic
disaster. The advances made to com-
panies by these banking institutions
during 1961 amounted to Rs. 58'26
crores. So huge advances are being
made to companieg in which the direc-
torg are interested or to directors
directly. In other words large sums
of the shareholders’ money and
deposits are being directed to the
benefit of companies in which a small
number of directors are directly or
indirectly interested. This measure
seeks {0 regulate these advances. Tt
ig disappointing that it does not seek
to break the concentration of economic
power which the Finance Minister
promised while speaking on the
nationalisation of commercial banks
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in the Lok Sabha in September 1063.
He said then:
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“The banking laws would be
amended to the extent necessary
for reducing the concentration of
economic power or the control of
banks by business houses and
groups for undesirable purposes.”

I would like to ask the Minister
for Economic Co-ordination how these
provisions enabled the reduction of
concentration of economic power. It
is true that they seek to regulate by
controlling the operations of com-
mercial banks. They do not by any
stretch of imagination, seek to reduce
the monoply of economic power of

these banking institutions.
3 p.M, The hon. Minister also refer-

red to the large amount of
unaccounted money and also to the
existence of non-banking institutions
receiving deposits. It is true that the
Bill seeks to empower the Reserve
Bank to regulate this state of affairs
by imposing conditions and by giving
directives to these non-banking insti-
tutions, regarding the receipt of
deposits. But the objective seems to
be only to enable the Government to
determine the monetary and credit
policy more precisely for the country,
because this is a sector about which
the Government at present is com-
pletely in the dark. The non-banking
institutions will only be directed by
the measure before us. The Govern-
ment does not seek to prohibit the
receipt of deposits by them. It is only
concerned about the high rate of
interest for these deposits and the
unknown quantity which goes into
these channels, It does not seek to
protect these deposits. I would like
to ask the hon, Minister why the Gov-
ernment does not avail of the oppor-
tunity provided by this Bill to gseek to
protect the interests of the depositors
algo, unless it be the intention of the
Government to prohibit the receipt
of deposits by this non-banking sector
completely. I would also like to
know from the hon. Minister how this
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measure would enable the Govern-
ment to tap the unaccounted money
to which he referred.
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Surt C. D. PANDE: This is only
one measure. They will have others.

Ssrt N, M. LINGAM: What are
those other measures? What are the
other measures that the Government
is envisaging? When are they going
to bring forward those measures
before the House? To me, from a
scrutiny of the provisions of this Bill
it is clear that the Government is only
just feeling its way to have a clear
grasp of the forces in the economic
geld in the country. They do not
have any idea of the unaccounted
money that they seek to direct
towards economic development. How
can they do that when they do not
know what precisely is this amount
and how it functions?

Surr N. M, ANWAR (Madras):
Would you suggest a commission for
that?

Surt N. M. LINGAM: That is not
my purpose now. Their intention
seems to be to direct the deposits in
these commercial banks along desired
channels, namely, to increase the rate
of economic growth, by diverting
them along channels which accord
with the scheme of priorities envisag-
ed in the Plan. How this Bill will
achieve that purpose, I do not know
and I would be happy and the House
would be grateful if the hon. Minis-
ter will consider these things and tell
us how this measure will enable the
Government to divert these resources,
these deposits in thesc banks, along
channels which they consider neces-
sary. Sir, in the past, it has been our
experience that the investments in
these companies and banking con-
cerns were not looked into carefully
by the Government, with the result
that during the Plan period, these
investments were made on a number
of unimportant ventures, like the pro-
duction of rayons, refrigerators and
in stock exchanges and so on. Thus
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the investments by these companies
did not conduce to productivity in the
country in essential fields. There-
fore, looked at from all these angles,
from the angle of diversion of the
investments along desirable channels,
or for bringing economic develop-
ment, or for tapping the unaccounted
money, I for one, am not able to see
any definite indication that these pro-
visions are going to achieve the objec-
tives proclaimed by the Government.
The result is that I do not see and I
do not appreciate fully the philosophy
behind this measure, the philosophy
that is sought to be hampered by the
measures introduced in this session,
along with the Unit Trust Bill, The
Companies Bill, for putting our eco-
nomy in better shape.
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As regards the provisions them-
selves, as I said at the outset, nobody
can take exception to them. There
is power for removal of the Director,
given to the Reserve Bank. And the
Reserve Bank has power to appoint
its own people also. These things are
the result of the experience gained
by the failure of some of the commer-
cial banks and the dealings that the
Reserve Bank has had with them.
Because the Reserve Bank could not
appoint these Directors and the matter
got involved in courts of law and so
these things are consequential to the
court verdicts and other developments
that arose as a result of the bank
failures. I would only urge upon the
Government to be more precise in it
thinking, to make its economic philo-
sophy more clear. If it is intended
to stop short of nationalisation, then
it is neither here nor there and in the
present set-up of our country these
institutions are essentially within the
capital structure and for ensuring that

the resources are put to the best
advantage, you have to alter the
whole structure. So I think, the

intention seems to be to go as far ag
it is possible to go in the present set-
up. But I am not able to believe that
the Government is acting with vision
or clarity on this question. As for
the measure itself, it is a simple one
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and I have no serious objection to it. '

Thank you.

Serr G. 8. PATHAK (Uttar Pra-
desh): Mr. Vice-Chairman, I support
this Bill and 1t appears to me that
this Bill marks a further advance in
the progressive control of the banks
by the Government and by the
Reserve Bank on behalf of the Gov-
ernment. Banking companies are
prohibited from making insecure loans
to directors or to concerns in which
the directors are interested, and
power is given to the Reserve Bank
to remove the directors and to remove
even the employees, and to appoint
employees or directors in their place.
The Reserve Bank has also got power
to appoint additiona] directors and
the voting power which was reduced
to prevent concentration of power in
the hands of those who had a large
number of shares and which was cur-
tailed to 5 per cent. in the Banking
Campanies Act, has now been reduc-
ed to 1 per cent. Therefore, those
who have large shareholdings cannot
now enjoy power in accordance with
the amount of their shareholding.
Whatever their shareholding may be,
one per cent, of the total shares is the
power of voting that belongs to them.
I welcome, Sir, all these provisions
in the interests of control of economic
power,

Now, Sir, I want a little clarification
from the hon. Minister on one point,
clause 7 of the Bill on page 7.
Clause 7 (1) says:

“7(1) No company other than a
banking company shall use as part
of its name any of the words ‘bank’,
‘banker’ or ‘banking’ and no company
shall carry on the business of bank-
ing in India unless it uses as part

of its name at least one of such
words.”
Now, the doubt that arises in my

mind is with regard to sub-clause (2)
which says:

“(2) No firm, individual or group
of individuals shall, for the purpose
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of carrying on any business, use as
part of its or his name any of the
words ‘bank’, ‘banking’ or banking

iR}

company’.
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Can an individual or a firm or group
of individual use the word ‘banker’ if
the idea is to carry on the business of
banking? I am assuming that it is not
the object of this Bill to prevent
banking as an industry or an activity
if it is engaged in by a firm, indivi-
dual or group of individuals. If an
individual wants to carry on his busi-
ness and describes himself as a ‘bank-
er’, as the clause reads he is entitled
to do so but he cannot use the word
‘bank’ or ‘banking’ or ‘banking com-
pany’. I want a little clarification on
this question.

Surr B. R. BHAGAT: That is true;
individuals can carry on.

Surr G. S. PATHAK: But can the
firm call itself ‘bankers’?

SHrRI N. M. LINGAM: He will be
able to comment in the end.

Sarr G. S. PATHAK: I am just
clarifying my question, A firm cannot
call itself a ‘bank’, or a ‘banking
company’ but can call itself a
‘banker’.

Sgrr C. D. PANDE: He wants you
to clarify rather himself doing it.

SHErr G. S. PATHAK: Can a firm,
individual or group of individuals
call themselves banks? I want little
clarification on this,

Sir, it is also gratifying that con-
trol for the first time shall be exercis-
ed on non-banking institutions regard-
ing deposits and other financial institu-
tions. Sir, these are very important
provisions and they serve many pur-
peses and they also serve the pur-
pose of preventing concentration of
wealth if wealth can be increased by
the use of voting power; otherwise,
wealth is shareholding. If you want
to acquire shareholding, then you
have got to acquire it in the same way
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as you can acquire any other form
of wealth but shareholding can only
gsecure to its shareholder the power
of voting and, therefore, power of
control. Sir, this banking question is
a very complex one and when we are
considering the question of banking
or control or nationlisation then we
have got to take into consideration
various aspects and I submit that if
further control is intended or if there
is any nationalisation contemplated in
any shape or form, it would Dbe
better for the Government to appoint
a committee, consider the various
aspects and then proceed. Today it
is not possible for any nation to live
in isolation. Whatever we do here
has got its repercussions, produces its
effect on the economy of the country,
because all the developing countries
in the world today are tied up with
other countries economically in some
shape or form. There is a further
aspect to be considered and that is
this: If you want to exercise control
or to nationalise, then you have got
to consider whether you will natio-
nalise a few big companies or small
companies and private bankers also?
In the country at the present moment,
there are many private individuals,
e.g., the Chettiars in Madras, If you
do it piecemeal, then we have got to
take that factor into consideration in
considerable detail. We have also got
to take into consideration the ques-
tion of the effect on foreign banks.
There are here French  Banks,
Japanese Banks and there is also the
question of international goodwill
and the effect on our economy in
general. Therefore, Sir, I am not
opposing nationalisation in case
nationalisation is in the public
interest, is im the interests of the
nation and is done in a manner which
is not harmful to individual interests
also. Of course, individual’s interests
have to be sacrificed if the national
interest demands it but the point is
that this is a complex problem. Iis
effects on various aspects of national
life have to be taken into considera-
tion and before we launch on further
steps in this direction, in my submis-
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sion, there should be a thorough prob-
ing into this matter.

sifameeaTe AeTeEsT Srchyar
(wem w3W) : IqAWTEAE WEYEW, WAV
ag I ar (Faedrfrre sifawa)
faer smar & Sa% q99 & 7€ fragw
fF ag fafaae § fv gok 3w o =€
oY Segn g % 0% o & oY
FgT FW AT 9T TOAT TAT FW &
Y agq ST S 9T T9Ar /| §
AT AT § 3qF FOT agA HAITAT
AT grr & | 07 IIEw FE @ #
o & A gEi faeeft wge § & =€
FIEARES FTIOREEE AT HrEATT
FrOANT § N EEAGIRIS 97 Hred
T & HR =TS 3@ SwiaT arar &
HreT AT FY FST ATHEAT G qT oy
TR AT ML & Qi F G
T & 1 agd o« Q% A § ot £Ar-
T Y P E Py R X E
TR TS &7 7P AT 7D § |
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=} famergw AeAraTe atcfyar :
G ¥ | WA G380 A A Ay
f5 v & 1 3T F o2 oi@ aofed
T A gArT § F 3 QR § far
g 7 § oA, ar 3@H fF w5 o
A & fr Y $weer ¥ Fw o F E
o % G A oW § o SEAET & F
F &, T SR WA T E,
“wf1E” F § ar frodaeT § e
¥ | @ o wEwE 41 fF gAY e
raeqT 9% frEFwr g0 A1 fagar &y
gfz & 39 wfodg ST 9T T | ag a7
2% ¢ & 1 w7 g ufaey w2y @8y
guT TS ¥ o B aREI & & F
ag e fawew oF maws 5§ &
T Y IER qETT F &7 frer #
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T 5T AL, 3T Soff g9 AT A WA
TAT AAYIF § |

w7 g9 faw o =y ag & fr
Frafrgi AN SEF TFREH W
IRT— eI ® F [HTET T
FAT AR § e T qv =gt @A o
@A §, AT w1 gE ThA 9 AT =
TgA FW §, gl | gt om0
HEAAEAT AW ATl # & ¥, T
HATET OF I § WIEHT A T
fr aseam § nF FIE FEET o 5
A F A, a7 IT TIH TRy
AT w1 g wwdw famr 5 omw am
A AT FA HX WIET ALY 7 O
FH AR A TRy, wWosms fe
ST | AT A T o T qede
. A S Ml ¥ 39 T 89T 37T, 37 AR
¥ o 39§79 3 9T OF gHIT 697 frer
SrAd, Q8T 99y 5 9% FToaw Qv
& | A I wrEAfeEdE § o dEr g
FT I WA AR T FF AT garR
Tgt FE AT g 5 A F oA qd
AT q¥ A W, 99 IF gAT A
At WT € 79 qF AT T T
AT TFAT A §F A ¥ 7 gt ¥
goar &< @l & qar fF e o
g O A oF e, AT gEn
foam =g frm e @9 &, o
FR &t a¥ f5 AW 1 T 3T F3FTC
¥ FE U FRT W O ) WA
ATA qGIGT AT AT IE §EA g
fafreeT o, 3 g9t f: 0 ot ol
IgF qa W e qvg W wr
oG F IgF AR A B 97 | JAT
7a ag grar @ fF g wae i § suaeqn
N F ST W, 9T SRAr  gElave
FA G 3 9TFT T $B T faw
JE@ § AT IFF ROEEATT HY
oy AT HY Qe FE TN AT giar
FTR AT AN &, ITHFTFB T AT 110
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T FIHT TEAT F a1 H Frer ¥ fogie
gs, wer waw # Foaie gg, faeelY AR
%Y forgT 79T WX 78T & F7E AT TGN
T A A T AAA & Ay 399 e faar
FT, 3791 §g T fer S & A I
g feemT @ %X F AT 1 qET AT
TR & FR TWT TH T & ) TAR A
T off &2 S &, a9 T, g,
AT & FX 7T & FF 48 S aaa
99 ¥ a8 AT 1 s AfwT e
AT RE S A A IR
sEife gam g fafaey gea ek
T F § T AT g Y w
FT AT TAAT ag 7E § 9w W ey
FEA FT TS T AG AT A9
TE HA HAAT & fF g o Sl
FfmmFEA F agag 78 W @
foF = Troeidie 39 A S ey
€ 98 3% g § 717 HT WA AG
Sar fF X FoRT T AT ISR
Favar f eI @ A A, 8w
a, gfera 7 3T SaTd S 0K 9 O
T M B TG R T AW FT AHAT
w1 TY Fgr araw g aX 5w
HieTe T | 9= 9% a7 R amar &
g 9T BAE aou Aiw A feee
IEY & 1 g gEETQ FEACE) #T
fea Ao T § AT T¥ F T 3,
few /E} aa § W1 ag SN gara fador
2 g fram @ 9wy wE @
STar 8 1

o MW fag : 7 T & &
T FL TR § | T8 T F T ¥ WLTT
hay & )

st fawegmc AWrETEA
SRfeTr ;W FY T FT WAAS SR
grm | gEfen wraw feaar fa,
feq 7 fear fran, 3@ @19 1 G
g 1 K m F feda ¥ agf S
TEATE | N FER & T g F ary
R FTRET N g F u §
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[EifuCetiahRIEICEIE (RERL|
M T FG &, A g §, o A
siiEl F gy g i g g, F qRA
SATET o F Oy ) Y @ ghe ¥ K
7% fAdaT e =T g 5 o freaa
AGT WA & 94 A% JOF 99 & &,
warfs &1 ©F O9 Far @1 fF A
“FI AT A R & A A S
FT BT AT @ A AR A&
wer & B g A g 9 Tfed, W
Wt oY & A9 | Wy T | W AQ
¥ 5 a0y = & W 59 F A
WY S § AR AT g | 99 aF g
T S{ISr HT Y F7 36 TG FLQ q AR
gw fAw & at § $g F% @%d,
g8 anE A v § | 3w gfie & &
qEAE /A S ¥ greew wwm R
Fag ad F .

v fA F1 gE ARIERE 7
% 5 uF fraaor g gfee & fram s @
f& smr s A fagr S w
N Ay Wi & I9F faoma #9
T qaae Rt g1 at 79F Arar
# sgrr fergm ST HYT IR T THT wAT
¥ sqrer fe@r S1d | W B T AR A
T AT Ay 2 AT 3F | WX qay
T & g R arEd -
T FT G FT AT R 4 oAy
™ TR Y 5 o FE mgde dF ¥
[T AT FAT § TTEAT 9% g Ahyary
T ¥ § AR 99 fewfaeT & #av
JraT & fF g9 W #T & ww dwer
oo N, g9 gk FF ¥ wwr o
FA | TW A A AT ATHAT T
91T a7 T 9 7 7T 97 F37 |
W F1 WA AT IF § T0T I
YT § @ W T AW W wfEey
I 30 5 JY faamm $1F o 35 T
¥ TR T S TR ¥ IR A A
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[T M Y TH O I & faArE
FAAT FHaEr I qw fFw AvE
T o gt @ g W oW aE
[T Freey [T 97 T Frafani woar
TR T &, ST Iv QF & & ¥
R 39 FT 7YAT @ v §, ST avE
¥ AT FH FT 7947 DT FI JEATN
FLAT AT & | T ag ¥ WY FEET
AT § qAIYT FX 3 5T A HY qqeqT
FT @ & o) a@ ¥ M afFr o F
TR FT F gAR A § Ay B faw
daq & fo & Sy #7 w9gr oy @
I Y A AR § ) I AR F g
frnfeat =1 samr sy faear &,
IY BT GHTT FT & WY ST 92 Tfasey
T W E I @R e §F
oR foord §F F IR § a8 FC gFar &
f& & a7 9@ aF 9 T §F &
FIX GIFT Fh1 & FIT AT 5T TE
Sftary e o7 @ & fF F 3w adee
¥ SATRT A TE A G | WY W TE
FT Sfqars @M FT ANT T A
TET R B GH FW F A 9T
T9 R &, a8 FE AH T a9 AH
T A} 1w g wg g wifed
fFroa@EsTg@arn ¥ A IT§ 3|
QT FY ST AT(EF | H 3 AR A T
#1 e fify Tear § fF 3F A
fraar T wmw A & A fraar
T FL 1 T gEE I 3§ ;@Y
¥ eme @it ot =gy fF e
feifore 1 fagar & o e
frar srar afeT i fre & R &
foram e o e oy oA fed
TH 7T FT A=DT AT § AHATG FA M
W7 § eI gAr afEd o
afed gardt v Fr famw AR §
FAT AL & ) W AT AT AT HY
W F7AT AR § AV IF qAE AT FAA
qr fer star =nfed arfs @ et ¥

fodt &r #€ ww T @1 gy
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g 3w oYstar of famae F9@ € )
gEN wgy  FEa @ sefan
] TEFT R HY F99 370
F GATKT FIN &7 AYFA[ 97 dT 8
TEOIFO FI KT Jid AT TN
F &7 M HYT I TR FEAATT
&' qF g9 & fomy smgar ra dw §
TF FEAATHT TEAT | 3319 T9 0T 60
e 2 @ P g welaar W@
TINRG F4 AT 59T FwafTar €
FEETIE F FH FUT | ATHT FTHT
T Y 3N W OFW g 39y
AT &) gy fAarh, §I o, g
FATY &T F 777 | T9 AR FT FHIE-
WA G FT ¥ gEd qr3ac ool
F TG TG FIA AT A
2NINT®YT afe mamma
A mg I ag A ara Fa1 3 g
WHFATITAR AT 7N § 1 T AT 50
F1 3 ¥ fay wew v § afew wrgie
TR F1 gATE FA A o7 Faw §
¥ gz 4Y f93z9 F2 60 3 5 Frn9-
ey | et 937 g T H wAw
AN E N ATTF IFFTHT A0AT,
oE nF gfae F1 ¥ AT, T80 T8 7,
wrziz 74 #1 fagw #wA0 §,
I7 w1 fy3r v, g W1 &7
FAAITT g & s¥ A fasr ww
7w &7 ¥ qw 7 Qfwr 1 5T g
i fF s 5 78 9T F7 3| T
AT FEU 1 I9 K A T GO
A4 g, ag w2 A aft S %
qF = oy I U w3 a7 q%
(Time bell rings.) FT
far daft agmar &€ 7 8 7
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st farmgm Awenast  @v-
fear : A fame AT

Tue VICE-CHAIRMAN (Smrr M.
REDDY): No, no, The

=5t feaaww ARTHTTRY
atefyar . 37 A @ ag viaaey sovmr
MITIF & |

g 1T F 977 © F I H fAazw
FwragaT g 5 3w Fog fear g
f& FY5 FF ooy wISAT IFT AT FHIH
UFE WeRl T TART & FT GFaAT § |
gAR AW W aga & 7 q & sy afe
T3 FHOY U< & 4T fa@ FHT
T 39 B @A &1 WIT FI A
FIT T AN F & I F1 I FAT
-FAAr g1 AR | gafad e
Ffea sy fe @ 7g 5w oavas §
fF a5 9 F T AeF w7 ¥
AT FL | q€ o 77 fefmiaT
A AR FS G W A HAGF
®TH | avE F AL FH OF wre w8
XA T T & AR FT T F40,
n o BT § F 7 SIAA A 7Y
TAE T & HegTT 78 FAIET G-
FIAT W00 | gL AT HFS T YT HTE
T EH AA-37 FT FH FQ 8, Ffqmm
TR FFE Y § AU F1 76 IE
F Aar AT AR A AT | W o
AT ®F ¥ W ARG FT AN FIW
FIMIE RN TEN FE § F@EgE
g1 AT e arad ¥ A § W 56
T Fra & g9l §3FT g T Iy
T ) gTfr wefl F FT WA
a1 & w7 T Fr &F A Foar ok
g AT &)

Tre VICE-CHAIRMAN (Sarr M.
GovinpA REDDY): Two hours are
allotted to this Bill. You have already
taken ten minutes.

Surt AKBAR ALI KHAN (Andhra
Pradesh): Sir, I am sorry I could
not hear the opening speech of the
Minister and other speakers, as I was
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not here. If I repeat, I hope you will
pardon me. 1 look at this measure
which has been brought forward by
the Finance Minister mainly from one
point of view, namely, whether in our
economic system at present banks and
companies which deal with financial
matiers are proceeding on right lines.
When 1 say right lines I mean for
the welfare of the people and for the
objectives which are before this
country. It they are doing it, then
no measure is necessary. If we find
that there is something lacking, then
some measure is necessary. I also
want to say that so far as I and my
Party are concerned we do not go
merely by ideology. We do not want
to do a thing because a certain ideo-
logy demands it. We consider the
whole affair. We consider it in detail,
Keeping in view our big commitments
under democratic socialism, we would
like to see whether a measure is
needed or not needed and whether it
meets the financial and other require-
ments of the country.
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The third thing that I would res-
pectfully submit is that if we consider
nationalisation of banks is necessary
and is for the good of the country—
we have already discussed it in this
House and in the other House—we
will certainly introduce it. But we
will not do it just for the sake of
ideology. That is the point that we
have to bear in mind always. At
present there is a lacuna, loophole,
which gives facilities for the financing
of objects and measures which are
not wholly and solely in the interests
of the country. We have also seen
that some laudable objects had
suffered for want of finance and some
other measures which led to profiteer~
ing and blackmarketing were being
financed. - Having regard to these
facts, the present measure to control
banks is necessary, in order to see
that the deposit is first of all secure.
That is the first condition that a
-depositor wants and it will encourage
people to deposit their money. That
is the main consideration. As you
Xknow, recently even in the United
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Kingdom they have brought forward
an enactment for the security and
safety of the depositors. Having that
in mind, it is necessary that the firms
or business concerns which do not
come strictly at present under the
Banking Companies Act should be
brought under this, by giving more
powers to the Reserve Bank as well
as by making more effective provi-
sions in the Banking Companies Act.
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Another factor which we all find is
the concentration of wealth, as it is
said. I feel to a certain extent it is
true that the rich are becoming richer
and the poor are becoming poorer.
That is a very serious problem for us.
I know it is said that in Americs,
England or Japan they are doing
without nationalisation. I accept that.
To a certain extent that is true. At
the same time, in an under-developed
country, with our huge problems of
poverty and the colonial economy
from which we had suffered, we can-
not wait for long. We have intro-
duced political democracy. People
realise that they have got certain
rights and equal rights, whether he is
the President of the Republic or the
Prime Minister of India or the hum-
blest in the land. They have all equal
rights. When political right is there,
they feel that there is no economic
democracy. They find that there are
thousands and millions of people who
do not have even eight annas per day.
It is a very serious question. In order
to face that question, in order to grap-
ple with that situation, we have to
take all necessary measures, in order
that there is no concentration of
wealth. There should be security for
the depositors and the money should
be advanced to good causes, not so
much of profit but those which bring
facilities and comfort to the people of
the country. That is the criterion, I
think, that the framers of this Bill
have in mind and having that in mind
they have introduced this measure.
For instance, as the law stands today,
it is possible for unsecured loans to
be given to the director and people
who manage the bank. This Bill says
‘No’, in no case unsecured loans will
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be given to them. It has also been
provided that a director, if found act-
ing not in keeping with the policies
which are for the good of the country,
will be removed after an enquiry,
without going into further details.
This measure also provides for this.
In case we find that some effective
steps are to be taken in regard to the
management of a bank or in regard to
the loans that they advance—to put
the maximum and minimum and
several other measures—this Bill also
contemplates that. It is not nationali-
sation. At the same time, it goes in
the direction in which we want the
best utilisation of the money of the
country for the good of the country.
As 1 just mentioned, in this we should
not be guided by slogans and shib-
boleths. The main criterion will be,
whether we can bring about facili-
ties, in other words, economic demo-
cracy in our country as early as possi-
ble. For that purpose, of course,
control of production and distribution
is necessary. Some control is neces-
sary, but ownership and nationalisa-
tion is not necessary immediately 1
make that distinction. I feel that we
are proceeding in the right direction
and the Bill that has been introduced
by the Finance Minister meets that
very urgent and Iimportant require-
ment.
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With these words, I welcome this
measure and I support the Bill.

Surr R. S, KHANDEKAR (Madhya
Pradesh): Mr. Vice-Chairman, I rise
to support the Bill. Tt seeks to amend
three. Acts of the Government of
India. The first is the Reserve Bank
of India Act, 1934. The second is the
Banking Companies Act, 1949 and the
third is the State Bank of India
(Subsidiary Banks) Act, 1959. The
amendments which are before the
House are all very important and
they have far-reaching effects.

Before I go to the specific provi-
sions of the Bill, I would like to
express my disappointment, as to why
the Government is fighting shy of
bringing forward a still more com-
prehensive  Bill of far-reaching

901 RSD.—5.
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importance for the nationalisation of
all the banking companies. During
the last few days by way of Resolu-
tions and at the time of discussion on
the Companies (Amendment) Bill and
at other times also in both Houses,
there was a good case made out for
the nationalisation of banks in the
country. The time has come now
when we should nationalise all the
banks because the Indian banks have
failed in their duties, so far as their
duties to this country are concerned.
We know that in a developed society
imgportant parl,
in an under-developed country
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but

i like ours there is a tendency for the

banking system to accumulate proper-
ty, to accumulate wealth among them-
selves. There is ample proof and there
are statistics quoted now and then. 1
will not repeat them. I will only men-
tion that there are only twelve banks
which control about 89 per cent. of
the total deposits which amount to
Rs. 2,300 crores. This is a colossal
sum.

Sarr C. D. PANDE: Excluding the
State Bank.

Surr R, S. KHANDEKAR: Yes,
excluding the State Bank. The State
Bank has deposits of about Rs. 300
crores. This is a colossal accumula-
tion of wealth by these agencies. The
Indian banks have failed as a mobi-~
liser of savings, which is their pri-
mary duty. We are now a free nation
for a long time and we have given
ample opportunity to these private
banks to mobilise savings and create
capital for the development of this
country. But our experience is that
they have failed in this task. They
refuse to go to such areas where there
is no likelihood of profit. I will not
be wrong if I say that only 13 per
cent. of the national income is with
the banking system. That means that
they have not been able to collect
capital for the development of this
country. We have adopted socialism
as our goal, and socialism means
reduction of disparities between the
income groups. But we have found,
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and many hon. Members have also
conceded this point, specially the hon.
Member who spoke before me, that
in this economy the rich have grown
richer and the poor have become
poorer still. So these banks have
failed in their primary duty. There
is more concentration of wealth, and
the Government have failed in their
duty to control the spiralling prices,
the profiteering on the part of these
banks. So there is necessity now for
nationalising all the banks in the
country. About 60 lakhs of depositors
who have their deposits in these
banks do not know how their money
is utilisad. This money is utilised
mainly for individual profit or, shall
I say, for their own sake, for their
own benefit, because there are many
instances where even a small bank
pays a very huge amount to its
employees, and various sorts of mal-
practices are indulged in. I will not
be wrong if I submit that not a single
private bank is there which is not
practising this or that sort of mal-
practice or violating this or that sort
of law. So there is great need of
nationalising all these banks and to
break this sort of monopoly which
has been created or this sort of rut.
There is no dynamism. So from this
point of view I welcome this Bill
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Now coming to the Bill, I am not
very hopeful whether these measures,
although they are drastic and sweep-
ing as the hon. Minister has said in
his opening remarks, would be able
to achieve this end. My apprehension
is that the Reserve Bank or the Gov-
ernment of India have failed in their
duty in not controlling these banks.
We have seen that only quite recently
two banks were liquidated and the
lot of the depositors became very
much worse. The Palai Central Bank
was ultimately taken over by the
Reserve Bank. But about the
Lakshmi Bank, I know certain deposi-
tors have lost their entire life’s sav-
ings, and the Government could not
give them any protection. The direc-
tors of that bank after a long time
have been arrested, and the case is
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going on. I do not want to comment
regarding that. But this is only an
instance to show that the Govern-
ment could not fuifil its promise. The
poor depositors could not have their
money. So I have got my own doubts
whether these sweeping powers also
will be properly utilised. However, I
am not of the opinion that if Govern-
ment is not making proper use of its
powers, more powers should not be
given to it. We should ask the Gov-
ernment to use these powers more
drastically and more effectively.
Therefore, in this sense I welcome this
Bill,

4802

Coming to the Bill, I would sub-
mit that Chapter IIIB is most impor-
tant. It gives very wide powers in
respect of non-banking companies
also. Care has to be taken because
Government is now going to control
all such banks which advance loans
to industry, commerce and agricul-
ture also. Our banking system is not
sufficiently developed as yet. There
are many small money-lenders who
advance loans to the agriculturists.
The capital of some of them is more
than one lakh. Exception has been
made in° this law that those firms
whose capital does not exceed Rs, 1
lakh will be exempted. But there
are many sahukars, money-lenders in
villages whose business is more than
this limit. By this enactment it might
so happen that these people would
refuse to pay the agriculturists, and
ultimately agriculture would suffer.
What I want to insist on is that it is
the business of the Reserve Bank to
see that branches of banks are aopened
in villages so that agriculturists may
get the necessary facilities. By this
way only the effectiveness of this Act
will be felt. Otherwise there will be
a catastrophe and the poor agricul-
turists will suffer.

Then I come to Chapter III. In
clause 9 it is said:

“In section 12 of the principal
Act, in sub-section (2), for the
words ‘in excess of five per cent.’,
the words ‘in excess of one per
cent.’ shall be substituted.”
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By this clause there might be a ten-
dency of dispersing the votes. That
means those private shareholders who
have a large capital may divide among
themselves. But Government con-
cerns like the L.I.C. will not be able
to do like this. So there may not be
any fetter on the tactics of these pri-
vate shareholders. So care has to be
taken to see that they do not misuse
this clause.
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Now I come to the most important
clause, that is clause 12. At least I
could not make out anything from it.
Sir, you kindly refer to page 9 of this
Bill which has been passed by the
Lok Sabha and which was very
recently distributed to us. Clause 12
reads like this—I would like the
Minister %o explain to me what he
means by this clause:

“After section 20 of the principal
Act, the following section shall be
inserted namely:—

“20A. (1) Notwithstanding any-
thing to the contrary contained
in section 293 of the Companies
Act, 1956, a banking company
shall not, except with the prior
approval of the Reserve Bank,
under sub-section (1), shall be
final and shall not be—

(a) any of its directors,”—

I think there is some mistake or the
sentence is not complete or the clause
is not made clear. I do not under-
stand what will be final. It is very
bad English, it is no English at all,
Then—

“(b) any firm or company
in which any of its directors is
interested as director, partner,
managing agent or guarantor,
or

(¢) any individual if any of
its directors is his partner or
guarantor.”

(2) Any remission made in con-
travention of the provisions of
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sub-section (1) shall be void and
of no effect.”
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I understand the meaning that the
power of remission of debts should
not be given to the bank without the
permission of the Reserve Bank. But
this clause does not connote this
sense. I would like the Minister to
explain it.

Lastly I would submit that in sec-
tion 36AA, on page 11, there is a sub-
clause to this effect:

“The decision of the Central
Government on such appeal, and
subject thereto, the order made by
the Reserve Bank under sub-
section (1), shall be final and shall
not be called into question in any
court.”

I am entirely opposed to this clause.
Why should the Government take
away the junisdiction wof the court?
Any matter, any dispute, should be
referred to the court ang its decision
should be final. This is not a good
tendency, We are a democracy, we
are observing the rule of law, and
still we are enacting such a law taking
away all the powers of the courts.
Why can’t the fcourts decide any
dispute or issue? This Act gives
sweeping powers to the Government,
the Reserve Bank may remove any
director without any notice. So, to
take away the powers of the court is
not a good precedent and go, I objact
to this clause.

Lastly I would only request that
now the time has come, as I said in
my previous remarks, to nationalise
the banks. Even the ruling party is
in a mood to nationalise all the banks
in the country angd without nationali-
sation, there would not be any dyna-
mism in our economy. So, the Gov-
ernment should not rest content with
bringing forward this sort of Bill.
Let us hope that sooner or later, the
Government will be able to bring
a Bill to nationalise all these banks
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Dr. GOPAL SINGH: I rise to
support this Bill which is further to
amend the Reserve Bank of India Act,
1934, the Banking Companies Act,
1949 ang the State Bank of India
(Subsidiary Banks) Act. 1959.

[THE Vice-CHAIRMAN (Smri M. P.
BuARGAVA) in the Chair.]

Why it has become necessary for
the Government to bring forward
this Bill will be very clear to
anybody who studies the work-
ing of the banking system in
our country at present time.
Some of the facts that have been
given in this House by various
speakers during this debate and
during the debate on the feasibility of
the nationalisation of banks bear re-
petition, Some of the facts that have
been placed before this House and
which I would like to repeat are,
firstly, that the three Five Year Plans
have created concentration of wealth
to such an extent that it has become
necessary for the Government to take
gome measures to check this evil
Secondly, 180 directors of twenty
leading banking companies have
1,640 directorships in wvarious indus-
tries. Thirdly, two-thirds «of the
deposits in seventy gcheduled banks
amounting to Rs. 1,500 crores lie with
the private banks. Fourthly, there is
only a paid-up capital of Rs. 39 crores
which can be paid off any moment
from the reserves of the banks con-
cerned and the banks can be
nationalised, Government has decided
in its wisdom—I do not know why—
not to nationalise the banks imme-
diately. But the fact stands that for
an investment of Rs. 39 crores, the
banking companies have at their dis-
posal Rs. 1,500 crores with which
they can manipulate and influence
the econcmy of the entire country.
Fifthly, there are large amounts of
money unaccounted for and the hon.
Finance Minister has suggested that it
is Rs. 1,000 crores which are unaccount-
ed tor. They are most probably lying
in the lockers of the various banks.
Sixthly, there has been tax-evasion on
a large scale, and it is estimated on a
wery modest scale that it should be not
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less than Rs. 200 croreg every year.
Foreign exchange regulations are
flouted very often, and only recently
we read about the case of a foreign
company, being involved and also a
foreign bank, being involved in this
sort of scandal. Our Plans have creat-
ed not only an accumulation of wealth
in a few hands but have also made the
poor poorer, as Shri Akbar Ali Khan
very rightly pointed out. The small-
gcale  industries have mnot been
advanceq any money by the private
banks, and it is mostly the State
Bank which came into being recently
that hag made 98 per cent of the
advances to the small-scale industries,
It has also been placed before this
House by several speakers that during
the year 1962, about Rs. 200 crores
were advanced to the companies in
wvhich the directors were directly in-
volved or interested,
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Now, with all this before us, it
belcomes rather ridiculous for anybody
to stang in defence of private bank-
ing. In a country like ourg which has
inherited a colonial economy, it is but
proper that we take steps right now
to eradicate the economic ills that are
inherent in an under-developed econo-
my. Speaking about our capitalism
ang the American capitalism, Mr,
Chester Bowles, the present Ambassa-
dor of America to this country, wrote
in his book calleq ‘The Ambassador’s
Report’ that whereas the Indian capita-
list creates scarcity conditions in
order to reap a rich harvest, the
American capitalist creates more and
sells it cheaper in order to harvest
overall richer profits,

SHrr C. D. PANDE: Let ug have the
American type. That is better.

Dr. GOPAL SINGH: It will not
work with the Indian capitalists. In
a country where you cannot get even
good milk unlesg there is a Govern-
ment-sponsored dairy as in Delhi or
Bombay and where you cannot get
even poison unadulterated, in that
couniry, to speak in defence of the
private sector seems to me Tather
ridiculous and superfluous,
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SHrr C. D, PANDE:; Private sector
as a whole or banking only?
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SHrr N. M. LINGAM: We are con-
oserned with banking now,

Dr. GOPAL SINGH: I am dealing
with banking only at the present
moment, People like Shri Dahyabhai
Patel have stood up in thig House in
defence of private banks on the plea
that otherwise, individual freedom will
be jeopardised. To them my answer
will be that it is much better that we
do not take into consideration the
interest of a few hundred monopolists
who control the banks and who do
wot look to the needs of the large
masses of people whom this Govern-
ment has to govern. It is too late in
the day now to plead the cause of a
limited coterie of people who, with
the vast finances that the banks give
them, not merely control the banks
but also the economic power, which
economic power not merely controls
the food industry, the cloth industry,
the cement industry, the steel industry
and all sorts of things but also the
type of newspapers which corrupt
public taste every morning in the
name of democracy ang freedom.
Therefore, to leave the sources of
credit to the tender mercies of the
people, who are neither the friends of
the Government, nor of themselves,
nor of the people, will be to betray
the trust that the people have reposed
in the Congress Government during
the last sixteen years.

People have suggested from the
opposition side that there is a good
deal of corruption in the Government
and that therefore it is much better
to fight that corruption amongst the
officialdom rather than to regulate
the banks, or such like enterprises. 1
would reply to such critics that cor-
ruption becomes possible only when
there is a corrupter, and a person can
corrupt only if he has the means to
corrupt, and he corrupts in his own
interest ang not in the interest of the
person corrupted. If a person goes to
an official and asks for a licence or
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a permit and offers him a bait of a
lakh of rupees, (Interruptions) he
does so because he would be reaping
a far larger dividend, and not because
it would be in the interest of the offi-
cer concerned whom he corrupts.
Therefore, 1f you want to end
corruption, if you want to end mono-
polies, if you want to end the corrup-
ting overall atmosphere in this coun-
try, if you want to help the ninety-fivg
per cent of the people who are poor,
and not merely the five per cent of
the people who have all the wealth
of the country concentrated in their
hands, if you really want to birng in
socialism, the type of democratic
socialism to which we are committed—
and socialism does not mean leaving
the monopolists alone, leaving the
banks alone, leaving the general
insurance companies alone and leav~
ing the sources of credit and exchange
alone—then, without money, without
having all the resources that this
country can command in the hands
of the public gector, in the hands of the
Government, no  social change is
possible.  Therefore, to whatever ex-
tent thig Bill goes, I support it. But
1 would suggest and recommend to the
Finance Minister that he brings forth
very soon a Bill, as soon as it is con-
venient to him and to his Govern-

ment, to nationalise all banksg and
credit companies,

Thank you.

Surr BHUPESH GUPTA (West

Bengal): Mr. Vice-Chairman, I am
very happy that many hon. Members
from the opposite side have spoken
in favour of nationalisation, ang it is
also encouraging to read in the news-
paper that the matter is being
seriously considered within the ruling
party, because the decision will ulti-
mately have to be taken by the party
in power, and I do hope that this
decision in favour of nationalisation
will be taken, because that is what
exactly is needed at the moment, not
merely tinkering with the problem,

Before 1 deal with some aspects of
thig Bill, may I touch on a very

+
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favourite theme of our friend, Shri
Dahyabhai Patel, about the Bank of
China? He said things ag if the Bank
of China is giving money to some
parties here and that the Government
is doing nothing. Today, again he
returned io this subject. It iz very
interesting that he never forgets fan-
tastic fabrications. Now I want to
nail down what I consider to be a
fabrication and it will be proved here,
on the floor of this House, that it was
a fabrication. It is unfortunate that
a responsible leader of a party should
be indulging in this kind of anti-
communism,.
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On the 20th of November this year
he put a Starred Question to the
Finance Minister, and the question
was:

“Will the Minister of Finance be
pleased to state whether Govern-
ment have received the reports of
the investigationg into the affairs of
the Bank of China?”

And the hon. Minister—then Mr.
Bhagat—answered:

“The investigation is still in pro-
gress, but it is hoped that it will be
completed in the near future.”

Well, we have no quarrel with the
answer. Then Mr. Dahyabhai Patel,
by way of supplementary, asked him
—1 am reading his language:

“May I know, Sir, whether the
Government of India have enquired
into the allegation, or, shall I say,
the information supplied to the West
Bengal Assembly by their Finance
Minister and Home Minister that a
number of members of a certain
party had large accounts with the
Bank of China and that a loan of
some Rs. 40 lakhs was given to a
certain party from the Bank of
China, and how these moneys came
into this Bank?”

This is what he asked. I protested
here by putting a question to the hon.

Minister:
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“Is the hon, Minister aware that
no such blatant statenient had been
made in the West Bengal Assembly
by any responsible Minister and
that certain kite-flying slories are
spread, sometimes outside, which
are disowned by the Chief Ministar?
Is the hon. Minister aware of such
things? The hon. Minister should
know such things in order to put a
stop to this sort of propaganda or
intended propaganda—I da not know
what it is.” ‘Therefore I would like
to suggest that if there is any such
thing in his possession, he can bring
it anq place it on the Table of the
House—I am all in favour of it—and
if there is none, he should deny it.”
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And this is what I said. I challenge
what Mr. Dahyabhai Patel said here.

Sart ARJUN ARORA (Uttar Pra-

desh): You are charging him in
absentia. _
Surt BHUPESH GUPTA:  After

that-—that wag on the 20th of Novem-
ber—immediately, on the next day, I
got in touch with the West Bengal
Assembly through a member of our
party there, And he wrote a letter to
the Secretary of the West Bengal
Assembly to find out exactly what
the Minister said. Now I have been
supplied, through a Member of the
West Bengal Assembly belonging 1o
our party, with an extract from the
unrevised proceedings of the meeting
of that Assembly held on 16-12-63. It
wag an extract supplied to him—he
does not sign, naturally—by the
Secretary, Mr. P. Roy, of the West’
Bengal Legislative Assembly, and here
is what exactly was said by the Secre-
tary, West Bengal Assembly, in that
extract: It was in reply to a question
put by some friend of anti-communism
calling attention to matters of urgent
public importance; this is the latest on
the subject. And this is what the
Chief Minister said in reply. This is
from the proceedings, everything from
the proceedings which were supplied
by the West Bengal Assembly secreta-
riatk,
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“The Hon'ble Prafulla Chandra
Sen: With regard to the calling
attention notice of Shri Kashi Kanta
Maitra regarding the transactions of
the Bank of China, I have to make
the following statement: We cannot
possibly disclose in the House the
nature of the transactions of the
Bank of China. The State Govern-
ment hag no access to the Bank of
China’s records and accounts. In
pursuance of certain proceerlings in
the Calcutta High Court, the Bank
of China has been placed in charge
of an official liquidator. In the
absence of access to the Bank’s re-
cords and accounts it will not be
possible for the State Government to
say anything about the nature of the
Bank’s transactions in the past.”

Sgrr JOSEPH MATHEN (Kerala):
Does the hon. Member advocate the
cause of the Bank of China?

Suri C. D. PANDE: He is speaking
for China,

Surr JOSEPH MATHEN: Are you
speaking for the Bank of China, or for
China?

Srrr C. D. PANDE: For China,
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surt BHUPESH GUPTA: I am just
dealing, by the way, with this point,
because he mentioned it, and it is quite
clear from what I have brought to your
notice, Mr. Vice-Chairman, that this
question was put on the 20th of Nov-
ember with a view to indulging in his
usual anti-communism ang maligning
the Communist Party. Today again
the subject was brought to the motice
of the House with the object of only
maligning the Communist Party. 1
have got here the latest statement on
the subject by the Chief Minister of
West Bengal, which shows that every-
thing Mr. Dahyabhai Patel was saying
was nothing but fabrication—may be
he has got it from the ‘Current’ or some
other paper. But certainly the Chief
Minigter of West Bengal does not say
such a thing and is not in a position
to say anything of the sort. Now I
leave it at that. I was asking him to
be present in the House because I took
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a little trouble to get the whole thing
from West Bengal. Unfortunately he
1s nol there. Anyhow, in future at
least, the Swatantra Party, or any
other party, when it indulges in anti-
communism, should take a little pains
to study things. Attack the party by
all means, but on the basis of truth—
not in this manner, as was done in this
particular case.
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Now I am coming to this aspect and
I must say here that our big business
press flashed that question put by Mr.
Dahyabhai Patel on that day—on the
920th of November—because the ques-
tion hag an edge against the Com-
munist Party. I would wait till to-
morrow whether the contradiction by
the Chief Minister is also put in the
big business press. Well, if they don't,
then I shall bring it to your notice as
a matter of unfair reporting with @
view to maligning our party, and the
press—some press—naturally, when
they report such a $hing, should be
objective in this matter.

syrr LOKANATH MISRA (Orissa):
May I know, Sir, if it is not a fact that
the Deputy Minister in the West
Benigal Assembly made a stateme.nt
saying that a leading lady Communist
was receiving an amount to the tune of
about Rs. 7 lakhs every year from the
Bank of China?

ggrr BHUPESH GUPTA: You see,
Mr. Vice-Chairman, 1 cannot help the
Swatanira Party in this matter. They
study anything. They leave
everything to be studieg by Mr
Masani, Themselves they will not do
anything, Now precisely 1 asked for
all the meferences whether any such
thing was there. The Secretary of.the
West Bengal Government looked into
this thing and never
of the kind that he has made.
you come to West Bengal? I will take
you there to the Assembly House. You
can look into it yourself Therefore. 1
can leave it at that. 1 ask you to g0
through the proceedings, find out all
the references whether there is any
reference at any time to sulbstantiate
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what Mr, Patel said. The answer wag
“No”. And whatever was given I have
given. All sorts of things have been
said by him. Probably you read the
‘Current’.
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SHrt LOKANATH MISRA: I read it
in a Maharashtra paper.

Serr BHUPESH GUPTA: I leave it
at that. (Time bell rings.) I have
not come to the Bill yet.

The last day I was waiting for an
opportunity to expose, what is called,
a lie—I am not saying that anybody hasg
told a lie—Mr. Vice-Chairman, today
in his speech he attacked the Congres«
Party saying that the Congresg Party
ie going Communist. There should be
some sense of proportion. You see, I
should very much like the Congress to
go Communist; I should welcome it,
But it is absurd to say that the
Congress Party is going Communist
whenever a proposal of this kind is
brought before the House. 1 may tell
Mr, Dahyabhai Patel that if he studies
Communism, he will understand that
communism does not come by amend-
ing the Reserve Bank Act. It comes
through social revolution, transfer of
power from one class to another, by
setting up another form of State, not
by amending the Reserve Bank Act.

Sgrt SHEEL BHADRA YAJEERE
(Bihar): Is there communism in Soviet
Russia or is it socialism?

Sarr BHUPESH GUPTA: You do not
get angry. I am telling him.

Sgrr JOSEPH MATHEN: Com-
munism comes by suppressing funda-
mental rights.

Sarr BHUPESH GUPTA: I wonder
why the hon. Member does not seek
his place here by the side of Mr.
Dahyabhai Patel. This is one of the
wonders. Hig honoured place is on
our side, by the side of Mr. Dahyabhai
Patel
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Now, this is not at all the proposi-
tion. Communism or no communism,
bankg are nationalised in certain situa-
tions even under capitalism. Ang in
fact there are many capitalist countries
where we have got the bankg national-
ised. Therefore, let us not bring in
ideological issues in this manner to-
confuse the problem that we are facing
today. If we want nationalisation of
banks, we do so in the interest of the
country ag a whole, in the interest of
the Third or the Fourth Five Year
Plan ang in the interest of the con-
ditions that we have set before our-
selves in the Five Year Plans or
otherwise by declaration in Parlia-
ment. That is why we want it. Any-
how, we are waiting for the develop-
ments to take place in the Congress
Party ang we welcome developments
in the Congress Party in this direction
because it is a great comstructive
step that they will be taking when
they nationalise the banking industry
in our country. And I am sure many
Congressmen are playing their part
from their respective positions to
bring about a situation of this kind.
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As far as these banking laws Bill
is concerned, I do not see that we can
go very far. However, I welcome it.
Whatever improvement is there should
be supported and welcomed by us.
Now, as ffar as the management is
concerned, first of all, I can point out
that the powerg of the Reserve Bank,
however great, are not adeguate to
deal with the present banking
industry, controlled by a handful of
people, say, ten or twelve families.
Whatever power you may give they
will be frustrateq because these fami-
lies are in control of vast resources,
which control all the given sectors in
our economy. It is possible for them,
therefore, always to find ways and
means to circumvent even these laws
which we are passing ag indeed they
have been doing. I say again that an
arrangement should be made so that
the big business people are not given
prominent place in the boarg of direc-
tors. That I would like. And you
will be surprised to hear that the
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Goenka family has directors not only
in the three out of the five biggest
banks but also on the Board of Direc-
tors of the State Bank of India. I
would not like these big business
families to be put on the Board of
Directors especially when there are
allegations against them. I do not
see the reason why it shoulq not be
possible for the Reserve Bank to
remove al] these people belonging to
that “great ten” of the Sahu Jain
or Dalmia Jain, ten mnamed people
from the boards of directors of all
the banks in the country. Why Mr.
Shital Prasad Jain and Mr. Ashok
Kumar Jain should be on the Board
of Directors of the Punjab National
Bank I cannot understand. Therefore,
it is not a question of putting your
representative. It is also a question
of eliminating those people, even
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within the existing arrangements,
against whom there are serious
charges.

Mr. Vice-Chairman, therefore it is
not merely by appointing additional
directors that you are going to control
the management. What we neerl now,
pending nationalisation, is elimination
of the shady elements among the
directors who sit on the boarq of
directors of the leading banks in the
country. That is the suggestion that
I should like to make. I suggested
that a black list should be drawn up
of such people who should be disquali-
fied from sitting on the board of
directors of any banking concern or,
for that matter, of any financial insti-
tution. The Reserve Bank have not
that power directly. I should like
that power to be a little widened as
far as the Reserve Bank is concerned.

Now one thing should be taken
special note of by the Reserve Bank—
the internal arrangement between the
five leading banks in the country.
Bankg have certain restrictions about
loans to be given to the concerns in
which the directors may have interest.
There what is done is that two or
three banks make mutual arrange-
ments in order to circumvent the law
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so that through mutual accommoda-
tion that could help each other. The
Punjab National Bank gives accom-
modation to the concerns in which the
Directors of the United Commercial
Bank have interest and vice wversa.
That is how 1t is done. You cannot
catch them because technically they
have not violated the law. But then
they have frustrated the purpose of
the law. I do not know how these
people are going to be tackled.
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As far as the credit is concerned, a
lot of money is being advanced
specially in this part of the year
And when we talk about deficit i
financing in the country, we mus
also have in minq the credit expansion
which is a form of deficit financing
in the private  sector. Bank
credit expansion is taking place, and
nearly thousands of crores of rupees
worth of credit is given. A good
part of it goes to speculation accord-
ing to the Ministry of Finance note
and so on. I think steps should be
taken to see that the moneys are not
advanced against foodgraing stocks
and so on which are really meant
for speculation. The latest informa-
tion is this that nearly Rs. 140 crores
have been advanced against food-
grain stocks and we all know that
monies have been given not to the
farmers but to speculators, profiteers
and wholesalers who indulge in
black-marketing and so on. I would
like these things to be controlled.
Also I would like some kind of con-
trol to ensure that small and medium
industries in the country do get finan-
cial accommodation from the big
bank of the land. To-day their in-
vestments are taking place and ad-
vances are being made to companies
which are big and under their control
or associate with them. The result is
that small businessmen and small in-
dustries do not get the requisjte finan-
cial assistance. If we have to over-
come our regional disparities in in-
dustria] development, we must pro-
mote small and medium industries in
those places where big industries can-
not be set up and this is not possible
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unless financial accommodation is
made and the banking industry comes
to their assistance. The Reserve
Bank should certainly step in in order
to see that it is done. 1 do not wish
to say anything more because we had
discussed this subject earlier. All
that I would say before I end is, once
again with all the emphasis that I can
command I say—Mr. Pande is getting
up because he will oppose me, I
know—that all 1 would urge upon the
Government with all sincerity is that
they should nationalise the banks in
our country and this is the most
pressing task for our economy and for
the well-being of our people and the
sooner it is done, it is better. If we
delay in this matter, we are going to
suffer. If we do it quickly, we shall
gain immensely, not only in economic
terms but also otherwise. May we
hope that soon the Government will
give up its remaining inhjbitions in
this matter and hesitation and pay
attention to public opinion in the
country including their Partymen and
in the next Budget Session we shall
have a Bijll to nationalise the banks,
which I am sure, the overwhelming
majority in the country, almost the
entire people and the overwhelming
majority, Members of Parliament will
whole heartedly support? We look
forward to the day of the nationalisa-
tion of Indian banking industry,
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SHrr C. D, PANDE: Mr. Vice-Chair.
man, I rise to extend my support to
this Bill to the extent it contains
wholesome and healthy restraints on
the banking industry. There are no
doubt certain malpractices which have
to be controlled and the Minister is
right in bringing such controls though
in my opinion there were already
enough restraints in the hands of the
Reserve Bank and if they were care-
fully used, perhaps there would have
been no occasion for bringing this
Bill. All the same I support the Bill
to that extent. I thought that the
Bill had a limited scope and § would
have no occasion to join issue with
regard fo the nationalisation of banks

[ RAJYA SABHA ]

Provisions) Bill,
1963

but I was surprised when my friends
Dr. Gopal Singh and Shri Bhupesh
Gupta spoke, not on the contents of
this Bill or the provisions of thig Bill
but mainly on the issue of nationali-
sation. In this connectjon I want to
make a few observations. They are,
whether in the midst of the Third
Plan or in the midst of the develop-
ing economy, we should create confi-
dence in the country or among the
sections of the people who are engag-
ed in the industry and trade, whether
there should be confidence created or
a crisis of confidence. My opinijon is
that whatever Mr. Gupta has sajd or
even Dr. Gopal Singh, it does not
create confidence in the country. 1t
creates a sort of crisis in the country.
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Sart JOSEPH MATHEN: That is
the mission of the Communist friends.

Surr C. D. PANDE: If that is so 1
think the Finance Minister himsel?
will be well-advised and I would re-
quest him to make a categorical state-
ment that he will not take any step
because Mr, Gupta says but because it
there is a necessity and if he finds
this egsential for the aim that he has
in view namely the amelioration of
the condition of the people. After
all the mere word ‘socialism’ has no
value. It is a negative approach, to
say that there is wealth in the hands
of a few people and therefore, if that
is taken out, if their banking js res-
trained, the country will be prosper-
ous. I am not one of those who be-
lieve in that view.

Surt BHUPESH GUPTA: Mr, Pande,
you lived in Paris for a long time.
What is the position of banks there?

Surr C. D, PANDE: There is mixed
banking. I am telling the same
thing. In this country we have mix-
ed economy. If we speak of social-
ism, we also speak of the mixed eco-
nomy. According {0 our Econcmie
Resolution of 1948, repeated in 1958,
we have accepted that this country
shall have two sectors, the public sec-
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tor and private sector. Both are
there. You cannot say that the

money that finances the industry—-
the cement industry or jute industiry
or textile industry or paper indus-
try—is not rendering any service to
the society. That I do not believe in.
Many people said last time that these
Rs, 1,400 crores that are in the hands
of the private banks can be utilised
for some industry. They are under
the impression as if these Rs. 1,400
crores are lying in the banks and they
are not rendering any service, [ hold
that every penny of that money is
utilised. You can say that it is in the
orivate sector but do you think the
private sector has to be starved? 1If
Mr. Gupta’s suggestions are to be ac-
cepted by the Government and jf the
background of his mind is accepted,
he will dictate that no private indus-
try should be financed by the State or
nationalised banking,

Surt BHUPESH GUPTA: That is
‘why I suggested medium industries.

Surr C. D. PANDE: All industries
which are in the private sector have
to be financed. This is the duty of
the Government as much as of the
people who run the industries. It
you think that because they are iii the
private sector that they do not require
any banking facilities at the hands of
the Government, then you are wreng.
We go to the extent of lending money
to them. Should we deny finanze to
them?

Surt CHANDRA SHEKHAR (Uttar-
Pradesh): Give some time to Mr, Jai-
puria. He pleads your case more
ably.

Sarr C. D, PANDE: I think ] know
something in the line. In the mixed
economy, & mixed banking 15 impera-
tive. You cannot have indusiry or
trade or commerce without banking
facilities but I have a suggestion to
make which will appeal to Mr. Gupta.
That is, you start more State Banks.
You enlarge the functions of the State
Bank. There is nothing in this fo
restrict the State bank to open more
branches or even to have more State
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Banks. To-day banking involves

Rs. 2,100c crores out of which ®s. 700
crcres are controlled by the State
Banks or the Reserve Bank, Hs. 300
crores as direct banking by the State
Bank and Rs. 300 or Rs. 400 crores
by the Reserve Bank as a statutory
requirement for the Banks t¢ deposit
that money in the hands of the Re-
serve Bank under the control of the
Government. Thus to-day whalever
banking is there in this country, cae-
third is already controlled. People
forget it. There i already a mixed
economy in banking also,

Surt ARJUN ARORA: What about
the two-thirds?

Surr C. D. PANDE: The State Bank
should enlarge its activities by fair
competition, by better service, by more
accommodation, by better rates of
interest and by lending facilities. It
is the easiest thing. The State Bank
has the largest amount of resources
and those can be utilised and the State
Bank is already a bjg unit. It has
the backing of the Governraent. 1
do not see why Dpeople prefer other
banks. You ask the twenty lakhs
of people who deal in the banks.
Leave the hundred families whom
Mr. Gupta refers to now and then
that 100 families are controlling. I
cay, do not give votes to these people.
You leave those 100 families but
count the 20 lakhs of others who are
engaged in the industry and trade.

Surr BHUPESH GUPTA: You are
wrong when you say 100 families, T
said ten.

Suri C. D. PANDE: Instead of 10, do
not count at least 100 famijlies or even
you take out 200 families. You take
20 lakhs of small industrialists and
traders who are working in the
smaller places. Mr, Arora will tell
you the answer, if you ask the 100
small businessmen in Kanpur whether
they would like to deal with the State
Bank or with the Central Bank.

Surr ARJUN ARORA: 1 will tell
vou. When people want 10 make
long-term deposits, fixed deposits,
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etc, they go to the State Bank. Then,
when they want to get more money
than their stocks permit when they
want to indulge in malpractices, they
go to the commercial banks. You
come from a rural area, but I come
from an industrial area. You will
agree, that Kanpur ig certainly bigger
than Haldwani,
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SHrr C, D, PANDE: I come from
Naini Tal which is fairly important
culturally also. There 1 may tell
you people undoubtedly go to the
State Bank, but I may also tell you
that people prefer to go to other
banks because the State Bank does
not give them the facilities that the
private banks give, Why is it that
they do not go to the State Bank?
Why are they frightened? As I my-
self said on the last occasion, 1 come
from Naini Tal where there is a
branch of the State Bank, and also the
Naini Tal Bank and I go to the Naini
Tal Bank, because the Nainital Bank
gives Rs. § or Rs., 10 or Rs. 20 of ac-
commodation. The State Bank will
refuse it, if there i8 no provision. I
think there are hundreds of people
like that, not big men, but smaller
businessinen, smaller industrialists,
who want a little accommodation and
a little accommodation is a legitimate
necessity and that has to be given,
and that they get not from the State
Bank but from the private banks.

Surt ARJUN ARORA: The Naini

Tal Bank gives it to the hon. Member
because

Tre VICE-CHAIRMAN: (Sarr M. P.

BaARegavAa): Mr. Arjun Arora, you
will have your chance. Let him
continue,

Serr C. D. PANDE: By our effi-
ciency, by your courtesy, by your
willingness to accommodate, you
should extend the sphere of activities
of the State Bank. Today you have
got Rs. 2,100 crores of banking, I
may tell you that in another 5 years
or ten years, there will be Rs, 5,000
crores involved in banking and of that
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amount the State Bank can and should
take a substantial share. If they do
it, I will be very happy. They
should enlarge the sphere of banking.
I am not opposed to the State Bank.
I am opposed to the curtailing of the
liberty of the people. I know what
the mind of the people is, who want
nationalisation of banks. I am con-
fident that when the banks are
nationalised, they will be giving step-
motherly treatment to the private in-
dustries, because with this background
in mind, they will not give facilities
to them to develop. Leave alone the
big persons. I am not concerned with

4822

them. I am only concerned with
the small traders, the small indus-
trialists. My hon. friend knows

many of them. He has a large num-
ber of friends among them. Let him
consult his friends and ask them whe-
ther they would like to do their
banking with the State Bank or with
the others and even if 20 of them say
they prefer the State Bank I would
be satisfied.

Again, the question of planning was
raised and Mr. Bhupesh Gupta was
saying that to make our planning a
success, you should have it. You
will certainly concede that Shri Asoka
Mehta is not a rightist by any means,
that he is not a capitalist, by any
means. He has got ample knowledge
of the world and of economic aflairs
and he has returned from abroad,
after touring those countries which
are helping us for making our Plans
a success. He says that this is not
the occasion for such things. He
says that we should create confidence
in the economy of our country in
order to make planning successtul.
You should do nothing to raise sus-
picion in the people’s mind that India’s
finances are not all right, that funds
are not safe, for in that case, they
will pull out their investments and
the economy will be jeopardised.

Sarr CHANDRA SHEKHAR: Do not
misrepresent Mr. Ascka Mehta. These
are not his views. His views are
different.
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Ssri B. R. BHAGAT: Why quote
others? Give us your views,

Smrr C. D. PANDE: I myself be-
lieve that this kind of thing will
create confusion in the public mind.
A crisis of confidence should not be
created. You have 1o create confid-
ence in the minds of the people and
nationalisation of banks is something
which will not further industrialisa-
tion and our industries will not
prosper.

Sart CHANDRA SHEKHAR: I want
to make one thing clear. The hon.
Member totally misrepresented the
views of Shri Asocka Mehta, the
Deputy Chairman of the Planning
Commission. I do not see why he
should misrepresent the views of the
Deputy Chairman of the Planning
Commission. He never said what he
is reported to have said.

Tee VICE-CHAIRMAN (SurRr M. P.
PBuarcava): Mr, Jaipuria,

Surr C. D. PANDE: But I have seen
his statements that he made to the
press.

Tue VICE-CHAIRMAN (Serr M. P.
BHARGAvA): Mr. Pande, I have called
the next speaker.

Sarr SITARAM JAIPURIA (Uttar-
Pradesh): Mr. Vice-Chairman, the
discussion on this important piece of
legislation was going in a rather dull
fashion, maybe because hon. Members
after a hectic session were feeling
tired and they wanted to get back
‘home, or maybe that they felt that
Government was determined to put it
through, even though it is very late.
Nevertheless, our grateful thanks are
due to the hon. Member, Shri Bhupesh
‘Gupta, who has brought life into this
discussion, though he did not discuss
the provisions of this Bill but went
on with his usual favourite topic of
nationalisation.

In a way Mr. Vice-Chairman, the
various fiscal measures introduced in
this country in recent times do indi-
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cate that there is a persistent shift in
the thinking of the Government on
economic matters. Whether that will
be for the better or for the worse,
time alone will prove. But I for one,
do feel that the Government’s obser-
vations and views in the matter very
clearly show that the Government is
slowly but steadily, in one way or the
other, trying to do away with the
judicial procedure, and trying to use
the arbitrary measures, which I must
submit, do not fit in with the demo-
cratic set-up and are never healthy
or proper. Only the other day, when
we were discussing the Indian Com-
panies (Amendment) Bill, it was re-
commended that a tribunal should be
established for the’ removal of direc-
tors or officers if they were found to
be not working in the public interest.
But in this Bill which is now under
consideration, the question of having
any such tribunal has been walved
and the Reserve Bank has been given
absolute and arbitrary powers to re-
move anybody, even if he is not act~
ing against public interest. Not only
that, they have also given power to
the Reserve Bank to appoint addi-
tional directors, to the extent of five
of them. I do not know for what
purpose this is being done, because
even as it is, the Reserve Bank has
blenty of powers which they have
exercised, by and large, wherever
they wanted to. Therefore, this
power to appoint additional directors,
and that too five of them, seems to
me something quite differnt. The
hon. Member, Shri Bhupesh Gupta,
referred to the chairman and direc-
tors of the Reserve Bank and also to
the prohibition placed on the giving
of loans to companies in which the
chairman of a bank is the chairman
or managing director, I do feel
that banking institutions are credit
institutions and on their ovroper
functioning will depend the develop-
ment of our economic progress and
our industrial growth. Now, 1ihe
chairman of a banking organisation
may be a person who has developed
the country’s economic resources in-
dustrially and who has substantially
contributed to its growth. After all,
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our Constitution gives us equal rights
and opportunities. These are
guaranteed to everybody. The in-
dustrial programme is there before
everyone. It ig rather a matter for
heart-searching, to find out how many
persons really go in for industrialisa-
tion ventures. They, of course, do in-
dulge in throwing boquets or brick-
bats, just as they like. But this in-
dustrial venture ig a technical thing

in a way. When more and more
people get interested in this, the
future of our democracy and the

future economic growth of our land,
to my mind, will become absolutely
safe, But this restriction on the
powers of the directors of banks fo
give loans is something which, to me
seems ridiculous. I may be permitted
to say that the figures of bad debts
that have been shown by the banks so
far will clearly prove that the banks
have taken all precautions to ensure
that whatever money they give is
really used for the purposes of deve-
lopment. The purpose of this Bill, as
the hon. Member, Shri Pathak, has
proved earlier, is this. Not only
banking institutions, but also other
concerns and other persons who have
been doing this sort of banking busi-
ness would be brought within its pur-
view. Sir, we are not legislating
either for angels or for sinners. We
are legislating for the average man
who is both bad and good.

Surt ARJUN ARORA: And also for
some sinners.

Surr SITARAM JATPURIA: If you
take one sinner and say they are all
entirely sinners, then no party, no
community, no section will be left out
and my hon, friend, Shri Arjun Arora,
realises that more than anybody else.

The whole point is this. In many
large cities, particularly for instance
in Bombay, we have seen that there
are crtain industrial houses which, in
order to inculcate the habit of saving
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in their workers, have introduced the
scheme by virtue of which they take
from the workers, say, Rs. 65 and
after a period of 5 years, pay them
Rs. 100 so that they get an interest of
approximately 8 per cent. That Iis
what it works out to and even such
concerns will come under the purview
of this measure. To my mind the
population is so vast and the number
of the moneylenders and people is so0
great that it will be physically im-
possible for the Government to have
this legislation and to see that it works
through as they would wish it to.
Pious wishes of having legislation do
not bring us anywhere unless and
until they are properly implemented.
Again, the question of private Beanks
and the State Bank was discussed at
great length last time. I would not
like to go much into this question but
I wouldq very humbly suggest that the
facts will show that the private sector
banks have always been favoured
more than the public sector bank
except where large advantages have
been asked for. I know that there is
hardly any political party, maybe with
the exception of one about which I
do not know, which does not have
accounts with the private sector banks
and very few, if at all, with the State
Bank. I am not decrying the State
Bank, It has contributed a lot es-
pecially in the earlier times towards
the development of industries and
even now it is deing it in many places.
There is not the question of competi-
tion but the whole question is that
every sector, every institution, has got
to be given an opportunity for its
proper growth and proper develop-
men{ so that they can go on well
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Sir, the Governor of the Reserve
Bank, when he was in the States some
time ago, said there that the bank
rate did not represent the effective
rate of interest. When he was asked
about the return, he said that our
bank rate may be low but our effec-
tive rate is twelve per cent. to twelve
and half per cent. May 1 honestly
and humbly request the Government
to let us know their real intentions?
If their intention is to bring the
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liquid money within the banking sec-
tor, then a word of caution is neces-
sary and that is that this will result
in the increase in deposit rates and
bank rates which will mean an in-
crease of public debt. I am quite
sure the hon. Finance Minister about
whose foresight and financial insight
we do not have the slightest doubt
will see that the purpose for which we
have been asked to record our approv-
al is not defeated by this piece of legis-
lation. No doubt this is a very im-
portant measure. I feel this shoutd
have been referred to a Select Com-
mittee and measures of such import-
ance are nustied through in such a
manner that there is bound to be cer-
tain faults and it is very likely that
one important fault, Mr. Vice-Chair-~
man, in the fiscal measures may lead
the country to economic disaster. I
have proposed certain amendments
and I will come to them when that
stage is reached but I do hope that
the hon. Finance Minister will ensure
that these arbitrary powers which
have been given are used properly. I
do not say that they have the inten-
tion of using them wrongly but it
always happens unintentionally and
there is the possibility of some mis-
takes creeping in and any mistake in
the financial and fiscal structure 18
bound to affect the entire economy of
the country and if the country’s eco-
nomy is affected, it is bound to have
its effect on every man on earth.
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Sir, Mr. Bhupesh Gupta, while
speaking, mentioned the question of
foodgrains and said that a lot of
money has been advanced on stocks.
This is speculation. It is a very simple
economic theory that if foodgrains are
not purchased at the time the crop
comes in, where are the foodgrains to
remain? Do the farmers have the
capacity' to retain foodgrains? If not,
what are they going to do with them?
Are they going to sell their food-
grains

Surt BHUPESH GUPTA:
should buy them.

State
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Surt SITARAM JAIPURIA: They

cannot hoard them. They have got
to earn and they have got to have
money to get their necessities. When
any banking institution advances
money on a certain thing it is done
only at the time of plenty—when the
things have to be retained——and the
things have to be sold when they are
in demand. That is plain and simple
economic law and I am sure no Gov-
ernment, no country and no Deople
can stop that.

Surr ARJUN ARORA: Mr. Vice-
Chairman, I rise to support the Bill. I
welcome it as far as 1t goes. My sor-
row, however, is that the Bill does
not go far enough. 1 remember that
it was at Jaipur in 1948 that the Indian
National Congress accepted the prin-
ciple that life insurance and banking
should be nationalised. We nationalis-
ed life insurance in 1955, It was time
that the Finance Minister brought for-
ward a Bill to nationalise banking. As
he has not done so I, as a good and
loyal Congressman am disappointed,
and I am sorry a Congress Member got
up and spoke against nationalisation.
Nationalisation is part of the Congress
creed and I feel that we will do well
if we adhere to it and expedite action
on it. The Bill brought by the Finance
Minister is a good Bill because it
covers not only the scheduled banks
hut all banking and credit institutions
in the country. There is a huge
amount of unaccounted money in the
country and an hon. Member men-
tioned the figure of one thousand
crores of rupees. My own estimate
is that it is much more but even if it
is only one thousand crores of rupees,
I1....

Sirt MULKA GOVINDA REDDY
(Mysore): It is three thousand crores
of rupees according to Mr. Bijoya
Patnaik.

Surr ARJUN ARORA: Mr. Bijoya
Patnaik, who is himself an industria-
list should know more about that
biradari, has mentioned the figure of
three thousand crores but even if it
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is only one thousand crores of unac-
counted money in the country, it is
bad enough and something should be
done about it. There is no denying
the fact that the credit institutions,
other than the scheduled banks, play
a large part in the concealment and
utilisation of the unaccounted money.
So, this Bill is a good one because it
may perhaps help the country in un-
hoarding that wealth,
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Surt LOKANATH MISRA: That
would place many of the Congress
Ministers at a disadvantage.

Surt ARJUN ARORA: You should
not worry about the Congress Minis-
ters. You should worry about your
Swatantra magnates. Congress Minis-
ters will look after themselves,

Surt DAHYABHAI V. PATEL: They
do.

Sari LOKANATH MISRA: They
would be at a disadvantage.
Suri DAHYABHAI V. PATEL:

They do look after themselves, cer-
tainly.

Surr ARJUN ARORA: Banking is a
case in which concentration is taking
place at a very rapid pace. The big
firm-banks control eightynine per
cent. of the deposits and the deposi-
tors in the country are not a few; the
number of deposits in the country is
about sixty lakhs. The interest of
these sixty lakhs of deposits has got
to be safeguarded and thig Bill is only
a measure to safeguard the interest of
these sixty lakhs of depositors. This
Bill has become necessary because the
Directors of scheduled banks, many
of them, are people on whom no reli-
ance can be placed. Many of them
are people whose conduct has been
squarely condemned by the Vivian
Bose Commission. So, it is only pro-
per that steps should be taken to cont-
rol them and such a measure has also
become necessary because advances to
the director» or their firms are on
the increase, My learned friend, Mr.
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Lingam, gave the figures this morning
and I need not repeat them. Banks
in many cases are involved in mal-
practices like under-invoicing and
over-invoicing. Recently a big rackes
of under-invoicing and over-invoicing
has been unearthed at Calcutta and
it has been found that a number of
banks are involved in them. So it is
only proper that the Reserve Bank
should be given greater power and
greater authority to control them. The
Reserve Bank is by far the best pos-
sible authority in the circumstances in
the country and it is only proper that
it is given more powers. As has
been mentioned by a number of hon.
Members the Reserve Bank has cer-
tain powers to control banking and
the Reserve Bank has in many cases
exercised those powers but there have
been no cases in which any hon, Mem-
ber of this House or the other House
had ever complained against the
Reserve Bank misusing its powers.
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Surr JOSEPH MATHEN: There
were instances, as the one when action
was taken against Palai Central Bank.
There were instances like that.

Surt ARJUN ARORA: The Palai
Bank case was discussed in this House
and it was discussed outside also and
the Palai Bank has not been found to
be as virtuous as my friend wants to
make out.

Surt JOSEPH MATHEN: They are
paying rupee per rupee.

Serr ARJUN ARORA: The Reserve
Bank action against Palai Bank was
justified and was found to be justifi-
able. So in its long history there has
been no case of misuse of powers
by the Reserve Bank. So it is only
proper that when more control over
banking has become necessary and
acceptable, the Reserve Bank should
be given the power. It is of course
well known that the Bill, as it has
emerged from the Lok Sabha gives
the aggrieved parties in certain mat-
ters the right to appeal to the Gov-
ernment of India even against the
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way the Bill is very simple.

4831

My learned friend Mr. C. D. Pande,
mentioned some of the virtues of the
scheduled banks. My own experience
is that people want to deal with the
State Bank only. Only when  the
State Bank is not able to deal with
them they go to the scheduled banks
and other banks. I come from an in-
dustrial city in which six big families
dominate the industrial life of the
city., Of the six I know that three
have dealings with the State Bank
and not with other banks. Of the
three others one had his dealings with
the State Bank but there was some-
thing fishy and he had to revert to
another Bank whose name 1 would
not mention at the moment. So even
big industrialists want to deal with
the State Bank when their dealings are
straight. When the dealings have to
be fishy, when more money has to be
taken as overdraft than the stocks
justify, then of course  scheduled
banks with one’s relatives and friends
as Directors are there and people go
to them.

Sarr LOKANATH MISRA: What
about the small industries and people
with modest means?

Suri ARJUN ARORA: In the case
of small industries, Mr. Lokanath
Misra, we are more particular than
you and as I said in this House on
Friday—I may repeat it—ninety-eight
per cent of the advances to the small
industries comes from the State Bank
and only two per cent comes from
other banks which finance the Swa-
tantra Party and Mr. Lokanath Misra.
When this country nationalised life
insurance we did not have the experi-
ence of how insurance will work in
the public sector. In the case of bank-
ing we have experience, The State
Bank is there and the way the State
Bank has functioned is proof positive
that banking can flourish in the public
sector, As I submitted earlier when
people want to put their money for
a long time in safe custody they prefer
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to have fixed deposit accounts with
the State Bank.

Surr C. D. PANDE: That is true.

Surt ARJUN ARORA: In that Mr.
Pande agrees with me. That should
prove that people have more faith in
the integrity of those who run the
State Bank and .

Suri C. D. PANDE: They have more
faith in the State because the State
is running the State Bank; not in any-
thing else.

Surr ARJUN AKRCRA: So you are
supporting me. (Time bell rings.)
Sir, there have been tco many inter-
ruptions. One more minute.

When the people are anxious about
the safety of their money, they go to
the State Bank. Even the small de-
positor goes to the State Bank though
sometimes he has to wait for hours
in the <queue. Sir, so much is the
popularity of the State Bank that I
have never seen any queue in any
commercial bank but I have seen
queues every day in the State Bank.
Such is the people’s faith in the State
Bank, which is an institution of the
public sector.

Surr C. D. PANDE: Who has de-
posited Rs. 1500 crores in private
banks?

THE VICE-CHAIRMAN (Surt M. P.
Buargava): It is time to wind up, Mr.
Arjun Arora.

Sart ARJUN ARORA: Only where
the State Bank is not able to meet the
requirements people go to the com-
mercial banks. Only where there are
no State Bank branches the people go
to the Naini Tal Bank and Discount
Bank and Premium Bank. So the faith
of the people in the State Bank is
established.

There is one interesting thing in
this Bill about voting rights of indi-
viduals being reduced from 5 per cent
to one per cent. That is a good thing.
But an hon. Member of the Lok Sabha
who knows more about the malprac-
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fices of the private sector than I do
said that mmdividuals who own more
than one per cent shares 1n banks may
sphit  their share holdings among
various people and thus acquire more
voting powel The Life Insurance
Corporation and the Government insti-
tutions would not do that The hon
Minister who 1s a very learned person
gave no satisfactory reply to this argu-
ment of the hon Mr Morarka in the
Lok Sabha

Surt B R BHAGAT What was the
pomnt?
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SHrr ARJUN ARORA About the
individuals breaking their holdings 1n
the banks in such a manner that no-
body owns more than one per cent
and even benami shareholders exer-
cising voting rights I hope
(Tvme bell nngs) 1 am concluding,

Sir

Tae VICE-CHAIRMAN (Sart M P
BHARGAVA) You have taken five
minutes in concluding

Surt ARJUN ARORA: 1 hope the

hon Minister will give a satisfactory
reply to this and if there 1s no satis-
factory reply to this I hope the hon
Minister will please bring a curb on
transfer of shares in order to acquire
greater voting power, a malpractice
which he has been threatened with

Surt MULKA GOVINDA REDDY
Sir, before the hon Minister replies
to the debate, T want to say something
This morning Mr Chandra Shekhar
requested you and brought to  your
notice the gur position Now that
the Food Minister 1s here, may [ re-
quest him to make a statement?

THE VICE-CHAIRMAN (S#rt M P
BHArGava) He can make the state-
ment after the reply

5 pmM.

Surt B R BHAGAT' Mr Vice-
Charrman, I am very glad that the
House gave a very large measure of
support to this Bill Some hon Mem-
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} bers, who spoke somewhat i a criti-
ca way_ also appeared to me to be
half-hearted 1n their criticism There
was no thrust in thewr criticism Pio-
bably they were niticising because
they had to and they had taken up
that position The Bill as 1t  has
emeiged from the Lok Sabha concen-
trates on three main aspects of the
banking system firstly, controlling the
deposits by non-banking institutions,
secondly, reducing the voting right to
a mmmmum o one per cent from five
per cent as 1t 1s today, so as to bring
down the concentration of power 1n
this particular enterprise and, thirdly,
clothing the Reserve Bank with such
powers so that it 1s able to fulfil 1ts
responsibilities 1 gwding, directing
and controlling the banking system
on proper channels so as to subserve
the economic policies approved by the
hon House These are the main
objects of this Bill One hon Mem-
ber said that these are totalitarian
powers and a totalitarian State is trv-
mg to control everything 1 think it
1s either a half-hearted statement or
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1t 1s a  statement without meaning
Neither this Government is a totali-
tarian Government 1n this country
nor

Surt BAHYABHAI V PATEL: If
you speak the same English as I speak,
then I deny 1t It has full meaning
and 1s means what I said

Surt B R BHAGAT UNor this Gov-
ernment 1s trying to control every-
thing May I tell the hon Member
that certaimn banking institutions had
gone into higuidation because 1t could
not be prevented or 1t could not be
cured at a particular time before 1t
was too late? When 1t was too late
thousands of depositors had iost their
hard-earned money If we give now
power to the Reserve Bank so as to
prevent such a situation arising, is 1t
clothing 1t with totalitarian powers”
Is 1t controlling everything? I think
he can recall to his mind many such
instances 1n  which whole famihes
were 1nvolved,
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Snrt DAHYABHAI V PATEL The
Reserve Bank has got the power
Why 1s it not usmg 1t?

4855

Suri B R BHAGAT I am sorry,
when he was speaking I heard him
with patience and at least let him
hear me with patience The point, as
he said 1t 1s that the Reserve Bank has
got the power, but 1t 1s not using the
power which it has and, therefoie, it
should not be given more powers 1
think not only his argument is faulty
hut the assumption that e 18 makung
for his argument 1s without any basis
I do not think the hon Member can
cue any 1nstance where the Reserve
Bank, whatever powers 1t has been
clothed with by the House, has not
used them The fact of the matter
1s that repeatedly cases had arisen
As you know, we have come across
the 1nstance of one banking institution
where they had run into difficulties
The Reserve Bank could not protect
them because 1t had not adequate
powers And there are instances of
various banks where they have disre-
garded the advice of the observers,
where they put up observers Under
the present Act the P serve Bank could
send observers to watch the woiking
of a particular banking organisation
It would have a salutary effect for a
small while But after 3 time they
went back to theu old ways and the
Reserve Bank could not do anything
That 1s why we are taking powers
now and Instead of observers we can
appoint directors who can effectively
go mto the working of a banking or-
ganisation so as to prevent it from
gomng to dogs, right at the moment
when 1t should be prevented That 1s
the reason why such powers have
been taken after careful consideration
in the interests of financial and bank-
ing nstitutions I think the hon
Member will agree that if something
happens to credit institutions ke
banks, 1t 1s very serious After the
failure of the Pala; Bank, there was a
run on an imporatant bank If some-
thing had happened to it, I think the
whole country’s economy would have
gone to dogs
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necessary that the central bank, that
15, the Reserve Bank here, must be
given such powers, adequate powers,
so as to prevent the situation from
deteriorating to an extent that 1t
may become a danger to the entire
credit system of the country To
call such powers as totalitarian, I
think 1t 1s erther a figment of imagi-
nation or complete 1gnorance of reali-
ties I cannot say anything more
than that
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Then, Sir, a point was made by the
hon Member, Shri Pathak about some
ambiguity 1n clause 7 He asked. Is
1t a firm, individual or group of indi-
viduals? Can an 1ndividual or a
firm or group of mdividuals use the
word ‘banker’? That s the legal point
he raised 1 am advised that a person
can describe himself as a banker
under this provision and a firm can
call itself a banker or bankers It 1s
deliberately intended  So long as
these 1individuals and firms are allow-
ed to carry on, they can do so only
if they comply with the State laws
They will have to be identified as
such That 1s why the word “bank”,
“banking” or “banking company” have
been used, and that 1s why the clause
has been worded as such  They will
have to describe themselves as indivi-
dual bankers and cannot use names
which 1n any way imply that they
are either banks or banking companies
or banking So, they can call them-
selves as bankers I am sorry that
there has been some printing error
As 1 said, while moving this motion,
we had to print this Bill hurnedly
overnight and there was some print-
ing error which created some difficult-
1es for hon Members In fact, when
1 detected 1t, a correction was issued
It has been cuculated and if he reads
that, 1t will clarify the issue

Then, another point was made The
hon Member Shri1 Lingam doubted
whether this measure would control
the unaccounted monev He asked
“If that 1s so, what 1s the Govern-
ment’s proposal about 1t?” I think

Therefore, 1t 15 very | the hon Member need not doubt it.
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We want to conirol or have more in-
formation from non-baking organisa-
tiong about deposits. It is precisely
for this reason that we have to know
it. The very fact that today the
money is unaccounted for is because
we do not know anything about it
except that we see conspicuously
everything being financed by this un-
accounted money. These moneys are
not deposited somewhere. They are
in operation. We are taking powers
to get more information, issue them
directives and contro] them. Once
we do it then it is our intention that
in course of time—I think within a
few months—we will be able to
know the picture, how these moneys
are being operated, how these moneys
are affecting the credit institutions,
how they are affecting various other
things, prices, etc. To that extent I
think the powers that we have taken
will give us an idea, a clear picture
of the extent and preponderance un-
accounted money has assumed today
and the way in which it can -be con-
trolleq and directed inot channels
where it can be utilised for the
national purpose.
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Surt N. M. LINGAM: What about
pursuing the question further?

Sart B. R. BHAGAT: Then, the hon,
Member has said that if it is the in-
tention that this liquid money, the un-
accounted money will go into the
banking system, it will raise the de-
posit rates. I do not agree with the
hon, Member. Why should it raise
the deposit rates? I can say that
there is no fixed attitude in regard
to interest rates. Of late the
Reserve Bank has been from time to
time considering the entire economy,

the interest structure. They had
to raise the deposit rates some-
what. So there is no fixity or

rigid rate about the deposits, As and
when it is necessary in the interests of
the banking system for attracting more
deposits, the interest structure may
vary or change. That element of flexi-
bility is there in it. The Reserve Bank
hag got ample powér to do it. But I
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do not accept the argument that the
very fact that the liquid money will
be brought into the banking system
will result in a push in the deposit
rate. That ig not true. The very fact
that we will control and guide the
non-banking companies’ deposits will
mean that in many cases the undesir-
able aclivities indulged in by them,
their attracting all these deposits by
way of proportionately very high rates
of interest, will gradually disappear.
That is more likely to happen instead
of their coming back into the banking
system and raising the deposit rates.
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Then, 1 come to the last question
which is a very vexed question. It is
coming up again and again not oun'¥
in this House but in the other House
and elsewhere. That is the question
of nationalisation of banks. Although
it is not very germane to this issue,
the very fact that we have brought
this Bill and taken more powers shows
what the mind of the Government is in
this respect. It wag during the last
session when this question of natio-
nalisation of banks was discussed in the
other House that the Finance Minister
very clearly stated what was the m'nd
of the Government.

Surr VICE-CHAIRMAN (Sur:i M. P,
Buarcava): We discussed in this
House also,

Surr B. R. BHAGAT: I am giving
just the background of this. Then he
said that he wanted to take certamn
powers so that undesirable activities
could be checked. There are difficul-
ties coming in the way of the banking
system, and also there js the problem
that the deposits are not increasing
because there is a large sector of
money that is going outside the bank-
ing system at présent which should
come back so that there is a marked
rise in the deposits. That should
happen. All these measures he
wanted to take. The Bill, as I said,
has taken enough powers and it has
been welcomed by a very large section
of the House. That very clearly
shows that the Government’s mind is
not functioning in the direction of
nationalisasion of banks. Only the
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other day this House discusred this
question threadbare I do not want
to labour this point further except to
say that this 1s not the proper iime
to embark on this venturé On a sub-
ject Iike this oun mind 1s opeh It 1s
not a question of nationalising or not
nationalising It 15 not a question cf
socialism or no socialism As a matter
of fact the Government 1s committed
to a policy of democratic socialism
and of preventing concentration of
wealth and power We are committed
to this The only thing 1s that we
should direct our mind to the question
of how, 1n what manner, in what way,
we can achieve this goal The point
at the present moment 1s that by
nationalising banks we are not gomng
to solve the question of concentration
of wealth and bring about socialism
just by mere nationalisation There 1s
a tendency all over the world which
shows that many of the Socialist
Parties 1n other places do not connect
nationalisation with socialism,
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AN Hon. MEMBER Nor do we

Surt B R BHAGAT That 1s true
Smmularly the v ce wversa 1s also true
Because we will not nationalise,
therefore we will be socialist—that 15
also not true A matter like this 15 a
very serious one It has very wider
repercuss ons Let us think over all
the pros and cons of 1t and not purely
by sentiments, whether of ideology or
of principle or anything, rush mnto this
direction oy that direction So I am
opposed to it To say we have to
nationalise  because nationalisat on
will solve this problem, or to
gay we have not to nationalise
because 1t will mean disaster—
both these extremes are out of
the question We are committed to a
policy which will be in the national
interest We have nationalised mmdus-
tries, we have a nationalised sector in
banking, we have nationalised insu-
rance When we think that there 1s
a proper time for i1t and that the
balance of advantage lies m the
national interest, we do 1t This 15 our
approach When such a situation
arises that on the balance nationali-
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sation will be in the national interest,
certainly this Government will not
hesitate 1n doing so But the real
pomt 3s that today 1s not the time to
do that More than that I am not
gomng to say on ths matter
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Surr SITARAM JAIPURIA Sir, on
& pomnt of information May I know
from the hon Minister what 1s the
defimition of the words “public nte-

rest” as understood by the Ministry
of Finance?

Tue VICE-CHAIRMAN (Surt M P
Buarcava) It 15 a very well known
term It need not be explained

Surr SITARAM JAIPURIA T think

the hon Mimister should reply to my
clarification

Tre VICE-CHAIRMAN (Sart M P
Brarcava) You cannot force a reply
The question 1s*

“That the Bill further to amend
the Reserve Bank of India Act, 1934,
the Banking Compames Act, 1949
and the State Bank of India (Sub-
sidiary Banks) Act 1959, as passed
by the Lok Sabha, be taken into
consideration ”

The motion was adopted

Tue VICE-CHAIRMAN (Surt M P
BHARGAVA) We shall now take up

the clause by clause consideration of
the Bill

Clauses 2 to 10 were added to the
Bul.

Clause 11—Amendment of section 20

Surr SITARAM JAIPURIA Sir, I
move:

1 “That at page 8, for lines 20
to 26, the following be substituted,
namely —

‘() to any public compnay 1n
which any of the directors of the
banking company hold twenty-five
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per cent. of the shares, without
the prior consent of the Reserve
Bank.””

Mr. Vice-Chairman, the provision as
it is in the Bill only restricts the Chair-
man of the board of directors of the
banking company. It reads like this:

“to any company in which the
chairman of the board of directors of
the banking company (where the
appointment of a chairman 1s for a
fixed term) is interested as chairman
or managing director of the company
if such company has no managing
agent or ag the managing agent or
director or partner of the managing
agent of such company;”.

I feel that the chairmen of the banking
companies have always been people of
high repute and esteem, and to put
these restrictions on any banking com-
pany whose chairman happens to be
the chairman of another company is
something which will not be equitable
and proper. I have therefore suggest-
ed the amendment that 1 have moved
which is more restrictive and will give
greater powers to the Reserve Bank
because it says that if any director of
the bank, not to speak of the chair-
man, holds 25 per cent. of the shares,
then no money should be advanced
without the prior consent of the Re-
serve Bank. This ig the reason for my
amendment.

The question was proposed.

Suri B. R. BHAGAT: Sir, I oppose
this amendment for the reason that it
ig unnecessary to make this clause fur-
ther restrictive. Also it is very diffi-
cult to identify at a particular time
which of the directors ig holding 25 per
cent. of the shares because there is
a transfer of shares constantly, and
therefore at a particular moment it is
very difficult to so identify. This will
create practical difficulties. So I re-
quest the hon. Member not to press it.
As it is, the clause is quite good and
will serve the purpose.
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Surt SITARAM JAIPURIA: Sir, 1
beg leave to withdraw my amend-
ment.
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*Amendment No. 1 was, by leave

withdrawn,

Tue VICE-CHAIRMAN (Surr M. P.
BrARGava): The question is:

“That clause 11 gtand part of the
Bill.”

The motion was adopted.

Clause 11 was added to the Bill.

Clauses 12 to 17 were added to the
Bill.

Clause 18—Insertion of new Part
after Part 11 ’

Suri SITARAM JAIPURIA: Sir,
I move:

2. “That at page 11, line 37, for
the words ‘by order in writing’ the
words ‘after consultation with the
boarg of directors of the banking
company’ be substituted.”

Sir, the board of the banking com-
pany should work in absolute har-
mony and understanding. I feel that
this amendment will enable them to
do that. After all the decision is that
of the Reserve Bank, but if they are
in consultation with the banking com-
pany, there will be better harmony in
the working. Therefore, I commend
that this amendment may be accepted,

The question was proposed.

Surt B. R. BHAGAT: 1 oppose this
amendment because this wants to put
a restriction on the Reserve Bank. In
case it wants to remove a person or
rather to replace a person who has
been removed, this should be done in
consultation with the bank concerned,
as per this amendment. I think this
will defeat the purpose because the
removal will arise only in case when
the activity of that person has been

For text of amendment, wvide col.

4840 supra.
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prejudicial to the interests of the bank-
ing organisation. When he js rémov-
ed, if again the same board or the
‘bank has to substitute him, that may
not be a happy substitute. Similar
persons may be appointed. Therefore,
it is wise, it is more desirable, that
the power should vest in the Reserve
Bank who will nominate anybody in
his place, and I can assure the hon.
Member that the Reserve Bank hag a
record of fair action in this matter,
and there ig a Board which will take
care of any arbitrary action. There-
fore, all this theory is unfounded and
the power should remain absoclutely
with the Reserve Bank:

Sur1  SITARAM JAIPURIA: I
have said, ‘in consultation’.

Tre VICE-CHAIRMAN (Surt M.
P. BHARGAVA): No speech. Say whe-
ther you want to press it or not.

Surt SITARAM
am coming to it,

JATPURIA: I

TeE VICE-CHAIRMAN (Surr M. P.

BHARGAVA) : You cannot make any
§peech.
Surr SITARAM JAIPURIA: 1

am not speaking.

Tue VICE-CHAIRMAN (SHrr M.
P. BuarcAava): No second speech
on amendments. You have to indicate
whether you want to press it or with-
draw it.

Surt SITARAM JAIPURIA: In
view of the assurance of the hon.
Minister, I beg leave to withdraw my
amendment.

*The amendment No. 2 was, by
leave, withdrawn.
Tue VICE-CHAIRMAN (SHrr M.

P. Buarcava): The question is:

“That clause 18 stand part of the
Bill”.

The motion was adopted.

*For text of amendment, Vide col.
4842 supra.
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Clause 18 was added to the Bill.
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Clauses 19 to 30 were added to the
Bill.

Clause 1, the Enacting Formula and
the Title were added to the Bill.

Surr B. R. BHAGAT: Sir, I move:
“That the Bill be passed.”

The question was put and the motion
was adopted.

THE DELHI DEVELOPMENT
(AMENDMENT) BILL, 1963

Tue VICE-CHAIRMAN (SHRI
P. Buarcava): Dr, Sushila Nayar.

M.

Surr MULKA GOVINDA REDDY
(Mysore): Are we discussing this Bill
today?

Tee VICE-CHAIRMAN (SHrt M.
P. Buarcava): I have already called
the Minister,

Tug MINISTER or HEALTH (Dr.
SusHiLA NAvar): Sir, I move:

“That the Bill to amend the Delhi
Deavelopment Act, 1957, as passed by
the Lok Sabha, be taken into consi-
deration.”

Sir, it is a non-controversial Bill and
I hope that the House will not mind
sitting for a few minutes extra, if
necessary, and pass it.

This Bill wants to remove a few
simple difficulties that have been ex-
perienced in the working of the Delhi
Development Act as it has been passed
by both Houses in 1957. The Vice-
Chairman of the Delhi Development
Authority is supposed to be a full-time
worker who is not supposed to do any
other work. In actual practice, it has
been found that at times it is possible
+ and necessary for him to attend to




