Vol. IV-No.47
23rd April, 1955 (Saturday)

LOK SABHA
DEBATES

(Part II—Proceedings other than Questions and Answers)

(Vol. IV comtains Nos. 46—358)

Pamigvi: T LIBRAK

Mo e esases secsesbnd

Date......cccoevacrrivee am

LOK SABHA SECRETARIAT
NEW DELHI

BIX ANNAS (INLAND) TWO SHILLINGS (FOREIGN)



CONTENTS m...-.lm‘

Corumns
No. 46—FRIDAY, 22ND APRIL, 1955—
Papers laid on the Table—
The Madras Entertainments Tax (Andhra Amendment) Act, 1955 g . s977

The Andhra Requisitioning of Buildings (Amendment) Act, 1955 . .
The Andhra Cinemas (Regulation) Act, 1955 . . - . S977

Amendments to Indian Aircraft Rules, 1937, with an E:plamror,r Note . so78

Amendment to Tea Rules, 1954 . . . 5978

Amendment to Estate Du:yRu!e: 1953 . : . 5978

Declarations of Exemption under Registration of Form;ncn Aq, 1939 . . 5978—80

Replies to mmoﬂndl of Members re Demands for Grants, 1955- ss—‘RmIny: . 5979
Message from Rajya Sabha . g . e . . 59719
Committee on Private Member’s Bills and Resolutions—

Twenty-seventh Report —Presented . - g . 979
Calling Attention to matter of Urgent Public Impurunw—-

Strike by army workshop men at Kirkee . e . . 5980—83
Busin=ss of the House . . . . : . . 5983
Finance Bill—

Schedules and Clause 1 . . . . . 5983—600

Motion to pass, as amended—Adopted . : . 6005—39
Commanders-in-Chief (Change in Demn) Bill—

Motion to consider—Adopted . ’ . 6o40—44

Clauses 1 to 3 and Schedule . . . £ . Go4dq
State Bank of India Bill— '

Motion to consider—Not concluded. . . b . . 63245—46
Committee on Private Member's Bills and Resolutions— .

Twenty-cighth  Report—Adopted . . . . . . . . 6046
Resolution re Weights and Mea: Adopted as ded . . Gogb—73
Resolution re Central Agricultural Finance Corporation—Not annduded . . 6o71—6106

NO. 47—=SATURDAY, 23RD APRIL, 19§§—

State Bank of India Bill—

Motion to conmder—Not concluded . . 6ro7—6241

Business of the House . = . " . 6241-42

No. 48—MONDAY, 25TH APRIL, 1955—
Motion for Adjournment—
Deponmunofmm&mgnhsby?omnm ' ' ' .
President’s assent to Bills . " . . . . . . .
1}
ection to Committees —
Ellndian Central Arecanut Committee . . . .

Estimates Committee 3 . . - . . - -

Public Accounts Committee . . . . . . o+ . .

Motion re Association of Members'of Rajya Sabha with Public Accounts Comamjttee —

Adopted . .

mmmm&vmmmnmm-w . . . -



)

Swate. Bankof India Billws':
Motion to consider —Adopted . . .
Message from Rajya Sabha . N
No. 49—TuEsDAY, 26TH APRIL, 1955—
Papers laid on the Table—
Notification under Requisitioning and Acquisition of Immovable Property Act . 6401
Report on the First General Elections in Indis,1951-52-Volume I (General) . 6401
Notifications under Sea Customs Act .

. . . . . . + 640T—02

Insurance (Amendment) Bill—

Motion to consider—Adopted . “ " N . . . . 6402—114
Clauses 1 and 2 . . s . . : . . . . 6411
Motion to pass—Adopted = . . . f . . . 6471

Reserve Bank of India (Amendment) Bill—

Motion to muaider—hdopred . . . . 64171—54
Clauses 1 to 11 . . . : ‘ . e « 645462
Motion to pass—Adopted . . . : : . 6462

Indian Railways (Amendment) Bill— .

Motion to consider—Adopted . . . . 6462—64
Clauses 1 and 2 . . : . . 6464-65
\/Motion to plu—Mopted . . . . 6465

Hindu Marriage Bill—

Motion to consider—Not concluded . . 6465 —653€
Message from Rajya Sabha. . . . 6536

No. 50—~WEDNESDAY, 27TH APRIL, 1955—
ittee on Private Member’s Bills and 'Rmtunom—

ninth Report—Presented p - . . . 6537 i]
Correction of answer to Starred Question No ns: 2 . . + 6537-38
Untouchability (Offences) Bill—

Motion to consider, as reported by Joint Committee—Adopted . . « 6538—6639
Cleeusz e e e e ... e e . . 663916

No. 51—THURSDAY, 28TH APRIL, 1955—

Papers laid on the Table—
Replics to memoranda fmm Mgmbcrs rewdmg Demmdl for Gnms (Rlﬂwi!’l)

for 1955-56 . ¥

Message from Ra;yl-Snbha. . 2 C u . . . .6617
Business of the House . . " . 5 . . 5 . 6678-79, 6831-52
Untouchability (Offences) Bill—

Clauses 3 to 17 and The Schedule . . . 6679—6824

Motion to pass , as amnded—.!kdopn:d . . 6824
Hvderabad Export Duties (Validation) Bill—

Motion to consider—Adopted . . . 6825 —30

Clauses 1 and 2 . a g . . 6830

Motion 1t pm—Adupmd - ’ . 5 6&39

No. 52—FrIDAY, 29TH APRIL, I1955—
Message from RajyaSabha . .« .« . .- 6833



i CoLumN

niversity Grants Commission Bill— _

Time for presentation of Report of Joint Committee extended . .. 6833—34
JJuginess of the House . - . 683, 686—63

\/Hmanmmr.Bﬂl upnaedbym;yl&hhl—-

Motion to consider—Not concluded . . . . . 6835—56, 6863—690
Committee on Private Member’s Bill and Resolutions—

‘Twenty-cventh and Twenty-Ninth Reports—Adopted . . 6906—07
Indian Adoption of Children Bill—Introduced . . . 6907
Caste Distinctions Removal Bill— )

Motion to consider—Negatived = . 69o8—ar
Chartered Accountants (Amendment) B:l.'l—Withdmm

Motion to consider . . . . 69aT—46
Code of Criminal Procedure (Amcndmcnt) Bill (A-ah-z q' Suﬁm 435)—-

Motion to consider—Not concluded . . . 69¢46—60

NO. §3—SATURDAY, 30TH APRIL, 1955—
Papers laid on the Table—

First Report of the Air-India International Corporation . . . . 6961

Ministry of Communications Notification No. S.R.0. 589, dated 12-3-55. . 6961
Committee on Absence of Mgmbers from S:tunp of the House—

Ninth Report—Presented . . . . . . 696T-62
Estimates Commiltee—

Minutes—Presented . . - . . 6ofa
Statement re Asian-African Confutnoe huk. at Blndunx . . 6972=74
State Bank of India Bill—

Clauses 2 to 53 and 1 . - . . 6974—T21

Schedules one to four

Motion to pass, as amended—Adopted . . . T218~36

Government Premises (Eviction) Amendment B:.IJ—

Time for presentation of Report of Select Oumtm—Enmd 5 . 7237—38

No. s4—Moxpay, 28D MAY, 1955— ’
Motion for adjournment—

Labour situation in Kanpur . . 723941

Presidents’ assent to Bills . . . 241

Message from Rajya Sabha 7243

Balance u.heeu and Aud.lt.kepornm ofDellu Rud 'l'hn-ponAmhmq, :953.

o
Revised Emmtteu :954-55 and Budccc Bstimm:l :955-56 of Dalh'l Sm Eleo-
tricity Board. « 7243
Committee on Pemwm--

Fifth Report—Presented . - 5 . E . . 7243

Leave of Abscnce . . f . & e . . 7243
Calling Attention to matter of Urgent Public Impcmma-—- )

Use of Hindi in U. P. S. C. Examinations. - . . T244—46

Citlzenship Bill—introduced . ) . 7246

/ Indian Tariff (Amendment) Bnl-—-]'mmctuead . 7246

 Hindu Marriage Bill, as passed by Rajys Sabhe—
mﬂ to cmhder—Moptﬁd s . 5 T246—737%, 7379—7439



{iv)

Companies Bill—
Report of Joint Commxttob—p':eaemed . . N v . 7379
Business of the House . . . . . 5 . . T439-40 L
No. 55—TUesDAY, 5RD MAY, 1955—
Papers Laid on the Table—
Public Debt (Compensation Bonds) Rules, 1954 . . . . 7441
Public Debt (Annuity Certificates) Rules, 1954 . . ' . T441

Ministry of Finance Nou.ﬁemm G.ued 3- 5-55 re reducuons in :mporl D-u-uu
cn Cotton textiles

Committee or Subordinate Imlmmn—
Third Report—Presented .

- T441-42

Election to Committeesg—

Indian Central Arecanut Committee . . . . . . . . T442

All India Council for Technical Education . e = . . 5 . T446-47

Statement re Reductions in import duties on cotton textiles from U. K, . . T442—43
Calling attention to matter of Urgent Public Importance—

Allegations against Working of the Kosi Project, . E . T443—46
Hindu Marriage Bill—

Consideration of clauses—Not mcludbd . » . = . « T447—T765

Clanses 2 ro 12 : . . " . . 2 . . . . 7449—765
No. s6—~WEDNESDAY, 4TH MAY, 1955—
Motions fo: adjournment—

Deportation of certain satyagrahis by Portuguese Authorities . 7657—61

Labour situatiou in Kanpur . . 5 . + 766165
Papers laid on the Table—

Review of General Agreement on Tariffs and Trade . . = . . 7665

Ststements showing action taken by Government on assurances etc. . . T665—67

Amnua) Report of Commissioner of St:heduled Castes and Scl*eduled Tribes fur

period ended 315t December, 1954 . . r . . 7667
Evidence on Compauies Bill, . e . i . . . . - 778%

Messages from Rajya Sabha. . . . . . . e e . . 7667—70
Code of Criminal Procedure (Amendment) Bill—

Laid on the Table as returned by Rajya Sabha with amendments . . - 76,
‘Hindu Marriage Bill, as pussed by Rejya Sabha—

Consideration of clauses—Not concluded. . . . . 7670—7788, TY85~=T0L
Clavses g to I2 . . . . . . . . mo-—s:;
Clauses 13to 18 . : : . . . . 1690—7735. 'nﬂs%
Clauses 19 10 23 ' . ' . . . . . . T833ls"

Clausss 24 to 28 u . . . 786540
No. 57—THURSDAY, STH MAY, 1955—

Calling attention to matter of Urgent Public Importance—

Appointment of a Commission on Hindi . . - . . 7911—15

Message from Rajya Sabha— :

Committee on Assuiances— . . . . . . . 79713
Second Report—Presented . . . . . . . 7913
Correction of answer to Starred Question No. 3435 ' ' . 7913

Hindu Marriage Bill—

Consideration of clauses—Concluded . g s 7913—3“!
Clauses 24 to 30 and x . . . . « 79135

Motion to pass—Adopted . . . ‘ . 7954—"



v)

Columng
Hindu Succession Bill— 5
Motion re Joint Committee—Not concluded . ‘ . BooS—8110

. §8—SATURDAY, 7TH MaY, 1955~
Papers laid on the Table—
" Replies to Memoranda of Members re. Demands for Grants, 1955-56—Railways 8111

M;moranda re. p)mu raised durm.g Budsﬂ Deblte on Irnp:uon and Powcr
rojects g

81171
| Statemert re. progress of action takﬂ.'t on irresu.llntiea in Hmhld Pw]ect 5 . Brrr-ia
‘orrection of answer to Starred Question No, 1750 . . f . f . Briz-i3
Statemert re. Textile Mills in Pondicherry o : . . . 5 8113—15
Calling attention to matter of Urgent, Public Importance—
Unemployment in Cential Excise Department . . . . » B2r1—17
Representation of the People (Amendment) BﬂJ—Wuhdrnn . . « BIIj=—I19
Codz of Civil P.oczJure (Am=ndme:nt ) Bill—Irtroduced 8 . . « Briz

Inlian Crinige (Am:nim:ot) Bill—Introduced
Land Customs (Amendment) Bill—Introduced
Business of the House—

Report of Commissioner for Scheduled Castes and Scheduled Tribes
"Hindu Succession Bill—

. - - . 5119
. . . 8120

. 8120-21

Motion re. Joint Committee=Not concluded.
Death of Shri Chinaria

.

8121—8279
. e 5 8279-80



Oaxzating
FL."!, :

™l

LOK SABHA DEBATES A< 2"55’2 -

¢ . Jos[2. 00
(Part TI—Proceedings other than Quesﬁonm%'mr#-

6107

LOK SABHA
Saturday, 23rd April, 1955

S—

The Lok Sabha met at Eleven of the
Clock

[Mr. DEPUTY SPEAEER in the Chair]
QUESTIONS AND ANSWERS
(No Questions: Part I not published)

STATE BANK OF INDIA BILL—
Contd. -

Mr. Deputy-Speaker; The House
will now resume further considera-
tion of the following motion iroved
by Shri Arun Chandra Guha oa the
22nd April, 1955:

“That the Bill to constitute a
State Bank for India, to transfer
to it the undertaking of the Im-
perial Bank of India and to pro-
vide for other matters connect-
ed therewith or incidental there-
to, be taken into consideration.”

The Minister of Revenue and De-
fence Expemditure (Shri A C,
Guhba): Sir, yesterday 1 just iitiat-
ed the consideration of this very im-
portant Bill. I think in fairness to
this House I should say that, but
for the unfortunate illness on the
part of the Finance Minister, this Bill
would have been piloted by him, a
much abler person to do tnis job than
myself. 1 hope the House will bear
with me and take my deficiencies with
some #mount of indulgence.

It is a great pleasure for me,—in
fact, I consider it to be a proud pri-
vilege—to be put in charge of pilot-
100 LSD—1
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ing this Bill. I coasider this Bill as
one of the most important measures
presented before this House in recent
years: and to be considéféd and pas-
sed by th].s Housg‘

This"*®  purportt to tdke over the
Imperial Bank of Inq_m_ under Gov-
ernment control. There may be some
fastidious objections as to whether
it is nationalisation or not because
the Bill provides that at least up to
55 per cent. of the shares of the
newly-formed Bank would remain in
the hands of the Reserve Bamk and
up to 45 per cent, shares may be al-
lowed to go to private hands. But
Sir, I feel that to all intents .and
purposes this is a Bill for nationalis-
ing the Imperial Bank of India,
However, I do not like to enter into
the technical controversy at presgnt,
but for the sake of brevity I shall be
using the terms ‘national sation’ and
I hope hon. Members would not object
to it.

Sir, the natio: lisation of the Im-
perial Bank of India is by itself a
very important measure, You your-
self, Sir, and the father of this House,
Shri B. Das, and quite a number of
other Members have axpressed a de-
sire repeatedly about the nationali-
sation -of the Imperial Bank, I can
say, perhaps, without any fear of
contradiction that as far as this pro-
posal goes, there is absolute un-
animity in this House and I expect that
there will be almost a fair 1t of
unanimity even in the whole country.
So, by itself, simply that nationalisa-
tion of the Imperia]l Bank is a very
important measure. [t embodies the
aspirations and desires of the Mem-
bers of this House and of the pubiie
also.,

s f"-gh""u u&"-‘ *gon‘
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‘But, that ¥ not the sole purpose of
this Bill. Perhaps the more impor-
tant thing is the rural credit struc-
ture that will follow fgom this Bill
angd another consequentia] Bill which
would amend the Reserve Bank of
India Act, This House on different
occasions—and I think the last was
yesterday—expressed its  anxiety
about rural credit. And, rightly so,
because the subject deserves the
highest priority and consideration
from this House. The- state of affairs
in rural credit was not at all satis-
factory so long and by this-important
measure the Government is geing to
take a determineg step to: do some-
thing tangible and appreciable for
rural agricultura)l credit.

Let me then take up the two dif-
ferent aspects separately. I think I
should say a few words about the Im-
peridl Bank. Members know that it
was formed in 1920 by the amalga-
mation of three Presidency Banks.
Before the establishment of the Re-
serve Bank of India the Imperial
Bank had-in fact been discharging
certain central banking functions as
well and also doing all government
work., Although after the coming into
existence of the Reserve Bank the
central banking functions were
taken over from the Imperial Bank
by the Reserve Bank, the Imperial
Bank continueg to occupy a special
position #n many respects. The Im-
perial Bank is the agent of the Re-
serve Bank which is now the Gov-
enment’s banker in all Part A ard
part C States, at every place at which
the Imperial Baak—but not the Re-
serve Bank—happengs to have a
Branch. In many places the Reserve
Bank has not got its branch: so the
Imperial Bank operates on behalf of
the Reserve Bank and the Govern-
ment in such places. The manage-
ment of the currency chests is an
important privilege which the Im-
perial Bank enfoys and this enables
the Imperial Bank to operate with
substantial balances, Through the
facilities available in the shape of
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currency chests arrangemints are
made for affording remittance facili-
ties to the scheduled banks and the
co-operative banks and the machinery
of the Imperial Bank is of the utmost
importance for this purpose, The Im-
perial Bank has a country-wide bank-
ing grid and these facilities are being
availed of both by the Government
ang the Reserve Bank. The Rural
Credit Survey rightly observed that if
there was no Imperial Bank it would
have been necessary to create one,
Apart from this special position, the
Imperial Bank has always derived a
considerable patronage because of
the fact that under the rules framed
by various governments, or under
administrative orders of the Govern.
ment or on advice of the Reserve
Bank, public ang quasi-public funds
are generally kept with the Imperial
Bank., The Bank also enjoys a spe-
cial position #¥n respect of guaraniee
bonds or deposit receipts furnished
by contractors in the discharge of
government contracts, The Imperial
Bank continues to manage most of
the clearing houses and acts as bank-
er's bank in some respects, parli-
cularly at places where branches of
the Reserve Bank have not been
established. In fact, under Section
24 of the Banking Companies Act
the balances of the banking com-
panies deposited with the Imperial
Bank are treated as cash. It is thus
obvious that the Imperial Bank has
always occupied a very special posi-
tion ¥ the banking structure of
the country.

There have been many allegations
in this House about the privileges and
patronage the Imperial Bank was en-
joying from the Government ang the
services that it was rendering to the
public and the mnation, One was
about nationalisation of the services.
I think, except a few, not exceeding
half a dozen and those also not oc-
cupying very top positions—the en-
tire personnel of the Imperial Bank
have been nationalised. Then there
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Is the share position. I think quite
a big majority of the shares is held
by Indians. Apvhow, this is not the
place to consider the alleged errois
of commission and omission on the
part of the Imperial Bank; that will,
on the passing of this Bill, be a
thing of the past. Perhaps, most of
the allegations were not quite justi-
fied. Even if they were justified
that woulg rather furnish an addi-
tional reason for nationalising the
Imperial Bank,

Then, as regards rural credit, I
think, it is rather too late now to
emphasise the ¥nportance of agricul-
ture and agricultural credit m a
country like India. Seventy per cent.
of the population, more or less,
depends on agriculture or is living in
rural areas. It may be said that
agriculture ¥ fhe basis of all wealth
It ig also the basis of all civilisation
and culture. No country can ignore
agriculture, particularly a couatry
like India. Whatever may be the
position of a small country like Eng-
land, India or other big countries—
I mean geographically big countries—
cannot be indifferent to the develop-
ment and proper functioning of agri-
culture. Peasants have often beea
described as the pack animals of
history and civilisation. Perhaps,
there is justification in this. They
have built up this pyramid of civili-
sation but they have not got their
due share of the benefits of civilisa-
tion,

I think, at one stage, land more or
less belonged to the community, but
at some unhappy date it passed into
private control and occupation, From
then started the exploitation of hu-
man labour apnd gradually, the frag-
mentation of land added to the miser-
ies of the peasants. With the
advent of British rule, rural indus-
tries, cottage and small-scale indus-
tries were ruineq as a deliberate
policy for the benefit of the British
Industries. That was the period of
the Industrial Revolution in Britain
ang it was necessary for them to
ruin the rural industries of India.
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Naturally, there was more strain and
pressure on land. The British laws
gave further facilities to money lend-
ers for the exploitation of agricul-
turists and made serious inroads in-
to Indian rural life which was essen-
tially governed by co-operation, “By
the latter part of the 19th centary,
the passing of the agricultural lands
from the hands of the peasants to the
moneylender became a common pheno-
menon, Usurious rates of interest
were the order of the day as there
was no alternative agency to provide
finance to the agriculturists,” I am
making this quotation from a publi-
cation Pssued on the occasion of the
Golden Jubilee of the co-operative
movement. That is the finding cf the
authorities and economists who are
interested in the co-operative mova-
ment. This rural indebtedness led
to the passing of the land from the
real farmers into the hands of big
middlemen, mahajans and the money-
lenders. It has been said of the In-
dian ryot that the ryot toils so that
others may rest and the ryot sows
so that others may reap. That was
the position of the Indian ryot til
the end of British rule.

There has never been a vorrect
estimate of the volume of agricultural
debts or the volume of credit require-
ments in Irdia. There have been
different estimates at different times
but the Rural Credit Survey has made
some estimate which may be taken
to be somewhat dependable, 1 think
they have put the figure of annual
requirements of credit at Rs, 750
crores. Before the war, this burden
of debt on the agriculturist was much
heavier and during the war,...

Shri M. S. Gurupadaswamy (My-
sore): May I know what is the in-
terest paid on this debt annually?

Shrli A. C. Guha:
the figures.

Shri X. K. Basu
bour): Notice.

Shri A. C. Guba!...... During the war
some of the sgriculturists were able

I have not got

(Diamong Har-
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to clear some of the debts but still,
according to the estimate of the Rural
Credit Survey, which may be taken
as somewhat dependable, there is
Rs. 750 crores of rural debt, As I
have stated above, it is mostly due to
these debts that land was passing
frcm the hands of the agriculturists
into the hands of the middlemen and
big tenants. Not only that; it was
due to these debts that some of the
agriculturists were really turned to
the position of near serfs. Engels
refers to this state of affairs and calls
such tenants debt-slaves, A debt-
slave is one who has signedq himselt
body and soul to the usurer and, J
think, what was prevaleat in Europe
was prevalent in India in a much ag-
gravateq form.

Only last year there was a survey
of agricultural labour # India by
the Central Goverament., Agricul-
tural labour is deflned in that survey
and includes some marginal :ultiva-
tors with small strips of land for
whom labour was the major activity
and 50 per cent, of whom were com-
pletely landless. The number of
families of such agricultural labour
in India was 17°6 millions out of a
total of 58 millions of rural people,
which means about 30 per cent. of the
rural pecple,..

An Hon, Member: Families

Shri AL C. Guha: Yes, families
30 per cent of the rural families are
agricultural labour who have ‘o de-
pend mostly or solely on their labour
in the fields of other men,

Then, it woulg be interesting for
the Members to know the income wof
this agricultural labour. In West
Bengal, i#t is Rs. 180 per year while
the income of the industrial labour
is Rs. 268 which means agricultural
labour gets only 59 per cent of wkat
the industrial labour gets. In Bihar,
it is Rs. 119 for agricultural labour
‘and Rs. 332 for industrial labour, the
percentage being 36. In Wadhya
Pradesh, it is Rs, 87 for agricultural
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labour and Rs, 262 for industrial
labour, the percentage being 33. In
Orissa, 1t is Rs. 79 for agricultural
labour and Rs, 145 for industrial la-
bour, the percentage being 54, In
Punjab, it is Rs. 121 for agriculturat
labour and Rs. 216 for industrial la-
bour, the percentage being 56. In
Bombay, it is Rs, 88 only for agri-
cultural labour ang Rs. 368 for indus-
trial labour, the percentage being 24,
So, you can understand what ravages
have been done to our peasantry

Shri T. S. A, Chettiar (Tiruppur):
What is the figure for Madras?

Shri A. C. Guha: I have not got
the figures for Madras. I did nct
find them in the report, So. we can
understand what ravages have been
done to our agriculture ang tn the
peasantry by this agricultural debt
due to which they have been forcea
to pass over their lands to bigger
tenants or to the moneylenders.

It has also affected our food pro-
duction. You can quite understand
the difference between a farmer
working ™ his own fleld. where the
products of his labour would come to
him and a farmer working in the field
of another where he will get only
some wages, The difference need
not be emphasised by me and it will
easily be understood by the Membeil
of thi= House,

Pandit Thakur Das Bhargava (Gur-
gaon): Is the peasant in Punjab get-
ting about Rs. 10 per month? You
said it was Rs. 121 per year.

Shri A, C. Guba: Yes, Rs. 121 per
capita of the agricultural labourer's
family. That is according %o the
survey made by the Government of
India in 1950.

Shri T. S. A, Chettiar: How ran it
be?
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Shri A, C, Guha: It should be cal-
culated on the basis of the family—
generally of 5 persons,

Shri Bansal (Jhajjar-Rewari): What
is the source of the information of
the hon. Minister?

Snri A. C. Guba: The Agricultural
Labour Survey of the Government of
India, 1954, signed by Shri Giri.

Mr. Deputy-Speaker: May I suggest
to the hon. Minister that whoever
might put the question, he will face
the mike and then address the House?

Shri A. C. Guha: Yes, Sir.

Then, there is another aspect In
agriculture, Agricultural wvocation
ks just a sort of compulsion for a
large number of people. Other voca-
tions are more or less selective, They
can select the number of workers and
they can reject the others. But in
agriculture that is not possible:

“For millions of persons bom
in the rural districts, there is no
escape from agricultura] career,
while other industries are selec-
tive and they attract roughly that
number of candidates who can
find accommodation.” )

But agriculture cannot afford to do
that,

“Agriculture thus fills the
thankless role of acting as the
great population insurance sys-
tem of the world, always capable
of supplying human labour for
industries and industrial jobs
(and also sometimes for the De-
fence Forces), mever expectng
to be relieved of more oOf her
supply than it is convenient for
dndustries to abserb.”

So, with the inrvease of population
everywhere, there is greater strain on
our agriculture. As has been said in
the quotation, I gave earlier, indus-
try can take a certain number of
people when it requires, ang it has
no responsibility for the humbers, but
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those who are born in the rural areas
or in the agricultural or other en-
vironments, every one has a com-
mitment for agriculture to be main-
tained, to be nursed and perhaps to
be sent to the graves. _

So, under these conditions, I have
brought this Bill, to this House.
Members know that most of the
States have introduced agrarian re-
formg but what purpose these agra-
rian reforms would fulfil? It wil
be quite useless unless we can pro-
vide agricultural credit. As has
been obtaiming in the past, even in
the future, the peasants, without
proper agricultural credit accommo-
dation, will be forced to mortgage
themselves. We can by legislative
enaciments prevent the meortgag.ng of
the lands or the alienations and then
transfer all the lands but it would
not prevent the mortgaging by the
peasants, their families and their
products to the money-lenders and
the bigger tenants. So, to effectively
implement the agrarian reforms on
which this Government puts the
highest priority, it is absolutely
necessary for the Government ro pro-
vide agricultural credit also. No
Government can be indifferent excefit
at its own peril to the requirements
ang to the necessities of the peasants.
Peasants, after all, are the repository
of all the social forces, They can
shape or shake the world and the iwo
great revolutions of this age, the
Russian and the Chinese revolutions,
were not proletarian revolutions but
they were in fact peasant revolutons
initiated by the peasants and also
carried to a fruition by peasants.
Perhaps they may not have got their
due share of the results of the revo-
lution. But we waat here, we want
this Government, to take the lead
of this revolution and to ensure that
the peasants’ may have their dve
share in the revolulion which is in the
offing and to guide and properly
canalise them,

Shri Syamnandan Sahaya (Muzaf-
‘farpur Central): We shall communise-
them. Why should they?
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Shri A. C. Guha: I shall now come
to the provisions of the Bill. As I
have said, with the taking over of
the Imperial Bank and the amend-
ment of the Reserve Bank of India
Act, which will follow immediately,
the Government will set up a machi-
nery for distributing rural credit.
It has not been, as I said yesterday,
because of the paucity of money or
any lack of willingness on the part
of $he Government that rural credit
hag not been so far forthcoming to
the agriculturists. It is only the lack
of organisation. We may be im-
patient; naturally, we are all #mpa-
tient at the slow progress in this
matter, But, we caanot just quarrel
with the tools. We can only amend
them. We can only change them and
that is what we are doing today,
After the passing of these two Bills,
Government will see that the co-
operative movement is put om a
proper form and is properly orgamis-
ed. We envisage State participation
in the co-operative movement, The
State Governments will subscribe to
the share capital of the Apex banks,
the Apex banks will subscribe to
the share eapital of the Central bank
and the Central Bank will do the
same to the Oc-operative bank. We
shall see that warehouses are esta-
blished all over the country. There
will be a Central Warehousing Cor-
poration with its counterparts in all
the States. We shall also see that
there is organised Co-operative Mar-
keting. In the ultimate analysis,
warehouses and marketing would be
more important, even more important
than the mere provision of rural cre-
dit. Very often the agriculturists
are forced to sell their goods, their
agricultural produce, at a dictated
price, They cannot hold on, They
have no holding capacity. The mid-
dlemen manipulate the market in
fguch a way that the agricultural pro-
ducts pass out of the hands of the
agriculturists at a very low rate and
after the goods have passed out of
hands of the agriculturists, the price
is allowed to rise. With this pro-
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vision of warehousing ang proper
marketing, this distress sale of agri-
cultural goods will be prevented.
The agriculturists will put their pro-
duce in the warehouses and against
these things, they will get some cre-
dit so that they can carry on for
some months and wait for the sale
of these goods at the proper price,
This warehousing organisation and'
Marketing Board will also see that the
proper price is ensured,

Several times in this House, the
claim was made that there should be
price support to the agricultural pro-
duce. That #nvolves a big financial
commitment. I do not know whether
just at present it would be possible
for the Government to undertake
such a big task. But. I can assure
the Members that this warehousing
and marketing sarrangements would,
in a way, give some price support to
the agricultural produce. Just at
present, when the agricultural prices
have been going down, I think this
measure would allay the anxieties of
most of the Members as well as the
tenants all over the country.

Recently, there was a conference of
the State representatives dealing with
the co-operative movement. They
have accepted the recommendations
of the Rural Credit Survey and they
have expressed their eagerness and
earnestness to go forward with this
programme. It is contemplated that
there should be a planning and finane-
ing body at the Centre under the
Ministry of Food and Agriculture to
be called the National Co-operative
Development Board which will plan
a system of countrywide storage and
warehousing. Provision of godown
tacilities will be made at the Centre
by the Central Warehousing Board and
at the State level there will be State
Warehousing Boards and below, co-
operative societies. It is further
contemplated that a marketing system
will be organised in each State culmi-
nating in an Apex State Marketing
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Bociety, and the National Co-opera
tive Development Board will mourish
and support with finance as well as
guide and co-ordinate all these co-
operative efforts in the State' field
which will be administratively within
the jurisdiction of the State Govern-
ments,

Everybody kaows that as yet, the
co-operactive societies have not been
able to make much progress, I think
the House will be interested to know
that up till now, the co-operatives
have been able to give no more than
3-1 per cent of the credit required by
the peasants, Government Supply 3'3
per rent. Commercial banks advance
less than 1 per cent, Still over 80
per cent of agricultural credit is imn
the hands of the private money-
lenders. There is, therefore, ap ur-
gency to develop co-operative socie-
ttes and to spread the organisation
throughout the countryside, so that
they can take up in right earnest the
problem of agricultural credit.

There may be some dispute about
the efficacy of the co-operative move-
ment, particularly due to its past
record. It would not be fair to con-
demn an institution which has proved
a fuccess in many other countries
simply because of our own deficiencies.
Under the British Government, it
was not their interest or intention to
develop the co-operative movement,
They made a start simply as a sort of
a make-believe thing Since the
achievement of Independence, the Gov-
ernment has been paying more atten-
tion to this matter, Partition and
post-partition and post-war froubles
hindered the progress of the co-ope-
rative movement to some extent,
particularly in the Punjab and Ben-

gal.

Shri Syamnandan Sahaya: Madrag
and Bombay,

Shri A, C, Guha; In fact, Madras
and Bombay are the only two States
which have really developed some co-
operative movement.
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Shri Bansal: Madras Members do
not seem to be so sure.

Shri Gadgil (Poona Central): Any-
way, we are aware,

Shri A, C. Guha: It is oa the re-
port of the Rura]l Credit Survey, and
on our own experience and on the
study of this problem......

Shri Matthen (Thiruvellah): The
Rural Credit Survey Report has not
been circulated to the Members, Oaly
a summary has been circulated.

Mr, Deputy-Speaker: It is not ex-
pecied that every report will be cir-
culated to all the Members. They are
all placed in the Library of the House
and copies of summaries have been
distributed. Hon, Members who are
interested may look into the copies
in the Library.

Shri V. P, Nayar (Chirayinkil): I
have tried nearly five thmes. There
are only 4 or 5 copies, It is very
difficult to get.

Mr. Deputy-Speaker: The hon,
Member could have brought it to the
notice of the Chairman of the Library
Committee, He would have seen to it,

Shri V. P, Nayar: By the time, the
Bill would have been passed.

Shri Matthen: I doubt very much
if all the 3 volumes have been pub-
lished.

Shri A. M, Thomas (Ernakulam):
Only one volume, Vol. II,

Mr, Deputy-Speaker: Let there not
be a discussion of this matter. Let
the hon, Minister proceed, Order,
order. There is no good interrupting
the speech of the hon. Minlster in
this manner, Why should net hon.
Members hold their souls in patience
and at the end say, ‘we have mot got
copies of this'? Should they go on

interrupting like this?
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Shri A. C. Guba: 'So long, commer-
cial banks as I have stated, have not
been able to do much as regards rural
credit in India.** They have not been
able even to extend banking operations
m rural or even semi-urban areas,
in an undeveloped country, it is not
sgr-easy for commercial banks, who
opgrate primarily with some profit
wetive, to extend their branches o
rural areas, and that has to be done
by the co-operative banks and also
by the State Bank of India which
will open 400 branches in rural areas
and work in close co-operation with
the co-operative banks and ware-
housing socketies, These 400 branches
of the State Bank of Indta—and more
that will follow—will cater not only
for the agricultural credit require-
ments but also serve the interest of
rural industries—small-scale  indus-
tries and cottage industries. This
House has on many occasions shown
its interests in the rural industries,
small-scale and cottage industries.
Moreover, it is admitted that it is
perhaps the only way to speedily
solve the problem of unemployment.
It & not possible to create tem or
twelve million jobs through big In-
dustries, All these 400 rural branches
ot the State Bank will also help
these rural industries.

Another function that the branches
will serve in the rural areas is this.
In the rural areas, we presume
there are some savings. There may
oe some surplus money, but there 1s
no place where the rural people can
deposit their money. These 400
branches will help in collecting the
savings of the rural areas, and that
will help in the development of the
country.

It will be noticed that the present
Bill confines itself to the transforma-
tion of the Imperial Bank intp the
State Bank of India. But the Rural
Credit Survey Report also recom-
mended the nationalisation of the
State-spansoreq banks. There are
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ten State-sponsored banks; the Rural
Credit Survey Report has recom-
mended the taking over of these
banks. But this Bill has only pro-
vided for the taking over of the
Imperial Bank, We have been hold-
ing consultations and discussions
with the different State Governments
and we expect it will be possible for
us to take over those banks also
very soon. We have made a provi-
sion in clause 35 of this Bill whereby
voluntary merger would be possible
The present provision #n the Banking
Companies Act as regards merger of
two banks ig rather a tortuous process
and very difficult to get over. So in
this Bill we have incorporated a
provision for the merger of any bank
with the State Bank of India, and we
expect that most of these State-
spensored  banks would  voluntarily
agree to merge with the State Bank,
If they do not, then of course we
chall have to come out with another
Bill for the State-sponsored banks,
Moreover, the House may be aware
that there is a large number of gmall
banks for whpm it is very difficult to
function prop®ly as banks. The only
alternative may be to wind up all
those banks. That means, liquida-
tion or merger of those banks with
some other banks or transformation
of those banks ito some other trad-
ing companies, The third process is
not commendable because that may
enable the wrong-doers to escape
with the ill-gotten money that they
may have made as managing autho-
rities of those banks, So we are
very cautioug in allowing the third
method, that is, converting those
smaller banking companies into some
other form of trading 2
Then what remains is either liquida-
tion or merger !n some other banks.
No commercial bank would like to
take over the diseased limbg of the
banking organisation except perhaps
the State Bank which will be the res-
ponsibility of the State in a way.
Liguidation would mean the ruination
of a large number of depositors for
nG [Iault of thelr own. So we do not
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favour the liquidation proceeding
also. We hope lhe provision put in
clause 35 of this Bill will enable the
State Bank to examine, and ¥ neces-
sary after due examination, take over
some of those other banks, non-
scheduled banks numbering about 400
or more,

Shri Matthen: What about schedul-
ed banks?

Shri A. C. Guha: If they like, they
can come under this clause.

Shri Matthen: If they do not like?

Mr. Deputy-Speaker: If they do
wot like, they may keep quiet.

Shri A. C. Guha: I think the pro-
blem is more acute in Travancore-
Cochin. But there is no scheduled
bank in Travancore-Cochin.

Shri Matthen: There is a scheduled
bank in Tranvancore-Cochin.

Mr. Deputy-Speaker: The hon.
Minister may go on.

Shri A. C. Guha: The general
scheme of organisation of the State
Bank will be that on the appointed
day, that means, when this Bill will
come into operation, the entire shares
of the State Bank will be transferred
to the Reserve Bank of India. The
Reserve Bank will keep at least 55
per cent. of the shares and may
transfer up to 45 per cent. to private
holdings.

Shri T. S, A. Cheitlar: Which is
- the relevant clause?

Bhri A. C. Guha: I shall come to
that later.

All officers and employees of the
Imperial Bank, except the Managing
Director, the Deputy Managing
Director and other directors shall,
from that date, hold corresponding
office of the same tenure and under
the same conditions as previously,
with the State Bank of India. There
s, however, a provision that later on,
the Government may alter the terms,
remuneration and conditions of ser-
vice of those employees. As regards
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the Managing Director and the Deputy
Managing Director, I think the House
knows that they enjoy very high
salaries. ...

Shri Gadgil: The highest salaries.

Shri A. C. Guha: ...and it may not
be appreciated by this House or
approved by this House that those
salaries should be confirmed by this
Bill. So we have kept those officers—
the Managing Director, the Deputy
Managing Director and also the
directors—out  of the stabilisation
provision of this Bill.

Then I think I should come to the
compensation clause. We  have
adopted the same formula as was
adopted in the case of the Reserve
Bank of India, that means, the aver-
age price of the last twelve months
from the date on which the announce-
ment of nationalisation was made,
ie. 20th December, 1054......

Shri Gadgil: How many times the
face value? Twenty times?

Shri A. C. Guha: No, no. Just a
little over three times. A share of
Rs. 500 fully paid will be compensat-
ed at Rs. 1765-10. But I think the
House will also recollect that most
of the present shareholders are not
the original shareholders who got the
shares at Rs. 500. Most of them have
purchased later on and must have
paid a higher price. .

Shri Gadgil: And that fact was
not taken into consideration when we
acquired the zamindari?

Shri A, C. Guha: Zamindari was
acquired at a much lower price. It
was largely looted property and taken
into posseSsion or given to the Muslim
Nawabs by the East India Company
as prices for loyalty.

Shri Gadgil: There were also pur-
chases in between.

S8hri A. C. Guha: Hardly.

Pandit Thakur Das Bhargava: A
very large number.

Shri A. C. Guba: Anyhow, that is
the provision we have oput in  here,
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[Shri A. C. Guha]
on the basis of the formula that we
accepted. That is a point to be de-
bated.

Shri Matthen: What was the mar-
ket price on the date of announce-
ment?

Shri A. C. Guha: I do not know.
Anyhow, on that formula we have
proceeded. I should also mention
here that since the HousSe passed the
Constitution Amendment Bill, which
gave powers to the Central Govern-
ment, we have not taken any step to
use those powers in a whimsical or
arbitrary manner. As I have stated,
there will be some who will say that
this compensation is too high and
there will be others who will say
that this eompensation is too low.
Anyhow, we have stuck to the formula
which was adopted before in the
case of another Bank, the Reserve
Bank of India.

The payment of compensation will
be phased like this. Up to Rs. 10,000,
the shareholder will have the option
to take in cash and beyond Rs. 10,000
the compensation will be given in
bonds. I have stated before that the
Reserve Bank will be at liberty to
issue 45 per cent. shares to private
parties and preference will be shown
to those who have been holding shares
at present.

Shri Kasliwal (Kotah-Jhalawar):
At what price will the shares be
given?

Shri A. C. Guha: To the present
shareholders—upto the value of the
compensation fixed.

Shri T. 8. A. Chettiar: How do you
arrive at that figure?

Shri A. C. Guha: It is the average
of the last few months. Then, some
may argue why only this 55 per cent.
of the shares, why not 100 per cent.
of the shares be retained by the Gov-
ernment or the Reserve Bank.

Shri Bansal: What was recommend-
ed by the Rural Survey Committee?
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Shri A. C. Guha: Subject to correc-
tion, I think we have followed the
recommendations of the Rural Sur-
vey Committee. The recommendation
is for effective control.

Shri Bansal: I think they recom-
mended 52% per cent.

Mr. Deputy-Speaker: What is the
good of this kind of conversation?
The question 15 heard but the answer
is feeble. I am not able to follow the

answer.

Shri A. C. Guha: The State Bank
will also function, as the Imperial
Bank is at present functioning, as a
commercial bank, For instance, it is
the biggest commercial bank in the
country. Out of the total deposits of
Rs. 912 crores, including those of the
Exchange Banks and Scheduleg Banks
Rs. 207 crores are the deposit of the
Imperial Bank. A little over one-
fifth of the total bank deposits lies
with the Imperial Bank and we shall
not take any step which can damage
the efficiency of the State Bank
functioning as the biggest commercial
bank of the country. We want the
commerical community and private
persons also to be in a way associated
with this Bank, but Government has
taken enough care to ensure that
complete control of the Bank  re-
mains with the Government. There
will be 20 Directors. Chairman and
Vice-Chairman to be appointed by
the Government, two Managing
Directors to be appointed by the
Central Board #m consultation with
the Government, eight Directors to
be nominated by the Government—
apparently non-officials they = will
be—and one official representing the
Government on the Board of
Directors and one nominee of the
Reserve Bank of India. So, there
will be fourteen nominees or
appointees of the Government. As
against the fourteen, private share-
holders will be entitled to elect only
six Directors. There should not be
any doubt as to the over-all com-
plete control of this organisation by
the Government of India.
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Shri Bansal: Will the nominees of
the shareholders be on  regional
basis?

Shri A, C. Guha: Yes, on regional
basis. Besides the Central Board,
there will be Local Boards and Local
Head Officers also.

Shri Gadgil: As in the case of the
machinery of the Reserve Bank of
India.

Shri A. C. Guha: We have almost
followed the provisions of the Reserve
Bank Bill. There will be some local
head offices also. At present there
are head offices at Madras, Bombay
and Calcutta, and the Government
may later on notify any other place
to have a local head office and a local
board. There will also be an
executive committee and its functions
and duties will be determined by the
Central Board.

The usual disqualifications of the
directors of banks and the usual safe-
guards against directors participating
in business of interest to them have
been included, and provision has
been made for the Central Board
to constitute an executive committee
as well as any other committee for
the discharge of its functions.

I think I should state here that
Members of Parliament and ML.As,
as in the case of the Reserve Bank,
will not be entitled to be Directors of
this Bank.

Shri Gadgil: What is the logic
hehind this ban?

Shri A. C. Guha: The legislators
should devote all their attention and
time for legislative business and not
to commercial and banking- business.

While the Finance Minister made
the announcement of nationalisation
or taking over of the Bank on the
20th December last, he gave a specific
assurance regarding the safeguarding
of the uSual confidential relationship
between the Bank on the one hand
and the clients on the other. Accord-
ingly, a specific provision has been
made about the obligations in regard
to fidelity and secrecy on the part of
the State Bank.
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As I have already stated, we  are
really anxious and eager that the
State Bank of India should continue
to function as the biggest commercial
bank of the country. Not only that.
It will continue to give help as it has
been given now to the Scheduled
Banks and to guide the Scheduled
Banks, as the Imperial Bank has been
doing now.

12 woow

Then I come to another point.
Doubts have been expressed as to
whether the taking over under
effective control of the Imperial Bank
which commands one-fifth of the total
bank deposits would not be prejudicial
to the private sector, I think this
apprehension proceeds from some mis-
apprehension,

Shri Sadhan Gupta (Calcutta South-
East): Apprehension proceeding from
misapprehension?

Shri A. C. Guha: Or rather some
misconception.

Although it would hereafter
function under effective Government
control, the State Bank of India
would still be making credit facili-
ties available to the trade and com-
merce in the private sector. Nation-
alisation or Government control of
banking does not mean that accom-
modation will be advanced by the
agency only to nationalised wunder-
takings and not to undertakings in
the private sector. The Finance Min-
ister has already given an assurance
while announcing Government’s de-
cision about the nationalisation of
the Imperial Bank, in December
last, that the existing facilities avail-
able to trade and commerce will be
maintained unimpaired. I should
also give an assurance that Govern-
ment have no intention of encroach-
ing on the private commercial banks,
They will be allowed to function as
before. There should not be any
apprehension in the minds of those
connected with private banks that
this may just be the first step to-
wards the nationalisation of banking
institutions.

) Shri M. 8. Gurupadaswamy: What
is the next step?
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An, Hon. Member: Insurance.

Shri Algn Rai Shastri (Azamgarh
Distt —East eum Ballia Distt.—West):
Wait and you will see,

Shri A, C. Guba: Why do you anti-
cipate so much?

The other day the chairman of the
Imperial Bank in the meeting of the
board of directors said something

Shri Gadgil: Swan song.

Shri A, C. Guba:.....swan song or
funeral oration, and described the
occasion mournfully as the obsequies
of a great institution. I think it
should not be interpreted in that
way. The Imperial Bank by itseif
is a big institution, and it has served
the interests of the country, but I
think, as at present constituted, it has
outlived its utility. It must now
undergo some transformation.  Just
as previously. there were three Presi-
dency Banks in 1920 and they were
converted into the Imperial Bank of
India, I think likewise the Imperial
Bank now requires anpther transfor-
mation.

Shri Gadgil: Get rid of imperialism.

Shr: A. C. Guha: And that is what
we are now seeking to do.

. Instead of the unusual tune which
the chairman of the board uttered in
that meeting, I think he should have
remembered that legendary bird
phoenix which used to burn itself
after every hundred years to be re-
born of its own ashes. I think the
JImperial Bank also will be reborn in
a new shape and a new form, and
will serve the real interests of tha
country.

Before concluding, I should again
remind this House that the purpeose
of this Bill is not merely to take
over the Imperial Bank of India. but
its purpose is to recreate our rural
life, to vitalize and strengthen our
peasantry, and to rejuvenate the rural
areas. I think I should end with a
quotation from The Deserted Village
of Goldsmith:

“Sweet smiling village, love-
liest of the lawn,
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Thy sports are fled, and all thy
charmg withdrawn;
Amidst thy bowers the tyrant's
hand is seen,
And Jesolation saddens all thy
green.”
That is the present condition of our
villages. I hope that the machinery
that we are going to put up througn
this Bill will re-kindle the life of the
rural areas, and then we shall be
able to say again in the language ol
Goldsmith:

“Sweet Auburn!
lage of the plain
Where health and plenty cheered

the labouring swain.”

With these words, I commend this
Bill for the consider#fion of this
House.

Mr. Deputy-Speaker: Motion moved:

“That the Bill to constitute a

State Bank of India, to transfer
to it the undertaking of the Impe-
rial Bank of India and to provide
for other matters connected there-
with or incidental thereto be
taken into consideration.™

There are two amendments to this,
nne by Shri Sadhan Gupta and the
other by Sbhri Keshavaiengar.

Shri Sadhan Gupta: I am not mov-
ing my amendment.

Mr. Deputy-Speaker: What about
the amendment of Shri Keshavalen-
gar? Is he moving it?

Shri Keshavajengar (Bangalore
North): Yes, moving. (Interruptions)
I do not move it._

Mr. Deputy-Speaker: What? “Yes”

as well as “no”.

Shri Keshavalengar: I do not move
it.

Mr. Depufy-Spcaker: Very good. The
hon. Member is not moving it?

Shri Keshavaiengar: Yes.

Mr. Deputy-Speaker:
again?

- Shri Gadgil: He is moving that he
is not moving it.

loveliest wvil-

Is it ‘yes'



6131 State Bank

Shri Keshavajengar: 1 am not mov-
ing it?

Mr. Deputy-Speaker: He must :+
‘No' then.

Shri B. Das (Jajpur—Keonjhar): It
is gratifying to me that I am taking
part in the discussion of the State
Bank of India Bill. I am glad I am
glive to participate in this discussion.
It was in 1924 when I entered this
House that I saw the explojtation of
the Imperial Bank  through the
colonial masters, and although ten
years hence, ie., in 1934, we passed
the Reserve Bank of India Act, yet
we found no hope ol rural credit for
the benefit of the people of the
countryside. The Imperial Bank was
the dangerous enemy. I used to call
.it enemy No. 1 and I wanted that it
should be liquidated. I congratulate
my hon. friend Shri A. C. Guha who
is now instrumental in telling us that
the Imperial Bank is ligquidated, al-
though it was said by the Finance
Minister earlier. Now We have taken
the right step.

When the Reserve Bank became a
State-owned bank in 1948, we pointed
out to our late lamented friend Shri
R. K. Shanmukham Chetty who was
the Finance Minister then that selling
the Rescrve Bank shares and making
it a State-owned bank was not
nationaljsing the Reserve Bank. The
money might belong to the nation,
but the functions of the Reserve Bank
were not nationalised.

Today we are taking the second
step when we are creating a  State
Bank of India Tor giving rural credit
or agricultural credit for the benefit
of the masses, including, of course, the
cl I do not demur—who  will
benefit by the State Bank or any
other scheduled bank in their com-
mercjal activities.

In 1934 some of us fought hard that
the Reserve Bank should open agri-
cultural credit. We wanted that it
should help the co-operative societies,
by giving them agricultural credit.
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But that could not be given by them.
They took one gentleman into their
Bank, and he is now the Deputy
Governor of the Reserve Bank. He
is our old friend Mr. Ambegaokar.
But somehow they could not devise a
method by which agricultural credit
and rural credit could flow.

But the Reserve Bank remains a
bankers’ bank and the Government's
bank. It could not with its preoccu-
pations go into the question of
national credit or rural credit. of
course, I read in this pamphlet giving
a summary of the Rural Credit Sur-
vey Commitee's report that the Re-
serve Bank Governor Shri B. Rama
Rau appointed the Rural Credit Sur-
vey Committee in 1951, and it is as a
consequence of it that the name of
the Imperial Bank is wvanishing from
the horizon, and the State Bank of
India will come into existence in its
place in a few days. Sir, I wish my
hon. friend Shri A. C. Guha made a
good speech as to the future of the
State Bank. He talked about the
allegations made against the Imperial
Bank or the banking authorities in
India. I think he ought not to have
taken it so lightly. It was life, and
death for us. We saw the whole
country was awake. There was no
help from the colonial government; no
help even from the poor scheduled
banks of India because they were all
commercial banks. They had no time
to think of the rural credit and the
uplift of the masses. My friend had
rightly said that only 3 per cent.
of the money was given through the
co-operative banks. He himself also
pointed out that the co-operative
banks are not functioning well. I do
not wish to go into the past as to why
it is not functioning because a part
of the blame [ lay at the door of the
Reserve Bank and I also lay a part
of the blame at the door of the for-
mer government. The colonial view
of the government did not allow co-
operative system or rural credit to
develop. But, now that the State
Bank Bill is conceived in a way to
glve agricultural credit. to give rura)
credit, to give the States necessary
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finance to hold shares in the co-

operatives we expect some improve-
ment. Two Bills have been introduc-
ed already. One is the State Bank
and the other is the Reserve Bank of
India (Amendment) Bill, so that to-
day there is po difference between us
on this side and the Government.
Although it is my Government, today
the Government and we have come
nearer to the same truth and today I
bave no allegation to make against
this Government that they will delay
or hold up the matter. Today we are
unified in our desire to give effect to
a measure so that rural credit is pro-
vided, rural indebtedness is abolished
.and rural prosperity is maintained,
maintained and goes apace.

Sir, I have no objection to the com-
pensation being paid. The com-
pensation paid to the shareholders of
the Imperial Bank is a little more
than what it ought to have been, but
still we are fulfilling one part of the
declaration of the Government that
due compensation should be paid.
Shri A. C. Guha pointed out that they
are following the same procedure that
was followed when they took over the
Reserve Bank shares. Therefore, we
need not criticise that my capitalist
friends who have got a large number
of shares in the Imperial Bank may
get a little money. Above all the
money ‘will remain in India. There
are very few foreign shareholders to-
day in the Imperial Bank and we need
not feel that we are paying more
compensation.

One point to which I wish to draw
the attention of the House and Shri
A. C. Guha is that we must amend
clause 41 of the State Bank of India
Bill, on the portion of audit to bring
in the name of the Auditor-General
and his assistance in the matter of
audit. It was only in 1948, after
the attainment of independence and
before the Constitution came into
force that Shri Shanmukham Chetty
brought in an amendment to the Re-
serve Bank of India Act, introducing
the Auditor-General's examination of
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accounts. In Section 51 of the Act—
Appointment of Special Auditors by
Government—it is said:

“Without prejudice to anything
contained in Section etc. etc. the
Central Government may at any
time appoint the Comptroller and
Auditor-General to examine and
report on the accounts of the
Bank.”

That was the first admission of the
Reserve Bank that the Auditor-
General had got jurisdiction over it
But, as a member of the Public
Accounts Commitee I will tell you
that the Auditor-General owing to
shortage of staff and other difficul-
ties has not evglved yet the machinery
to control and audit the accounts of
the Reserve Bank. But, all the same
this was recognised in the year 1948.
That year the Government of India
also legislated the Industrial Finance
Corporation Act. Therein also they
brought the Auditor-General. They
brought outside auditors, but they
also brought the Auditor-General
there in section 44(iv) which says:

“The Corporation shall send a
copy of every report of the
auditors to the Comptroller and
Auditor-General of India at least
one month before it is placed be-
fore the shareholders.”

Therefore, the Auditor-General's con-
trol over the finances of India in cases
of State financed banks is recognised.

Thereafter I find that another Bill
was passed in 1951 and that is the
State Financi#l Corporations Act.
From 1948 the atmosphere of this
House was that the banks like the
Reserve Bank and other banks are
chary over the control of the Auditor-
General. Here I will read one sec-
tion 37—Audit, sub-section (iv):

“The State Government may
in consultation with the Com-
ptroller and Auditor-General of
India at any time irsue directions
to the auditors requiring them to
report ete.”
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So, there again the Auditor-General
is there. At that time the Constitu-
tion was not there. The Constitution
came into existence only on  26th
January, 1950. So, everybody was of
the view that whatever momey goes
from the consolidated fund or is spent,
it should be under the  Auditor-
General. The Auditor-General should
be the main or chief auditor and he
may take the help of private audi-
tors or auditors in private practice.

But, I got the surprise of my life
when in the year 1955 in clause 41
there is no desire to mention the
name of the Auditor-General. I think
this is a wrong omission; perhaps it
is an accidental omission. Whatever
the Company's Act will do, we do not
know. The Company’s Bill is still
with the Select Committee. But, this
is not the Company’s Bill. It is this
Bill that must say that the Awuditor-
General has the supreme right of
auditing the finance and the money
spent from the Consolidated Fund
which will always pass through the
State Bank. All treasury and other
things are operated through it. That
was our grouse in olden times against
the Imperial Bank that used to carry
on the whole treasury, and all muni-
cipal finances and public finances, It
never did anything in the interest of
the masses whose money it used to
treasure and handle. It may be plead-
ed that the constitutional right of the
Auditor-General remains. Yet, 1
give you the constitutional conundrum
that up to now the Auditor-General
has not devised the machinery to con-
trol and the accounts of the Reserve
Bank because money is required, staff
is required and sop many things are
required. I remember I  attacked
Shanmukham Chetty on the other
side. in 1948: and when he amended
the Reserve Bank of India Act I felt
that the authority of the Auditor-
General, as provided in the Constitu-
tion had been recognised in the Re-
serve Bank Act, although i is yet
to function properly. I do hope the
Finance Ministry will see their way
to  amend clause 41 to have the
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supreme authority of the  Auditor-
General, which does not take away
the right to appoint other  auditors.
Of course, in the State Financial Cor-
porations Act it has been said that
one of the auditors in the private
sector must be approved by the
Auditor-General.

1 do not agree with Shri Guha
when he wanted to tell us that the
establishment of the societies, the
States being parties and all that will
take time. He does not envisage that
in a couple of years we will get rural
eredit in such a way that rural in-
debtedness will vanish and there
will be prosperity all round. But, I
do hope and urge on the Government
that they must expedite the devising
of the machinery so that the 400
banks that will be started by  the
State Bank—200 are there already—
will work in the proper spirit and
show that really we have achieved
economic  swaraj. Without  that
economic swaraj we have been suffer-
ing and Banks like the Imperial Bank
of India were responsible for retarding
the progress of rural credit.

Shri H, N. Mukerjee (Calcutta
North-East): Mr. Deputy-Speaker,
when last December the announce-
ment was made by Government
regarding the mnationalisation of the
Imperial Bank and its amalgamation
with a new State Bank of India, it
was welcomed by broad sections of the
people. That is why we look upon this
Bill, in spite of its shortcomings, as
a step in the right direction. It was
very appropriate that the discussion
on the Bill has been, opened by my
respected friend Mr. B. Das. We
have heard so many times in this
House references which he has made
to the role of the Imperial Bank in the
old days. This Imperial Bank has a
long history of being one of the most
important financial instruments in the
hands of British finance capital in
India in their attempt to stifie the
growth of Indian commerce and in-
dustry and to keep India in a state
of planned backwardness as hewers
of wood and drawers of water. I
remember very distinctly the other
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day, when Mr. Deshmukh introduced
this Bill, there was a glow of
joy on Mr. Das's face. That
reminded me of the symbolic signifi-
cance of the Imperial Bank as it has
existed up to date and that is why
any attack on this fortress of finance
capital in the interests of the people
is certainly to be welcomed.

In recent years, we have seen ithe
somewhat coy entry of Indian inte-
rests into the portals of the Imperial
Bank. None the less, British interests
are still quite powerfu¥#hd, perhaps,
I might justifiably “say that ¥ is
British and Indian menopolists who
have been controlling the Bank. This
Bank has ben disposing of deposits
to the tune of over Rs. 220 crores out
of the total deposits of about Rs, 800
crores in the Scheduled Banks. Now,
generally speaking, these deposits
have been utilised in the interests of
the monoplists and their allies and not
for helping the small man either in
industry or in business. The small
man continues up to date to Ssuffer
from a cruel lack of credit facilities,
And so0, this decision to nationalise
the Imperial Bank is certainly wel-
come to the public the present Cong-
ress dispensation, that the huge
resources which are utilised in the
present fashion under the auspices of
the Imperial Bank will, from now
onwards, be utilised for national
advance and not to further the sec-
tional and narrow interests of
monopolists and speculators.

1 feel, however, that the Bill
requires to be drastically improved
if it is to come up to people’s expec-
tations. I feel that there must
initially be a clearcut realisation that,
in the present context of things if
there is to be advance, the public
sector must be moving up and bank-
ing operations of different descriptions
must come increasingly under greater
State control. We have heard the
Prime Minister, here as well as out-
side, speak of the State controlling
the strategic economic height. in order
to have over-all control of the coun-
try's economy. Now, H the apparatus

23 APRIL 1955

of India Bill 6138

of banking is left to be manipulated
predominantly by the private sector,
then we shall be in for trouble and
I feel that in this Bill there are
lacunae which show that the predo-
minance of the private Sector is not
yet challenged effectively by the
proposed legislation, Government,
therefore, I fear, is torn by conflicting
attachments and is apparently unable
to make up its mind properly and
squarely in these issues; and, in this
Bill, in relation to the Imperial Bank
there is serious evidence of faltering

- and indecision

I would like to point out, in the
first instance, how this Bill proposes,
after acquiring the Imperial Bank, to
establish a new State Bank, with an
authorised capital of Rs. 20 crores of
which 45 per cent would be thrown
open as shares to the public, but
preference will be given in allotting
the shares to the present shareholders
of the Imperial Bank. I fear that
here is the mechanism by which the
monopolists in control today would
get back into their position of power.
That is not all. There are so many
other provisions besides. The indivi-
dual shareholders are going to elect
under clause 19 some 6 Directors.
Eight Directors again will be nominated
by the Central Government and clause
19 is very specific. They will be
nominated by the Central Government
in consultation with the Reserve
Bank to represent, as far as possible,
territorial and economic interests, and
in such a manner that not less than
2 of them have experience of ¢o-
operation and rural economy and the
others have experience in commerce
and industry and banking and finance.
I fear that under the guise of expe-
rience in commerce and industry, bank -
ing and finance—experience which will
be assessed by, I am sure, my hon.
friend the Minister for Commerce and
Industry, in the first instance under the
guise of this kind of experience repre-
sentatives of big money will filter in.
Yesterday, I asked a question of the
Minister with the usua’ result that
there was no answer. I asked
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whether it was or was not a fact that
we hsve on State corporations pecople
nominated as directors by the Govern-
ment of this country who have been
arraigned and found to be guilty by
the Income-tax Investigation Com-
mission. There was no reply to it
I do not know. But I fear that such
people are among the top dogs and
the top-notchers in our economy.

The other day, my friend Shr
Tulsidas was making certain propo-
sitions regarding the income-tax
provisions. 1 told him, and he did
not appear to disagree, that his case

~ is vitiated by the fact that there are
these tax-thieves who are masquerad-
ing in different guises into powerful
positions. Such people are going to be
very likely nominated to positions of
importance for the purpose of general
superintendence and direction of the
affairs of the State Bank. I fear
therefore that there is considerable
room in this Bill for continuation of
the domination of monopolists in the
Imperial Bank.

I find also that exactly those very
people who opposed the idea of the
nationalisation of the Imperial Bank
are being taken into confidence and
they are being put into positiors of
power, The Federation of Indian
Chambers of Commerce and Industry
passed only the other day a resolution
unanimously protesting against all
kinds of things, protesting against the
proposed amendment of the Constitu-
tion which has since gone through
and also protesting wunanimously
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of the Bank employees, and on tha?!
occasicn the ., Finance M'mister, Shr’
C. D. Deshmukh, said that one of the
reasons why banking is not spreading
in this country is that in rural areas
credit facilities are not offered by the
banks which are working today, be-
cause the banks want profits; they
want to make sure of their pound of
flesh. The Imperial Bank has been
playing 16 per cent. dividend for a
number of years free of income-tax.
There are so many other cases nf
banks making enormous profits and
Shri Deshmukh said that they did nnt
venture out into rural areas; they did
not venture out into rural areas because
of the economic imperative of the
capitalist system which is that pro-
fits alone make the world go round,
and since in their computation wvilla-
ges are benighted specimens of hu-
man existence, the banks did not
choose to enter into those areas. That
being so, how is it that we are gomng
to trust sc many of their number to
get intp positions of authority in the
Central Board of the State Bank of
India, and to superintend its affairs
when the job of the State Bank of
India would be very largely to sup-
ply rural credit. It is exactly the
people who are oppcsed {n the idea
of a new kind of society where there
must be some kind of integration of
life between city and village, people
who are entirely opposed to that idea
because the only God which they
worship ig the God of money—Mam-
mon, with a capital M, it is exactly
that kind of people that we are bring-
ing under this Bill into positions oz

against the nationalsation of the Im-__ o

perial Bank. We have seen also the
meeting of the shareholders of the
Imverial Bank and they again have
unanimously passed a resolution of
protest against the nationalisation of
the Imperial Bank. Now, these are
the people who have been brought in
by Government, not so much by the
back-door but quite openly by the
front door, into positions of power
and authority,

I remember last year, on the 30th
August, there was a discussion in this
House on the Government modification
of the award of a tribunal in respect

100 LSD~2

Actually, at the meeting of the
shareholders of the Imperial Bank, a
lot of tears was shed and the Chairman
said it was the funeral oration which
he was making in respect of the lmp-
erial Bank and even resolutions were
sent to the Government that the Gov-
ernment of India should Start a sep-
arate Rural Credit Corporation. That
is to say, these people wanted to wash
their hands clean of any idea of asso-
ciation with rural credit. They are
accustomed to the kind of ‘operation
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which they have been pursuing for So
many years. Shri B, Das has told us
something of all that. They want to
continue their operations in the same
old manner and that is why even at
the last meeting they had a resolution
which was not perhaps passed—I am
not very sure of this—but in the Eas-
tern Economist of the 16th April, I
saw that there was a resolution sug-
gested by one of the shareholders that
there should be a separate Rural Cre-
dit Corporation. I find therefore that
Government is depending upon exac-
1ly those very people who opposed the
very idea which is adumbrated in the
Statement of Objects and Reasons in
regard to this Bill.

Now, in regard to the question of
compensation, I am not going into
the abstract question of compensation
because my experience is that which-
ever way we try to put it, it is bound
to be distorted by Government amd
since Government have the monopoly
of all the avenues of propaganda and
publicity, our point of view does not
get across to the people. In any case,
at the present moment, there ¥ no
¢all for it, I am not going into the
abdtract question. I am not going
into the question of the morality or
immorality of compensation even
though I recall cerlaim occasions when
the Prime Minister has salg that if
you bring in the quwestion of mora-
lity, compensation need not be paid
for the tainted momey which flaunts
so shamelessly in our country and
in every other capitalist country to-
day. From the pragmatic point of
view, from the point of view of prac-
ticality, let us find out—we have to
make some compromises in real life—
let us find out whether the compromise
which we are going to make ig a fair
compromise or not, My friend Shri
B. Das thinks that since money re-
mains in this country very largely,
it 5 a compromise even though we
are paying quite a lot of money
to those shareholders. I am not
very sure about the figures because
I have nut been able to get hold of

_the recent figures in this direction.
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1 do not exactly know the British par-
ticipation, @ far as share-holding
in the Imperial Bank is concerned.
I am not at the moment making a
very big point of that, but in as for
as the compensation proposed at pre-
sent is concerned, I consider that
this is much too much. Government
proposes to pay compensation to the
shareholders at the rate of
Rs. 1,765-10-0 for every fully paid-up
share of the face value of Rs. 500 and
Rs, 431-12-4 for every partly paid-up
share of face value of Rs. 125. In the
case of fully paid-up shares alone the
payment would amount to over
Rs. 16 crores. In this House, we get
accustomed to hearing crores of rupees
being bandied about wverbally as if
they do not matter. We have no
thought, it seems, as to how crores
of rupees are made up. But I feel
we are in this mannner going to ma-
nufacture i our country certain for-
tresses, so to speak, very strongly
fortified fortresses, of capitalist in-
terests. If we are going towards a
socialist pattern of society and if, at
the same time, we are making provi-
sion for enormous amounts by way
of compensation or otherwise to this
or that  class of property-
owners, we are creating in this
country strong fortresses of capitalist
interests which in times of emergency
would make their presence felt. To-
day, the meeting of the shareholders
of the Imperial Bank leads to a lot of
sheding of powers and a spate of re-
solutions of protest. But in times of
emergency when something happens
which is going to give a chance to
those people who sit on their enor-
moug money-bags, then they are going
to see # that their interests are pre-
served and developed in this country.
Remembering that, and remembering
our talk about the advance towards
the socialist pattern of society, we
are making this gift of enormous sums
of money to property interests. An
argument has been put that this flg-
ure of Rs. 1700/- ang odd is fair,
being market quotations in the twelve
months of 1954. But this argument
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does not hold water., We are not
very familiar—at least personally I
have not even ever been inside the
portals of the stock exchanges—but it
is more or less common knowledge that
the prices quoted in the stock market
for stocks and shares as a result of
speculation pure and simple do not

afiect the capital investment in any’

undertaking, For example, if some-
body transfers his share in the Imperial
Bank for Rs. 2000 to some ome else,
it does not mean that the investment
in the Imperial Bank has gone up,
It continues to be the same Rs. 500
for that share. We feel that when
the State comes into the picture and
decides to nationalise an undertaking
in the national interests, there is
no justification, generally speaking,—
there may be exceptions in some par-
ticular special cases—for calling upon
the people to pay not only ithe capital
invested, but also the inflated values
arising out of speculation. That is a
general proposition which certainly
we would like to make,

I reiterate that if the State is for an
economic policy with some pretension
to morality and ethical justification,
we cannot take into account the spe-
culative transactions of the sort that
g0 on in the stock exchanges. We
may pay for what was invested and
not for the inflated prices for shares.
As far as the Imperial Bank is con-
cerned, so much profit has already
been taken by way of income-tax free
dividends.

In the case of the Imperial Bank,
as far as I know, the shares are gene-
rally held by people who want a stable
investment. Generally speaking—I
cannot be absolutely positive; I want
the Government to examine these
figures—a large number of these shares
must be held by people for a very long
time. Sometimes, it goes on from
generation tg generation, so to speak.
People who want a very stable invest-
ment, something which brings a gua-
ranteed return, would have invested
In Imperial Bank shares. People who
bought these shares in the thirties may
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perhaps have paid Rs. 600 for a share,
These wonderful gentlemen, the share-
holders of the Imperial Bank, how-
ever, met and they demanded that
this compensation of Rs. 1,700 and odd
was rather too little. They said that the
shares should - be computed on the
average market walue over a fair
period prior to February, 1948, be-
cause that would give them the real
pound of flesh and that would really
enable them to make a dent into our
national economy in such a fashion
that they alone would flourish and
other parts of the national anatomy

would languish. That is .their dé-
mand. As far as:we.are concerned, we
say that the @t should be made

on the face valuei;, There may be
exceptions, but that should be the
general rule,

very prosperous widows. At
rate, I ask my hon, friends here to
find out hew many of their acquain.
tances are shareholders in the Impe<
rial Bank. I do not think I move
about in very proletarian company
every day of my life, I hardly know
people who are even depositors in the
Imperial Bank. To be a depositor in
the Imperial Bank, you have to have
a certain amount of money to your
credit all the time. Most of the peo-
ple, even among the very small min
rity who have bank accounts, do n
have accounts with the Imperial Bank,
let alone being shareholders in the
Imperial Bank. Anyhow, a vision of
widows and trustees hag been put be-
fore the House and we are told that

§

gs

suggest, if the Government wishes to
work out the figures, let us try to find
out ways and means of being just and
fair to a perhaps microScopic minority
of the middle class holders of the
shares. You can easily find out.
You find out the date of transfer of
the shares and find out
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the price which prevailed in that pe-
rlod: You make sure that the compen-
tion that you pay will not be less than
what the price was which the share-
holder concerned actually paid at the
t'me.. Then, we can find out as to the
class of the people who are the share-
holders in the Imperial Bank. The
Incomestax returns can be called iuto
the picture and we can find oul whether
these people belong to the lower cate-
gory of our social and economic life
in which case a litde more compensa-
tion may be paid.

The Minister of Commerce and In-
dustry (Shri T. T. Krishnamachari):
If I may enlighten the hon. Member,
the total number of shareholders on
31st -December 1954 was 10743. I have
not got the break-up for 1954; I have
got the break-up for 1953. The total
was 10472 and out of this number,
7256 namely 69 per cent were held by
people who have ten shares or Yess.

Shri R. E. Chaudhori (Gauhati):
Are they all Indians? .

~.8hri H. N. Mukerjee: I have made
a suggestion....

Shri R, K. Chandhuri: On a point of
order, Sir, I asked a question and the
hon. Minister has run away.

Mr. Depuaty-Speaker: The hon.
Minister, as every hon. Member
knows, is too courageous to be scared
away by such remarks,

Shri H. N, Mukerjee; I wish that
when, after the consideration stage is
over, the Members of the House inter-
ested in this measure, who have given
notice of amendments to the Bill,
would sit down together and discuss
the details, and whatever statistics
may be supplied by Government would
come in handy on that occasion. I
have made a suggestion that generally
speaking, we support the idea of pay-
ment of the face value. As far as cer-
tain special caSes are concerned, if
the facts and statistics available with
the Government warrant such a pro-
redure, we may consider the idea of
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compensating thosSe particular share-
holders at a higher value than the
face value of the shares that they have
been holding.

1 find that in clause 11 there is a
reference to restricting the individual
holdings. It is said that individual
holdings are not to exceed 5 per cent
of the issue capital. To my mind, this
is a preposterous figure. Individual
holdings must be delimited at a wvery
much lower figure, I would also like
to say that it is necessary that we
should save out of the compensation
however much we can, because such
a saving will enable us to avoid hav-
ing to pay subsidies to branches which
must be opened and which in the early
years are very likely to lése, Our
over-all economy will be assisted if we
minimise the amount of compensation.

I will now come to the question of
the position of the emplovees. I feel
that instead of trusting these people
who are now ruling the roost in our
financial life, Government should trust
the common man from among the
ranks of whom the employees are
drawn, whichever category they
might belong to. The employees would
be the Government's and the country’s
watchful eyes and years, as far as the
operation of the State Bank is concer-
ned. They would be a check against
mismanagement and fraud. We have
heard, during the discussion of the
Labour M‘nistry’s Demands, the La-
bour Minister stating that he wanted
to work out a scheme regarding the
association of workers in the direction
of industry. This idea has got to be
brought to the forefront—if we are at
all serious.—even remotely—about a
socialistic pattern of soriety. The other
dav, the Prime Minister, speaking on
the Constitution Amendment Bill, re-
ferred to the ureency of the activisa-
tion of the base of society. He said, you
cannot impose reforms from the top,
vou must work from below, You must
be in touch with the common people
whn matter. the people in the count-
ryside, in the towns, workers, peasants
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and so on. If we are going to trust the
common people, it is necessary that we
show them concretely that we are do-
ing something in this legislation,

That is why I suggest that ways and
means be worked out for giving the
workers of the Imperial Bank a share
in the direction. It may sound rather
fantastic to some ears, but # would
not be at all fantastic if we are
at all serious about basic changes
in our society and in our eco-
nomy. And in any case, if you
cannot give them a share in the direc-
tion of the bank, you can at least give
them better conditions of work, you
can at least guarantee their salary =ad
their bonus, which is not mentroned
in the Bill before us; you can at least
se¢ that these are all guaranteed when
the transfer takes place.

In regard to salary scales also, a
point has been mentioned very often
in this House. Hon. Members like
Shri Gadgil have suggested that there
should be a ceiling on incomes. But
anyhow, in regard to State employ-
ment, perhaps we might start with
the State Bank and we might say
that salaries should not show a greater
disparity than a certain propor-
tion. I would not—dogmatically—be-
cause we are always called “dog-
matic” by Government—lay down a
particular proportion, but there ought
to be a definite proportion laid down
which shall not be circumvented,
which shall not be exceeded as far
as salary scale is concerned. The
minimum salary should be fixed and
the maximum salary should also be
fixed,

There are so many other matters
which suggest themselves for con-
sideration, particularly in regard to
rural credit, but I am Sure all these
matters are going to be discussed
thoroughl; oy this House in the
lime, which, unfortunately, is rather
short, which is at our disposal. So
Wi.thout taking more of the time of
this House, I would say that I would
welcome this Bill as far as it goes.
1t is a step in the right direction, but
it needs to be basically overhauled
and I fear that even though we are
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being marched rather fast by Gov-
ernment, we have to pass this Bill;
Government comes to us almost with
a pistol aumed at our heart saying that
we have to pass thig here ang now or
there will be a calamity. I do not
understand all these manoeuvrings in
the legislative sphere, but we are
ready and willing to help Govern-
ment in expediung the passage of
this legislation. And we are hoping
however dimly, because of the present
Congress dispensation being what i.
is, that at least some very drastic
alterations would be incorporated in
the provisions of this Bill,

Shri T. T, Erishnamachari; On a
point of personal explanation. My
hon. friend, Shri R. K. Chaudhur:
charged me with running away. Out
of 10,743 shareholders—] ran away
merely to get this information—8,785
are Indians, 616 non-Indians and 342
trusts and companies.

Shri R. K. Chaundhari: Thank you.

Mr. Deputy-Speaker: What is the
total share of the amount of each?

Shri T. T. Krishnamachari: I have
not got the break-up.

Dr. Lanka Sundaram (Visakhafaot-
nam): Run again.

Mr. Deputy-Speaker: It is not a
matter for laughter. He will gu and
ask again.

st owo dte Faww (fawr sty « A
e g g i% agterw 8 gae
toad & 2

Mr. Deputy-Speaker: 616.

Shri N. C. Chatterjee (Hooghly):
I think all sections of this House will
agree that it is an anachronism
to have an Imperial Bank of India 1n
free India after seven years of eman-
cipation from British imperial do-
mination. I do agree with some of the
previous speakers that that bank was
run really in the interest of British
commerce and British industry, and
to a large extent failed to do its duty
in stimulating Indian industry. I
am also conscious that although
imperialism from the political sector
is removed, in the industrial sector
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it still survives. You know what is
happening in the big conference
which is now meeting in Bandung,
how colonial interests are still fight-
ing to maintain their stranglehold
over Asian and African countries. It
is not one day too scon that this Bill
has come before us and I think the
Government deserve our congratula-
tiong for sponsoring this meotion.

Now, the Reserve Bank of India
took the right step, in my humble
opinion, when it appointed a Commit-
tee of Direction in August 1651 for
conducting an all-India rural credit
survey. We have not yet got the
full report, but a summary has been
circulated and that summary shows
that the Committee has done its work
properly, has made a thorough study
and has recommended the acceptance
of a principle not really of nationa-
lisation—it is a high-sounding expres-
sion—but of State participation and
State partnership. 1 hope that this
House will accept that principle and
would give its imprimatur to that re-
commendation. It has recommended
that that principle should be adopted
at -all levels of the co-operative struc-
ture and that an integrated Solution
to the rural credit problem _should
be brought about and at the earliest
possible date. There is no doubt that
our agrarian economy is suffering
badly because of lack of rural credit,
and in spite of all our planning, the
First Five Year Plan and the Second
Five Year Plan, nothing remarkable
can ever be achieved unless we pay
our attention to the problem of rural
credit. Rural credit must be directed
principally towards improved produc-
tion and mustdbe available to all credit-
worthy people in the countryside. Now,
they have pointed out that the inade-
quacy of all co-operative credit is dis-
mal; there is functional malady as well
as structural and also administrative
defects. But the rea! problem is socio-
economic, lack of suitable personnel,
lack of training and literacy and lack
of transport facilities ete. in the coun-
try. Private financial power in this
country has been largely located in
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urban areas. The result has been that
specially in some parts of India where
the co-operative credit system has not
properly functioned, there has been
great disaster. In my part of the coun-
try, I am ashamed to say the co-opera-
tive credit system has been a failure.
I was talking to an hon. friend from
Assam, I met him last night. He was
in charge of the co-operative credit
department for Some time as Minis-
ter or as Parliamentary Secretary.
He says the weakest link in the
Ministry is placed in charge of co-
operative credit and nobody takes
the department seriously. The re-
sult has been a great disaster. This
report on rural credit survey has
pronounced its judgment that ‘co-
operation has failed in India, but co-
operation must succeed’. I do not know
what it means, ‘Co-operation has failed,
but co-operation must succeed’. But
it can succeed only by a cclossal
national effort. That move is being
taken today. - Banking institutions
in a commercialised economv should
not be concentrated only in big
urban areas; they must penetrate
the rural areas, as my friend, Shri
H. N. Mukerjee, was saying. The pro-
ducts of cottage industries can never
compete with those of large-scale,
organised industries, unless you
afford proper credit facilities and re-
scue the poor ryot and the villa-
ger from the domination of the maha-
jan. We must minimise the socio-
egonomic defects of this state of
affairs which have paralysed the
small industries and cottage indus-
tries, and we must try and knock out
urban-mindedness from the big spon-
sors of these banks as well as from
our rulers who are occupying the
Treasury Benches not only here but
also in the State Legislatures.

Now, the State Bank of India has
come about ag a result of that recom-
mendation. But there are certain
features which need the attention of
the hon. Minister. I am sorry that
the Finance Minister is not here. The
first- thing is in respect of clause 7(1).
It says:—
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“Every officer or other emplo-
yee of the Imperial Bank (ex-
cepting the managing director, the
deputy managing director and
other directors) in the employ-
ment of the Imperial Bank im-
mediately before the 19th day of
December 1954, and continuing in
such employment on the appoin-
ted day, shall as from the appoin-
ted day, become an officer or
other employee...."”

I P.M.

1 am sorry that Sir Vithal Chand-
avarkar has been very strongly cri-
ticised by my friend, Shri A. C. Guha,
and castigated by Shri H. N. Muker-
jee. After all, why not take it as the
song of a dying swan, delivering the
funeral oration? Possibly he said that
because this Bill meant no apprecia-
tion of the work that they did. But
those who have had the privilege of
knowing Sir Vithal Chandavarkar
know that he is balanced, moderate,

sober, a man of great experience. He -

would not say anything which will
go apainst the national interest of
the country. But I do not wunder-
stand why this Bill is saying that the
managing director and the deputy
managing director should not be con-
tinued. So far as I know, they get
high salaries. I think one is getting
Rs. 7,500, higher than the salary of
the Chief Justice of India. Naturally
we do not want that the salaries
should be retained. I think the Chief
Justice of India gets Rs. 5,500 per
month and you may
Imperial Bank has no business to
pay these high salaries to its Mana-
Bing Director or Deputy Managing
Director. You reduce the salaries,
but why should you say that they
have no right to continue? If they
make it a condition that they must
continue to have that fabulous sala-
ry, that is a different thing. So far as

I know, they have risen from the

lowest rung of the ladder, they have
brogressed step by Step, by merit and
by dint of ability, they have gone up
Not by favouritism or jobbery or
nepotism. If you find that men are
there who have done their duties
Properly, you should not in this Bill
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say that they should be dismissed or
that they should lose their jobs. That
is not fair and proper.

There is another - thing, namely,
that power is being taken to com-
pletely alter the terms, remuneration,
conditions, rights: and privileges,
gratuities and other matters of all the
employees. I would suggest that that
would not be fair. You are continuing
them for the present, but you are
saying that their terms and condition
can be completely altered even with-
out reference to them. I do not know
whether that is proper and whether
that is not inconsistent with the spi-
rit of the Constitution. They may not
be technically coming under article
310 or article 311 of the Constitution,
but it would be only right that the
clause should be so worded as to re-
tain the existing facilities enjoyed by
employees. Many of them are from
the middle-classes and the pay and
allowance and other conditions should
be guaranteed and nothing should be
done to the detriment of these peo-
ple without even giving them an op-
portunity of having their say in the
matter.

There is one other point which I
should like to dwell upon, not in*a
spirit of provincialism or parochia-
lism, but I would ask the hon. Minis-
ter to realise the importance of clause
18, sub-clause (1), which snys:

“Unless otherwise provided by
the Central Government, by noti-
fication in the Official Gazette,
the central office of the State
Bank shall be at Bombay.”

So far a: I know, the present arrange-
ment provides that the central office
of the Imperial Bank of India func-
tions both in Bombay and in Cslcutta
and divided according to its conve-
nience, and that facilitates the
business community ranged in the
western part of India as well as in
the eastern part of India. I am not
only pleading for West Bengal—it is
a truncated State—but I am also
pleading for Assam, Orissa, and Bihar,
Shri T. T. Krishnamachari seems 1o
be amused: I am not talking like
Shri Gadgil.
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Shri T. T. KErishnamachari: Indi-
viaual liberty.

sori N. C. Chatterjee: 1 do not
know, but Bombay has a bigger pull
and Sombay and Ahmedabad may
quarrel on the floor of tne House
and would tnen unite. What I am
pointing out is that it is not fair to
say so 1n the Bill. Under the present
arrangement, the central office is
situated botn in Bombay and in Cal-
cutta; the entire mercantile commu-
nity, functiomng in Assam, Orissa,
Bunar and also a sector of U.P. will
be benerited because, as you know,
Calcutta is toeir entreport, and for a
good part of North India. It is onmly
rigat tnat the hon. Mimster should
consider whether the present system
snould pot continue. 1 do not know
why a departure should be made
now. 1 would, therefore, strongly
suggest that the present system
should be continued and the present
ciause be amended accordingly. No
reasons have been given for this
change at all

Look at clause 19 on page 7. I do
not at all share the view of Shri
Mukerjee when he says that this is
a contrivance for pampering the big
business or the blackmarketers. The
clause provides that:

“The Central Board shall consist
0L tue lollowing, namely:”

Out of them, six will bLe elected,
soune will be appointed, eight will be
nominated by the Central Govern-
ment in consultation with the Reserve
Bank, to represent as far as possi-
ble territorial and economic interests.
What is wrong there? This is a just
provision. Why should one use th>
expression that this is meant to bring
in indirectly, or possibly directly,
tax-thieves and tax-dodgers? That is
a very very improper suggestion to
make. Do you believe that Shri C, D.
Deshmukh, as Finance Minister, will
ever nominate tax-thieves and tax-
dodgers, or men who have actually
been censured of blackmarketing or
adversely reported upon by theln-
vestigating Commission, as directors
to be nominated by the Central Gov-
ernment? That must be done in con-
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sultation with the Reserve Bank for
the purpose of filling up the Central
Board of Directors of the State Bank
of India. I think that is a very
unworthy suggestion to make and I
do not think any Minister will ever
have the hardihood to use his powers
in that manner.

Mr. Deputy-Speaker: Evidently
that provision is intended for the
Reserve Bank which holds 55 per cent
of the shares....

Shri N. C. Chatterjee: But what is
Shri Mukerjee’s suggestion? 1 have
taken down what he said—tax thieves
may come in and they may be
pampered indirectly and even direc-
tly by this kind of provision. When
we have got 55 ner cent of the shares
for the Reserve Bank, then it means
that if you have Rs. 10 crores capital;
about Rs. 5,50,00,000 will be Reserve
Bank’s share and Parliament gives
the power to Government to nominate
eight Directors in consultation with
the biggest shareholder, having regard
to the regional and also the particular
economic interests concerned. I do
not think there is anything wrong in
this provision. I do not believe there
is any necessity for attributing any
sinister design to the sponsors of the
Bill on this account. What I am say-
ing is that according to the present
arrangement, the Secretaries of the
Local Head Offices of the Imperial
Bank are also members of the Cen-
tral Board and I think it is vital that
the men who really run the offices
in the respective regions should be
there on tne Central Board. I would
ask the hon. Minister to consider my
suggestion that the heads or the Sec-
retaries of the Jocal offices should be
included in the Board of Directors.
They will be sometimes much more
useful than all the other people who
represent regional interests. I do not
know why the Minister is so allergic
to Members of Parliament. What
crime have they committed? I do not
know why they are being made ‘un-
touchable’ in this country. Some of
them may be quite capable of repre-
senting territorial or economic inter-
ests and perfectly desirable as Direc-
tors. I do not know the necessity
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for putting them in the ‘untouchable’
class and say that they should not be
qualified for any such appointment.

One other thing, with regard to
compensation, I know that we are
now assuming very wide, unlimited,
uncanalised, unrestrictea, unfettered
powerr in paymg compersation. You
have made it non-justiciable by the
Constitutior. {Amendment) Bill aad
nobudy can gu to the courts for the
purpose of challenging iz adequacy
or the quantum of compensation given
unless he says that it is illusory and

that a fraud on the Constitution has <umge

been played. The doors of the High
Courts and the Supreme Court, in
fact of every court, in India are
closed and he i1s banned from enter-
ing them. But remember that the
Commerce Minister's figures show
that they are not big busineSsmen or
capitalists who are holding the majo-
rity of the Reserve Bank shares. I
know from my experience in my part
of the country, most of them are
middle-class families and they are
not all rich people. These are not the
kind of speculative shares which flo-
urish in the fatka market. They are
never quoted there. They are steady
investment shares. They are shares
which maintain the strength and
credit of the country’'s economy. You
may like it, or you may dislike it, but
these are never looked upon as spe-
gulative shares of the type in which
People gamble in the fatka market
on the basis of differences or wager-
ing contracts. They never deal in the
Reserve Bank shares. The Imperial
Bank shares or the Reserve Bank
shares are looked upon as solid in-
vestment shares. The middle class

ple, small busi or small
Dmtessional men earning some money
or mvesting the little money that they
can save in these shares,

Perhaps—I do not know for how
many years, but—at least for the last
20 years, these shares must have been
worth about Rs. 1,100 or Rs. 1,200. 1
think for more than 20 years the shares
have all been quoted at the minimum
price of Rs. 1,200, Rs. 1,260 and
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so on, and it will not be right when
people have bought at that rate to
Say now that you will pay them any-
thing less than what the hon. Minis-
ter has quoted. Look at the amend-
ment of my hon. friend Shri R. D.
Mishra, He has suggested Rs. 1,580
per share. The hon. Minister sug-
gests that they should be paid at the
rate of Rs. 1,765 in the case of a fully
paid-up share, and at Rs. 431-12 in the
case of a partly paid-up share. But
my hon. friend Shri R. D. Mishra
Suggests, no, you pay them at the
rate of Rs. 1,580 and Rs. 390 respec-
tively. I do not know on what basis
he has worked out the figures. But
I think the basis on which we have
paid in other cases is a fair basis, and
a just basis. After all, all the money
will not be paid immediately, and all
the money will not be paid in cash.
If you take that into account, and if
you also remember that the majority
of shareholders are Indians, and
the majority are holding only five
shares, six shares, or seven Shares
or ten shares, you will find that you
are not pampering to those who are
already pampered. You are not in-
flating the big bosses of capital. You
are really rendering justice and eguity
to the small householder, to the small
businessman, to the small investors,
and to the genuine investors.

Shri 8. L. Saksena (Gorakhpur
Distt.—North) : I congratulate the Gov- .
ernment on having brought forward
this important measure. For long this
House has agitated for the nationalisa-
tion of the Imperial Bank, and I am
glad that the day has now come. I am
glad also that this nationalisation has
come on the basis of the report of the
Rural Credit Survey Committee. So,
one of the most urgent needs of the
country has been recognised and given
the attention which should have been
given to it before. I hope from now
onwards Government will realise that
if they want the development of this
country then she basic needs of agri-
cultural development must be recog-
nised and given top priority.
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In China I tried to see what was the
basis of their phenomenal develop-
ment. I found that land reform and
the way in which they have helped
the peasantry were the main basis of
it. The peasants’ power has grown
tremendously, and that is the reason
why they have prospered so much. In
our country also I have been working
among the peasants for the last 35
years, but I am sorry to have to say
that even though it is now seven or
eight years since we attained freedom,
the condition of the rural masses has
not improved. If I may say so, in
most cases, it has deteriorated. I
therefore wonder whether our free-
dom has brought to us what it had
promised to us.

One of the causes for their present
econdition, as I said yesterday, is the
utter lack of rural credit. They can-
not generally get a single pie on credit
if they want it in their time of need.
In fact, while in the Congress, we
were great complainants of money-
lenders and usurers, and we passed
some Acts to scale down the rural
debts that had piled up. But that was
only with regard to the past debts, We
did not make any provision for pro-
viding them with new credit. The
result was that after the scaling down
of debts they again became much
more indebted.

I therefore hope that the State Bank
*of India will give practical facilities of
credit to these rural people, and will
see to it that rural credit facilities are
given to every cultivator and in fact
to everybody in the rural side. In fact,
all your community projects and all
your development blocks in the rural
areas will be without a soul, unless
you can provide them with this rural
credit. At present, it is all completely
dried up.

As I told you the other day, lakhs
of acres of land in my district remain-
ed unsown, because the peasants could
not get seed. There was nobody to
give them seed, or to give them money
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on credit. So the lands remained
fallow after they had been ploughed
up and prepared for being sown. That
is the condition even today. Similarly,
when any casualty comes there are
deaths of starvation, and in 1952
several thousand people died in my
own constituency because there had
been successive failure of crops for
the last three years, and they had no
credit with them. They had to sell
their lands for a mess of pottage, in
order to keep themselves alive for a
few days, and ultimately they expired,
because they could not get any money
or food. The shylocks that is these
moneylenders advance them a loan of
Rs. 5 or so, and charge them Rs, 100
or so, because the poor villagers are
ignorant, and they do not know how
to keep accounts and have to pay
whatever the moneylender demands.
That is their condition. Even taccavi
loans are not received by them in full.
When they are advanced, half the
money is taken by the patwaris and
by the staff that give them the loans.
In fact, I remember that some deduc-
tigns were made from the sugarcane
price some years back. When in 1949
the sugarcane prices rose to Rs. 2 per
md., it was decided to make a deduc-
tion of As. -/2/- per md. and to put it
in the Savings Bank in the Post Office
in the name of each cane cultivator as
a kind of Compulsory Saving, but the
payment of the money back has been
the most difficult. The most scanda-
lous stories have been heard about it.
There have been people who have
been playing the role of middlemen;
if you give Rs. 50 they will cash a
bond for Rs. 100, and the poor people
have not even got the money which
they had earned out of the sugarcane
prices. Millions of rupees are still
lying unpaid. This is extraordinary.

1 want that the rural credit should
be such that the peasant can get his
money at tne proper time to meet his
needs. I therefore hope that when this
Bill becomes law it will be a source
of real relief to the peasantry and will
help them to meet all their needs,
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such as wells, manure, bullocks, agri-
cultural implements etc. which are
required for agricultural operations.

There are villages where there are
no wells. In my constituency, there
are several villages like that. I have
received hundreds of petitions from
the people saying that they have been
drinking water from muddy ponds,
and when they dry up in summer,
they have got to go miles and miles
in search of water. That is the condi-
tion of the peasantry today, even after
we have had the Plan.

Mr. Deputy-Speaker: How is that
relevant to the State Bank of India
Bill?

Shri S. L, Saksena: We should see
that people get loans even for these
needs. That is very necessary in order
that the people in the rural areas also
may feel that we are doing something
for them, and that we have their
intetests at heart. Rural credit is a
crying necessity. I therefore welcome
this measure 1 welcome it also be-
cause it has heen born out of the
Rural Credit Survey Committee’s re-
port which has concentrated attention
on these problems. From that point
of view also I support this Bill.

There is also very great force in
the criticisms which my hon. friend
Shri H. N. Mukerjee has .made. I
think he has done a service to the
country and to this House by bringing
to light certain important facts. In
his speech he has said that about
Rs. 61 crores are to be paid as com-
pensation to the shareholders. I think
Government will have to revise this.

-—
Shri T. T. Krishmamachari: He
said Rs. 16 crores, I think.

_ Mr. Deputy-Speaker: I think that
is what he said.

Shri T. T. Krishnamachari: The
total amount of compensation that
will have to be paid will be about
Rs. 19 crores and the bulk of the
shareholders, that has been mentioned
by him, ie. people who hold Rs. 500
shares, will get about Rs. 16 crores.
Any way, the total amount of com-
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pensation is about Rs. 19 crores, mot
Rs. 16 crores. !

Shri H. N. Muokerjee: Is that the
final estimate?

Shri S, L. Saksena: Well, Sir, even
Rs. 20 crores is a big sum you must
understand. I agree, if there are
widows or other poor people, certainly
they should be given compensation at
a better rate. But, I do not think that
a majority of the shareholders of this
Bank can be very poor people. Then
again, we should not treat different
people by different standards. I know
of zamindary abolition in my State.
‘We paid compensation te all the land-
lords of about Rs. 219 crores only for
taking over their zamindary. We
have paid them at a rate which does
not compare at all with the prevail-
ing market rate. We have paid almost
nothing compared to the present mar-
kat rate.

Now, you do not want to pay com-
pensation to these shareholders at the
face value of the shares but you want
to pay them at the value gquoted for
these shares in the share market which
I think is not fair. After all the share
market manipulates and the money
which is quoted today has not been
invested in the Imperial Bank. I see
no reason why we should pay them
at that rate. They have got out of the
shares, profits more than the amount
invested. So I think there must be a
revision of these scales. There must
be some basis. I suggest you should
pay at the rate at which the shares
were purchased by the shareholders.
That will be paying them exactly what
they invested in their shares. Besides
they have taken the profits. That
would be something fair. You pay
just the amount at which the shares
were purchased. But to pay them at
the speculative wvalue in the marketl
will be most unfair and Rs. 20 crores
by way of compensation, is I think an
amount which we cannot bear. I,
therefore, hope that thisgyproblem will
be looked into and there will be some
revision. 1 think it will be a just
compromise to pay them at the rate
at which the shares were actually pur-
chased by the shareholders.
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I should have lik.d to know the
value of shares held by foreign inter-
ests not because 1 want that there
should be any discrimination, but I
want to know the exact position so
that we can know how far there is
foreign control over our Bank.

Mr, Deputy-Speaker;: The hon.
Minister has passed on a chit to me
which says: Non-Indians 616, 108 per
cent of the value of the entire paid
up capital; Indians 9785 61-74 per
cent of the total value of the shares;
Trusts and companies 324—27'7 per
cent,

Shri S. L. Saksena: So, the com-
mon people hold on'y 61*7 per cent
and the rest are held by cartels and
foreign interests,

Mr. Deputy-Speaker: Foreign in-
terests 10°6 per cent. Trusts and com-
panies 277 per cent. There are no

.cartels. Of course, the insurance com-
panies and other banks are entitled to
hold shares—I mean joint stock banks.

Shri T. B. Vittal Rao (Khammam):
‘What about foreign companies?

Mr. Deputy-Speaker: Non-Indians
616. I do not know if it includes com-
panies also.

Shri T. T. Krishnamachari: There
are no foreign companies.

Shri Altekar (North Satara): How
many of these trusts and companies
are mon-Indians?

Mr. Deputy-Speaker: That is not
here..

‘Shri T. B. Vittal Rao: They must
send up a memorandum.

Shri S. L. Saksena: I do not want
to have any sort of discrimination in
the matter of compensation. But I
want that the nmew Bank should not
be controlled by foreign interests.
The provision that the same direc-
tors will have the shares allotted to
them is very risky and dangerous.
That means the control passes to
these foreign people to that extent.
L, therefore, hold, Sir, that in this State
Bank no foreigner should be given
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any shares. That must be clearly laid
down so that the new Bank shall be
managed in the interests of the State
and not of foreign people, The history
of the Imperial Bank of India is such

‘that it has always been in the hands of

the foreign people. Therefore, I hope
that it shall belaid down that foreign
people shall not be entitled to have
any shares in the new State Bank.

Then, Sir, this is the beginning of
nationalisation. I am very happy that
sooner or later, all the banks will have
been nationalised because they will not
be able to compete with this Bank, I
see in this Bill the beginning of nation-
alisation of the banking industry of
the country and that is something for
which I thank the Government. I
hope very soon there shall be only one
single national State Bank controlling
all the financial interests of the coun-
try.

In the end I want to point out that
we may learn from Chinese example.
The State Bank in China has done
marvellous work. In the year 1850
China was in a very bad condition.
They had very big inflation. Prices
were something today, something at
night and something else in the morn-
ing. But, within four months of the
coming into power by the Government
the Central Bank in China brought all
prices under conirol. They unified all
the banking interests in the country
and had one single banking system.
The result was that they could stabilise
the prices and invest money in nation-
al enterprises with the result that
whereas their national revenue was
only Rs, 1200 crores in 1850, it is now
Rs, 46 hundred crores. That is some-
thing remarkable. The Chinese Gov-
ernment has advanced a rural Credit
of 600 crores of rupees during the last
five years. Have we done anything
comparable? In my tirst speech dur-
ing the budget discussion, I referred
to the contribution made by the
National Bank of China. I hope the
State Bank of India will take lessons
from it and see that it watches our
interests equally well and that all our
needs of rural credit are fully satisfied
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Then much has been said about co-
operatives. I am glad it has been
recognised that the working of the co-
operatives in the country has not been
a success. That does not mean that
we should give up that fleld. I have
seen in foreign countries like China,
Russia, Germany and other places
where I went, that co-operatives are
the life and blood of the people.
Everything they do is by co-operative
methods and the co-operatives are a
real help to the people. But, here in
our country they have become full of
corruption. As I said the other day,
in my State the biggest co-operative is
that of sugarcane-growers. But if you
look into its working you will find that
90 per cent of the growers do not get
any benefit. It is only the directors
who use the co-operative in self
interest. They take big loans, and the
best implements. They alone derive
henefit from these co-operatives. So,
I would suggest to the hon. Minister
again that he must have a thorough
enquiry made into the working of the
co-operatives. The movement is good,
there is no doubt about it. I would
request the Government to make use
of the co-operatives properly.

Somebody told us,—I think the hon.
Minister himself told us,— that while
the Reserve Bank gave money at 1°5
per cent interest the co-operatives
gave it out at 10 per cent interest to
the people. That means they loan out
the money at about several times the
interest at which they take the loans.
This is something very extra-ordinary.
He also confessed that the co-opera-
tive movement was at fault I repeat
that the Government should appoint a
high-power commission to go thorough-
ly into the question as to why co-
Operative movement is nu} successful
In this country. Why can't we make
it a powerful institution as it is in
other countries. If we find that there
are people who are responsible for
making this institution corrupt, we
must oust them. We must give en-
Couragement to people who are mem-
bers of the co-operatives and see that
the?e institutions function in the
national interest. I hope that the State
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Bank of India will also contribute to
the strengthening of rural co-opera-
tives and see that these co-operatives
are put in their proper form.

Then, about the management of this
Bank. I do not agree with Shri H. N.
Mukerjee that the Minister will put all
sorts of people on the directorate and
you will find amongst them black-
marketeers and people who are guilty
of tax evasion. I am sure he will
appoint the best men and see that it
is managed in the best interezt~ of the
country. I hope, Sir, that the con-ti-
tution of the Bank is fairly good. I
also hope .that the Government will
see to it that they do not allow them-
selves to be open to such eriticisms
as have been levelled here. There is
one thing which I would like to say.
It will be a very good thing in the
beginning to have a director elected
by the employees. You have been
telling here, the Labour Minister par-
ticularly, that you want to associate
the employees with the management
of institutions. I hope it will be a
very good beginning if you appoint a
director elected by the employees, As
one of the directors of the State Bank
he will at least be able to voice®the
real feelings of the bank employees
on its working and to point out what
are the defects and so on. He will see
to the benefits and interests of the
employees: I do not think he ecan
cause any disturbance because the
employees themselves have elected
him and he is one of the 20, Tt will
be a good beginning and I think he
will be of great help. The bank’s
function needs improvement and this
will be a great contribution.

With these words, I commend the
Bill and support it whole-heartedly.

Shri Barman (North Bengal—Re-
served—Sch, Castes): Mr. Deputy-
Speaker, I have heard the hon. Min-
ister while speaking and he expressed
high hopes for the rural areas. I con-
gratulate him that he has been favour-
ed in piloting this Bil'. I wish, at the
same time, to tell him that idea,
profession and practice should go hand
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in hand. The rural area is already
dried up so far as credit is concerned.
And, with the introduction of land
reforms, rural agricultural economy is
further being straitened. We legisla-
tors, sometimes, take satisfaction in our
minds by passing the Usurious Loans
Act, the Moneylenders Bill and s» on
and so forth. But those who live in
the rural areas and suffer from high
usurious rates of interest know to their
cost that by successive passing of
Bills, perhaps, a certain percentage
have been benefited, but, in most
cases, usury and high rate of interest
have been driven underground. Now
the village money lenders and sowcars
know how to get the pound of flesh.
And, no law made by any Legislature
can touch them when they have to
deal with a man who is in immediate
need of money on occasions when no
one else is coming to help him. So, I
earnestly beseech this Government
that, as we say that justice delayed is
justice denied, in the same way they
should think that simply professing
sympathy for the rural area and for
agriculture and the agriculturist won’t
do. The situation in the rural area is
becoming more and more acute. After
the war and during the war there
have been high prices of agricultural
produce and though the prices of in-
dustrial products had risen very high,
the agriculturists could manage. But,
with the fast falling of the agricultural
prices, their condition today is very
much straitened. I again beseech
that there should be no undue delay
between profession and practice. With
your permission, I want to quote a
couplet from our immortal poet,
Rabindra Nath Tagore. I take inspi-
ration from Shri Altekar who, time
and again, cites Rabindra Nath Tagore
in this House. It runs thus:
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In my humble way I have translated
it,

“Greed ends in accideni; it does
not die a natural death. Sudden
and hard blow demolishes it while
in full exuberance of ecstacy in
the darkest, stormiest night. The
inexorable supreme law does not
tolerate pride for a long time.”

I only cite these immortal words to
say to those who are sorry because
their past days of exuberance are
passing away, to remember these im-
mortal lines. I do not accuse the
shareholders of the Imperial Bank.
We know that the shareholders, after
they have put in their good money in
something, forget all about it except
at the time when they are to get some
dividend or profit. It is the manager,
or the managing agency or the direc-
tors who are practically masters of
that capital and it° is  they
who, according to their own choice
or according to their own inclination,
favour this man or that man. We
know that the Rural Banking Enquiry
Report, while supporting the Imperial
Bank and saying that it is a very good
institution, at the same time, recom-
mended that this Imperial Bank and
other commercial banks should go to
the rural areas, open branches there
so that the need of rural credit may
be met. But, that was only a pious
hope as we know to our cost. It did
not come to fruition at all; because
the directors or the managing direc-
tors, after they got the money from
the simple sharehol!ders, think it to
be their own property and think sim-
ply of means of making profit out of
it. They will not think of starting
a bank in the rural area, of hazarding
some cnpité'l expenditure, of hazarding
other advances as there may be either
profit or loss. It is good that the Gov-
ernment, after so many years and
after so many doubts and researches,
have come to their senses that those
who work for profit cannot be expect-
ed to do anything for those who are
being exploited. Those people have
not done their duty. I do not accuse
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the shareholders again. Those who
managed the Imperial Bank have not
done their duty and if the Govern-
ment is now coming forward to take

over this work as a State undertaking-

they should not be sorry but rather
should thank themselves that up till
now the Government was silent; they
should now, with a good face, meet
their end.

One point I would like to say in this
connection with regard to compensa-
tion. I agree with some of my friends
that those who have purchased the
shares later on should not be expro-
priated because they have paid good
money. It is not that everyone is a
profiteer, every shareholder is a profit-
eer. My hon. friend Mr. Chatterjee
said that it is really good money that
has been paid in the purchase of these
shares, I do not think that they should
be expropriated, But at the same
time, I think that we are, after much
professions of making our country a
welfare State, acting differently on
different circumstances. In the case
of the zamindari abolition, aot only
in the zamindari abolition but also
while we are liquidating property
held in Kkhas by the agriculturists
beyond a certain limit, we are provid-
ing in our State laws that up to a
certain extent, up to a certain limit the
rate of compensation should be
50 much but beyond that the
rate  will gradually diminish,
which generally #s known as a slab
system of compensation. It is a very
equitable and reasonable one, In
the case of those who are entitled to
compensation in an increasing mea-
sure, the compensation rate should
be diminished. That was the prin.
ciple adopted in the case of land
legislation. Can we adopt the same
principle here? We do not want to
Pay a single pie less to the small
sharebolders but should we not, at
least, in order to maintain the prin-
ciple here also, make some differen-
tiation #n the case of those who hold
more number of shares? It may be
a little difficult, but still this prin-
tiple should be adopted by this

23 APRIL 1855

of India Bill 6165

House so that we may not be accus-
ed wof making a distinction between
one place and another ang at the
same time we shall be faithful to" our
professions that we are really after
a welfare State.

The other day, our Prime Minister
said that if we compensate to the
full, then the result will be that the
big man will remain big and the
poor man will remain poor. That ¥
the declaration on the floor of this
House. In the case in ouestion, the
compensation ratio may be different,
but at least we should maintain the
principle. Though the taking over
of the zamindaris may not be a pa-
rallel case, when compared to the
taking over of the banking concerns
or acquiring the shares of a banking
concern, at least the principle should be
maintained. We just can diminish—
whatever might be the differerce—the
amount of compensation as the number
of shares go up. That is one of my
humble submissions.

The hon. Minister said that agri-
culturists form a large proportion of
the population of this country. Their
circumstances have been greatly de-
teriorated, and if the Government do
aot do their duty, they may create
a revolution some day. But I may
tell him that the famished, poor and
helpless agriculturists will never be
able to bring a revolution in our
country as such, because they are
absolutely at the mercy of others.
It is only in the case of industrial
labour that we find that there are
leaders who approach them and who
guide them who create discontent
among them., The leaders of these
workers know that the industrial
workers are concentrated masses
and that they can create circum-
stances under which the employer
will be bound to come down. But in
the case of agriculturists they are
scattered, they are poor, We gene-
rally call them bhooka and nanga
These people have not the courage,
have not the audacity to create a
revolution and no leader will spend
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his energy in collecting thousands of
these people from ten or more vil-
lages and try to mobilise any agita-
tion. They are absolutely helpless,
ang it is for Government to come
to their help, Onaly after the intro-
duction of adult franchise in our
country they are being taken notice
of because each of them has a
vote, Otherwise., no one could take
notice of them, much less create
trouble among them. They entirely
depend upon Government and # is
for Government to look to their in-
terests, They will never create any
agitation. The Government may rest
assured of that. But it is the moral
duty of Government to look to their
circumstances and if Government fail
there, if after creating the State Bank
they do not provide for agricultural
credit in the rural areas. Government
will note that perhaps a few years
later that this problem would become
an acute one. With the increage of
population, if there be no increase
of food, that acute condition which
we passed over two years back will
some again. It is in the interests of
Government and it is a moral duty
of Government to look to the in-
terests of the agriculturists and to
provide agricultural people as early
as possible with rural credit facili-
ties.

Eumari Annie Mascarene (Trivan-
drum): 'This is a very salutary mea-
sure. Coming as it does after the
Constitution Amendment this Bill
more or less confirmg the inaugura-
tion of the socialist pattern of society,
This is not the first of its kind, We
have had the Reserve Bank of India
Bill: we have had the Industrial
Finance Corporation Bill; we have had
the Agricultural Finance Corporation
Bill and now we are baving this
State Bank of India Bill to be fol-
lowed by the amendment of the
Reserve Bank of Indéa Act. These
are all financial measures to demo-
cratise the credit structure of the
country, I have great appreciation
for these legislations, At the game
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time, I wish to recall to Government
a few facts which stang in the way
of progress. The experience of tha
Industrial Finance Corporation, the
records left behind by the Reserve
Bank of India and the mismanage-
ment of the Agricultural Finance

Shri A, M, Thomas: Has there been
any Agricultural Finance Corpora-
tion?

Eumari Annie Mascarent: We bhad
something to that effect. Perhaps the
hon. Member is in a dreamland,

Shri A, M. Thomas: I wanted to
be enlightened with regard to the
existence of this Agricultural Finance
Corporation,

Kumari Annie Mascarene: It was
incorporated in the Industrialk
Finance Corporation subsequently
and there was reference to it here by
the Finance Minister when the hom,
Member was far, far away in thoughts.
With this experience left behind, all
these legislations did not implement
their objects. May be it ig mot due
to the faults of the laws; it may be
due to the faults of those who im-
olement these laws. Hence, 1 take
this opportunitv to request the Gov-
ernment that it should concentrate
all its attention towards impblement-
ing these laws and set up a new
tradition with the State Bank of
India not only with regard to its audit
and accounts, but also with regard
to its functioning

The, State Bank of India, as I said,
is a very welcome creation. It is a
financial fort to consoclidate our mone-
tary structure, to stabilise the een-
nomic resources of our country and
to help the effective flow of credit
throughout the channels of our eco-
nomic structure so as to invigorate
ind replenish our economic life, It
would increase our credit, develop
productive activity, prevent inflation.
ary  speculation and deflationary
tendencies detrimental to the gemeral
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witerests, would promote solveacy
and sound operation of the national
banking system and effect the neces-
sary co-ordination  between the
various economic and financial acti.
vities of the State and influence the
mohetary and credit market.

The advantages of such a Bank
are many. It has to fulfil the funda-
mental function of mobilising the re.
sources of the nation to the best ad-
vantage of the Republic, At this
juncture, I wish to paint a picture of
the economic society that is existing
in India. The statistics of the Al
India Rural Credit Survey, in a
glance, give us the following figures.
Eighty three per cent of the popula-
tion is agricultural and lives in rural
areas of which 698 per cent are
agriculturists, 302 per cent are
pon-agriculturists out of which 6
per cent are industrial, 1'6 per cent
commercial and 12.1 per cent trans-
port. The latest estimate of *he
National Income Committee gives us
Rs. 8,550 crores as the net national
income in 1951, These statistics
are of the year 1951, Out of this
sum of Rs, 9,550 crores, agriculture
and animal husbandry, etc, give
Rs. 4,780 crores, forestry and fisheries
Rs. 110 crores, mining Rs. 70
crores, factories etc., 1,468 crores
rommerce and transport Rs, 1609
crores and other services Rs, 1,440
crores. I quote these figures in order
to  show which are the flelds we re-
quire to develop, From this we find
that excepting agriculture, we are
far behind in all other economic apd
industrial activities. This is the
olcture of our economy in 1951. It
may be that we have developed far
. thead after thatr. There is no statis-
‘tleal data on which we can base our
\rguments ang therefore I aceept this
45 the only statbstics

The next point is with regard to
our rural indebtedness, In spite of
Bll these facts, we find that our agri-
tultural population is under the grip
b the money-lenders. They form
the predominsung banking factor In
Mr eountry, A. this juncture, the
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passing of this law 15 a great help to
relieve tne agriculturists from the
grip of the money-lenders.

Statisticat tables regarding banks
in India will be helpful at this junec-
ture to show where we stand as far
as our banking credit i concerned.
These tables compiled in 1952 show
the predominance of foreign banks
functioning in the Indian Union. I
wish to invite the attention of the
Goverment to this factor., The sche-
juled and non-scheduled co-operative
banks in India number 962, whie
‘he same kind of foreign banks
aumber 979, [ wish to invite the
attention of the (Government 1o these
facts and ask them whether the
oredominance of foreign banks...,

Shri A. C. Guha: Does the hon.
Member mean to say that the num-
ber of non-Indian banks is 9797

Eumari Annie Mascareme:  These
are the statistics given here,

Mr, Deputy-Speaker: The number
979 seems to be a big one. Is the
hon. Lady Member quoting correct-
Iy?

Kumari Annie Mascarene: Yes,
This shows how misleading these
statistics are. You do not keep cor-
rect records.

Mr. Deputy-Speaker:
branches also?

Kamari Annie Mascaréne: Branches
there are, I am reading from page 6
of this book. The number of banks
covered by these tables is as fol-
lows: Indian banks, scheduled and
non-scheduled. AB.C. total 517; co
operative banks A.BC., total 445
The +total comes to 962, Foreign
banks, scheduled and non-schedul-
ed, total 979 May be, I am mis-
taken in reading it. But, these are
the facts given on page 6 of this
book. If I am mistaken, it can be
pointed out and I am open to correc-
tlon. In view of the fact that we
have got 979 foreign banks function
ing in India. I wish to know whe
ther these banks function to develop
and help the economic life and pre-
serve the resources of our country.

You include
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and  whether they are run in the
mterests of this country or those of
the countries to which they belcng.

From the statisiics given in the
tables, it is clear that the deposits
amount to Rs, 17,533 lakhs, i the
scheduled banks, the investments
amount to Rs, 13,043 lakhs and net
profits Rs, 182 lakhs in 1952, which
profit is much more than the profit
of the Imperial Bank of India as
given in that book. In the foreign
non-scheduleg banks, the deposits
only amount to Rs. 2 lakhs in 1952,
But, in the previoug years, deposits
went up to Rs. 69 lakhs, It ¥ hear-
tening to notice that our people
have learnt to deposit their earnings
in their own bank., But the fact
that these banks are making profits
much more than the Imperial Bank
should be viewed with concern.

2 P

In a country like ours, the foreign
banks are predominating the indigenous
ones, 1 wish to draw the attention of
Government to the volume of banking
transacted by way of loans and advan-
ces which, in comparison to the volume
of work done by indigenous banks, is
considerably low, while the profit they
make is more than that of the Imperial
Bank. I wish to comment on the
adverse effects on our credit structure
and invite the attention of Govern-
ment to it, Secondly, the reserve
capital is alsc comparatively small, It
was nil in 1952 in non-scheduled and
scheduled banks, That means, in case
of a crash, we are the losers, Do
these banks exist here for business
purposes or as a camouflage for other
purposes?

The State Bank of India is compra-
hensive in its functioning. I noticed
during the speech of the hon. Mimis-
ter that he was referring to clauses 34
and 35 with regard to the bank act-
ing in supervisory control of co-opera-
tive banks and all other banks exist.
ing in India. These clauses are very
salutary provisions to protect the
banks from crashing, It is also sald
that the reserve fund will be substi-
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tuted now and again by Governmeut
unless the dividend is added on. That
qualifying provision is not at all very
encouraging, I would rather like Gov-
ernment having a firm grip over the
credit structure of our country, which
has to spread its channels through-
out the length and breadth of the
economic life and to bring into being
that very romantic phrase which the
hon. Deputy Minister has quoted, of
a smiling land in sweet contentment
with peace and plenty,

I wish further to invite the atten-
tion of the Government to the audit-
ing section. According to the Compa-
nies Act, the Government has the right
to appoint auditors who can choose
their own accountants, If I am not
mistaken in my views, I warned the
Government again and again that if
the Government had blundered in
anything, it was in the auditing of
accounts.

[PanpIT THAKUR DAs BHARGAVA in the
Chair]

I am not here to quote specific facts,
but if the hon, Minister will allow
me, I shall bring to his notice facts
and figures which show where the
Government have been very seriously
deceived. I submit that the auditing
of these accounts, especially of the
State Bank—which is a very impor-
tant institution—should be gone
through with such care as not to de-
ceive the Government again, so that
our credit structure, which is the
real source of life to the economic
and political well-being of the Indian
Republic will be kept intact unalloyed
and pure, It is our fundamental inter-
est to see that the auditing depart-
ment, though it is far beyond the pur-
view of this Parliament, will be with-
in the purview of the executive and
will be kept in check and control to
see that our credit resources will not
flow through subterranian passages to
interested pockets. With these re-
marks, I have very great pleasure
congratulating the Government on
bringing forward this nationalising

measure,
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Shri N, R, Muniswamy (Wandi-
wash): I am one of those who re-
joice at this long-expected legislation
that has, after all, come about, I
have been under the impression for
a very long time that the mnationali-
sation of the Imperial Bank of In-
dia was in the sense of changing the
name alone and that the functions
and activitles of the bank would al-
most continue to be the same. But
I find that not only the name has
been changed into the State Bank of
India but that {he functions and
activities of the bank have been ma-
terially changed,

We are having Acts aad legislafion
like mountains and forests, but—a
country's prosperity will be under-
stood only by the scant—if not less—
number of enactments in a country.
But I fing that for everything therc
is a piece of legislation; ultimately,
we find it in a different shape, in a
different garb, ¥ not in a camouflage.
We are now thinking of liquidating
racialism, colonialism and Pmperia-
ism. In the same way, I think the
word ‘imperialism’ and the Imperial
Bank should not continue to exist
14 our country after the Britishers
have left,

Now, the main object of introduc-
ing thig Bill is to carry out one of
the main recommendations of the All
India Rural Credit Survey, that is.
that the benefits of financial assis-
tance shouly percolate to every _i~_n.-
dividua] in every nook and cofmér ot
the country. We are all aware that
there are more than 5 lakh villages
in India, and we are having several
thousand credit and co-operative so-
cieties, In view of the circumlocu-
tory way in which the investigations
as regards loans and applications
take place, people are not able to get
‘Money in due time, Supposing a
farmer is in need of a baling ap-
paratus and a palr of bulls, he simply
applies for certain loan from fhe co-
Operative society, But it takes not
less than three months to get the
loan, By the time he gets the loan,
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the seedling period will be over and
the money will be spent not for the
purpose for which it was intended,
Therefore, I respectfully state that
the object of this Bill should be to
seeg that the financial assistance
reaches the_rural parts in time, and
they should enjoy the benefit of this
banking institution.

The Imperial Bank, though in a
way is liquidated, does come in the
shape of the State Bank of India
which in its turn involves an amend-
ment of the Reserve Bank of India
Act for the creation of two funds.
One is a National Agricultural Cre-
dit (long-term operation) Fund for
the purpose of giving money to State
Governments for subscribing to the
share capital of co-operative credit
societies for the making of mediam-
term loans to State co-operative
banks and long term loans and ad-
vances to central Land mortgage
banks. The second Fund which is
sought to be createg is the National
Agricultural Credit (Stabilisation)
Fund with a view to help the farmers
to convert short-term loans into
medium-term loans, and also to see
that the banks speedily disburse thee
money, In the tabulated form given
in the summary of the Report of
the All India Rural Credit Survey, I
find several agencies mentioned and
the proportion of borrowings from
each agency to the total borrowings
of cultivators. In the case of money-
lenders, the proportion is 44.8 per
cent. Co-operatives account for 3-1
per cent and commercial banks less
than 1 per cent, This indicates
that money-lenders give the necessary
help to the farmers to the extent of
44 per cent of the borrowiangs. The
agriculturists, if they need money,
straightway approach the money-
lender. The money-lender straight-
way knows for what purpose he
asks the money for and gives
the money required. He gives
whatever money he wants for seed-
lings or baling spparatus or {for
other agricultural operations. After
the harvest is over, the farmer re.
pays the money, But so far as the
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co-operative banks are concerned, it
takes a long time. Under the Bill,
some 400 branches are going te be
set up M the rural areas to help the
agriculturists to purchase their re-
quirements in connection with agri-
cultural operations. But I should say
that in our 5 lakhg villages, we must
be having not 400 branches of the
bank, but at least we should have
40,000 branches all over India, if we
want this benefit to percolate to the
villages. Therefore, I would respect-
fully state that if we want that the
rural people should enjoy the benefit
of the banking institutions, we must
see that every man gets the benefit
by merely applying to the bank for
the loan of a certain amount for agrl-
cultural purposes. If it takes a long
time with a view to examining the
position or of sending the papers to
the legal adviser, and asking for
security, etc., then the creation of
this- department is absolutely not
going to help us. I would appeal to
the Government that these rural in-
stitutions should straightaway grant
loans to the villagers or reject the
loan applications forthwith, so that
+they can seek other remedies for as-
sistance. If the villager waits all
the time expecting that he would
get some money from the bank, aad
then ultimately if he does not get it.
he loses nmot only his agricultural
operations but also of getting some
other help from philanthropic money-
lenders in the village. Unfortunately
I know that the local sowecars charge
a high rate of interest for their
money. Though the rate of interest
is very much less in the case of the
bank institutions and co-operative
sovieties, the disbursement takes a
very long time. Therefore, I would
respectfully state that the object of
the Bill will be achieved by facili-
tating a speedy disbursement rather
than a belated one.

The hon  Minister has stated that
for. .the purpose of compensation we
have to pay at least Rs. 19 crores to
shareholders, I would respectfully
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state that while paying Rs. 19
crores, the shares that will be taken
over by the Reserve Bank will again
be re-allotteg to the extent of 45 per
cent of the maxi#mum shares. I would
only draw your. attention that it
should be 49 per cent, and 51 per
cent may be retained by the Reserve
Bank., The thing that is aimed at is
that the Reserve Bank must have a
majority of the shares. It ijs enough
if they have 51 per ceat, ang they
need not have 55 per cent, so that
the 49 per cent will be allowed to
other shareholders, as emjoyed by
them now,

In making compensation, I find
from the provisions of this Act that
they will be paig either by way ot
cash or some securities, but how it
is to be determined, in what shape,
how much cash is to be paid and how
much security. etc,, are not clear.
There must be a separate provision
enabling one to understand that sr
much of the shares would be compen-
sated by way of cash, so much by
way of securities, and that must be
specifically stated in this Aet.

It is said that the object for the
creation of this Bank is that the re-
duction in the costs in the remittances
of the banks will go into the invest-
ment uf nation-building activities. But
how much wil] be saved by such re-
duction in costs of remittances is not
very clear If it really exceeds Rs, 2
crores or if it # to the extent of a
few lakhs of rupees, we can certainly
invest the amount, but if it is only
a few thousand rupees, I do not
very much appreciate how it will be
of help in any way & our nation-
building activities.

As regards the staff which are to
be taken over by Government, it -1s
said that special contracts wifl be en-
tered into with officials who receive
high salaries, My respectfull sub-
mission in this connection is this.
There should not be a huge difference
between the lowest paid ang the
highest paid employee and .the highest.
paid should not pget more than ten,
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times the lowest paid, Tio ratio
should be 1:10, If the lowest paid is
given Rs. 100 per month, the highest
paid official should get not more
than Rs. 1,000. People who have
gone to China have told me that
even the highest paid official gets only
four or five times what the lowest
paig gets. 1 do not want to go to
the ex.ent of four or five times, but
it is enough if we go to the extent
of 10 times for the present. I find
that the disparity m our services is
as much as 100 times and this should
be brought down to 10 times,

As regards the amounts which the
Reserve Bank or the State Bank is to
dole out to all the State Banks, how
in their own turn they will give it
to the co-operative societies and land
mortgage banks, ete., should be worked
out very cautiously and carefully in
order to see that there shall be no
delaying tactics played by the co-
operative officials there. I know in

: villages that the co-aperative direc-
. tors and officers are very much guid-
ed by the local politics in that parti-
cular village. In spite of the fact that
several co-operative societies have
' been started in rural parts, they do
not properly function for the reasom
that they have got their own cligue
1 and only persons who are very in-
i ﬂuential. or who have got some pull
¢ in the village or who are somewhat
¢ literate in that locality really wield
: the entire financial set-up of the vil-
lage. The poor man there does mnot
get any benefit therefrom. Therefore,
strict instructions should be issued
that in the matter of disbursement to
the villagers, these officers should see
that there is no delay more than a
week. If there is a delay of more
tl?an one week, then it means not only
disappointirent to the spplicant but
also ultimately loss to the State, so
far as the productive aspect is con-
cérned. This is a very important as-
Pect which they have to see. If we are
not able to see that the villager is not
able to gain anything, the very pur-
Pose and object of the Bill will not
be achieved. Therefore, I join my
Other friends in congratulating the
Minister and requesting him to see that

e
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the sacred object, with which he in-
troduced the Bill, is achieved without
any dilatory tactics by village politics
and I do wish that this Bill will work
satisfactorily.

Shri Mulchang Dube (Farrukhabad
Distt.—North): 1 congratulate the
hon, Minister for bringing this Bill;
in fact, it has been long due. The
entire system of agricultural credit in
the rural area had broken down and
it needed to be replaced by some sys-
tem by which the villager or the
agriculturist would be able to get
credit at cheap rates or at reasonable
rates, I do not kmow whether this
object is likely to be achieved in the
working of the Bill. In one of the
clauses it is mentioned that the banks
that will be opened will do business
on business lines. If they carry on
their business on business lines, the
result will be that there will be a
profit motive behind them, and if there
is a profit motive it will not be possi-
ble to benefit the agriculturist. For in-
stance, he will not be able to provide
the security that is normally expect-
ed by the banks before they advance
a loan. The only method by which
it can work will be not by providing+
a large number of banks in the rural
areas. For, the banks in the rural
areas are likely to be more expensive
than the banks in the urban areas.
Moreover, if they give money there,
there is a chance of its being bur-
gled. Even in big cities we come
across cases in which there are hold-
ups, and large sums of money are
taken away from the banks. I do
not know what security measures
will be necessary for opening banks
in the rural areas. It may be tHat
money may have to be transmitted
from the headquarters of a district to
a rural area, That transmission also
will cost a large sum of money.

Apart from this, if credit is sanc-
tioned in the rural area, it may be
that the villager may have to go a
long distance before he is able to
get the money. Therefare the only
method by which I think the object
may be achieved is to help the eo-
operatives or to have more co-opera-
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tive societies than we ordinarily have.
At present the entire rural credit
supplied by the co-operatives is said
to be 33 per cent. And it is said
that the co-operatives have failed
in that direction, and they are unable
to provide credit in the rural areas
to the extent that ¥ needed.

We have not only to make the co-
operatives in the rural area success-
ful, but we should have a co-opera-
tive society in every village, and that
co-operative society should be a multi-
purpose society, We should also
have men in every village who may
be able to advise the cultivator as
also advise the bank as to whether
a certain person needs money or not,
It often happens that money is taken
for agricultural purposes and spent
in other ways, There must be some
provision to see that the way in which
the money is utilised is supervised,
because if that supervision % not
there, the chances are that the money
that is given to the villager may be
spent away in other directions, and
not for the purpose for which the
money was taken,

It seems also to be necessary that
the loans shculd be made in téime as
far as possible, and the loan should be
s0 given that it may be recovered
at the time of the harvest., This can
be done only when there are also
marketing facilities, For instaace, if
a person has taken a loan ang at
the time of the harvest he is allowed
to take the crop and sell it when he
chooses, the result will be that the
money will be realised. As I have
sadd before, the medium or small
agriculturist may not be able to pro-
vide that good security which may
be necessary for advancing the loan
to him,

There is another aspect of this pro-
blem, and that is this, We should
have men #n every village who may
be able not only to advise the agri-
rulturist but also be in sympathy with
them and know all about the peasants’

meeds and then supply the money
asked for by them.
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The co-operatives should also be
marketing societies. The produce of
the cultivator should be pooled to-
gether and put at a particular place
or a wsrehduse, and then sold by
the co-operative society so that after
payment of the loan or the money
that has been takem from the co-
operative banks or the co-operative
societies, the rest of the money may
be paid to the peasants.

Therefore, this is such a stupeadous
problem that it is not going to be
solved merely by passing this Bill.
We would require millions of workers
for this purpose, ang 1 am inclined to
think that if we are able to make this
successful, the chances are that we
may be able to solve the problem of
unemployment also. It is a stupen-
dous task to rehab#itate the entire
economy of the country.

The promise by Government gene-
rally is to do a thing with a whole
heart, but when it comes to the ques-
tion of execution, it appears that it
is being done with only half a
heart.

In regard to compensation, [ am
unable to say whether the compensa-
tion that is proposed at present is
adequate or not. It appears to me
that if for a share of Rs. 500 a person
is to be given Rs, 1,562, ..

Shri A, C, Guha: Rs. 1,765.

Shri Mulchand Dube:...I think the
compensation cannot be said to be in
any way inadequate. If anything, it
errg on the side of generosity, If a
person after 20 or 30 years is able to
get three times the money or even a
lrttle more than that, besides the in-
terest and the dividend that he has
been getting for this long number of
years, I do not think there can be
any complaint on the ground of inade-
quacy of consideration for the value
of shares, and moreover the value of
shares has been calculated on an
average value which has been high
for the last one year,
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My submission is that the Bill is
a very useful and a healthy Bill. If
it is fully implemented, it is going
to solve the needs of the agricultu-
rists, and is also likely to rehabii-
tate them in the best way possible,

Shri N. M. Lingam (Coimbatore):
It is perhaps not an accident that it
has fallen to the lot of my hon,
frienq Shri A, C. Guha to pilot this
measure. You know that in the ordi-
nary course, the Finance Minister,
and an ex-Governor of the Reserve
Bank should have done it, but it has
now fallen to the lot of an ex-revolu-
tionary to pilot it, and I submit that
it augurs well for the successful
working of this measure,

It is also significant that close on
the heels of the Resolution that we
in this Houce passed on the objec-
tives of our economic policy this
House should be called upon to pass
two important measures, vne relating
to the amendment of the Constitution,
and the other the Bill that we are
now discussing,

It has been said by speakers that
it is a bolg step, and a measure of
far-reaching importance. But we
have to remember that this was not
thrust as a surprise on this House.
The Banking Enquiry Commitiee as
far back as 1948 had suggested ‘in-
eéreasing the wvoice of Government
over the affairs of the Imperral Bank.
Then came the report of the Com-
mittee of Direction which conducted
a survey of rural credit at the direc-
tion of the Reserve Bank, and this
Bill is an offspring of the report of
that Committee,

In considering this Bill we have to
bear in ming the larger perspective,
namely, that of the development of
rural credit ang thereby rehabili-
tating our rural economy, Indeed
not go into details about the failure
of the co-operatives in providing
credit in rural areas in the past.
Our co-operatives have been In exis-
tence for the last 50 years but they
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have signally faded in the task al-
lotted to them. This has been admit.-
ted by the Enquiry Committee itself,
but it has not on that score recom-
mendeg abandonment of the idea uf
co-operation in our schemes for the
economic emancipation of the rural
areas. Co-operation in the orthodox
sense has failed. There are several
reasons and ] need not go into all of
them in the discussion of this Bill,

In the first place the gquantum of
credit that was made avaiable to the
rural agriculturists was very small.
It was not productive credit. It did
aot enable the agriculturists to pro-
duce more. It was only subsistence
credit, !n most cases, and the villager
himself had no habit of thrift, He
was spending this amount granted as
loans by co-operative societies and
at the time of repayment he used to
borrow money at usurious rates of in-
terests ang thereby he was not only
ruining himself but also the resources
of Government,

It is astounding that such a state
of affairs has been allowed to go oo
indefinitely, The co-operative move-
ment in spite of g having spread in
npe or two States like Madras and
Bombay, has not registered any signi-
dcant progress in the economic life
of the people. We have to remember
also that this measure that is before
1he House is only a part of the scheme
to have an integrated development of
the rural areas, The other aspects
af rural economy as the House knows.
are: accommodation for storage ©of
the produce of the villagers, ware-
housing facilities, organisation for
processing and marketing and a pro-
gramme for the training of personnel
for the manning of these branches of
rural farming,

Sir, in our country we have only a
rudimentary progress in all these
flelds. Even if the accomplishment
of the project before us, namely, the
establishment of a State Bank and a
net-work of its branches all over the
country, i possible within. a. short
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distance of time, it is a far cry to
the realisation of the larger objectives
of providing facilities for storage,
warehousing and providing marketing
facilities for our rural folk. It is
also commeon knowledge that the State
Bank has necessarily to take the
Imperial Bank over instead of start-
ing from the scratch. '

Some critics have suggested that
we rould have started a State Bank
«a addition to the Imperial Bank. Al-
rernatively they have also said that
imposition of greater control over the
affairs of the Imperial Bank would
have met the needs of the situation.
But. Sir. the couniry knows that #
is impossible to build up a bank and
build up traditions which can suc-
cesgfully compete with osher com-
mercial bank and also meet the grow-
ing needs of rural credit. Imposi-
tion of greater control also would
mot have served the purpose the Bill
has in view of making the new State
Bank subserve the national policy of
giving a fillip to rural economic de-

vel oplpen‘l .

.The Committee on Rural Credit
Survey has made this significant re-
mark with regard to the implementa.
tion of these proposals:

“Oo-operation, not merely In
the narrower technical sense im
which # has completed fifty years
of existenre in this country, but
in the much broader conceptioa
of it as the purposive union of all
the forces which work for the
common good and, in particular
the Co-operation which joins to-
gether in a common purpose the
united strength of the Indian
village with the united strength
of the Indian State. It is only
when Co-cperation is interpreted
in this wider ang more positive
sense as a fundamental creed of
action. as a dynamic mntmept
of change, the opposite, on the
one. hard, of regimentation, and
on the other, of drift and stagna-
#on, sad @tate effort is conjoined
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to the fullest extent necessary
with ca-operative endeavour, that
Co-operation will be a potent
force in the country’s economic
development.”

This then is the objective before the
Government. [, therefore, hope that
Government, as soon as this measure
is passed will launch other measures
necessary so that a concerted attack
s made on thig colossal problem ol
eradication of rural paverty and in-
debtedness,

Sir, I heard criticisms made about
the quantum of compensation tha!
is proposed in the Bill. It is true
that the gquanium of compensation
proposed as compared to the face
value of shares loocks unceascionably
high, bui then we have tu remember
that shares have changed hands often
and it will b¢ loing injustice to the
present owmners of shares . we are
guided bw altruistic or purely ideo-
logical mutives in this matter. I also
do mnot join with some of the critics
who have said that all those people
who have deposited their money In
this bank have done so with their
ill-gotten wealth.

Sir, we believe in the creed that
poverty is a curse and that it is ne-
cessary that the whole object of the
Government and this House is to
see that this curse of poverty is re-
moved, Therefore, we will be oaly
erring on the right side, if at all, if
we unhesitatingly accept the propo-
sals of this Bill for payment of com-
pensation. But, there are one or two
lacunae in the Bill and that is with
regard to the rate of interest and
period of maturity of compensation
bonds. 1 hope the Minister will
throw light on these things or other-
wise ameng the Bill accordingly,

It is a sad commentary on the effort
of our quasi-public bodles like local
bodles and co-operatives that they
have failed and the panacea that
is tuggested for re-invigoration .of
these’ bodles is Siate parinership I
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do not kanow how far this remedy
suggested by this high-powereg com-
mittee is going to solve the probiem
of successfully working co-operatives
in our land. My own experience In
the fleld of co-operation has shown
that our people are instinctively
averse to making co-operation suc-
cessful, Politics, inefficiency, igno-
rance, exploitation, all these together
combine to wreck some incipient good
progress in some of the movements.

Even if you pass this measure there
is the larger question of rehabilita.
tmmg the sub-marginal and marginal
cultivator. ln Madras where co-opera-
tion is supposed to have made head-
way even the land mortgage banks
do not advance loans except on ample
security The co-operative primary
stures on their part also demand se.
curity of land or other #mmovable
property. Unless we make productive
potential as seccurity we cannot ex.
pand the credic in rural areas,

Again, it is also a problem how to
scale down the existing debts of the
rural population. If they are weighed
down by the incubus of past debts
it will become very difficult to make
a good start. So, in the context of
these forces in the country, the Bank
could at best serve only a very small
sector of the rural population.

The commercial banks have failed
to open branches to expand in the
rural areas. The Imperial Bank it-
self thought of this question of ex-
pansion only after the Rural Bank-
ing Enquiry Committee Report recom-
mended that it should spread out in
the rural areas but even go it has not
been able to make any appreciable
progress, No wonder that the State
has been eompelled to step in. The
chief merits of the proposal are uni-
formity and strength in all the bran-
ches that will be opened throughout
the country,

‘With regard to the larger aspect of
the question, it is necessary that the
entire administrative set-up is over-
hauled to work the scheme of expand-
ing rural eredit. successfylly. We
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have the National Extension Service
Blocks and the Community Projects.
They have credit at their disposal and
Government directly dispenses loans.
What are called taccavi loans are
given to the ryots, Then, we have
this co-operative credit. But all
these things have only resulted in
frittering away their resources. My
submission is that the district should
be the unit of administration. There
must be a Statutory Development
Board with the Collector as the
Chairman of the Development Board
and all the heads of the departments
of the district as members together
with qualified non-officials. Every de-
partment has to be responsible to this
body and not to its superior at the
State level. Unless all these depart-
ments work in unison and co-ordina-
tion, we cannot achieve progress
appreciably.

The Rural Credit Survey Commit-
tee itself has made some recommenda-
tiong with regard to the change in
the set-up of the district administra-
tion but it has not gone far enough.
‘The district is fo be charged with the
responsibility of seeing not only to
the development of cottage industries
but also of expanding rural credit gnd
also of seeing to the development of
fthe viilage in animal husbandry.
production and other fields. For this
purpose, the distric¢ has to be the
unit of administration and unless the
larger question of the change in the
set-up of administration is also tackl-
ed and the other things mentioned
by me earlier, namely providing an
organisation for storage, warehousing
etc, are also simultaneously started, the
establishment of a State Bank will be
at best a step towards nationalisation.

Sir, I wish the Bill all success and
1 would tell the critics of the measure
that the ‘old order changeth yielding
place to new lest one good custom
Should corrupt the world’

st wme ¥ taw (e @R -
wmte wgee, @ oW w1 o £ P

e & gw e fw w gl wie o
atwr Par
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Bhri C. R. Narasimhan (Krishna-
giri): This Bill is a natural corollary
of the Avadi resolution and the reso-
lution of this House which we passed
a little before that period while dis-
cussing the Five Year Plan. The Con-
gress, the chief political organisation
of the country, has given the lead to
the Government in power and natu-
rally the Government will have to go
ahead. It is but proper that they
have taken the question of banking
which is a key industry and which
is in the nature of an essential ser-
vice in the country. We have more
or less completed the First Five Year
Plan éand we are on the eve of the
Second Five Year Plan, and a great
increase in agricultural production is
contemplated. How can we incréase
agricultural production? The contri:
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bution from new cultivable areas is
not likely to be mueh. If at all agri-
cultural production has to be increa-
sed, it has to be increased practically
in the existing cultivable areas.
Therefore, the method is more or less
intensive cultivation. Intensive culti-
vation means more money to be put
in the hands of those who are now
interested in the agricultural -enter-
prise, to buy seeds, manure, etc. The
question of the supply of money to
the agriculturists has become an im-
portant one now that we have decided
upon intensive cultivation for the
present and succeeding Five Year
Plans. Somehow or other, we must
see that the rural and semi urban
worker and others get the money
they need. The Government have,
quite properly and at the proper
time, come with this Bill and I am
sure this experiment will succeed and
bring about what we all desire.

It is well known and here iz an
authority which says about the prob-
lem of banking:

“There is urgent need for the
expansion of banking to semi-ur-
ban and semi-rural areas, as there
is one banking office per 90000
persong in India as against 10,000
in Japan™

That is the position. The Rural
Credit survey also shows that the
Governmental and co-opérative effort
practically is insignificant: that is
only 3 per cent, in either case.
Therefore, necessary steps have to be
taken to enable this credit money to
reach the agriculturists. The All India
Rural Credit Survey, a Ssummary af
which has been circulated to us says
in the last para, entitled Urgency of
action, that the Committee also em-
phasise that these principal recom-
mendations are vitally related to one
another and together form a unit of
policy £ which o main compon-
ent part can be removed without im-
perilling the whole. The report says,
take the whole report as it is, do not
change it. I do not know whether I
have understood the Bill correctly or
not. T do not see ahy  where provision



6197 State Bank

[Shri C. R. Narasimham]

for the amalgamation of the major
State associated banks as desired by
this report, along with the taking
over of the Imperial Bank of India.
I do not see any indication of it in
the Bill or in the Statement of Obje-
cts and Reasons of the Bill. I would
like the Government to explain why
it is -so.

Shri A. C. Guha: See clause 35 of
the present Bill.

Shri C. R. Narasimhan Thank you.
One serious difficulty with our gov-
ernmental institutions is that they
are full of red tape. The other day
I went to see the new Village In-
dustries Emporium started near the
Regal Theatre. Of course, the Board
is managed by well meaning people,
very experienced people and people
imbued with......

The Parliamentary Secretary to the
Minister of Production (Shri R. G.
Dubey): It is an autonomous body.

Shri C. R. Narasimhan: A lot of
governmental inspection is there.
When Government grants are given,
the relationship between the Govern-
ment and the so-called autonomous
bodies is simply through red tape.
They ask for information; information
is supplied, It is all reduced to colu-
mns, reports, and so on, I was disap-
pointed to see that the salesmen had
no idea as to the sale price of the
things that they wanted to sell. I
pitched upon one or two articles,
hand-made paper, etc; They simply
told me, please don’t buy today, we
do not know the prices, just wait and
come after a day or two, we will be
able to sell. This is the way that the
institutions tied to red tape will func-
tion. Whether it is autonomous or a
governmental institution, red tape is
the enemy of quick progress.

Mr. Chairman: The shop is in the
process of being arranged anew,

Shri C. R. Narasimhan: Still, when
it is decided to open a shop and bring
things, —the things are not newly
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made, they are old, —the prices have
to be fixed. If it were an ordinary
institution, the owner would have
thought about it. He would have
said, take at this price, later i it is
found that it is in excess, I shall re-
turn and if there is anything still due,
1 shall collect it from you. He would
have taken my address and disposed
of me. In a governmental institution,
they have to look to their superiors
and all that. You are creating all
India organisations, centralising many
things, including colleges. My only
appeal is, let them not get tied up to
red tape top much. Field work is one
thing; direction is another thing.

Our esteemed colleague Shri B.
Das referred to the omission of the
Comptroller and Auditor General in
regard to Audit and other matters, I
would like the Government to ex-
plain why the constitutional right of
the Auditor General has not been in-
corporated and embodied in this Bill
also. That would have added to
public confidence.

Shri A. C. Guha: If the Auditor's
report will be laid on the Table of
the House, no commercial bank can
function.

Shri C. R. Narasimhan: Shri B. Das
was Saying that in the Reserve Bank
Act there was some provision.

Shri A. C. Guha: It 1s not a commer-
cial Bank. There also I do not think
that the Auditor General does the
audit.

Shri C. R. Narasimhan:. Well, it is
a suggestion. Since I suppose these
funds are to come out of the
Consolidated Fund of India and 1
think it is good for the Auditor Gen-
eral's supervision to be provided in
some form or other instead of his
going about asking permission from
certain quarters for examining the
accounts.

Some of the Members were saying
that the very expression ‘Imperial’
was out of date and an anachronism
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and obnoxious. If for nothing else,
at least for the bad name that the
institution has been having all along,
it could not survive the new Free
India set up, This augurs well for
the future of this country and I wish
the hon. Minister and the Govern-
ment every success in this measure.

Shri K. P. Tripathi (Darrang): I
think I must congratulate the Gov-
ernment on this step which I consi-
der as a right step in the right direc-
tion. But, I think that if we regard
this step as a complete step, it would
be a mistake. The hon. Minister
himself quoted figures to show that
nearly one-third of the peasantry is
landless and so, agricultural labour.
In the Bill, it is said that this bank
will be run as a commercial concern,
with all the commercial practices.
One of the main practices of com-
merce is the creditworthiness of the
loanee. What is creditworthiness?
So far as I understand, agricultural
land was not regarded as credit-
worthy, by most of the banks. It is
quite likely that the same considera-
tion may be brought to near upon
the working of this bank and if that
happens, obviously, many of the rural
people who have lands will not be
entitled to credit. So also, those who
have no land and the people who have
very little land will not be entitled
to any credit from this bank. There-
fore. it may be that more than one-
third of the rural sector—may be one-
half of the rural sector—will not be
benefited by this bank at all. I am
not criticising the view that Govern-
ment have taken, namely, that credit-
worthiness must be taken into con-
Sideration. But I am merely pointing
out that this is the inevitable conse-
quence of the functioning of this bank
with regard to the rural sector. The
result is that although we think that
this bank will benefit the rural see-
tor, it will not benefit the entire rural
sector. This is the point which I want
to make. If this is realised, then it
will be admitted that something more
has to be done before things can be
mended.

Now, I will point out how in the
American economy this thing was
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applied. It will be remembered that
after the 1929 crisis, Roosevelt came
forward with his New Deal, and cer-
tain steps were taken. One of them
was with regard to rural credit. Two
types of credit were given. One was
that rural credit was given through
commercial banks and the other was
from the Government through the
national extension service. Through
that service, individuals who did not
get credit from the Commercial Banks
had the right to formulate a scheme
and approach government and say:
‘Here is my scheme. I want to work
it'". The Government would examine
the scheme and then loan it. The re-
sult would be that when the crop was
ready, Government would take out
of it their share. So even in the Ame-
rican economy, which is a capitalist
economy, this was thought necessary.
In this country where really more
than one-third or one-half of the
agricultural population are uncredit-
worthy according to bankimg prineci-
ples, I think the hon. Minister will
agree that if we really want to reha-
bilitate our rural economy, it will be
absolutely necessary to take some
such step. We have already under-
taken rural extension service gnd
Community Projects and so on. I
understand that within a few years,
the whole country wil be covered by
these schemes. I think if the Gov-
ernment think of starting these cre-
dit schemes alongside these Commu-
nity Projects and National Extension
Service, it may be posible to provide
credit even to those people who are
not regarded as creditworthy accord-
ing to banking principles,

The second point is this. It will be
realised that this bank is being crea-
ted, but this bank is an offer. It does
not directly reach the rural masses.
In between, it is expected that there
will be two institutions. One of them
is the Co-operative in the village
which will take loans from this bank
for the purpose of funding the rural
agriculturists. Secondly, it is expected
that there would be grain societies
who will also take loans from this
bank and fund marketing of the
stocks. When will these two come
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into  existence? The " hon. Minis-
ter himself pointed out that
Madras and Bombay have gone
forward but other States have not
gone forward so much in respect of
co-operatives. If that be true, then it
will take a very long time. There are
déep-seated causes why co-operatives
Have not made headway in India. Te
expect that suddenly they will make
headway is, I think, wrong. I will
again point out the example of Ame-
rica. There a great banker decided in
hits mind that America must have
co-operative banks and he carried on
a campaign from BState to State for
nearly ten years trying to convinee
State legislature about the necessity
of establishing co-operative banks.
Then only it was possible for him
to get a law passed by the States
that co-operatives may be floated.
So it is not so easy to expect co-op-
eratives to be floated, and even if
floated, to function rightly. So the
Government will have to do some-
thing more so that these co-opera-

tives may function. After all, your

best intentions, as empodied in this
legislation, will not fructify wuntil
the money really goes to the man
who needs it. In between the man
who needs the money and the bank,
you are postuiating two hypotheses,
which do mnot exist. One is the
Co-operative and the other is the
grain society. So for this purpose,
I think the Government will have to
mobilise their resources and find
out how best these can be activised
and the whole country can be cov-
ered by the vo-operative societies. As
regards grain societies, they should
be there, not only for the reasons
which the hon, Minister himself has
mentioned, but also for other res-
sons. [Inleow there are grain socle-
ties it will not be possible for the
Government to have any price
support programme. One of the pillars
of the American economy is the price
support programme, Without the
price support programme, their econo-
my would not be what it iz today.
Even this year pressure was put on
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our Government to bave the price
support programme, and the Goverm-
ment came forward with a programme
in the case of three crops, If this is
not floated in the right way with a
network all over the country, the Gow-
ernment will not be able to have any
price support programme effectively.
How has that to be done? The great
question has been raised as to whe-
ther it is a State subject or a Central
subject. It has been said that the
Centre cannot manage it; only the
States can do it. This question Is
there. [ personally think that in such
a case when huge eredit facilities are
necessaryv,—it has been said that Rs.
800 crores worth of goods are annual-
ly marketed in the agricultura sector
to expect that the State Governments
will be in a position to handle the
thing is not correct. I do not believe
in it. I still believe that it will be ne-
cessary for the Government, as it has
been necessary in the case of America,
to have a central credit organisation
which should be centrally financed and
formed; otherwise, it will not be pos-
sible to work the scheme, After all,
it will be realised that 50 per cent. of
our national production takes place in
the rural sector. Out of Rs. 10,000
crores worth of production, nearly half
occurs in the rural sector, Therefore,
it is the biggest industry, far bigger
than other big industries which ac-
count for only 6 per cent. of the pro-
duction. How shall it be done? You
will have to come to the imevitable
conclusion that it is only the resources
of the Central Government, the pres-
tige of the Central Government that
can bring forward this organisation.
After all, price control is a matter for
the Central Government. Price in any
country is not a State phenomenon; it
is a national phenomenon. Therefore,
when you are going to undertake mar-
keting operations in the rural sector,
you are also going to control the price.
If that be so, you come to the inevita-
ble conclusion that it has to be done
from the Centre and not from the
States. Recently employees have been
in the newspapers and saying in thelr
speeches that it is necessary to expand
the purchasing power in the country-
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gide. Even Birla has said that. Now,
one of the ways in which the capitalist
economy has expanded this purchasing
power is through the price support
programme and rural credit. This ac-
tion of the Government is not merely
socialist in character; it is also capita-
list in character, because here the in-
tentions of socialism and capitalism
coincide. The jdea is to expand the
purehasing power in the rural sector,
so that based on this industrial pro-
duction might be expanded for market-
ing and consumption. It is for this
reason that every sector in the society
has welcomed this. But still preju-
dice dies hard and there was an at-
tempt made to delay the nationalisation
of the bank. There was a last-minute
attempt made to postpone it by at
least six months. Luckily that has
not happened, and I really thank the
Government for having taken a firm
stand that it shall not be delayed any
longer. After all, in the whole country
there is an expectation that with this
Bill becoming law, Government are
coming forward with the assurance to
rehabilitate rural economy. Therefore,
I think Government have taken the
right stand; it will be admireq and
welcomed in the country.

With regard to compensation, Shri
R. D. Misra was saying very cogently
that the principle of compensation, as
adumbrated in this Bill, has not been
what the socialistic pattern of society
declaration, demanded. Unfortunate-
ly this is the first case, and it is going
to be a test case, before the country
as to how the Government intent to
proceed in future nationlisation plans
to compensate ihe non-agricultural
sector. It has been rightly pointed
out that in the case of zamindari abo-
lition, Government made a diserimi-
nation in the case of compensation as
between large holders and small hold-
ers. That was welcomed by the coun-
try. But it seems in the industrial and
commercial sectors, if the Government
takes over anything it is not going to
make that distinction. Is it proper?
After all, this question has been asked
and the Government shall have to an-
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swer this, Having accepted the prin-
ciple that the demand from the more
well-to-do should be given less comp~-
ensation and from the less well-to-do
full compensation, it is proper for the
Government to come out in this way
in the case of the commercial and in-
dustrial sector and say that this prin-
ciple is not tc be applied here? When-
ever arguments are advanced here,
they say that obviously the middle-
class man must be fully compensated.
But if the principle had been followed
here also as it has been foliowed in
the case of large-holders and small-
holders of land, I would have been
happy. So, I think that if the Gov-
ernment does not deserve the discri-
minatory compensation principle,
which is fundamental for a social way
of looking at things, then it will find
itself in a very tight corner with re-
gard to all future nationalisation sche-
meg in this sector. I urge the Govern-
ment consider this,

With regard to the representation
of workers, there is some logic why
the Government should consider that
workers, in this first step, should also
be represented on the board of
management, but no such scheme
seems to have been formulated. I
think the Government are seriously
considering in the Second Five Year
Plan the question of representation
of the working class on the board of
management. Here is a capital op-
portunity for them to consider how
it can be done. I think if they do it,
it will be proper.

With regard to service conditions,
Government should consider the
maintenance of existing service con-
ditions. With regard to the fact that,
they have decided to eliminate the
management being so top-heavy and
costly, as on this point serious criti-
cisms were made some time back im
this House and in the other House, it
will be welcomed by the country.

Government will give due conside-
ration, I hope to those people who are
serving in a certain industry, and it
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is for them to maintain stable service
conditions. They should not be
revised against them. ‘If a revision
has tc be done, it should be in their
favour and no revision should be
against the employees. The Govern-
ment are not immediately thinking
in terms of service conditions being
revised m their favour. ‘Therefore,
1 think that the Government will not
think in terms of revising those con-
ditions against them.

Although there are many points
more, there is no time, I will stop.

Shri Tulsidas (Mehsana West): I
thank you for giving me an opportu-
nity io speak on this important Bill.

1 heard the hon. Minister this
morning. He put forward the case
for nationalising the Imperial Bank
in the best possible manner. 1 see
that most of the Members here have
supported this measure. 1 also find
that most of this support is more on
the basis of a symbolic importance
than coming to the real basic factor
of this measure. I for one feel that
tl}ere is at least not enough appre-
ciation, particularly with regard to
the work which this institution has
been doing so far and it is merely on
the basis that nationalisation of a
banking institution would give this
country a rural credit structure and
thereby have all the problems solved
of rural credit.

I would, first of all, like to inform
the House that as far as the Imperial
Bank was concerned,—at least as far
as I know and can say—the function
of the Bank was primarily that of a
commercial bank and not for rural
credit. If that is so, I do not under-
stand how by nationalising an insti-
tution, which was primarily a com-
mercial institution, it is going to
function in_the interest of rural cre-
dit. As the House knows fully well,
1 am always the supporter of any
measurg which will give our rural

. area the benefit which they require,
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and if this measure was going to help
in that direction, 1 would be the first
person to support it. But when 1
see the Bill and when 1 hear the hon.
Minister, 1 find that that object, which
is primarily for rural credit, will
not be served by nationalising this
institution. The reason is very ob-
vious. As my friend, Shri Tripathi
just now said—and I fully agree with
him—we know how rural credit is
being given in different countries. I
would like you to realise that this
institution has been functioning as
a commercial institution and it was
primarily doing that work, except in
1850 when the Reserve Bank was
nationalised, it was given some extra
work as an agent of the Reserve
Bank. It was functioning as the
agent of the Reserve Bank in areas
where the Reserve Bank had no
branches. Then it was also supposed
to do a certain amount of currency
chest work and so on, but there was
no question of this Bank entering
into rural credit. There was no rea-
son mentioned anywhere before
that this Bank was supposed to do
the work of rural credit as it is en-
visaged now to do. I would also
like to bring to the notice of the
hon. Minister that if this Bank is
now to function as merely a banker
to the co-operative banking institu-
tions, then I do not understand why
up till now the Reserve Bank has
not been able to do that function
when the Reserve Bank had all their
attention and advice and everyone in
the country was clamouring that the
Reserve Bank must give all possi-
ble assistance to foster rural credit
in the country. I for one do not
understand how this institution is
going to function in the manner we
wish.

When 1 was reading the Bill and
about the way this Bank is going to
function, I still have my great appre-
hension as to whether this institution
is going to function for the benefit
of the rural credit system, because
they are not going to handle any
rural credit themselves. As I just
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now pointed out, they are only going
to be the bankers of the co-opera-
tive' ¢redit banks. Besides, the eon-
stitution' has ‘become so rigid that it
will function just as it functions to-
day 'in the case of the Reserve Bank,
as a department of the Ministry.
The Reserve Bank, after it has been
nationalised, to my mind, functions
more as a department of the Min-
istry of Finance than as an indepen-
dent institution,” and i -this institu-
_tion is going to function on the same
lines—that is, more or less on the
basis of the Reserve Bank constitu-
tion—I at least do not wunderstand
how it will function in the manner in

"*which we all desire it to do. I will
give you an instance. Take the Re-
serve Bank, for example. When I
say that the Reserve Bank functions
more as a department of the Minis-
try of Finance, I have definite reasons
for saying so. Take the example of
rural credit survey. This Commit-
tee on rural credit survey was ap-
pointed by the Reserve Bank and
they were supposed to submit their
report to the Reserve Bank. The
Committee functioned, but they sub-
mitted their report directly to the
Government of India. Even the Re-
serve Bank did not know anything
about that report, and they even did
not know what decisions have been
taken by the Government of India on
their recommendations. This has
amply proved that the Reserve Bank
is more a department of the Minis-
try of Finance rather than an inde-
pendent institution.

' In my opinion, this will also func-
tion in exactly the same manner.
You have a provision here that the
. Will be appointed by the Govern-
.ment of India. But the Rural Cre-
dit Survey Committee says that we
mm‘lhaveanmdependgntdmirmn
coming not from the usual channels
but from the outside channels. Out
of the 20 directors, 14 will be nomi-
nees pf the Government of India,
and only six will be elected mem-
bers. In other words, the 14 directors
will be more or less nominees of the
Government of India
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With all our intention to see that
these institutions should try and help
rural credit or - develop rural cre-
dit I fer one fail to understand how
the system is going to function. We
have for example a number of insti-
tutions which are today functioning
in our country, such as the Indus-
trial Finance Corporation and the
State Finande Corporations. How do
they function? We have already seen
the reports about their working.

This institution has to work in a
flexible manner, but I am afraid the
constitution is such that it will not
have any flexibility whatsoever. It
will have as much rigidity as the
Reserve Bank of India and other
institutrons, and the Finance Minis-
try’s policies will be followed by this
institution also. The result will be
that the commercial side in which
the institution normally functions
today will suffer. Out of the Rs. 220
crores of deposits, about Rs. 125
crores are lent every year to the
different institutions of commerce
and industry. I am afraid even that
aspect will suffer. On the one hand,
we are trying to develop something,
but on the other hand, my own
fears are that instead of developing
anything we may make even what-
ever we have got suffer.

Shri R, K. Chaudhuri: How !

Shri Tulsidas: For, as I said
earlier, the composition of the board
will be such that it will consist more
or less of the nominees of Govern-
ment. There will be no election
whatsoever, and thus the institution
will have a certain amount of rigi-
dity.

That is my fear. In spite of all the
enthusiasm that the other Members
have shown over this measure, 1
personally have no enthusiasm what-
soever. The question that arises is
is whether this institution is
going to serve the purpose
for which it is being formed. 1
only wish that it will be able to
serve the cause for which it is being
formed. And I wish that my fears
are belied, and in fact I will be the
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first person who will be very happy
to see that that particular object is
achieved.

My hon, friend Shri K. P. Tri-
pathi has pointed out that in other
countries rural credit is given in a
different manner, and that the insti-
tutions for giving rural credit should
be separated from those that deal
with the commercial side. Let us take
the case of the Imperial Bank
which we are going to hand over to
the State Bank of India. Most of
the staff that are working in the
Imperial Bank are not quite conver-
sant with the working of rural cre-
dit systems. I know most of the
staff in the commercial banks are ac-
customed—and have been trained in
that way—to do work on the com-
mercial credit side only. If the
members of this very staff are going
to take over the functions in respect
of rural credit also I for one fail to
understand how they will be able to
do a work for which they are not
trained. I feel that we should have
an entirely different type of staff for
this purpose, staff who have been
trained in a different manner and
who will function in a different man-
ner and be fully conversant with the
several aspects of rural credit My
hon, friend Shri K. P. Tripathi has
rightly said ‘hat in the case of com-
mercial credit, the first thing that
you see is the credit-worthiness of
the party to whom you give money,
while in the case of rural credit that
will not be the main consideration.
There the main consideration will
be the removal of the indebtedness
in the rural areas. If that is to be
the main consideration in respect of
rural credit, then I am afraid that
the staff that are at present working
on the commercial side will not be
able to do that work. This is an-
other reason why I feel that thig in-
stitution is not going to function in
the way in which we all desire it to
function.

With regard to the constitution of
the board, I have already stated that

23 APRIL 1855

of India Bill 6210

the majority of the directors will be
nominees of the Government of
India, including the chairman and
the vice-chairman. I would have
liked that at least the appointment of
the chairman should have been left
to the discretion of the board; of
course, the approval of Government
would naturally be there. But my
point is that the board must be em-
powered to appoint the chairman, for
normally in any institution, the chair-
man comes from the rank and file
of the Board. If that were the
position, then things would have been
different, and it would only have"
been a question of obtaining the ap-
proval of the Central Government as
to whether a particular person was
fit to be the chairman or not. But
here what is happening? The chair-
man will not be elected, but he will
be appointed or nominated by the
Government of India. And he will
not be 8 whole-time officer also,
but he will be paid a certain sum by
way of salaries ete. and function inm
the same manner as if he is a glori-
fied manager. That is going to be
the position now.

Shri A. M, Thomas: Even in com-
modity committees they are having
Government-appointed chairmen.

Shri Tulsidas: Two wrongs do not
make one right. I personally think
that the other one is also wrong.
Similarly, this is also wrong. When
it is the case of a credit institution,
there should be persons on whom
the people can have confidence. But
what is to happen here? We know
very well that in the Reserve Bank
also, when it was nationalised, there
was the intention that out of the .
three Governors, the two Deputy
Governors and one Governor, at least
one will be from the non-official
ranks. But what is the position now?
For the last several years, almost
all the three have been from the
official ranks. You cannot expect
Government to  appoint someone
from outside the official ranks, 1
am sorry to say that they are not
qualified or trained to do this sort
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of work. The work of rural credit
is of an entirely different type, and
these persons are not trained to do
that work. You cannot blame them
for they have not had enough of
training in that work. And how do
you expect these people to work in
thig fleld without the necessary train-
ing? In the State Bank of India
also the same is going to be the posi-
tion. I would have liked very much
that the chairman should have been
board, or at least
elected by the board subject to the
approval of Government instead of
being appointed by Government. I
feel that this had been the position
both with regard to the chairman as
well as with regard to the vice-chair-
man.

Now I would like to say something
about the compensation, about which
so much has been said already. The
point at issue is that this does mnot
stand on the same category as the
other cases that have been mention-
ed. This is not the case of an in-
dustrial institution. If the share-
holder of a bank who has invested a
certain amount of capital in that
bank is to be treated in the same way
as any industrial concern or a zamin-
dar, then I am afraid we do mnot
know where we are going to end. I
do not understand what the differen-
ce is between a shareholder and any
other common man in  the country.
If a labourer can become a share-
holder of the institution, why should
a shareholder of a bank be deprived
of that right? Why should a share-
holder be deprived of his dues, when
particularly the shareholder in a
bank is a small man like any other
So, you
cannot make a distinction between
the shareholder in a bank and any-
body else. it we take this aspect
into account when any Iinmstitution
like the present one is being nationa-
lised, it is but fair that we should
treat the shareholder in exactly the
same manner as anybody else. When
we abolished the zamindaris, we gave
the zamindars a certain amount of
compensation. Likewise the share-
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holders also are entitled to compen-
sation. But there is one fundamen-
tal difference in the case of the
shareholder of a bank. The bank is
a commercial institution, and it has
built up a vast amount of reserves
all these years. And if this Bank or
any other institution would have
been put on what I may call “written-
down value”, then it would remain
at a very high level. Even this rate
is not going to give them adequate

compensation.  Therefore there is
no question of adequate com-
pensation. The compensation is

not at all adequate and therefore, it
should have been on a more better
basis.

Shri V. P. Nayar: What does the
hon. Member suggest as compensa-
tion?

Shri Tulsidas: I say what I feel and
the Government should look into this
point as well.

Mr, Chairman: Shri T. S. A. Chet-
tiar.

Pandit D. N, Tiwary (Saran
South): Sir, I rise on a point of order.
This morning we received a circu-
lar or something like a bulletin say.™
ing that nobody should be allowed to
speak although he has sent his slip
or his name has been given by the
Party Whip, unless he stands up and
catches the eye of:the Speaker. Is
that rule going to'be followed or is
that to be given up?:

Mr. Chairman: I fail ‘to see the
poinit of order. In the bulletin it
was mentioned that persons who de-
sire to speak can adopt any one of
the three ways; they may’ send chits
themselves or through the Whip or
they can stand up and catch the eye
of the Speaker. Those Members who
have sent slips and who stand up are
entitled to be called. I do not see
the point of order at all

Sardar Hukam Singh (Kapurthala
—DBhatinda): In the bulletin it way
said that even if that name has been
sent through the Whip or separate
ly, the Members shall have to stani.
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up and catch the eye of the Speaker.
This was certainly said there.

Mr. Chairman: There are two wa;s
in which this can be done. If the
Chairman knows that a certain person
is anxious to speak, and he has sent
his slip not only once but more than
once, then is the Chairman not en-
titled to call him? The Chairman
knows fully well that the Member is
anxious to speak. Every time it is
bound to happen that at least 15 to
20 persons shall stand up. If the
House likes it I have no objection to
adopt that course. It means that—I
have got about 20 slips with me—
every time 20 Members will stand up
out of which one can be called. The
hon, Members can choose any me-
thod. If they like this I have no ob-
jection to accept this as a rule in
future.

Pandit D. N. Tiwary: What is
given in the bulletin is binding on
everybody and the Chair also. That
is why I raised this question.

Shri N. Rachiah (Mysore—Reserv-
ed—Sch. Castes): Sir, ever since the
“Bill was introduced we have been
riging in our seats. But, some Mem-
bers come in and they are imme-
diately given a chance. Some Mem-
bers do not send in any slips but they
are given a chance. Therefore, by
giving discretion to the Chairman I
am afraid privileges of the Members
will be curtailed because the Chair-
man will be in a position to ecall
according to his choice and not ac-
cording to priority.

Mr. Chairman: Again I do not see
any point of order. So far as the
Chairman is concerned he has got
absclute discretion to call any Mem-
ber provided he knows that the
Member concerned is anxious to
speak. If a person sends in a chit I
certainly have to conclude that he
is anxious to speak. I he stands up
without sending a chit even then I
always know that he is anxious to
speak when he stands up. I do not
understand what the hon, Member is
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referring to. There are many Mem-
bers who are not present here, but
have sent in their chits. They have
sent in their chits and yet they are
absent. Many of them are absent. I
ordinarily do not call them because
I do not want it to be put in writing
that they were absent while they
were called. If hon. Members like I
can observe this rule also. They lose
their right of being called subset
quently. I will call any Member
who has sent his chit. If he is not
in the House he will be recorded as
‘absent’. Do hon. Members like that?
I do not think they would like thisto
be adooted. Therefore, I take this pre-
caution that if a Member is in the
House and has risen to speak it is
only then that I call him to speak.
It is in the interest of the Members
themselves,

Shri R, K. Chaudhuri: Since this
point has been raised may I ask one
question?

Mr., Chairman: This is not Question
Hour. No question can be put to the
Chair in that manner.

Shri R. K. Chaudhuri: But.. ....

Mr. Chairman: Order, order. The
first point of order is that the hon.
Member should sit down when the
Chair is on its legs. The hon. Mem-
ber is still standing. What 1 am
submitting is that so far as the point
of order is concerned I was called
upon to give a reply and I have sub-
mitted a reply to the House. Unless
there is another point of order the
hon., Member cannot question the
Chair in this manner. This is not
the time for questions that every
Member who wants to put some ques-
tions can stand and put the ques-
tions.

Shri R. K, Chaudhuri: Since you
are discussing this iquestion I only
wanted to suggest, why not abolish
the system of slips altogether? Let
the hon. Members who are anxious to
speak stand up and catch the eye of
the Chair.

Mr. Chairman: Order, order: The
suggestion should be made so that a
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change may be effected in the rules.
If the hon. Member wants to do
that, he knows that there is the
Rules Committee and the suggestion
may be made to them. So far as the
Chairman is concerned he is one of
the Members. The Chairman has got
no more rights than any other Mem-
ber has got. I am anxious that I do
nothing which may displease the
Members of the House. I am here
to call Members without any partia-
lity. If thev have got any grouse in
that respect they
have to see to the interest of the
debate and also that all sides are re-
presented. 1 take good care to see
that I call each one whom I think is
necessary in the interest of the de-
bate.

Shri T. S. A. Chettiar: Sir, for the
first time in the country in the last
so many centuries, a concerted
attempt is being made to provide
rural finance in a meaSure which is
necessary and this Bill I consider is
one of the most important Bills that
were ever brought before the Parlia-
ment. 1 would have wished that
such an important Bill like this had
been referred to a Select Committee,
but for reasons best known to Govern-
ment and because of the circumstan-
ces in which we are situated it seems
Wwe are unable to refer it to a Select
Committee, But, I do hope that this
'will not be a precedent for impor-
tant Bills hereafter coming to be
taken through the House without
their being referred to a Select
Committee.

Now, let me go through some of
the provisions in this Bill. Today
we want to double all our production
within a reasonable time. One of the
ideals of the National Extension
Service is that agricultural produc-
tion should be doubled, our raw
material should be doubled and our
food production must be doubled
within a reasonable time, say, within
about ten years, so that not only will
it keep pace with our increasing
Population but will in a good measure
Supply raw materials for production
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of goods to the country. If this is to
be done, one.of the earliest and best
things to be done will be to provide
the credit, that is necessary for far-
mers to invest money in fertilisers
and in such other things that are
necessary for the increase of produec-
tion.

Secondly, as I pointed out on am
earlier occasion, land reforms are
being resorted to in a large measure
in many of the States. In fact
firmans have issued that land reforms
should not be delayed. But with the
experience that I have of distribution
of lands to Harijans we have found
to our cost that mere distnibution
of land does not result in
increase of production. In cer-
tain cases it has decreased pro-
duction and the result has been that
distribution of land to people who
cannot invest money for producing
food in it has resulted in no produe-
tion. So, for both these reasons, in
the interest of larger production as
well as furtherance of land reforms
it is absolutely necessary that we
should provide rural credit in a
measure which is necessary for thgse
two purposes. We find, Sir, it has
been pointed out by the All India
Rural Credit Survey that in the credit
provided in rural areas Government
today provides only 3'3 per cent and
co-operatives previde only 3'1 per
cent of the credit. Commercial banks
have provided 1 per cent and the
whole balance of about 93 per cent
of the rural credit is being provided
today by the landlords, agriculturist
moneylenderd, professional money-
lenders, traders and _ commissiof
agents, They provide the credit as
a very high rate of about 30 per cent
interest.  Therefore, the first essen-
tial for this country is to provide
rural credit, not in any small measure,
but in a large measure and in a mea-
sure sufficient for it to develop itself.
And so, I think, this Bill which has
been brought out with the main idea of

viding this credit is welcome. We

pe that with the passing of this
Bill and with the taking over of the
Imperial Bank of India and with the -
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establishment of 400 branches con-
‘templated in the Bill, we will have a
large network of rural credit insti-
tutions iprovided throughout the coun-
try so that it may give credit to
everybody who seeks it In the
matter of giving rural credit we
ought to observe that the co-operative
‘societies in this country have fail-
‘ed. Admittedly, in many parts of
the country, committees have been
set up to look into the working of the
co-operative movement. The Min-
ister of Finance was pleased to ob-
serve that except in Bombay and
Madras, the co-operative system has
‘not worked very well. Coming from
a State which is supposed to have
worked the system very well, my
-submission is that even in our State
Madras, we are not satisfied with the
working of the societies.

Shri Bansal: The Minister was
saying that in Madras it was very
satisfactory.

. Shri T. 8, A. Chettiar: It is success-
ful relatively.

~Shri V, P. Nayar: That
does not know Madras.

Minister

Shri T. 8. A. Chettiar: We consider
that there have been two deficiencies
in the working of the co-operative
movement. One is the human defi-
ciency and the other, material defi-
ciency. The material deficiency is
that we have not been able to pro-
vide that amount of money that is
‘necessary for the co-operative socie-
ties to succeed in providing the rural
credit necessary. That is one of the
-essential reasons,

The second reason is the human de-
ficiency and that is we have not been
able to get the requisite personnel
with the integrity and  honesty
which is necessary for banking and
commercial institutions, to man these
institutions. These two deficiencies
have been pointed out by the Rural
Credit Survey and they have sougnt
to give advice as to how this can
be improved The way in which all
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this can be improved has been sug-
gested. There are three ways in
which this rural credit may be pro-
vided to the advantage of the people.
One is State partnership at different
levels, full co-ordination between
credit and other economic activities,
especially marketing and processing,
and administration through adequate-
ly trained and efficient personnel
responsive to the needs of the rural
population.

Shri Bansal: Where 1is all this
from?

Shri T. 8, A. Chettiar: It is from
the summary of the report, page 2l.

Rural co-operative societies have
in a large measure confined themsel-
ves to giving only credit and that
too in a very small measure. That is
one of the defects. As has been
pointed out, they should mnot only
provide credit but they must cover
also other economic activities of the
village as are important to the culti-
vator and the agricultural labourer.
Such activities should include farm
irrigation, provision of seed and
manure, transport, fisheries, milk
supply, dairying, life-stock breeding
and cottage industries etc. I read
from the recommendations of the
Committee. If we are to do all
these, it will require a tremendous
advance of money. What this move-
ment, started by taking over the
Imperial Bank, seeks to do is to
supply this credit.

Now, let me come to a few provi-
sions of the Bill. Before I come to
the provisions of the Bill, I would
like to say, I am sorry the Minister
of Finance and Revenue is not here,.

Shri A. C. Guha: No, I am here.

Shri T. S, A. Chettiar: I would
like to question some of the figures
he hag given by way of income of
agricultural labourers. He gaid tha*
in the Punjab the Mncome of the
labourer is Rs. 121 per year, that is
Rs. 10 per month.
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Shri A. C. Guha: That is the per
capita income,

Shri T, 8. A. Chettiar: What is the
income per labourer?

Shri A. C. Guha: Each labourer is
supposed to have a family and the
family is generally supposed to
consist of......

An Hon. Member: Five persons.

Shri T. S, A. Chettiar: I am com-
ing to some of the provisions of the
Bill. I would like to know whether
the Minister can say what is the way
in which the State partnership is
proposed to be undertaken, whether
the State Government will take
shares in the Apex Banks, the Apex
Banks will take shares in the District
Banks and the District Banks will
take shares in the primary co-opera-
tive societies. I do not see in this
Bill any provision which makes such
a thing possible. I do not know whe-
ther they intend to bring any fur-
ther legislation which will make it
possible,

Shri A. C. Guha: Further legisla-
tion by the Food and Agriculture
Ministry also.

Shri T. S. A, Chettiar: So far as
this Bill is concerned, I do not find
any such provision. I do not know
whether any further legislation is
contemplated. Perhaps it is, as it
has been suggested.

Now ooming to a few clauses, I
would like! to refer to clause 11. It
says that no person shall be regis-
tered as a shareholder in respect of
any shares held by him in excess of
five per cent. of the capital. The
capital is supposed to be Rs. 20 crores,
as mentioned in clause 4. And that
means that a man is allowed to have
5 per cent. which is Rs. 1 crore. The
capital of the State Bank may be
increased by consolidation and amal-
gamation of other banks. I do not
know whether any public purpose
will be served by allowing any indi-
vidual to possess as much as Rs. 1
crore work or 5 per cent of the
shares.
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Mr. Chairman: It is 5 per cent of
the issued capital. Rs. 20 crores is
the authorised capital, so far as I
understand.

Shri T. 8. A, Chettiar: Forty-five
per cent is left to shareholders and
that means that only 9 persons will
be able to possess all the shares. I
question whether it will be in public
interest to allow any individual to
possess such a large number of
shares in a bank like this.

Shri Bansal: It will be for Gov-
ernment to allot the shares.

Shri T. S. A. Chettiar: The maxi-

mum must be much lower; that is
what 1 mean.
Now, I refer to clause 16(5). It

says:

“Notwithstanding anything con-
tained in sub-section (4), the
State Bank shall establish not less
than four hundred branches in
addition to the branches refi
to in sub-section (3)...... =

I quite see that it is the minimum
that has been specified here. It is
not the maximum. The minimum
may be there but we require a
larger number of branches if we are
really to provide rural credit. It
might depend upon the exigencies of
the situation; but, I think, in practice
it should be much more,

Shri A. C. Goha: Not less than 400,

Shri T. 8. A, Chettiar: I said the
minimum is fixed and not the maxi-
mum. I said the very same thing.

Now, I come to clause 18(1).

“In the discharge of its func-
tions, the State Bank shall be
guided by such directions in mat-
ters of policy involving public
interest as the Central Govern-
ment may, in consultation with
the Governor of the Reserve
Bank and the chairman of the
State Bank, give to it.”

In another Bill we had occasion to
consider this. What is public in-
terest is # matter which has not been



H221 State Bank

[Shri T. S. A. Chettiar]

defined. Many times it depends upon
the Finance Minister concerned to
determine what is meant by public
interest. It has been amply pointed
out by the Rural Credit Survey that
it must be run on commercial lines.
As much as possible, the interferen-
ce of the Government in a bank of
this nature should be the minimum.
1 would like to put it to the House
‘whether we should define or give an
indication as to the limits within
which the Government can interfere
in the affairs of the Bank. Other-
wise, the utility of the Bank, the in-
dependent thought and action of the
Bank and even the purpose for which
it is being established may be affect-
ed. 1 would like the House to con-
:sider that matter.

Now, I come to clauses 32 and 33.
1t is there that we are told what the
Bank should do and should not do.
I do not find any provision by which
they can take shares in any company,
either co-operative or otherwise, If
the intention of the Minister of
Finance is to be made clear that the
State Bank will take shares in the
Apex Bank, that should become part
of the provision in this clause.

4 PM.

Shri A, C. Guha: I did not say that
the State Bank will take shares. I
-said that the State Governments will
‘take shares.

Shri T. S. A. Chettiar: But what
he said was—if I understood him
correctly, and perhaps I may not
have understood him correctly—that
the State Bank will take shares;
there will be State partnership in
the co-operative movement and all
that. That is what he said. It will
mean that the State Bank will take
shares in the apex banks. That is
now it will become partner in the
-apex banks and if that is true, that
‘must find a place in these clauses—
32 and 33. As far as I see, I do not
find any clauses to that effect.

1 now come to the First Schedule.
In the First Schedule compensation
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for the transfer of shares has been
provided for. One point was made
out and it was pointed out that this
compensation has been worked out
at the average cost of the shares in
the previous twelve months. That
means it gives the market value of
the shares. We can fairly assume
that it will be the market value of
the shares. A question was put very
relevantly by Shri Gadgil, I think,
namely, what compensation was
given to the =zamindars. A reply
came—it was a surprising reply—
that they were looted. I do not
know whether I heard him correct-
ly, but here we are giving compen-
sation at market rates.

Shri Bansal: The reply was ncl
that they were looted. The reply
was that the zamindaris were being
held as a result of the loot.

Shri T, S. A, Chettiar: I see your
point now. I would like to make a
suggestion. It has always been
found that whenever commercial in-
terests are concerned, they always
get a better treatment. Whenever
monied interests are concerned they
always get a better treatment. In
any Government they have an influ-
ence. Wherever landed interests,
rural interests are concerned, they
never get such valuation. I should
like to point out that if you are
going to have different classes of
valuation for different items of ac-
quired property, I think it is a very
bad thing to do. I would like this
House to consider seriously that if
they want to nationalise things, they
must nationalise on a particular pat-
tern and give cooperation on a cer-
tain standard. If you adopt market
value as is done here, it should be
for this House to lay a precedent say-
ing that such will be the value which
they will follow in the future legis-
lations, under the amended clause 31
in the Constitution. Otherwise, this
thing is bound to create a lot of bad
blood in the minds of the people be-
cause different treatment is given to
different types of people. It is not
something which we could naturally
appreciate.
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do not want to take much time

the House. I do hope that though
is not sent to the Select Commit-
tee, the procedure that we adopt in
this House would be such that all
i amendments that are
necessary will be moved and accept-
ed in regard to this Bill.

Shri Matthen: In spite of the fears
expressed by my friend Shri Tulsi-
das who unfortunately is not here
now, I welcome this Bill wholeheart-
edly. It has not come, as my friend
Shri N, C. Chatterjee said, one day
too scon, The very name ‘Imperial’
is to the minds of several of us re-
pugnant and out of place in the
new independent Republic of India.
Some of us who had something to do
with the Bank from the very early
year of 1920, I may tell you, have
no recollection which we would like
to refresh our minds with. It was
a purely imperialistic bank, a bank
which was anti-national and worked
against the national interests of
many institutions at that time. I am
not talking of the post-Independence
Imperial Bank. At that time, I was
also a small banker and my bank
was the third biggest in the whole of
India at that time with 868 branches
all over India and Ceylon. But
when the Hitler of our State started
destroying my bank, the handmaid of
that Hitler was the Imperial Bank
and their manager appeared as pro-
secution witness No. 1 to prosecute
me, and 1 wag convicted of rigorous
imprisonment for a period of 84 years.
Of course, I got released after three
years, but that is a different matter,
I am only telling you that my bank
was a common man's bank and it
was appreciated by everybody. 1
am told that an important executive
of the Imperial Bank held a cock-
tail party at the premises of the
Bank when we had to close our
bank. I am not at all sorry that this
Bank is to be nationalised in the in-
terests of service to the country.

Shri A M. Thomas: Now nemesis
is working.

Shri Matthem: I do not say that
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Shri T. B. Vittal Rao: Where is that
Hitler pow?

Shri Matthen: I may tell you that
my bank paid almost 16 annas in the
rupee in spite of the expenditure on
liquidation.

Well, I entirely agree with the
hon. Minister m the objects of the
Bill and to all that he proposes to do
to revitalise the co-operative banking
system and industrial and agricul-
tural credit. I am entirely with
him, and it is a move in the right
direction.

But this Bill and another Bill—the
Reserve Bank of India (Amend-
ment) Bill—are based on the re-
port of the All-India Rural Credit
Survey Committee. The report is
contained in three wolumes. I saw
one volume in the library. I do not
know about the two other volumes
What I say is, the Bill has come when
the volumes have not come. A friend
of mine—another Member—was tel-
ling me that when he wrote for a
copy of Volume I, he was told that
it was confidential and that it can-
not be given. I do not know how
far it is true. But I am not*talking
about Volume 2, which is now avail-
able in the library. Actually when
you ask for a copy it is denied. I
am only telling you that the hon.
Minister might say that there was
no time and that time is an import-
ant factor. He may say that we want
to rush this Bill through and we can-
not help it. But then he could have
thought of bringing in this Bill a
couple of days earlier. After all,
the Heavens are not going to fall be-
cause this Bill is delayed by two
days more. I am really sorry for
this unholy hurry evinced by the
hon. Finance Minister. This, to say
the least, should not be repeated.

As my good friend Shri Avanara-
lingan Chettiar has said, this Bill
should have been referred to a
Select Committee. There again, the
Minister’s reply was that “I have no
objection to the Select Committee
going into this Bill but I want to pass
it immediately.” After all, I even
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gave a schedule so that the Seleet Com-
mittee stage may be gone through
just in three or four days and the
Bill can be rushed through even
afterwards and before the session
ends. But who is there to listen?
They say: “We have decided and
therefore Members of Parliament
will take it wup” This is not a
totalitarian Government. I need hard-
ly tell you that that this is a demo-
cratic Government. If it is a demo-
eratic Government, an important Bill
of this nature, about a subject that
has captured the imagination of the
people of India, should not have
been rushed through in this way.

Shri A, M. Thomas: It is all the
more reason why it should be rushed

through.

Shri Matthen: Well, it is a matter
of difference of opinion. 1 respect
your views; you may respect my
views if you care.

In any case, I am sorry to tell
you that it has not enhanced the re-
putation of the House or of the party
to whidh I have the honour to belong,
to rush. through this Bill in this un-
holy manner. Of course, people out-
side will say that the Government
are conscious of their strength and
they can pass anything. Rightly or
wrongly, that is what 1 feel.

About the contents of the Bill, I
would like to say one or two matters.
In the first place, my hon. friend
Shri Tulsidas said that this bank
which shall be meant for revitalising
the co-operative institutions and co-
operative banks and rural credit, and
enhancing agricultural develop-
ment, should have been in the hands
of people who know something about
that kind of banking. The Imperial
Bank started on the tradition of En-
glish banks. English banking, unlike
banking in other countries, unlike the
banking in Germany or America,
started from a different background.
They had practically the industrial
monopoly of the world, at the time
they started banking business. They
started banking on the principles of
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so called approved credit and secu-
rity, quite different from a country

under-developed as India is and
quite different from an under-
developed country like Germany

when they started banking, or even
America. They said, gilt-edged secu-
rity, and this and that. How many
people have got these things? Even
in this Bill they have excluded im-
movable property as primary secu-
rity. 1 shall come to that later. I
say that this background of the Im-
perial Bank, the background of Eng-
lish banking is alien to our economy.
When the great Kaiser of Germany
started industrialisation, they did not
follow the English banking principles.
They thought of personal credit, im-
movable property as approved secu-
rity, They wanted to help industry
and gave money not only for agricul-
ture, but they gave much more to
industry and trade. How many
people can give the security that the
Imperial Bank insists on? I do not
know what the policy is. 1 am only
an ex-banker; I am not an up-to-
date banker. I think for an un-
developed country like India, the old
conservative English banking me-
thod is no good.

My hon. friend Shri Tulsidas
feared that this State Bank will be-
come another department of the
Ministry of Finance. The Imperial
Bank was the Government’s bank.
Now, it is the Reserve Bank. The
Imperial Bank was the agent of the
Reserve Bank. That tradition is still
present in the veins of the senior
staff of the Imperial Bank. The Re-
serve Bank of India, I am sorry to
say, is a bank managed by a team of
executives whose knowledge of bank-
ing is only book knowledge, They are
arm-chair bankers, if I may so call
them. That has been evinced in
several actlons of theirs, They do
not know much of practical banking.
The theoretical banking that they
have learnt is the English banking
through books on English banking.
My suggestion to minimise the
danger pointed out by my hon. friend
Shri Tulsidas is to divide this State
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Bank into two compartments, one for
rural agricultural credit, co-operative
banking and the other for commer-
cial and industrial banking; one vir-
tually for rural banking and another
for urban banking, but with one capi-
tal. I mean the liability must be
owned by the bank. There must be
two different departments, managed
by two different personnel, two
classes of personnel. If the Imperial
Bank with their present top salaried
staff are to be kept in charge of rural
banking, they would be misfits. The
cost also would be enormous. It
would not be worthwhile for
any institution to have such
a high salaried staff, particu-
larly when 3%9 out of 400 new rural
branches may be losing for years to
come. They must get the funds
which the credit of the Imperial
Bank or the new State Bank will at-
tract. They must get the benefit of
the profits to make up for the loss
which is bound to occur in rural
banking for some years to come. I
would request the hon. Minister to
consider seriously having two de-
partments; even the salary of the
staff is to be on different scales; a
rural section and the other a diffe-
rent one.

I have no tear to shed for the
managing director and the deputy
managing director, who are left out
of this, as my hon. friend Shri N. C.
Chatterjee said, their fat salaries
cannot stand in our present economy
and the ideal which we have an-
nounced and accepted. These high
salaried men should disappear. They
are not their money's worth; I do
not propose to make any personal
remarks. But, the salary was un-
conscionable. But, I say this. I am
perfectly aware of the salaries drawn
by the chief executives of other
banks which are not meant to be
controlled or nationalised and of
other compenies. I was told this
morning that for equipping their
manager’s office, one company spent
Rs. 5 lakhs.

An Hon. Member: Which bank?

Shri Matithen: One company work-
ing in India; T am not inclined to
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give the name. The rent that an-
other firm says for No, 1's residence
is Rs. -2000 per month and the cur-
tains which they have got down from
England to furnish his house, costs
Rs. 100 a yard. There are several
cases like that. I believe the Gov-
ernment must have an eye on that
also whenever they think of reducing
the salary of these people.

There is one other point. We
should read the speech of the Chair-
man of the Imperial Bank, with a
certain amount of sympathy. From °*
his standpoint, he has exercised a
lot of restraint in expressing his re-
gret. There is one point in which I
agree with him. You have cut out
the managing director and the de-
puty managing director. The salaries
and emoluments of the other staff,
will, it is said, continue for some
time, and then the Board will have
the right to revise or change them
completely. That would be wunfair.
On account of the nationalisation our
Indian staff should not lose anything
from their present salary or pension.
I would suggest that, as they stood
before the announcement of nationa-
lisation, all their contracts must be
respected by the State Bank,

Just one word about compensa-
tion. I do not agree with my hon.
friend Shri H. N. Mukerjee in saying
that share-holders ought to be paid
at the rate they paid for the pur-
chase of the shares. I do not agree
with him. Most of the share-holders
are from the super-capitalist class,
not one from the average middle-
class so we are not to be very libera’
in the disposal of this compensation.

As regards immovable property, in
places like my State, for example,
where land is scarce, immovable
property is first-class security. After
all, in banking or co-operative bank-
ing business, it is the creditworthi-
ness of the party and the character of
the party that is an important asset,
and the executive must have the
capacity and the character to judge
and appraise it properly and advan-
ce the loan. That is a very impor-
tant matter. Thamefore, immovable



6229 State Bank

[Shri Matthen]
property ought to be taken imto con-
sideration as primary security of
course consistent with the character
and creditworthiness of the party.

A couple of years ago I visited
Denmark and had occasion to study
the co-operative movement there. I
happened to see some of the chief
executives. In fact, the genesis of
it was almost like a religious inspi-
ration. The ideal of service was
more important than the ideal of
profit in the co-operative movement
of Denmark. But I am sorry to
notice that, character Is not getting
that premium in our business—in
business either controlled by Gov-
ernment or controlled by private
banks. This is most essential if we
are to develop our rural credit K
you want really to help the develop-
ment of the agricultural credit of
India, which is the most important
thing, what is most Important is the
development of character on the
part of both the executive as well as
others. With these words, I con-
clude.

Shri N, Rachiah: I think this Bill
deserved my support and great app-
reciation because it seeks to help
the rural people, particularly the far-
mers and landless people, The Reserve
Bank of India appointed in August 1951
a committee of Direction for con-
ducting an all all-India rural credit
survey. According to one of the re-
commendations of its report, an in-
tegrated solution of the rural credit
problem was expected by the Setting
up of a State Bank of India as one
strong  integrated State-partnership
commercial banking institution with
an effective machinery of branches
spread over the whole country for
stimulating banking development and
for providing vastly extended -credit
facilities by co-operative and other
banks to the rural people. This is
the intention of the Government.

At the same time, I think the pas-
sage of this Bill will be the first step,
and the right step, taken by Govern-
ment to achieve the object of a so-
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cialistic pattern of society in the
country. Sir, .of all the things in
this country, .primarily the agricul-
tural industry Jst.he most impor-
tant industry. Seventy to seventy
five per cent of the rural population,
directly or indirectly, depend upon
agriculture. Now, what has happen-
ed at present is that the farmers
and labourers, particularly the land-
less agricultural labourers, have
been disregarded or neglected both
by the landlords and the Govern-
ment. So our primary need is to
see that encouragement angd credit faci-
lities are given to the rural farmers,
and while doing so, I think the bank
should divide farmers into three
groups, landlords, farmers of small hol-
dings and landless tillers of soil.
All these years the Government of
India and the State Governments have
given a lot of financial assistance both
in the form of grants and alsp loans
to farmers. Those grants and finan-
cial assistance have been given only
to certain banks. These banks al-
ways catered all these years to the
needs of the landlords, but the com-
mon man, particularly the rural farm-
er, with a small holding of land, and
the landless labourer who depends
upon agriculture, have not been able
to get credit facilities. With the re-
sult that farmers and labourers who
form the real backbone of the country
bave been neglected due to lack of
credit facilities which has actually un-
dermined our Indian economy. So it
is very essential that the State Bank,
which is going to be created by the
passage of this Bill, should funetion
in the best interests of the country,
particularly in catering to the meeds
of the agricultural poor peasants.

The declarativn of the socialistic pat-
tern of society and the passage of the
fourth amendment of the Constitution
have created great hopes and opti-
mism in the minds of the masses, and
this Bill is going to fulfil the objective
or desire of the masses in India. So
the branches must, as far as possible,
be started in the rural areas and they
should not be located solely in the
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urban areas. Particularly in areas
where there is a large rural population.
branches of the State Bank should be
opened. While giving credit facilities,
1 think the Government should see
that the rate of interest should be
high in the case of landlords. In the
case of the farmers, ‘who only own
small holdings, to the extent of 1 to
10 acres, the rate of interest must be
very moderate. In the case of land-
less agricultural workers who get lands
under land reforms, who require loan
or credit facilities no interest should
be charged. Now, the passage of the
fourth amendment of the Comstitution,
has really eased or strengthened the
hands of the Government in introdu-
cing land reform in the country.
Without solving the land problem, I
think we cannot achieve the socialistic
pattern of society. While introducing
land reform, there are some people
in the country, particularly, the vested
interests who say: ‘Supposing we int-
roduce land reform, we distribute land
to the tillers of the soil, where is
money, where is equipment etc.” That
feeling is there today. The passage
of this Bill creating a State Bank of
India which will cater to the needs of
the landless people, is therefore real-
ly in right time.

In the Mysore State. there is a po-
licy laid down by the Government
that no man who owns 2 acres of wet
land and 5 acres of dry land should
get land, and in that case generally,
the landless people, irrespective of
their caste or creed are getting land.
The Government has reserved 20 per
cent of the land to the landless Sche-
duled Caste members. They are get-
ting land. But there is no loan or
credit facjlity for them. With the
creation of the State Bank, I am sure
that those people who have been grant-
ed land recently and who are going
to be granted lands in future under
land reforms will be able to take a&d-
vantage of this facility, and the app-
rehension or doubts of those who are
having a vested interest and who are
actually working against the land re-
form will, I think, be done away with.
So the creation of the State Bank will
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really relieve the grievances of the
ruial people, particularly farmers and
landless workers who may get lands.

Before we come to the question of
better living, there is no living at all
for many people. It is a question of
unemployment not only of the educa-
ted people but illiterates also. If you
go to the rural areas, you will see that
most of illiterate masses who depend
upon agriculture are, for at least ejght
months in a year, unemployed and for
these people there is no living at allL
And the agricultural workers in rural
areas are subject to all sorts of ex-
ploitation, indebtedness and forced
labour (Jeetha system). So, the land
reform should be introduced and si-
multaneously the Bank should give
credit facilities to the people who are
going to get land according to the
land reform policy. Loans must be
given to poor peasants to redeem the
mortgages of their lands. The land-
less workers cry that they do not get
any facilities, do not get any employ-
ment- or land. But when they get
land, at least 20 per cent of the
amount given to this Bank by Gov-
ernment should be reserved for the
Scheduled Caste members of the
country, because in the rurai ateas,
the social inequality is so much that
the officers will not go and cater to
the needs of the Scheduled Caste people
living in a separate locality. At the
same time, the Scheduled Caste mem-
bers of the rural area do mot know
what is happening in the country.
To see that these things are peopula-
rised, there must be a taluka level
Committee, a district level com-
mittee, or even a State level Com-
mittee, to see that the programmes or
the propagation of these things are
made known to the rural people

[SHRIMAT] SUSHAMA SEN IN THE CHAIR]

With regard to the graant of these
facilities to the landless Scheduled
Caste people, I urge upon the Govern-
ment not to charge any interest be-
cause they have been suffering all
these years. Co-operative movement
js a very important movement
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in the life of any country and with-
out the success of the co-operative
movement, I think our country can-
not achieve the socialistic pattern of
sockety. When 1 visited Germany.
I found in the rural area there,
there was a big co-operative society
where everything is done and carried
out on co-operative movement basis.
This is a country with so
much of social inequality, so much
of exploitation and so much of rural
indebtedness. Without the co-opera-
tive movement, I am afraid we can-
not achieve our objectives or the de-
sires or intentions of the Constitu-
tion. More encouragement should be
given to the co-operative movement.
At the same time, you should remem-
ber that a certain percentage of
appointments has been reserved for the
Scheduled Caste people. No Minis-
ter is particular about observing the
Government orders in this connec-
tion and orders are not being imple-
mented. While recruitment is made
to the State and the branches of the
Bank, Government must see that the
Government orders which seek to re-
serve 20 per cent of the appointments
to Scheduled Castes and Tribes, both
gazetted and non-gazetted, are given
effect to. Whoever may be the per-
son that is recruited, he must be a
man of integrity, honesty and of sym-
pathy towards the poor people. A
man who is generally orthodox and
who wants to exhibit or demonstrate
efficiency should not be engaged for
this purpose. A co-operative move-
ment or a bank movement will be
successful only if the staff have con-
fidence in the public and similarly
the people repose confidence in the
banks and in the staff of the banks.
‘While recruiting the people for these
banks, care must be taken by Gov-
ernment to see that people with hon-
esty, sympathy and integrity are
appointed. I was the President of an
Industrial Co-operative  Society and
ihere was an inspector there. When
I went for my law studies, I found
that the co-operative inspector had
cheated the members of the society
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and without their knowledge, swal-
lowed half the amount and spoiled the
Society. 1 know the reason for the
failure of co-operative movement. It
is the small officials of co-operative
Department, who are responsible for
the failure of the co-operative mowve-
ment in our country. Therefore,
severe action and summary dismissal
or prosecution should be taken against
those officials who are responsible for
irregularities and failure of such banks.

With regard to industries, the Bill
seeks to give credit facilities even to
cottage and small-scale industries.
Even with regard to industries, there
must be easy disposal of credit faci-
lities. For instance, in my consti-
tuency, on the 3rd of this month, two
people came to me crying “we have
applied for a loan from the bank,
particularly the mortgage bank which
is monopolised by the landlords,
and they do not cater to the needs of
small holders. They always take
advantage of the Government and
look to the interests of the landlords.”
If these poor people want a loan;
they have to go to the bank at least
40 times and the time that is taken is
2 or 3 years, and sometimes ultima-
tely they do not get the loan also.
This is this condition of banking and
coqoperative movements in this
country.

I would, therefore, urge that care
should be taken to see that people
with honesty and integ'ty and sym-
pathy for the poor people are taken
as staff of the State Bank and its
branches.

Shri 8. C. Samanta (Tamluk): I
whole-heartedly support the Bill that
is before us. It is usefu', urgent and
long expected. We are also glad that
the Bill has been moved in the House
by the Minister who, belore becoming
a Minister, was so anxious may, S0
impatient, about the liguidation of
banks i the country. So, the right
man has taken the thing under his
charge.
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My hon. friend, Shri Tulsidas, was
3ay1rlg ‘that the Imperial Bank was
not designed fer rural credit. Thatis
a fault, major fault I should say.
Why did they not design it? They
.did not design it so because the major
portion of the profit that accrued was
devoured by them as dividends and
they did not think about anything
more than taking the money and
pocketing it in the form of dividends.
That was the position and those people
now will get compensation according
to the Bill that is before us. Gov-
«ernment have settled that Rs. 1762
per share will be given. I do not
know what is the basis on which this
‘has been calculated. But at this
juncture of our national life, we must
move very cautiously. Very recently
we had abolished zamindaris and we
had paid them compensation accord-
ing to some standard or formula. Now
we are going to nationalise the banks
in India. Why should we not follow
the same formula here also? Where
is the difficulty? I do not understand.
‘The people who are rich may of
course take more shares but those
‘who are not so rich cannot take more
shares. So the formula we have taken
in the case of zamindari abolition
should surely be taken in this case
also, or else when we come to natio-
nalise other things, we will be put to
difficulties

Shri T. T. Krishnamachari: But you
have got no assets in the zamindaris.

Shri 8. C. Samanta: The zamindaris
have got this much asset that after
mationalisation we have been able to
give land to those people that should
‘réally have it. That is the real asset.
Now they think that they are the mas-
ters of the land that they cultivate.
And that is not a small asset.-

: This Bank after it is nationalised is
‘going to give relief to the rural people,
“especially the agriculturists. Our rural
society has at present been ruined so
=0 say due.to the British rule and the
cother -iyrannies by ourselyes.. That
;?omeﬂt:- should be regularised. npw, amd

onvihat purpose. the . tﬂdﬁﬁﬁ

that form the basis of 8"0‘3

100 LS.—3
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pattern of society should be taken. In
order to do that we must have money,
and that money should be given to
these people. Shankaracharya, has
said: “sdwey AT faeay”

But in order to live in a society a
man should have money, and that
money will raise the status of society.
We are pledged to the establishment
of a socialistic pattern of society.
Now Government are moving in the
right direction by trying to supply
money to those who really form the
backbone of society. To whom are we
going to give the money? To the poor
villagers, who work from day to night
with their wives and chilkdren, We
know :

“gafaa: f& 7 Fafa g 1’
Those people cannot keep the right
thing in the society. They have gone
astray. Now we have chosen the real
and proper path.

Government should not merely think
of extending some help thmugh this
Bank to the agricultural credit socie-
ties, but they should also have good
supervision. My hon. friend Shri C.
R. Narasimhan was referring to ‘“red-
tapism, but he could not make it clear.
Red-tapism is there. Before we natio-
nalise the banks, let us nationalise our-
selves. That is the first thing to do.
That human approach should flow
amongst the persons who will be deal-
ing at various stages with this process
of giving money to the poor agricul-
turists or the poor villagers. These
villagers. are not educated. So it is
very necessary that these banks and
credit. societies should make it a point
not ofily to give them money on loan
but should also have a human approach
to the problem; they should not only
give financial help but also moral help.
For that reason, nationalisation of our-
selyes is necessary. We must not for-
get_that nationalist view which made
ug Iree, that natwnanst and patriotic
,leahru’ which grows in the mind 'of
.'e\rgr; child'in an independent counfry.
t country alone: is ‘really - indégen-
ﬂmvﬁmﬂe boys ‘can’ a1l talk- abeut
18te thing¥ dnd by, this 13 mie, and
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I muist ‘be a man ‘who will be able to
take up the responsihﬂ:ltles as one ot
its- members .

c::-muw socleuas ,in villages,
both’.at-the apex and at the Centre
will be formed. Crop, loans will te
given, ang medium-term loans will
also be given, But there is one diffi-
eiity. In order to become a member
‘of the society, a man has to give
some. money in the first instance.
But; there are people who cannot
afford to pay any money to become
a member of the society in order that
they will get the beneﬂt of pgetting
laans from that “society. In such
cases, the matter should be looked
into as in the case of labour, and if
possible the shares that the agricul-
Aural credit societies are proposing
‘t5 pive should - be in the . form
of labour and very _small
denominations; If that is done that
will be very good. If maney can flow
0 the villagers from these credit
_societies, then the cottage findustties,
ihe handicrafts and 'also the small-
sca-le _industries will be able to grow.
Mal:w of the agricultural products-are
now lost. I know in the imterior part
of Orissa thousands of maunds .of
.mangoes cannot be taken out’  from
that area and they are rotting. A
good food that can save lives is lying
there rotten. Therefore, by this Bill
the farmers and peasants will' get
marketing facilities for fheir agricul-
.tural products, warchousing faéilities
.and other fhings. In-this respect the
Aﬂlwﬂlhe]p‘loamtmm
tfore, though it will not be' suffickent
‘as we desire it to be, let us accépt it
@6 it is and hope that furthér améend-
.ments and other things - will - be
Ilmud:r. in. . ' :

slu-l ‘Seshagiri Rao (Nandyal): Sir,
lwﬂmp:eﬂusMasmtmﬂyiu_he
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'

people.are not aple to get any credlt-

talwe So, uasoluﬂmmrthis
thﬂhvemmweql-

ting up of the State Bank and in pur-
sudhee’ of that recommendation this-
!illltbefmna

What: is the prob].em that the Comi--
miitkes had to -face is the first question
that we have to consider., Of gourse,
there mre ever so many banks and
evéry bank is-itself a commercial con--
ecern. Commercial concerns do mnot
interest the people. 70 per cent. of
thie population in India are those who.
‘miginly or partly derive income from
‘agriculture. India, after all, means
‘rtrral India’ and ‘rural India’ means
the ‘cultivators. - From the word ‘cul-
‘tivator’ we have not only to under-
stand the hig and small landlords, but
also ‘the village artisan and the agri-
cultural labour. If this Bill merely
conténts . ifself by starting the State
Bank and dees not serve the very pur-
pose for which it is intended, I am
afraid we are not doing our duty pro-
perly. I want to know whether there
is ‘this functional guarantee in the
State Bank. ' My friend Shri Tulsidas
‘has suggested administrative and
structural. difficulties. All that is

needs. " Intentions, Sir, are very réle-
vmtt_-in courts, -but. the law .and - the-

politicians will. not  be judged by in-
tentions. . They will be judged: only by
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their loan applications. If this State

Bank is going to be another replica of

theomorderotred-tapism.abmmw
no purpose will be served.

There is another thing. !‘or in-
stance, to construct wells about ‘Rs.
400 to Rs. 500 was being granted tothe
villagers. So many applications were
ronsidered and leans granted, ‘but no
wells have been constructed. There-
fore, what is it that we find? We find
that the money was not utilised - for
the purpose for which the loans were
Then there are the interme-

the money does not ac‘tua!ly reach the
farmers. Therefore, I want to kmow
whether there is enough of persomnel
who can look aftér thé safety of the
farmers. If that is riot looked into
am afrald the very purpose
State Bank for which this
brought will not be served. I
like the Minister to see page 3 of
Rural Survey Report wherein certain
requirements are made fundamental.

It says:

EQQ
Bl.gs

“The  reorganisation system
should fulfil the following require-
ments: It should have the strength
and adequate resources of well
trained personnel as distinguished
from the weakness which is the
present characteristic of the co-
operative credit, whether in
finance, administration or supervi-

sion.”

May I know whether the Finance Mi-
nister has already got the trained per-
sonnel or does he want 'to train the
personnel after setting up the Bank?

Bhri A. C. Guha: We are arranging
for training of personnel. We have
~already got one institution for train-
ing and other institutions for training

like

.ter is whether the training is accord-
ing to the system that isalready pre-
-wﬂmlorwhﬁuuismunthm
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‘the people real help and to meet tae
needs for which the State Bank is be-
ing set up.

Furthermore, this Bank, as 1 under.
stand from the speech’ of the “hon,
anister is a comerctat:cofifern: In
clause {e) of the req&lxements ‘given
in. this Report it is-'said:- ‘“En other
words it “should lend nof merely ~om
%’ ‘sévtrity &f fand’ and other usual
forms of security, but ‘alse on .the
security of anticipated erop.” Whea
the immovable property -is not taken
into consideration as creditworthy hod
can they consider  anticipated  crop?
People who have absolutely no crop
and even the tenants who - till - e
land also shouid be given the loanms,
That is what the Rural Credit Suryey
Committee has recommended, 1 only
request the Finance Minister to take
into consideration these suggestions as
given by the Committee itself.

reemwes | also request that the loans should

be given not only to individuals Fud
also to certain groups. I would like to
make myself clear. In certain villages
there are very poor people and not
even one middle class family lives there.
They have got nearby a tank or a
kund and if the land is cultivated yell
it will yield very good crops of paddy
and other things. If the village taken
as a unit wants to have loans I re-
quest the Finance Minister to see that
not only individuals get losms but
groups or communities of that type
also get loans.

Then, if the interest on the loans for
the agricultural labourers is to bethe
same as that of the landlords the very
purpose for which this Bank will be
set up will not be met properly. The
interest also should be different or as
my friend Shri S. C. Samanta has sug-
gested, labour may be taken into cone

sideration as capifal and l:oans be
granted for that purpose.

Shri Sadban Gupta: Madam _Chair-
man, I am extremely grateful to yon
for giving me this opportunity of
speaking op this Bill. It has beem
said that this Bill marks the obsequies
<1 a great institution. It is possible
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have now been admitted to its portels,
they have now been admitted to the
benefits which they were af cne time
denied. But for the common peop.e
it is not possible to forget the way in
which this Bank has been hindering
the economic development of this

there is no lamentation for the passing
away of this institution.

Mr. Chairman: The hon. Member
may continue on Monday.
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BUSINESS OF THE HOUSE

Mr: Chairman: I have an announce-
ment to make. The consideration of
the State Bank of India Bill, 1955,
will continue for four hours and will’
be put down on Monday the 25th
April, and the Insurance (Amendment)
Bill, 1955, and the Reserve Bank of
India (Amendment) Bill, 1955 will
take one hour

The House will now stand adjourn-
ed to 11 o'clock on Monday the 25th
April, 1955.

The Lok Sabha then adjourned till
Eleven of the Clock on Monday, the
25th April, 1958,



