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Title: Discussion on the motion for consideration of the State Bank of Saurashtra (Repeal) and the State Bank of India
(Subsidiary Banks) Amendment Bill, 2009 (Bill Passed).

MR. CHAIRMAN : The House would now take up item no. 16 — State Bank of Saurashtra (Repeal) and the State Bank of
India (Subsidiary Banks) Amendment Bill, 2009.

THE MINISTER OF STATE IN THE MINISTRY OF FINANCE (SHRI NAMO NARAIN MEENA): Sir, I, on behalf of Shir Pranab
Mukherjee, beg to move:

"That the Bill to repeal the State Bank of Saurashtra Act, 1950 and further to amend the State Bank of India
(Subsidiary Banks) Act, 1959, be taken into consideration."

Sir, the State Bank of Saurashtra (Repeal) and the State Bank of India (Subsidiary Banks) Amendment Bill, 2009 was

introduced in the Lok Sabha on 4% December, 2009 to repeal the State Bank of Saurashtra Act, 1950 and to make
consequential amendments in the State Bank of India (Subsidiary Banks) Act, 1959. All shares of the State Bank of
Saurashtra rests in the State Bank of India. In view of the recent developments in the international banking scenario and for
the better functioning, the State Bank of India, with the sanction of the Central Government and in consultation with the
Reserve Bank of India, entered into negotiations of acquiring business including the assets and liabilities of the State Bank
of Saurashtra. Accordingly, the acquisition of the State Bank of Saurashtra Order 2008 was published in the Gazette of India

on 13t August, 2008. After the acquisition of the State Bank of Saurashtra by the State Bank of India, the State Bank of
Saurashtra ceases to exist and therefore it is necessary to repeal the State Bank of Saurashtra Act, 1950 and to make
consequential amendments in the State Bank of India (Subsidiary Banks) Act, 1959.

MR. CHAIRMAN :Motion moved:

"That the Bill to repeal the State Bank of Saurashtra Act, 1950 and further to amend the State Bank of India
(Subsidiary Banks) Act, 1959, be taken into consideration."
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(Shri Francisco Cosme Sardinha in the Chair)
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SHRI PC. CHACKO (THRISSUR): Mr. Chairman, Sir, I thank you forgiving me an opportunity to speak on this Bill. I rise to
support the State Bank of Saurashtra (Repeal) and the State Bank of India (Subsidiary Banks ) Amendment Bill moved by
the Hon. Minister Shri Meena.

While supporting this Bill, I would like to mention certain things related to this Bill. I have been listening with great interest
to understand what Shrimati Sumitra Mahajan was trying to make out. I probably thought that this being, as it was said in
the earlier discussion by Shri Pinaki Misra — an innocuous piece of legislation, so this will receive the attention or support of
the different sections of the House. Even though I failed to grasp what exactly was the difference that Shrimati Sumitra
Mahajan was trying to make out, yet I am happy that they are now seems to be concerned about the rural areas, farmers
and the poor people. Normally, Shrimati Sumitra Mahajan's Party is concerned about the Mandir and Masjid
only....(Interruptions)

SHRIMATI SUMITRA MAHAJAN : That is what you always feel and not we....(Interruptions)

SHRI PC. CHACKO : At least now, they are showing concern about the rural areas and the poor people. I think I must
appreciate Shrimati Sumitra Mahajan....(Interruptions)

SHRIMATI SUMITRA MAHAJAN : You make the poor the poorest!...(Interruptions)



SHRI P.C. CHACKO : This Bill has come before this House. Maybe, any hon. member in this House has got the opportunity
or the right to say that this should have been presented in the House first before the ordinance was issued.

We have to understand how this merger has taken place. The fact is that the merger has taken place. How did this merger
take place? The State Bank of Saurashtra was formed under the State Bank of Saurashtra Act of 1950. Subsequently, in
1959, the State Bank of India (Subsidiary Banks) Act was also passed. Both these Acts were passed by this Parliament
only. But now acquisitions and mergers are the order of the day. We know that not only in banking companies, but
generally in all companies acquisitions and mergers are taking place. Sumitraji will also agree that all these acquisitions
and mergers are happening because of the changed scenario in the whole world. Science and Technology has developed to
a stage that today the world is a global village. It is not that we are ignoring the poor and it is not that we are not
concerned about the rural people or the farmers. The technological explosion has made the whole world into a global
village. So, competition is important now. What do you mean by 'competition'? There is a competitive atmosphere in the
whole world. We cannot shy away from that. We have to compete with all the big banks in the world, not with the big
banks in India. We have a very good set up in the banking sector. We should compliment the Indian banking system and the
control imposed by the Reserve Bank of India.

Sir, the beauty of our democracy is that when there is nationalisation, then there is opposition and when there is
denationalisation then also there is opposition. It is good also because unlike in many other countries, in our democracy we
have the maximum freedom and so everybody can criticise.

Coming to the subject, I would like to say that when banks are competing in the international field, we should also have a
State Bank of India which is as big or as competitive as that of any big bank in the world. Should we not have a big bank of
international size? There are some apprehensions. Sumitraji also mentioned about the issue of the failure of some of the
big banks in the world. This is there in the back of my mind also. Banks like Lehman Brothers, AIG, Merrill Lynch etc., have
failed. Too big does not give any guarantee that it will not fail. How a bank is functioning, under what control, under what
guidance, that is more important.

There is a background, there is a history to the banking sector in this country. We remember the days when all the banks in
this country belonged to the business groups. Bank of India was Tata's Bank, United Commercial Bank was Birla's Bank etc.
belonged to big business groups. There was a time when all the big banks were owned by the big business houses in the
country. How did they become national banks? How did they become people's banks? I remember the days as a student
activist in 1969 when Indiraji nationalised the banks in India. We all took out torch light processions in the streets
supporting it. In those days also, some parties looked at it with an element of doubt and said that it is a populist measure.
So there were some criticisms. But the nationalised banks, as a whole, in the country were made people's banks and this
was done by Indiraji in 1969. That is the greatest achievement of the Congress Party.

What happened after that? The banks have started growing. Today, as mentioned, banks are spreading into rural areas.
Today, there is a bank branch for every 10,000 people. This is has to be expanded further. I am sure that most of the
Members of this House, by the grace of God, will have the privilege to see the India after 15 years. What are we
envisaging? We want that every Indian should have a bank account. We should reach that level. I know that there is
poverty in the rural areas. Keeping that in mind, I think, social transformation is required. Nobody can stop that. A day will
come when every Indian will have a bank account and above poverty line.

So, banks are spreading in such a way that today, after nationalisation, banking services are available throughout the
country. State Bank of Saurashtra, State Bank of Travancore, State Bank of Mysore, all these are subsidiary banks. Even in
the instant case, the Board of Directors of the State Bank of Saurashtra met and considered the offer made by the State
Bank of India. The State Bank of India in its Board decided to make a negotiation. They obtained the order from the
Government of India; they had the sanction of the Reserve Bank of India. I do not understand what was circumvented,
what was overtaken, what was bye-passed. For the sake of difference, you can make a difference, but I know whether they
have observed the rules of the game. They observed the permission from Reserve Bank, then the Government of India,
then they negotiated and they made an offer. The State of Saurashtra could have very well rejected that. Nobody was
forcing them saying that you should accept this. The Government of India did not say that. The Reserve Bank did not say
that. The Bank of Saurashtra, in its wisdom, in its Board of Directors, has decided that here is an offer we will accept it.

I would like to bring it to the notice of the hon'ble members that today any service conditions in the State Bank of India are
far better than any other subsidiary banks. We are all living in the same country. I would request everyone not to get
unnecessarily worried about this kind of organisational arrangement which is going to take place. Why should we see this



with a pinch of salt? Is it really necessary, when it is strengthened, when this country is going to have a bank which can
compete with any big bank of the world?

Today big business people or investors are coming to this country. Their requirement or even the requirement of the
poorest of the poor in the village or the ordinary farmer;, all this can be catered to. It depends on the size. Our capacity to
compete with big banks does not mean that we are ignoring the rural people, we are ignoring the villagers or ignoring the
farmers. The fact remains that this was done after observing all the rules.

Today, what is the necessity? As said by the hon. Minister; the Bank of Saurashtra is no more there. On the 13t of August
2008, as per the order issued by the Government of India, the Bank of Saurashtra is merged with SBI. Still, Sumitra Ji is
saying that this should be withdrawn. I would like to bring to her notice that it is not there. So, the Bill is to be passed.

SHRIMATI SUMITRA MAHAJAN : That is why I have said fo5 =1z faret a1stz 3t usdt sirolr anfae e
SHRI P.C. CHACKO : Yes, there is a logic in that. It should have been done earlier. I agree with that.

But the point is that, it is with the full understanding and full discussion, full consent that both banks come together, they
obtained the permission of the Government and they come together in the larger interest of the country, in the larger
interest of the banking industry as a whole and today they are emerging as a bigger bank, stronger bank capable to cater to
the ordinary man and capable to cater to the international business as well and to take care of the interest of this country's
future. So, in that kind of a situation this Bill is essential and to be accepted. Since the State Bank of Saurashtra is not
there, the repeal of the Bill is one part of that.

The twin objectives are one is to repeal and the other is amendment. Amendment is because the subsidiary Bank of
Saurashtra does not exist so whatever was referred to in terms of Bank of Saurashtra is to be deleted. Probably, with all
the differences in approaches and ideology, this is something where we can give and lend our support together.

But at the same time, there are certain apprehensions. I want to, of course, share with some of the apprehensions
expressed by my hon. colleagues. The question is that merely becoming big in size does not mean that it is stable because
in the international scenario we see certain things. Certain dangers are lurking. So, here there is a system where the
Central Bank of India, that is, the Reserve Bank of India has got a very effective control on the banking system in this
country. Whether it is an ordinary scheduled bank in a village or the State Bank of India, every bank is guided by the rules,
regulations, restrictions, etc. of the Central Bank of India, that is, the Reserve Bank of India. Today, nobody's money is at
risk.

Lehman Bank had a crisis or Merrill Lynch had a crisis. But what is the difference of the Indian banking system? One thing is
certain that a single penny of any Indian which is in any bank in India is hundred per cent safe and guaranteed. No bank in
India will be a flop. It is because of the control of the Reserve Bank of India. So, it is under the guidance of the Reserve
Bank of India that these banks have come together and they are now merging and coming together and these kinds of
mergers may become necessary, for other general banks also.

What are we attaining and what are we achieving? Definitely it is more competency and more capability to survive in the
given situation. But, at the same time, international monetary crisis and international financial crisis have happened. It is a
rare occurrence of the recent past. That should always be a reminder to us. If the system of control is not effective and not
proper and if everything is left to the market forces or the private sector or whatever it is, as many people are advocating,
then probably which has happened to many of the international banks would be lost, and it is an example before us. I am
sure that this will not happen in India because effective control is available in this country. But, at the same time, Sir, today
three trillion US dollars were extended by international community to salvage the international banking system after they
had collapsed. It is almost three times of India's GDP. It is a huge amount of money which was pumped to save the
international banks which had. That shows that in the banking system, the controls and restrictions imposed by the
Reserve Bank of India and the controls by the Government are giving the protection to Indian banks as never before, and
these are not seen in many other countries.

The fact is that when we are strengthening the banks, we should also be very much aware of our social responsibilities.
When the banks are growing bigger and stronger, it does not mean that it is for catering to the big business people and
forgetting the common man. Even today, whether it is the ordinary farmer's loan or whether it is the education loan
extended to meritorious students or whether it is the loan to the trader or anything for that matter, the Indian banks are
capable of catering to these sections because of the resources available to them and because the resources that are
available in this country are utilized in a very judicious manner. So, Sir, here we are strengthening the banks to cater to the
poor. If that is the slogan, then where is the doubt? We need not have any apprehension on this score.



So, I think, probably there is nothing reasonable or logical to oppose this Bill being passed here. This kind of a situation
gives us an opportunity to look a little deeper into the banking scenario, and also see whether the requirements of the
people or whether the services as desired by the Government or whether the policies declared by the Government are
available to the people.

Sir, the other day, in this august House, there was a question asked about the facilities or the services available to the
people from the banks, and also the review being done by the Government. The fact remains that those who are at the
helm should think that every pie that is available in the Indian banks belongs to the people of this country. If their welfare is
not taken care of by the banks as a whole, then they do not have the legal right to exist.

Sir, probably, our banks are now developing as a model for the whole world. When the banking industry all over the world is
failing, the Indian banking system is faring well, and it is proving as a model and an inspiration to the whole world.

The State Bank of Saurashtra has been merged. There is one thing, that is, about the sentiment. It is said that the State
Bank of Saurashtra is a sentiment for some Member; the State Bank of Indore is a sentiment for Sumitra ji; the State Bank
of Travancore is a sentiment for me; and the State Bank of Mysore is a sentiment for some Member. So, the sentiment is
important. But, at the same time, the State Bank of India is a sentiment for the whole of India, and as a member of the
biggest Opposition Party, she should rise up to that level. When it is the sentiment of Saurshtra, it is the sentiment of India
also...(Interruptions)

SHRIMATI SUMITRA MAHAJAN : There is the Bank of Tranvancore also...(Interruptions)
MR. CHAIRMAN : Please do not disturb.

SHRI P.C. CHACKO : I feel proud when I hear Tranvancore. But at the same time I can be equally proud when hear India
also.

Sir, the point is that every inch of this country belongs to India. There is a Tranvancore, there is an Indore, there is a
Saurashtra, and there is an India as a whole. That India is more important to us. Today, we are getting a bank, a bigger
bank, a competent bank, a capable bank, which can cater to the growing economy of our country. Look at our rate of
growth today. Even in a crisis situation all over the world , India has achieved almost 6.8 per cent rate of growth. The rate
at which we are growing today, it is another 10 years time — whatever may be the prophesy of the prophets of Doom -
—that India is going to emerge as a big economy, a powerful economy. For that kind of a situation, we need a supporting
mechanism.

Therefore, to help the growth of this economy, a strong and vibrant banking system is necessary. What had
happened in the past is history. But, we are looking for the future, now. There are so many banks, like the Scheduled
Banks, Commercial Banks ,nationalized banks and foreign banks. Hundreds of banks are there. Banks are doing very well in
India. Even the small banks are also doing very well. Take for example, the growth of deposits, the case of Non Performing
Assets. In all these parameters, Indian banks are emerging as a model in the whole world. Forget the subsidiaries of the
State Banks, the profitability of even the smaller banks is increasing. Their NPA is coming down. Their deposit is increasing.
They are catering to the poorer sections of the society.

But the fact remains that mergers and amalgamations cannot be ruled out because that is all part of the present day
scenario. It is a fact that the banks, even though the smaller banks, are working well because of the guidelines of the
Reserve Bank of India. But at the same time, with the same guidelines and same control remaining there, the smaller
banks are coming together. That is why the Government of India is now encouraging amalgamations and acquisitions. This
all has got a very clear roadmap. There is no ambiguity about it. It is not that anybody is doing things at the back of
somebody and after doing everything, they are coming to the Parliament. It is all very transparent. It is all according to the
norms and guidelines that all these things are being done.

Sir, today, probably, it is another historic moment. In 1969, banks were nationalized. Now, people are asking that
earlier we got nationalization of banks; and now it is all privatization. It is continuity in a chain. It is because the world is
changing. You cannot remain where you were, like our Communist friends are doing. They are still living in the past; they
are still living 50 years back or 100 years back. We cannot remain like that. The whole society is moving; the whole world is
moving. So, we have to move with the world. In that kind of a situation, probably, this is an unavoidable reform, which this
Parliament has to give consent to.

Probably, the place we are coming from, a bank with that local name, always gives some kind of an identity or
inspiration. But seeing the growth of this country, seeing the growth of this economy, and seeing the way our banks are



propelling this growth, we need big banks. That kind of a situation is needed. It is a welcome thing that these kinds of
mergers are taking place.

Now, both the repeal of the Saurasthra Bank Act and the Amendment in the State Bank of India Subsidiary Act are
done. So, instead of taking a negative and pessimistic approach to the whole question whenever it is coming, let us, with
optimism, wait and see, how it is going to emerge. It should not be our approach: "Let us all oppose it because it is
brought from the Government side."

So, with optimism, with confidence and with great vision for our future, let us hope an India without poverty, an India
where the entire population is above poverty line, An India of the dreams of Rajiv Gandhi. Those days are going to come. In
that kind of a situation, this merger will help to have social transformation in a big way.

Therefore, Sir, I wholeheartedly support this Bill and I feel that this is a necessity. In spite of minor or technical
opposition, I hope that the entire House would support this Bill. I congratulate the hon. Minister, Shri Meena, for brining
forward this Bill for consideration of the House.

With these few words, I conclude.
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SHRI T.K.S. ELANGOVAN (CHENNAI NORTH): Mr. Chairman, Sir, I thank you for giving me an opportunity to speak on this
Bill.

Madam spoke about the difficulties faced by the customers of the banks, and the sentiments attached to the name of the
bank. Our hon. colleague, Shri P. C. Chacko, took us down the memory lane regarding 1969, and showed us how they were
celebrating the event of nationalization of the banks. Last week, the hon. Finance Minister while replying to a Calling
Attention Motion said that the Government has no role to play in the merger of any bank, and it is for the management of
the bank to decide on the issue of merger.

The State Bank of Saurashtra has decided to merge with the State Bank of India. The question now before us is this. The
State Bank of India is a Government bank and it is not a nationalised bank, and the State Bank of Saurashtra is also a
Government bank and not a nationalised bank or a private bank. A nationalised bank is merging with a nationalised bank.
Why should it choose to merge? Is it the failure of the management or do they any other reason for doing it? I can
understand if a private bank is merged with a nationalised bank or a private bank is nationalised by the Government. The
guestion now is that the management decided about the merger, but the role of the employees and the role of the
customers were not taken into account. Hence, the interest of the employees may not be protected in this.

As Shri P. C. Chacko also mentioned earlier that it is over now as the State Bank of Saurashtra is merged with the State
Bank of India, but in future, if a question of merger comes before the Government, then the first step of the Government --
if it is a nationalised bank or a Government bank -- is not to accept the proposal. You can change the management as it
may be because of the failure of the management, and it may be because of the mis-management that the management
wants to merge with another bank. How can the management decide to merge with some other bank without taking into
consideration the employees of the bank; without taking into consideration the customers, who are going to the bank; and
who are used to go to that bank? How can the management decide to merge with some other bank? It is not fair. It is not
a private bank, it is a Government bank.

While I support the Bill because it is already over, I wish to state that when a bank decides to merge with another bank,
the Government of India should take utmost care. As a first step, I would suggest that the management should be changed
and somebody else should take over so that at least the new group tries to stabilize the bank. Merger is not always
welcome; merger is not in the interest of the employees; and merger is not always in the interest of the customers.

My friend, Mr. PC. Chacko, was talking about the banks in other countries which had failed. Those banks failed
because they were not Government banks; they were private banks. Here, the Reserve Bank of India has a number of
controls, like the SLR (Statutory Liquidity Ratio), which has to be maintained by the commercial banks in India. It is the
Government, and I appreciate the Government, for controlling the banks, for ensuring that the public money is safe, and for
having provisions to protect the public money.



At the same time, a merger may lead to many apprehensions. A merger may create doubts in the minds of the
people, that too particularly when a Government bank is merged with some other bank. It may create many doubts in the
minds of the people. Having all these things in mind, I request the hon. Minister to see that when a question of merger
comes, the Government takes utmost care.

With these words, I support the Bill.

SHRI A. SAMPATH (ATTINGAL): Mr. Chairman, Sir, with your permission, I oppose the State Bank of Saurashtra (Repeal)

and the State Bank of India (Subsidiary Banks) Amendment Bill, 2009. With due respect to late Prime Minister Shrimati
Indira Gandhi Ji, I oppose the Bill. Some of my colleagues senior to me, I understand, think that some of the banks failed
just because they are small. Many of the banks even in the United States failed. We know their names — the Lehman
Brothers, AIG, Merrill Lynch, Fannie Mae, Freddie Mac, Bear Stearns — and they were not small banks. They were very big
banks. They had a very long history. This Bill which has been introduced in this august House has a hidden agenda, I fear.
That hidden agenda is to consolidate the public sector banks into a monolith, and that monolith or that monopoly is being
created with the sole purpose of privatization of the whole banking industry in India. I have a genuine fear that this has
such a hidden agenda and hence I oppose this Bill.

The State Bank of India has seven associate banks in its fold. If this Bill is being passed, then the remaining banks will be
six. Bank of Saurashtra had more than 460 branches, deposits worth Rs. 15,804 crore, and as per the latest accounts, the
2006-07 figures, it had given advances to the tune of Rs. 11,081 crore. Now, some other banks are in the queue. What will
be the fate of the State Bank of Mysore? What will be the fate of the State Bank of Indore? What will be the fate of the
State Bank of Travancore, the very Bank of the State of Kerala from where hon. Chacko, myself and some of my colleagues,
both in the Treasury Benches as well as in the Opposition, come? It is our Bank. Now, there is a tendency to snatch away
that Bank, just like these other banks are being snatched away.

My humble request to the Government of India, through you, Sir, is do not touch the butcher's knife to cut these banks, our
banks, which have the local flavour.
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They are the States' entity; they are the States' icon. Do not touch them. Let it be there. These banks are working in
profits; these banks are working very efficiently. For whose purpose, for whose benefit these are being merged into? Now,
there is an urge for merger and for whom? Is it for the benefit of the employees? No, Sir. Is it for the benefit of the
shareholders? No, Sir. Is it for the benefit of the customers? No, Sir.

Let me tell you a sad story. Quite recently, we had heard and even in this august House there was a discussion
regarding the State Bank of India, who showed some discrimination towards women. That has happened in the State Bank
of India itself. I do not take much time. These banks have a social responsibility. These social responsibilities should be
fulfilled to create a large bank. Some of my friends, I feel, are under the impression that what we, at present, need is a
large bank so that we can put it in a show-case to the world. They think that globalization is the medicine. No, Sir. We are
standing on this land. The Father of the Nation had worked for the benefit of the man of the lowest strata. Now the banks'
branches in the rural areas are going to be closed down. Un-banked areas are going to remain un-banked. We know the
history of one private bank in India called the ICICI Bank. That Bank was saved just because a public sector bank called the
State Bank of India was here and the Government of India also intervened for its rescue. My humble submission is that do
not go after some Western countries that have followed wrong politicies and their banking systems crumbled. So, here this
Bill deserves strong opposition not only from the Members of Parliament but also from the general public.

I would conclude my speech by giving one or two examples. On this December 16, a section of the bank employees
are going on a strike. They are against the merger and so they are going on a strike on 16% December. Before concluding, I



would like to invite the attention, through you, of the hon. Minister to please revive the Banking Service Recruitment Board,
which was abolished after 1990s. Now the banks have the freedom to recruit their staff according to their whims and
fancies. It lacks the transparency. Even the Federal Bank has shown that out of the 647 people selected after interview,
only 80 people were from the women folk. That is the discrimination the banks, from the private sector as well as the public
sector have shown towards the women folk. With this, I oppose the Bill.

SHRI B. MAHTAB (CUTTACK): Sir, I stand here today to deliberate on the State Bank of Saurashtra (Repeal) and the State

Bank of India (Subsidiary Banks) Amendment Bill, 2009. It was in the month of November on 19th, a news item appeared in
a newspaper published from Hyderabad. It categorically stated that the Union Finance Ministry has gone into a huddle with
the leading public sector undertaking bankers to explore the possibility of creating a few large banks through mergers and
acquisitions. It also further said that the heads of five State run major banks, that is, Punjab National Bank, Bank of Baroda,
Canara Bank, Union Bank of India and Oriental Bank of Commerce attended the meeting called by Additional Secretary, on
Wednesday night.

While going through the statement which the Finance Minister had very categorically made around six months back, the
Finance Minister has put weight behind consolidation of banks stating that this may be necessary to improve the state of
competitiveness of Indian banks globally and also to reduce the risk to financial stability. And what happened after this
statement? The stock markets cheered the Finance Minister's talk on consolidation with many public sector banks' stock
recording a surge and closing the day with more than three per cent gains over the previous day's close.
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As my colleague before me was questioning here, who feels elated when consolidation of banks takes place? It is not the
people who man the bank! It is not the customers for whom actually the banks function! It is the stock exchanges and
those who invest in them that feel very elated. That is why the stock markets cheered the Finance Minister's decision or
deliberation.

How did all this happen? Who initiated this? I remember that some years back when Mr. Leeladhar was heading the Indian
Banks' Association — it is an "association of bankers - a Committee was formed. That Committee first initiated this idea
saying that now is the time that consolidation of a number of banks occurred in the country. The basic question is why is it
necessary? Does it help our financial mechanism in the country, help our customers, our people, and our finances?

Very recently Dr. K.C. Chakrabarty, who was Chairman & Managing Director of a bank, has become a Deputy Governor of
the Reserve Bank of India. What did he say? He has very categorically stated very recently, last month, that time is not ripe
for mergers. What should we understand from this? I would like to get an answer to this from the Minister. Does the RBI
differ with the Government on the issue of merger of banks? When a Deputy Governor of the RBI, with many years of
banking experience, comes out with a statement like that, should we say that the RBI is not in favour of mergers. "We have
very few dominant players and consolidation will enhance the problem. Financial inclusion is more important than
consolidation". That was what Dr. Chakrabarty had said.

What do we understand by financial inclusion? We have heard about the bank nationalisation of 1969. Banks have merged
before nationalisation of banks. Banks have merged after nationalisation of banks. As has been very rightly stated by a DMK
Member, when a bank is sinking the onus lies with the Government to help that bank out.

So, the national bank is provided support to take over that bank to help the customers and the people at large of that area.
When a bank is sinking, this type of support is necessary and merger takes place as it has happened relating to one Bank in
Punjab when Global Trust Bank merged with it. Mergers have taken place between two or some private banks with
nationalised banks, but here the merger is taking place between the subsidiary with the State Bank of India. Both these
banks — SBI is a national bank and State Bank of Saurashtra is a subsidiary of SBI — are running in profit.

As I understand, banks are merged since 1959. There was a Bank of Bihar which merged with State Bank of India in 1959;



National Bank of Lahore merged with State Bank of India in 1970. it is not that this is the first bank which is merging with
SBI. There were a number of banks which merged with SBI. These banks, subsidiary banks, have a history of their own.
These banks were created when feudal States were there and now, we do not have a State called Saurashtra; we do not
have a State called Indore but Indore is there and it has its own history behind it.

There is a Bank of Cochin which has merged with State Bank of India; New Bank of India also merged with Punjab National
Bank in 1993; Punjab Cooperative Bank merged with Oriental Bank of Commerce in 1997; Sikkim Bank Limited merged with
Union Bank in 1999. So also the bank about which I was mentioning, Global Trust Bank merged with Oriental Bank of
Commerce in 2004.

When this idea was floated it was during the UPA regime in the earlier avatarin 2004, as far as I remember, in August, the
then Finance Minister very categorically stated that public sector banks would be encouraged to merge. I would like to
understand: Is this the policy of the present Government that you will encourage the public sector banks to merge? At that
time, the Finance Minister had stated that the Government would provide tax incentives for profitable public sector banks
that merge. Mr. Chidambaram had said: "It was important that the public sector banks should grow in scale and muscle."

A number of banks are in the pipeline to be merged. Very recently, I remember, one of the Chairmen saying specially the
IDBI Chairman that I am in the look out for two banks whom we are in the process of merging them. I am not going to
state which are those banks. That is what the Chairman said. But it is in the pipeline and it may be taken up for merger.
This only reminds us or we should remember as to what the Deputy Governor of RBI has said that is not the right time to
have a merge. But I have certain questions here. At one point of time, I think the last year, the Chairman of SBI has very
categorically said that we are in the process of merging SBI of Saurashtra, SBI of Hyderabad, SBI of Indore, SBI of Patiala
and SBI of Mysore with SBI. We know that SBI is a very big bank for us in our country. In the global situation, it has its own
position. It is a national bank, but by merging these banks with the SBI, a question needs to be answered — are you going
to maintain the same branches and expand those branches in those areas as SBI? Already consolidation has taken place.

MR. CHAIRMAN : Please wind up.

SHRI B. MAHTAB CUTTACK): When in SBI, the Government is lowering its stake, what would be the position of stakes of
these subsidiary banks? I do not know whether SBI Saurashtra is listed; SBI is listed; if SBI Saurashtra is not listed, how it
is going to help consolidation and merger?

MR. CHAIRMAN: Please take your seat.

SHRI B. MAHTAB : I would say that I am not against merger of banks per se. But I would only remind the Government that
when two organizations merge, a lot of activities have to take place so that both the personnel and the clients get the
same service which they were getting in a smaller bank. That is very much required. I am not aware, whether SBI
Saurashtra's interest has been taken care of.

MR. CHAIRMAN: Please take your seat. The next speaker is Shri Jagdanand Singh.

SHRI B. MAHTAB : I would conclude by saying this — merger as such is not a bad idea; going in a very big way in a global
scale, is not at all a bad idea, but at the same time, I would also remind the Government that when a merger takes place,
let us not carry a weaek-link with another one — of course, SBI Saurashtra is not.

MR. CHAIRMAN: Shri Jagdanand Singh.

SHRI B. MAHTAB : But my question still remains — what is going to happen to other four subsidiaries? Do you have a time-
frame for the mergers of those banks?

MR. CHAIRMAN: Only Shri Jagdanand Singh's speech will go on record. Please take your seat.
(Interruptions) 3€; *

MR. CHAIRMAN: Before Shri Jagdanand Singh starts, I want to tell all the hon. Members not to take more than five
minutes. There are seven more Members to participate in this.
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SHRI PRABODH PANDA (MIDNAPORE): Sir, I stand not to support but to oppose the State Bank of Saurashtra (Repeal)
and the State Bank of India (Subsidiary Banks) Amendment Bill, 2009.

Sir, I can just recollect the speech of the hon. Prime Minister in this august House. He made a statement with regard to the
global economic recession and he made a comment that the banking system of our country is not weak and that we are
proud of our banking system. He also said that the Indian banking system is very strong. At that time, I understood that he

is certifying the banking system of our country. But all of a sudden, on 10t" June, it appeared in the newspapers that our
hon. Finance Minister made a statement in favour of consolidation of banks. He said that it is necessary and that it is
urgently needed to consolidate all the banks to improve the standard of competitiveness of Indian banks globally and also
to reduce the risk to financial stability. It seems that it is a quiet following of globalization and the reforms policy. It is the
quiet shifting of the old stand of our country.

The State Bank of India is the largest commercial bank of our country as far as Government banks are concerned. Initially,



it had seven associates and now if we leave the Indore Bank and the Saurashtra Bank, there are five remaining banks. They
are State Bank of Travancore, State Bank of Patiala, State Bank of Bikaner and Jaipur, State Bank of Mysore and State Bank
of Hyderabad. I do not know what is there in the mind of the Government. Are they going for merger of these subsidiaries?
If so, its mind should be clear. So an agenda regarding discussion of the reforms of banks should be placed before the
House. It is understood that private banks are taking consolidation route in a big way. But we do not know whether the
Government will follow the same line or not. This is not merely the subject of the executives or the Cabinet. This is a
fundamental thing. This should be discussed in Parliament itself. So, this is my first point. This has not been done so far.

Now what is the position so far as the global situation is concerned? The banking system at the global level has faced a
severe crisis. But we are not facing such crisis and it is because the State sector banks and the public sector banks are
doing well. We have 30 public sector banks. They seem to be in better health position. They are scattered in every nook
and corner of our country. They are rendering services to a large scale of our people including farmers, poor people and the
people at large. They have to be encouraged to extend maximum help to the small borrowers. They cannot be of any help
to them after the merger. How will the banks that are being merged be able to extend more facilities to the borrowers?
This aspect is not understandable.

What had been the realisation of the United States of America? It is worthwhile to mention here that the United States of
America realised that, after the fall of the big banks and the financial institutions last year, the management of the big
banks was a very difficult task as compared to managing the management of the smaller banks. Is it not being possible for
our Government to understand what the US authorities have understood? The present international situation of an
economic recession has been created out of that effect of merger. It is not only that merger would result in transforming
human resources into a homogenous unit. What would happen to the management? What would happen to the employees?
What would happen to the borrowers? All these aspects are involved in the case of a merger.

Sir, I would only like to request the Government not to take this matter in a piecemeal manner. The total idea of merger
should be subject to a discussion and without such a discussion being held, this sort of legislation should not be brought

forward. It is worthwhile to mention here that thousands of employees of the banks are demonstrating in the streets
against this move. They are protesting such an action. They are against this sort of a merger and even then, why is the
Government going forward with this kind of legislation? I oppose this.
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*SHRI PRASANTA KUMAR MAJUMDAR (BALURGHAT) : Hon. Chairman Sir, I take the floor to oppose the proposed merger
of Bank of Saurashtra with State Bank of India. Since 1992, the year when the Government of India adopted the policy of
liberalization, we have been watching that the profit-making Navaratna companies are being gradually captured by the big
industrial honchos. They are having monopoly over those companies. It is seen that in Saurashtra, almost all the financial
institutions are in the hands of the private players whereas the Government is only looking after the law and order
situation. It seems that it has lost control over the market. The private industrialists are thus trying to influence the
economic policy of the country. A day may come when the law of Diminishing Returns will operate. We have to think of this
aspect and decide accordingly.

Bank of Saurashtra is similar to State Bank of India. It provides credit facilities to small and marginal farmers, small traders
etc. Both the banks are giving such loans. There are more than 500 or 600 branches of the Bank of Saurashtra. SBI too has
numerous branches. It always so happens that people are encouraged to take loans from the banks which are known to
them, which they can relate to. As SBI or Bank of Saurashtra are nationalized banks, there is no risk of failure too. Reserve
Bank of India is at the helm to regulate the entire banking system. Then why are you insisting on merger?

Secondly, whether the employees of Bank of Saurashtra receive more salaries when it is merged with SBI? Will their
allowances increase after merger? Or whether the higher level officers get matching remuneration in SBI? Many employees
are attached with various other institutions and are earning lots of

money. The question is whether that income will also be added or not. Whether the entire responsibility will be borne by
the State Bank of India. It needs to be ascertained and the financial liability also needs to be gauged. All these issues must
be taken into consideration. During the Indira Gandhi regime, most of the lending institutions were owned by kings and
wealthy persons. They used to protect the interests of the rich and overlooked the needs and aspirations of the common
people of the country. But the situation has changed now. The question of privatization and nationalization is no more the
core issue. What is the problem in having many banks as long as they do not fail? We have to resolve the minor problems
that crop up between the employees and the management.

There is a need to pump in huge funds in the economy but that capital should never be foreign capital; that should be
indigenous capital. I hear that even Life Insurance is going to foreign hands. 26% is already with them — now about 49%
share will be controlled by private players. All the profit-making organizations are being privatized surreptitiously. This
should not be allowed.

With these words I once again vehemently oppose this Bill and thank you for giving me the opportunity to speak on the
subject.



SHRI S.S. RAMASUBBU (TIRUNELVELI): Sir, I strongly support this Bill. The State Bank of Saurashtra was constituted
under the State Bank of Saurashtra Act, 1950 as amended by the State bank of India (Subsidiary Banks) Act, 1959. Now,
the State Bank of Saurashtra will come under the purview of the SBI.

After the nationalisation of fourteen banks in our country by our beloved leader, Shrimati Indira Gandhi, our financial system
and monetary system have become strong. Most of the capitalist countries, like America and England, and even some
communist countries are suffering because of lack of strong monetary and financial system. But our system is strong. Even
during the recession our system was strong. Our country's monetary system is big, famed and a strong one.

That is why in the global-world competition, we have strong financial system and our country is growing all the way.

Sir, our Communist friends are telling that these subsidiary banks, like the State Bank of Saurashtra and also the State Bank
of Indore, the State Bank of Travancore, the State Bank of Patiala, the State Bank of Bikaner and Jaipur, the State Bank of
Mysore and the State Bank of Hyderabad are the subsidiary banks of the State Bank of India. The State Bank of India is a
nationalised bank and it is an apex bank in our country. It is doing a number of functions. Now, we have to face the
competition of the world-level great banks. That is why our Government took the decision — not only our Government, but
all the managements of the subsidiary banks — took the decision to merge with the State Bank of India. These subsidiary
banks will come directly under the State Bank of India. It is a correct notion and it is a very strong notion of the subsidiary
banks to merge with the State Bank of India.

Sir, the State Bank of India is very strong. It will be very beneficial to compete with the ICICI Bank which is a private,
world-level bank. In the global scenario, most of the private banks come to our Indian banking system. Then, we have to
compete with each other and we have to consolidate our banking system. We have to make the banking system a strong
one. Our State Bank is there in all the places where poor people are given credit by the State Bank of India. Most of the
employees of the State Bank are taking advantage and they are taking it as their privilege that they are working in the
State Bank and not in the State Bank of Bikaner and Jaipur or any other subsidiary bank. If it is a subsidiary bank, then
there may not be some benefits and when they are merged with the State Bank, there is a strategy for us.

Sir, T would like to point out here that our Communist friends have completely forgotten the employees. Our UPA
Government is giving more importance to employees who are working in the banks. The employees of the State Bank of
India are getting the status also. Here, I would like to point out one thing that when subsidiary banks are merged with the
State Bank of India, there is some apprehension among the employees whether the status will be given to them or not and
whether promotions will be given to them according to the State Bank of India rules. They require all these things. I would
like to mention here that we are giving equal importance to all the employees.

Secondly, most of the hon. Members have told that five or six subsidiary banks are now going to be merged with the State
Bank of India. I want to say here one thing that it is not the privatisation of the bank. They are going to be merged with the
State Bank of India which is the nationalised bank. These nationalised banks are going to be merged with the other
nationalised bank.

I want to tell here one thing that it is not a privatisation. These five or six banks will survive as per the rule of the bank.
They will survive in all the places and they are not going to be affected. This is the status guo they are going to maintain.
At the same time, I would like to mention here that in the rural areas, the State Bank of India is having branches in all the
places.

I would also say that the strength of the employees also must be improved and then only we can compete with the
foreign banks.

Our Communist friends are forgetting all these employees. It is only the Congress Government which is giving more
importance to the employees. So, we have to give more powers to the employees of these nationalised banks. This is my
humble request to the hon. Minister.

Sir, with these few words, I support this Bill.
MR. CHAIRMAN : Now, the hon. Minister to reply.
...(Interruptions)

SHRI JAI PRAKASH AGARWAL (NORTH EAST DELHI): Sir, I asked for only two minutes.



MR. CHAIRMAN: I called your name. You were absent. Now, if you want, you can take two minutes. Hon. Minister, let him
take two minutes.
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SHRI NAMO NARAIN MEENA: Sir, at the outset, I would like to say that 12 hon. Members have participated in the debate. I
thank them all. Some hon. Members have supported it; some have some concerns and some have some apprehensions
about this Bill. I will try to answer their queries and satisfy them.

First of all, I would like to inform the hon. Members that the Indian banking sector is no stranger to the phenomenon of
mergers and acquisitions across the banks. Since 1961 till date, there have been as many as 79 bank amalgamations in the
Indian banking system. Out of that, 46 amalgamations took place before the nationalisation of banks in 1969 while the
remaining 33 occurred in the post-nationalisation era.

Several hon. Members raised the question about the policy of consolidation. There was a Calling Attention discussion also
on this subject raised by Shri Gurudas Dasgupta and the hon. Finance Minister gave a detailed reply. However, I would like
to inform hon. Members that the current policy of the Government on consolidation leaves the initiative for consolidation to
come from the management of the bank with Government playing a supportive role as the common share holder. No
directive on consolidation is being issued either by the Government or by the Reserve Bank of India. The Boards of the
banks themselves have to take a decision in this regard based on the synergy levels of merging the entities. Therefore, it is
the decision of the Boards of the banks whether to merge or not to merge. Since the Government is the share holder, it
comes to us for approval and then it goes to the Reserve Bank of India again for approval. This decision was taken by the
Boards of the two banks and it was approved by us.

I would like to state as to what are the advantages of the merger. Smaller banks have their limitations whereas bigger
banks have certain advantages. Customers in the bigger banks get better banking services with larger geographical
coverage of branches, ATMs, network, improved systems and procedures, technological advantage, cross cultural human
resources and banking services. Mergers have been going on and bigger banks have a large area of network in the entire
country they have their branches outside the country also.



Another issue was raised that the Government is pressing hard for the merger. That there was a meeting in Delhi and in
that meeting, among other issues, the views of some of the CMDs on consolidation were taken by the Additional Secretary,
but no decision on consolidation or merger was taken. Certain committees have looked into this matter. Even in 2004, the
Indian Banks Association appointed a Working Group to examine legal, regulatory and other related issues for consolidation
in the banking industry. The Working Group submitted its suggestions to the Government in October, 2004, inter alia,
supporting the idea of consolidation in the sector.

MR. CHAIRMAN : Hon. Minister, please take your seat for a minute.

Hon. Members, it is 6 o'clock now. If the House agrees, we may extend the time for sitting of the House till the passing of this Bill
and few 'Zero Hour' submissions are made. I hope the House agrees.

SEVERAL HON. MEMBERS: Yes.

MR. CHAIRMAN: Hon. Minister, you may continue now.

18.00 hrs.
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'Section 35 of the State Bank of India Act 1955 provides the legal framework for acquisition of banking institutions, including
a public sector bank by the State Bank of India. Though the provisions of the State Bank of India Act 1955 do not expressly
so require the scheme of acquisition of the State Bank of Saurashtra by the State Bank of India, it was laid in both the
House of Parliament, post-merger. There is no legal infirmity under the law &5 23 uact smol @Ifdy) B9t dIG 3 3D 3MUD! AR,
539 Dlofoll rsol Sift wIS @ ol &

Several Members have raised questions about the service conditions of the employees of State Bank of Saurashtra. Here I
would like to tell them that suitable clauses have been incorporated in the acquisition of State Bank of Saurashtra Order
2008 so that the pay and allowances or the compensation to the employees of merging entity are not altered to their
disadvantage. They will not be put to disadvantage as far as their service conditions are concerned.

One apprehension was raised by certain Members that the rural branches of the Bank of Saurashtra will be closed. As you
know, our Government believes in financial inclusion. Financial inclusion is being accorded highest priority by the
Government. All efforts are being made to cover every section of the population after merger. No rural branches are being
closed after the merger. There should be no apprehension at all on this count.

I would like to give you certain figures about this merger. At the time of Independence, there were only 5,277 bank
branches in the country. At the time of nationalisation in 1969, there were 8,262 branches. Now, there are 82,252
branches. Our Government has a policy of expansion. We have asked the banks to go to rural areas, find out the
possibilities and more and more banks should be opened in the rural areas. In the next two years, roughly 2000 banks
branches are being planned to be opened. Therefore, we believe that more and more population of the country should be
linked with the banks. That is our policy.

Broadly, the employees, the shareholders and the customers constitute stakeholders of the bank. While examining the
merger proposal, Government will keep in view the interest of all the stakeholders, including employees and merging banks
also.

In the end, I assure all the Members that I have noted down their apprehensions, their suggestions and I would request the
House to approve this Bill.

Sir, I would, therefore, commend that the State Bank of Saurashtra (Repeal) and the State Bank of India (Subsidiary Banks)
Amendment Bill, 2009 may be passed by this House.

MR. CHAIRMAN : Now, Shri Sampath, you can put only one question.

SHRI A. SAMPATH : Will the hon. Minister give an assurance to this august House that the other associate banks of the
State Bank of India will not be merged? Or is it the policy of the Government to make all these associate banks merged
with the State Bank of India and to make it as a monolith and an adjunct of the Government of India like the Income-Tax
Department?



MR. CHAIRMAN: Mr. Minister, if you want to reply, you can reply; otherwise you need not reply to him.
Shri Sampath, you can write to the Minister or the Minister will send you the reply personally.

SHRI A. SAMPATH : Yes, Sir.

MR. CHAIRMAN: The House shall now take up motion for consideration of the Bill.

The question is:

"That the Bill to repeal the State Bank of Saurashtra Act, 1950 and further to amend the State Bank of India
(Subsidiary Banks) Act, 1959, be taken into consideration. "

The motion was adopted.
MR. CHAIRMAN: The House shall now take up clause by clause consideration of the Bill.
The question is:
"That clauses 2 to 11 stand part of the Bill."

The motion was adopted.

Clauses 2 to 11 were added to the Bill.
Clause 1, the Enacting Formula and the Long Title were added to the Bill.

MR. CHAIRMAN: Now, the hon. Minister may move that the Bill be passed.
SHRI NAMO NARAIN MEENA: I beg to move:
"That the Bill be passed."
MR. CHAIRMAN: The question is:

"That the Bill be passed."

The motion was adopted.

MR. CHAIRMAN : Now, we take up 'Zero Hour".

Shri Prasanta Kumar Majumdar.



