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LEGISLATIVE ASSEMBLY.
Wedncoday, 89th November, 1933

The Assembly met in the Assembly Chamber of the Council House
ab Eleven of the Clock, Mr. President (The Hapeussble Sir Shasmukbam
Chetty) in the Chair. *

QUESTIONS AND ANSWERS.
B1atE o HEALTH OF MR. SUBODH CHANDRA MITRA CONFTINED IN THE DmEOLI
Dzamwrion Camp.
1207. C. Mitra: (a) Will Government please siate the present

state of henlth of Mr. Subodh Chandra Mltm B.A., now camnfined in the
Deoli Detention Camp?

(b) For what treatment was he taken to the Ajmer Jail?

(0) Was he completely cured before he was re-trapaferred to Deoli?
(d) What was he suffering from and for how long?

(#) Whas is his present weight?

T Homoymble 8iy Ferry Haig: (a) The detcnu is at present being
trented in hospital on account of a slight evening rise in temperature; but
his state of health is reported to be fair.

(¥), (a) and (d). He was taken to the baspisel 8¢ 4jmer not for treatment
but for X-Ray exsmination on aceount of sbdominal pain from which he
had suffered for about a week previomsly. He wes detained in the Ajmeor
Jail for one night only.

(o) 88 lbs.

Mr. K. 0. Noogy: What is the result of this X-Ray examination?

mmmbuum * 1 think the result of the X-Ray
examination was to disclose there was nothing seriously the

with him, but actusl medical details Jo not seem to me very aPpmpnah
to discuss on the floor of the House.

Mr. K. O. Waogy: Ia this slow fever still persisting?
The Honourable Sir Harry Halg: Yes, he still has & slight evening rise.

. Mr K.OC. Neogy: Is tbereanv medical explanation as to what this may
be due to?

The Hapogrsble Sir Harry Haig: T should be very glad to give the
Honourahle Member anv more detailed information ﬂu? T may lngvl:‘if he
or perhaps Mr. Mitra will see me.

( 2301 ) a
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Mr. Gaya Prasad Singh: \Vill the Honourable Member be glad to give
the answer about the illness or will he be sorry to give it? (Laughter.)

The Honourable Sir Harry Haig: [ am sorry for the illness, but I am
always glad to impart information to Honourable Members,

Mr. 8. C. Mitra: May I, then, take it that the pain in his stomach has
ceased now to which the Honourable Member referred in his answer?

The Homourable Sir Harry Halg: As far as I know, yes; but if the
Honourable Member could arrange to see me afterwards, I will give him fulf
details.

RESPONSIBILITY OF THE GOVERNMENT OF INDIA FOR THE DETENUS DETAINED
OUTSIDE THEIR PROVINCES.

1208. *Ir.“ 8. C. Mitra: (a) Will Government please explain why all
applications of the relatives of Mr. Subodh Chandra Mitra, a detenu, for
interviewing him at Deoli have been rejected by them ? B

(b) Have Government any special reasons for prohibiting intervicws
with the said detenu ? B .

(c) Are Government aware that the Deputy Inspector General of the
Criminal Investigation Department (Intelligende Branch), Bengal does not
even reply to the petitions for interview with Mr. Mitra?

(d) Will Government please state who is the proper person to grant
such interviews with detenus detained outside Bengal ?

(¢) Have Government of India any responsibility for the detenus who-
are detained outside the jurisdiction of their own province?

The Honourable Sir Harry Haig: (a), (b) and (d). I would invite the
Honourable Member's nttention to the reply I gave on the 21st September,
1932. to parte (a) and (e) of his question Ne. 528,

(c) No.

(¢) The Chief Commissioner, Ajmer-Merwara. is responsible for the
general administration of the Deoli Camp Jail.

Mr. K. 0. Noogy: Have not a set of rules been drawn up with regard
& the granting of interviews with the detenus at Deoli?

The Homourable Sir Harry Balg: The rules have been framed by the
Chief Commissioner, Ajmer-Merwara.

Mr. K. O. Neogy: Under the rules is the detenu entitled to have an
interview with his friends at any stated intervals ?

The Homourable Sir Harry Haig: Only when a detenu has received
permission from the authorities appointed for that purpose by the Gov
ernment of Bengal

Mr. K. O. Neogy: Are there any conditions under which that permission
is granted or is permission granted as a matter of course if the rules in
the matter do not stand in the way?
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“Tas Honearatie Sir Harry Haig: The permission, 1-think, is always.
granted provided the Government of Bengal have no objection. There may
be certain.rules about the number of interviews that may be slloweq,
but the question whether. o particuiar - interviev: should allowed is
referred to the Govermment of Bengal and the decision is based on their
decision.

Mr. K. 0. Neogy: ‘Do I take it, then, that apart from the set of rules
which huve been framed for the guidance of the local authorities at Deoli,
there are othicr rules that guide the Government of Bengal in determining
as to whether an upplication for interview should be granted?

The Honourable Sir Harry Haig: No, Sir. 1 do not suppose there are
any tules which waide the Government of Bengal. In these matters they
have to uct on their judgment on each particular case.

Mr. K. O. Neogy: I« the Honourable Member satisfied thav
in cases in which interviews have been disallowed, action has been taken on
proper materials or on proper justification? -

- The Honourable 8ir Harry Haig: I think this is a inatter that should
bé' left \where it stands at present, namely, at the discretion and on the
responsibility of the Government of Bengal who are carrying, I would
like, to .cemind the House, a very heavy responsibility in trving to deal

.

with this formidable menace of terrorism.

Mr. Gaya Prasad Singh: May I know, Sir, if any relative of this
detenu has been granted an interview with him since he has been ill?

The Honourable Str Harry Halg: I understand that only one relative
had applied for an interview.

‘Mr. Gaya Prasad Singh: Was hix request granted? -
The Honourable Sir Harry Haig: No, the request was not granted.

Sardar Sant Singh: Is it a fact that the gentleman who applied for
the interview is a Member of this House ? '

The Honourable Sir Harry Haig: That is probably true.

me'(?..”fnw m?ls it a fact that his application was referred to

.The m:bh'ﬂr Harry Halg: 1 have already informed the House
that the procedure is that permission has to be obteined from the autho-
ritieg appointed by the Government of Bengal, and in this case the authori-
ties appointed by the Government of Bengal did not think it expedient
to grant permission. - SN

Bardar Sant Singh: My question is whether his application for the grant
of interview was sent to the C.I.D. who reported that he was not a desir-
able person to interview the detenu ?

A2
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The Honourable Sir Harry Halg: 1 do not know what the C. I. D.
reported, but the position is that the Government of Bengal have appointed
the Deputy Inspector General, Intelligence Branch, to carry out the duty
of deciding whether permission should be given to particular individuals
to interview detenus.

Sardar Sant 8ingh: May I know, then, whether the gentleman who is
respectable enough and of a sufficient position to be a Member of this
Honourable House is not desirable enough to see a detenu in the Deoli
Jail ?

The Honourable 8ir Harry Halg: The matter is one entirely within
the responsibility of the Government of Bengal.

Sardar Sant Singh: Is not the Government of India prepared to inform
the Bengal Government that, in the case of the Members of this House,
they should, ipso facto, be entitled to see the detenus?

The Honourable Sir Harry Haig: No, Sir, I am certainly not prepared
to take up that position. I have already explained to the House that
the Government of Bengal are carrying a very heavy responsibility, u.xd
the Government of India do not propose to interfere with them in
the discharge of that respansibility,

Sardar Sant Singh: My question is that the gentleman is a Member
.of this Honourable House and, therefore, is a responsible gentleman and
" a8 such he should have facilities to see his relative when he is a detenu
and not a convicted person?

The Honourable 8ir Harry Haig: The Honourable Member's question
was whether the Government of India were prepared to interfere with the
decision of the Government of Bengal. My answer is in the negative.

Sardar Sant Singh: That is not my question. My question is that the
gentleman, who is a Member of this House, is responsible enough to be
granted permission without furtheg -inquiries fram the C. I. D. That is

my question.

The Honourable Sir Marry Malg: That has nothing to do with the point
of principle on which T am taking my stand, which is that the decision
in this case is the decision of the Government of Bengal.

_Mr. 8. O. Mitra: T do not claim any special privilege as a Member
of this House, but I would like to know from the Honoursble Member
if he is aware that these interviews are granted under certain conditions.
During these interviews a police officer remains present, and there is a
net separating the prisoner from the interviewer, and whenever the police
officer has the least objection to the conversation, he at once stops it.
That being the case, will the Honourable Member tell this House whas
other reasons there may be for not granting interviews with relations of
persons who are not convicted for any offence, but are merely delained
because of the whims of the Government.

The Honourable Sir Harry Halg: These points were raised In a series
of supplementary questions on this very matter in September, 1982, and

4
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the questions and answers were all communicated to the Government of
Bengal. This very point that the Honourable Member has just raised
was clearly brought to the notice of the Government of Bengal, but it has

not affected their decision.

Mt. 8. 0. Mitra: What was their reply to the pointe thet I have raised ?
It is not & question of favour, but it is & question of personal right of the
relatives to have interview with the detenu if there is nothing objeetionable.

The Honourable Sir Harry Halg: I am afraid, I can say no more than
what I have said already. The full facts are before the Government of
Bengal and, with & full sense of responsibility, they have decided that
it is undesirable to grant the interview.

Mr. 8. 0. Mitra: The fasts are not correst. I have spplied for a second
time and the police officer came aud onquired of me whether the detenu
was my brother’s son or my cousin’s son, and I told him that he was
my brother’s son. 8ihee then, for the last two months, no reply has
been received from the Governmens of Bengul. 1 do not know why the
question of granting interviews is left to the discretion of police officers
and not to the Political Department ?

The Eonoursbie Sir Marry Malg: 1 understand that the last communi-
eation on this subject was made in a letter dated the 11th Aupust, 1933.

Mr. 8. C. Mitra: I have not received the letter. Do I understand
that these detenus are under the police officials of Bengal and not under
the Political Department of the Government of Bengal ?

The Homourable Sir Harry ¢ That is the rule that has been framed
%veo%ne Government of Bengal and it is in force in Bengal as well as at

Mr. 8. O. Mitra: Is the Honourable Member not willing to enquire
from the Government of Bengal as to what objection they may have in
permitting near relatives to see the detenu under all restrictions and
sreca?utiom that Government may be pleased to inflict upon the rela-
ives .

The nommu.w Harry Haig: The Government of Bengal are well
aware of the conditions and, as I have said before, I am not prepared to
question their discretion. ' '

Mr. 8. O. Mitra: The Honourable Member is further aware that the
detenu is having slow fever for a considerable time past and, according
to the Honourable Member’s dwn admission, he was brought to the X-Ray
Hospital for further examination for his pains, and the Honourable Member
ia further aware that in several other cases the detemus died without
proper treatment. Does the Honourable Member still think that it is not
necessary even to refer to the Government of Bengal to grant a man
:ﬁg:ee.w; under any oconditions that they like to prescribe for his near
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rhe Honourable Sir Harry Halg: I must deny the allegation of the
Honourable Member that detenus are dying for want of proper medical
treatment. With regard to the particular case of this detenu, who has
admittedly been suffering from slow fever for some considerable period,
though I recognise the natural anxiety of the Honourable Member as a
relative of the detenu, and I should be glad to supply him with any
medical details that are in my possession, I very much doubt whether &
visit by the Honourable Member would reeult in any improvement in the
condition of the health of the detenu.

Sir Cowasji Jehangir: Will the Honourable Member cansider the ques-
tion of allowing very near relatives to have an interview with the detenus
if these detenus are il or have been il1? I would appeal to the Honourable
Member to consider that question. - He need not give a reply straightaway,
but he can consider that question in consultation with the Local Govern-
ments, not only with the Local Government of Bengal, but with all Local
Governments, whether some concession might not be made in the case of
detenus who are really ill and who desire personally to have an interview
with near relations. I think that is a point worthy of the consideration
of the Honourable Member and perhaps the Honourable Member might
give that point of view a little more consideration with Loocal Governments
and if what we are told about restrictions placed upon the interviews is
correct, it appears to us at any rate that such interviews can do no harm.
The conditions laid down seem to be fairly strict, and when the detenu
is ill and the interviewer is a near relative, I think mere humanity would
demand a reconsideration of the question.

The Honourable Sir Harry Halg: In the first place, fortunately this
problem of detenus is at present confined to Bengal and I do not think
the system exists in any other province. As to the question of normally
allowing relatives to interview detenus who are ill, I have no doubt
that that point is taken into consideration and all reasonable facilities
are normally given. This is a special case in which the Government of
Bengal for special reasons are unwilling that a particular relative should
interview this particular detenu. [ am perfectly prepared, as T did last
time, to forward a copy of these quéstions and snswers to the Government
of Bengal, but T am afraid I cannot go beyond that. &

Diwan Bahadur A. Ramaswami Mudaliar: Is it a fact that the father
of the detenu also applied for an interview and that it was also refused ?

The Honourable 8ir Harry Halg: I have no information to that cffect.

Diwan Bahadur A. Ramaswami Mudaliar: 1 understand that the petition

gsking for interview was signed both by Mr. Mitrn and the father of the
etenu.

The Honourable Sir Harry Haig: 1 am told only one person applied for
an interview.

Mr. 8. 0. Mitra: That information is not correct.
Sir Cowasji Jehangir: Would the Honourable Member consider the ques-

tion whether in case cne relative is objectionable for any reason that Gov-
ernment may not be pleascd to state, some other relative may be permitted.
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Surely it is not possible that every relative of s detenu, who is ill, is
object?ionsble. A child may be sent to interview the detenu and see whether
the detenu is really in the condition in which he is believed to be. Surely,
if & child is sent, it won’t be objectionable to Government. I would appeal
fo the Honourable Member that in cases of this sort a little concession goes
& long way to appease the apprehensions and feelings of the relatives with-
out any harm to Government and with, I may venture to suggest, & grea$
deal of advantage to Government. .

The Honourable 8ir Harry Haig: I am not suggesting for a moment that
the Government of Bengal desire to stop all interviews with this particular
detenu or that they would be likely to refuse applications from all relatives.
I bave no information whatever to suggest that, and here again I am per-
fectly prepared to forward this suggestion to the Government of Bengal.

DumsorD:musncm’nDnoquuoqu.

1209. *Mr. 8, 0. Mitra: (a) Is it not the duty of Government to
inform the relatives of the detenus about their illness?

(b) Is it not a fact that during the year 1988 in-more than one case
detenus died in the Deoli Detention Camp before their relatives received
any intimation of their serious illness?

The Honourable Sir Harry Halg: (a) The practice is to inform relatives
in the case of dangerous illness when there is time to do so. '

(b) Only one detenu has died before his relatives were informed of his
illness and in that case there was no reason to anticipate that the iliness
would end fatally.

Mr. 8. 0. Mitra: Arising out of part (a) of the reply, if the relatives are
only informed in case of serious illness, does it not often happen that the
information reaches the relatives after the death of the detenu?

The Honourable 8ir Harry Haig: My answer was that this only happened

in one case.

DzTENUS IN THE DirrERENT CaMPs AT DmoLrl.
1210. *Mr, 8. O. Mitra: (a) Will Government please state the number

of detenus in the different campe at. Deoli?

(b) How many detenus have been brought to Deoli during the last four
months ?

(c) How many, if any, detenus have been released frem Deoli sinoe
the starting of this Detention Camp?

The Honourable Sir Harry Halg: (a) Thero are at present 388 detenus i
the Deoli Detention Jail. ( P cionus n
(b) 225. *

(6) No detenus have been releas:d from the Ju’l’,hbut ;hree have been
transferred back to Bengal.
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Sxr2o¥oN of ™E Iypran Derxcation 10 Tam Wormo Noowomso
CONFERENCE.

121l. *Laia Rameshwar Prasad Bagla: (¢) Will Government please
state if responsible vommercial aesociations wers consulted while
appointing the Indian Delegation to attond the World Economic Com-
terence?

(b) If the reply to part (a) be in the negative, will Government state
how the nominations were effected?

(c) Is it a faot that the Seoretary of State for India tock s prominent
part in ths matter?

(d) Are Goverament prepared to assure this House that in future whils
appointing Indian Delegations for such important conferences particalar
enre would be taken to invite nominations from all the resrporsible com-
mercial associations as is done at present in the case of the International
Labour Confcrence? If not, why not?

The Honourable Sir Joseph Bhore: (a) No. Sir.

() Nominations were made after full consideration of the necessities
of the situation.

(¢) 1 regret I am unable to give the Homourable Member any informa-
tion on this point.

(d) No, Sir. The manner in which nominations are made in such
cases is indicated in the reply to part (b) above.

Mr. B. Das: May I inquire whether the Indian Delegation to the World
Economic Conference has submitted its report to the Government of India
and whether the Honourable Member will place that report on the table
of the House and allow the House to discuss it?

The Honourable 8ir J Bbhore: I shall certainly plaee such reports,
as we have received, in the Librarv of the House.

Mr. B. Das: Has the Honourable Member received any specific report
from the Indian Delegation that was chosen to the World Economic Con-
ference ?

The Honourahle 8ir Joseph Bhore: What does the Honourable Member
mean by Indian Delegation ?

Mr. B. Das: Delegates who represented India.

The Honourable Sir Joseph Bhore: We have received some report, and
1 shall place the report in the Library of the House.

Mr. R. 8. Barma: Is it a fact that this Delegation contained an Indian
paid servant of an Indian State ?

The Honourable 8ir Joseph Bhore: I am not aware of the terms upon
which the member, referred to by my Honourable friend, is entertained by
the State in question.

Diwan Bahadur A. Ramaswami Mudaliar: May I take it that the Dele-
gation represeated both British Indis and Indian States?
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The Henowable Sir Joseph Bhore: Ii certainly did, Sir.

Ricz soLD 10 INDIA BY JAPAN.

1212. *Lala Rameshwar Prasad Bagla: (a) Will Government please
state if they are aware of a consignment of rice of 7,000 tans sold to Indio
by Japan st a rate much lower than the present market rate?

Government eware of the effect of the above iransaction on
the(gzi:e? of food grains in India and consequently on the local trade and
agriculture ?

(¢) Will Government please state what actiom, if any, they have taken
to counter-act the effect of the sbove transaction on India?

(d)lsitahot&atﬂuaovmtofhpanhawyheedabmon
the import of Indian rice?

(e) Will Government please state if they propose to take any acho;;
agninst the said ban placed hy Japanese Government on the import

Indian rice to Japan?

The Honoursble Sir Joseph Bhore: (a) Government have received re-
presentations containing statements to this effect, but imports from Japan
during the past five months have amounted to 70 tons only.

(b) and (¢). Do not arise.

(d) and (¢). In 1928 an ordinance was issued by the Japanese Govern-
went prohibiting the import of rice into Japan except under license. This
ﬁ.’manoe did not apply exclusively to Indian rice and the Government of

in made strong representations in the matter at the time.

Viwan Bahsdur A. RBamaswam! Mudaliar: May I know if the Honour-
abh\ Member has any information regarding the import of rice from Siam ?

T\'v Honourable Sir Jossph Bhore: I promise my Hcnourable friend that
I will get that information. I have just received some telegraphic inform-
ation, \wnd I shall be happy to communicate it to the House in tabulated
form sd‘that it may be more easily digested by Honourable Members.
1 shall ¥ 8o at the carliest opportunity.

Mr. R. 8. Sarma: Has the uttention of Government been drawn to
an official interview given by the Japanese Consul General to the States-
man last week nfter the questions in the Assembly that a big consignment
of Japanese rice, the export of which was imminent, was stopped as a
sort of gesture at the intervention of Sir Joseph Bhore ?

The Honourable Bir Joseph Bhore: I have seen that interview in
the Staleaman.

Mr. B. Das: Will the Honourable Member kindly explain how it is
that the other day he said there were 66 tons of rice imported from Japan
and today he says it was 70 tons? Do the Japanese send rice in dribleta ?

The Henourable 8ir Joseph Bhore: What I said was that until the
81st October the im of Japanese rice amounted to 668 tons. In the
interval that import has been incrensed by four tons.
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Mr. S. 0. Mitra: Have the Government of Indin received: any représen-
tation from any of the Local Governments about this import of rice, as the
Finance Member received a report from the Burma Government on behalf
of the petroleum interest ? .

The Honourable Sir Jossph Bhore: I do not know what representation
my Honourable colleague has received from any Government, but T have
certainly received a representation irom, I thini, two Governments, Madras
and Burma.

Mr. B. Das: May I inquire if those four tons of rice were specially
sent to feed the Japanese Delegation at the tripartite conference ?

Mr. Preeident (The Honourable Sir Shanmukham Chetty): Order, order.

COMMUNALISM IN THE SUPERIOR SERVICES.

1213. *Sardar Sant Singh: Has the attention of Government been drawn
%o the article published in the issue of the Hindustan Times of the 4th
November, 1423, recarding communalism in the ruperiar services, &
cutting of -vhich has been sent bv me to the Department concerned? I
so, is the information given in it and the facts stated therein correct?

The Honourable 8ir Harry Haig: I have seen the article. I am not
at present in 2 position to make any statement in regard to the proposeals
that are under consideration.

DismrcTiOR BRTWEEN FIRST AND SE0OND CLaSS PriviLmexp Tioxwr
OrpER HOLDERS ON THE NORTH WESTERN RAmLway.

1214. *Sardar Sant Singh: (a) Is it o fact that persons holding Seegnd
Class Privileged Travelling Orders are. not allowed to travel by mail
trains on the North Western Railway? If so, why not?

(b) Is it a fact that holders of First Class Privileged Tra Orders
are allowed to travel by malil trains on the same Railway? If so, why ?

(¢) Do Government propose to issue instructions that there should be
no distinction between the two classes of Privileged Travelling Order
holders? If not, why not? , ' .

Mr. P. R. Rau: (a) No such restriction appears in the North Western
Railway pass rules.

(b) Yes.

(¢) Does not arise.

GrANT OF THIRD (CLASS PassES 70 RELIZVING AsSISTANT STATION MASTERG
AND OTHERS OK THR NoRTH WESTERN Rammway.

1215. *8ardar Sant Singh: («) Is it # fact that tke relieving staff on th
East Indian Rail iven i i e oamootors Cof
their pay? way are given intermediate class passes, irrespective of

(b) Is it a fact that on the North iﬁVestem Railway th
relieving Assistant Station Masters and others who arg give:rebh“i:l mclaa
passes? If so, why? '
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b . r - * - e ,d
~..3fy. P. R. Bau: (q) I am informed that it is only the relieving erical
staff who, in accordance with the pass rules -of the East Indian Railway,
are given Intermediate Class passes irrespective of pay.

(b) Under the pass rules of the North Western _Railway, all railway
staff drawing less thun Rs. 50 per mensem sare eligibie for third class
passes.

' Mr. Lalchand Navalral: May T know when these rules about passes
were made ?
¥

Mr. P. B. Rau: [ am afraid, Sir, I‘:do not knov&;.

RuLrzs apoUT TraNsFERS OF STATION MASTERS, GOODS CEERKS, ¥1C., ON THE
NorTH WESTEBN RAILWAY.

1216. *Bardar Bant Simgh: (s) Will Government please inform this
House whether there are any hard and fast rules about transfers of Station
Masters, Assistant Station Masters, Goods Clerks or Booking Clerks ?

(b) Is it a fact that on the North Western - Bailway: these men are
transferred simply on the reports of Traffic Inspestors, Police or dissatisfied
junior officers ?

(c) Is it & fact that Divisional Buperintendents of Divisions rarely make
enquiries into allegations made by officers mentioned in part (b)? It oo,
why ?

Mr. P. R. Rau: Government have no information but I have sent a
copy of the Honourable Member's question to the Agent, North Western
Railway, for any setion that may be considered desirable.

PosraL WORK DONE BY THE RaAmLway Starr o 1z Kalxka Snaa
RAILWAY.

1217. *Sardar Sant Singh: (a) Is it & fact that Government servants are
not permitted to do any private business or to serve anywhere else than in
their own Department ?

(b) If so, does the North Western Railway force its employees %o
do Postol w wk? If so, why?

(¢) Is it a fact that on the Kalka Simla Railway, Station Masters are
compelled to work under two masters—the Railway and the Postal ? Under
what ‘Act or Government Rules are Government servants forced to work
under two different Departments at one and the same time ?

Mr. P. R. Rau: {q) The Governinent Servants’ Conduct Rules provide
that ‘A Government servant mav not, without the previous sanction of

the Local Government, engage in any trade or undertake any emplovment,
other than his public duties’.

(b) and (c). The Agent, North Western Railway, reports that the Admin-
istration does not force any of its cmployees to do postal work. Station
Maasters of certain stations, including some statious on the Kalka-Simla
Ruilway, are permitted to do postal work in addition to their own duties
for a small r@muneration which is fixed in each case by the Postal Depart-
ment, on the understnnding that it does not interfere with their legitimate
duties. This arrangement has been in force for very many vears.
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Mr. Lalchand Navalrai: May I know if the rules prohibit even the giving
of privete tuition to certain students at home?

Mr. P. R. BRau: As I understand it, this is a general question relating
to all Government servants, and I suggest to my Honourable friend to
put it to the Home Department.

Mr. Lalchand Navalrai: May I know it from the Home Department
now ?

The Honourable Sir Harry Haig: Will the Honourable Member kindly
repeat the question?

> Mr. Lalchand Navalrai: There are certain rules which prohibit public
servants of the Railway Department from taking any service other than
the one to which they are attached. I am aslnng whetber a public servant
is also prohibited from taking up private tuition and teaching some
students privately on some remusneration.

The Homouwrable Sir Harry Haig: The question seems to be one of a
Lttle eomplexity and I would ask the Honourable Member to be kind
enough to put it down.

Mr. Gaya Prasad Singh: Is it not a wholesome rule that Government
servants should be prohibited from taking up private work except under
certain conditions and with the permission of the superior officers ?

The Honourable Sir Harry Haig. If the Honourable Member wants me
to explain the existing rules on the subject, I ehall be happy to do so if he
will put down a question and give me an opportunity of looking up the
rules.

GRANT oF Passzs T0 THE NORTH WESTERN Ramwway 8-rm ovae Forxiow
RATLWAYS. by

1218. *Sardar Sant Singh: (a) Is it a fact that on the North Western
Railwav officers are allowed twelve passes over forengn railways, whereas
subordinate get only one return journev pass? Why is there such a great
difference i:¢twrep the two?

(L) Tz it a fact that employees who are permanent residenta of foreign
lines are not given any concessions in connection with foreign line pasees ?
Is it a fact that many of these men do not use their local line passes even ?

(¢) Do th: Zirilway Board propose tc do somethin: to redress the dis-
eriminations ?

Mr. P. B. Rau: (a) and (). The issue of foreign line passes is regulatod
by the Indian Railway Conference Association's Rules for the interchange
of free passes which impose no restriction in the number of foreign line
passes for officers. The Railway Board, however, have restricted the total
number of home and foreign line passes for State Railway officers to 12,
and to subordinates—8 for second class passes and 68 for intermediate
and third class passes.

1 may add that the whole question of passes to railway servants is ab
present under consideration.
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(d) Employees of a railway are granted passes in accordanece with the
rules of the Railway on which they are employed. and their residence
of origin is not taken into account.

RypUsAL OF Laavz 10 THE CoxNTROLLERS OX THR NosTe Wasemms Rariway,
DzrLmx Drvisiow.

1219. *Bardar Sant Bingh: (q) Is it a fact that Controllers in the North
Western Ruilway. Delhi Division, do not get leave when applied for?

(b) Is it a fact that the amount of leave applied for is never granted,
even though due?

(¢) Is it & fact that these men ave recalled from leave invariably ?
(d) Is it & fact that there is no trouble about leave on other Divisions ?

(¢) Will Government kindly state whether the Divisicnal Superin-
tendent, Delhi, has considered the introduction of a system like that
foroe in the Mulan Division? If mot, why noé?

Mz. P, B. Bau: With your permission, Sir, I prepose $o reply 40 quessions
Nos. 1219 and 1220 together.
Government have no information, but 1 have sent a ecpy of the Hanour-

able Member's question to the Agent, North Westerm Railway, for any
action that he may consider necessary.

RercsaL or CasvalL LEavE T0 THE AssiSTANT CONTROLLERS STATIONED
AT SIMLa.
11220, *Sardar Sant Singh: (a) Is it & fact that Assistant OComtrollers
-stationed at Bimla cannot get’casual leave ?
(b) Ts it a fact that there is no one at hand to take their place ?
) so_)?h it a fact thet relieving men must come from the Control Office ab

(d) Is it » fact that very often men at Delhi are not available %0 reach
Simls in time to relieve the Controller there in cases of urpemcy?

(¢) Arc Govirnment prepared to comsider the question of posting a
‘Guard or an Assistant Station Master passed in Comtrol woxk 80 as to
utilise his services at short notice?

“QUARTERS ALLOTTED TO THE STAFY OF THB Divisioxalp SurExTEXDEWT'S
Orrnce AT Drimn.

122]. *Bardar Sant Singh: (a) Is it a fact that the Divisional Superin-
tendent’s office staff at Delhi are given quarters
nt's office s given q some four to five miles away
(b) Will Government plense state whether they are given any travelli
«or conveyance allowance to minimise their dificulties? If not, why not ?

(¢) Do Government e to help thei il .
conveyance nllovvances?pmpo'l P their Railway servants by special

Mr. P. R. Rau: (g) A few clerks have been permitted to occupy railway
<quarters in Paharganj and on the Hamilton Road. )

4For answer to thia q;e:u;;,:u T

= e e 19
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(b) and (c). No. Government do not cousider that there is any resson
for the grant of travelling, or conveyance alowance, as the clerks oecupy.
these quarters at their own option.

. ‘Re-EMPLOYMENT OF Two BENgAL ABTisTS IN THE IXDra Housg, LoxpoK.

1222. *Sir Cowasji Johmgir (a) Will Government be pleased to state
whether two Bengal artists have been re-employed for further work “at the
India House?

(b) Will Government be pleased to state what further work is contemplat-
ed at the India House and the number of new mural decorations that have
still to be painted ?

(¢) For wnat period are the above-mentxonsd two artists going to be
employed ?

(d) Has Government’s attention been drawn to the dissatistaction express-
ed in Bombay, both in the press and on the platform, at the continued
rafusdtogzvoBombtyarhshachmoetopuhclpateintheschemof
decoration at the India House ?

(¢) Do Government now propose to take steps to employ imnmediately
some Bombay artists for the decoration of the India House ?

The Honourable Sir Frank Noyce: (a) Yes.

(b) The work contemplated is the decoration of 837 square feet in the
oetagonal entrance hall.

(c) The artists were employed in May last, and are to complet.e the
work -during the current finaneial year.

(d) Yes.

(¢) No.- The two' artists returned to England at their own expense,

nd offéred to complete the original self-contained scheme of mural decq-
ration which was left unfinished in 1931-82 for financial reasons. The”
arrangemertt was sanctioned as it offered s specially favourable opportusity
of getting the work completed at a minimum of cost. There is no ques-
tlon at present of amploying more artists.

- 8tr Cowasfi Jehangir: \av I know from the Honourable Member who
chosc these artists to do this work in the first instsnce?

-

.The Honourable Sir Frank Woyce: They ivere vhosen after public com-
petxhon

.

Mr. K. O. Meogy: Is it not a fact that they were chosen by a repse-
sentative Committee which sat at Delhi and that it was quite an accident.
that »ll the artists chosen were Bengalis and that on the Committee
Bengal was not over-represented ? .

The Honourable Sir Frank Noyce: 1 know nothing about the composi-
tion of the Committee, but the facts stated in the first part of my Honour-
able friend’s question are entirely correct. .

Mr. H. P. Mody: What steps do Government propose to take to prevens
such accidents in future? ,
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. .Mr, K. 0. Neogy: I suppose Bombsy has o come up to the same Jevel
as Bengal in this matter, ¢

Sir Oowasji Jehangir: Will the Henourable Member state whether he
6r his Department will gtvc this matter serious considération when anether:

oppértunity arises?

The Honourable 8ir Frank Noyce: Sir, 1 should like to reassure my
Honourable friend by reading to him the views expressed by the late ngh
Commissioner for India on this subject in 1981. Sir Atul Chatterjee, wha
himself comes from the east of India, then said:

“I would desire to express the péersomal that when the mﬁuﬁ
stringency has béen allevisted, the Government lndn find it possible to
other parts of the India House to be decorated by other artists. The
present employed, al nlmdbvpnbhooompetmonmlndia—(cwto
I would draw the special attemtion of wmy Homourable jnesd)—tll come from
of India; and it appears but seemly that a building’ seryes India
should be adorned by artists from all parts of India. J;onmuulv There is
surfaces in India House which call. and have been suitably prepared. for
ration.”’

REL
Ezi&e

E J

- I need hardlv assure myv Honouruble friend that when the happy
comes that financial considerations permit of our proceeding with this
seheme of decoration, these views of the High Commissioner will. be-
mort carefully considered.

8ir Oowasfi Jehangir: How often have nrtlsts been sent for th:s decora--

tion work?

The Homourable Sir Frank Woyce: I am afraid T am not very
versant with the details of this case as nothing has happened since
over charge of the Department; but the reply which I have given
Honourable Member would seem to show that they have beemn
finish one self-contained scheme of mural decoration, presumsably th
the octagonal entrance hall.

3..
igrié

Sir Cowasfi Jehangir: Amlwundmtandhomthemswuglvenh
the Honourable Member that when these artists went back, they went bac
at their own cost without any further burden on the taxpayer?

The Honourable 8ir Frank NWoyce: T have said so: T should imagine
that thev went to England in search of work and the High Commissioner
found them there and took advantage of the opportimity to get this scheme
completed at the minimum cost to Government. No expeaditure on their
passnges either to England or back has heen incurred by the Government.

Diwan Bihadur A. Ramagwami Mudaliar: Is the Honourable Member
«aware that there are artists in Madras also, the Ravi Varma School of
Art, and that the artistic world is not divided between Bengal in the east
and Bombay in the west?
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The NMepouwrable Sir Frank Moyee: The Honowrable Member has no
need to remind me of the versatility of the provimee from which both he

and I come,

Mr. K. 0. Neogy; But does the Honourable Member know that the
‘Principal of the Andhra School of Painting is a Bengali and belongs to
the Bengal School of Art? .

The Honourable Sir Prank Noyce: I cannot but think that the rivalry
between the provinces which has been expressed this morning bodes well
for the artistic future of India.

Mr. K. 0. Neogy: )MMay I further know whether it is not a fact that
the Bombay artiets had a sufficient opportunity for the purpose of display-
ing their skil! in this particular line of aot in the dames of the Secretgrist
Buildings here?

The Monourable Sir Prank Woyos: It is a fact that Bombay artisls have
-decorated parts of the Secretariat.

Mr. K. O. Neogy: And was any objection raised on the floor of the
Hquse by any Bengali Member to thas?

Mr. C. 8, l::p Iyer: Will Government be pleased to communieate to
‘the High Commissioner in London the questions and amswers on thus

.question ?
The Honourable Sir Frank Noyce: I shall be very pleased to do so.

Dr. Ziauddin Abmad: May I also remind the Hogourable Member that
there are good artists in Upper India; and in order to have a good impres-
sion about Indian art on the British mind, it is desirable that art not only
of the east, the west and the soyth should be represented, but that the
‘worth should not be omitted? ’

*The Honourable Sir Prank NWoyce: It is becoming increasingly evident
¢hat when we are gble to go forwgrd with this scheme of decoration, we
shall bave plenty of talent fram which to choose.

Mr. K. O. Neogy: May I also remind the Government that both the
Principal of the Lahore School of Art and the Principal of the Lucknow
School of Art are Bengalis and belong to the Bengal School of Art?

Mr. B. Das: How does the Honourable Member account for the fact
that while Bengal produces artiste for mural painting and fresco painting,
Bengal has no archzological remains containing fresco paintings, while the
Bombay artists derive their inspiration from the Ajanta and Ellora caves?

2z, Pregident (The Hanourable 8ir Shanmukham Chetty): Order, order.



. THE INDIAN “KHADDAR'' (NAME PROTECTION) BILL. <
PreSENTATION OF THE REPORT OF THE SELEST GOMMISTEE.
~ M. o mgs gﬂgﬁ (Mugaflarpur cym Chwg:m Non-Mubaz-
madan): Sir, I “Pregent the He of the Belect Commiftee on
the Bill to 'pro'vidg for thegexirotécﬁ:?? P(:}rpth'e %ﬁmea *Khaddar” and
““Khadi'’ used as trade descriptions of cloth spun and woven by band in
India. ' (Cheers.) B : V

THE BESEBYE BANK OF INDIA BILL.

Mr, President (The Honourable Sir Shanmukbam Chetfy); The House
will now resume further consideration of the Reservs Bank of India Bill.

Pr. Ziauddin {United Provinces Southéern Divisions: Muham-
madan Rural):" 8ir,"} “will first, in one or two mingtes, remind the House
zdﬁ;e conclusions which I arrived at yesterday, and I will be very guick
about it as I wish to finish by 12 o'clock today. T said that the Opposi-
tion was suffering under three disadvantages: the dead weight of the
Council of State, the attitude of our Jeaders, and Sir, your absence from
the Opposition. 1 also said that those persons who believed that this
Reserve Bank ought to be free from political influence—it was their duty
to put down a very strong note of dissent against any interference either
op behalf of the Governor Gemeral in Council or on behalf of the Secretary
of State, because both of them were politics personified; and I hope that
on this occasion they will lose no opportunity in raising their voice and
ppotesting sgainst gny jpterference from any politician, either here or
gbroad. I said alsp shat this vountry did not want a nimboo-nichors
bank, but it really wanted s State Bank; and I gave five arguments in
fapour of a Stete Bank which I only partially developed yesterdsy and
which I leave to be developed on some other occasion.

My first agument in fgvour of a §tate Bank was that I believed thet
the entjre profit of the Bank must go to the taxpayers, and there should
he relief in the taxes pn accoupt of thip profit. My second argument was
that we must have Indisnisation of the service, apd it was our expetience
that Indignirgtion became more rapid in the case of State admimistresion
than it could be in the siate of Company administration, end, in proof
of that, T pave the case of the Indian railways; the Indianisation became
more rapid since 1924 as more companies were taken over by the State.
My third argument was that the Company. managed by these nimboo-
nichors was not’lik:& to help very freely the land mortgage banks and
the co-cperative banks. T do mot want to develop this argument. but
the gentlemen from my party will realise the attitude of th: millionaires
and the' attitude of the would-be Directors, shat they are always very
backward in promising any help to the poorer people on one ground or
epouﬁer. My fourth greument was that the taxpayers would have greater
confidence in the Lemplatyre thay in the Directors whom really they do not
elect. And the Jast argumant y?hich I did not develop and which I say
now is thap. in times of crisis, these Directors are not required. We all
know that whenever 8 fipancisl crigis comes, the Government in every

(W7 ) - »
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[Dr. Ziauddin Ahmad.}
country have to intervene, and, in normal times, - these Directors do
nothing: the work goes on smoothly managed by the Governor and his
deputies, and, therefore, these Directors are either superfluous or uselees.

Mt B. V. Jadhav (Bombay Central Division : Non-Muhammadan Rural) -
They pocket the fees!

Dr. Ziauddin Ahmad: As my Honourable friend reminds me, the one
practical thing that the Directors always do is that they pocket the fees
and rob the poor taxpayers. This really reminds me that these Directors
are not only mimboo-nichors, but they are also kafan khasots . . . . . .

An Honourable Member: What is that?

Dr. Ziauddin Ahmad: I will come to that later on. We are living in
abnormal times. The Honourable the Finance Member will bear me out
that every country in the world is passing through a financial crisis. May
T ask if this is the right time to launch this scheme of a Reserve Bank
for this country? The Government of most countries are now makipg an
attempt to interfere in the operation of their own central banks,, We
have got the example of Germany, America and of other countries in this
matter, and, therefore, I ask, whether it is right for us to entrust this
scheme in the hands of private bodies in such abnormal times.

Sir, I mentioned on the last occasion that there was a large fluid
capital at present in the world, and it has been estimated at about ten
million dollars. This fluid capital, which is called ready money, broke
down the currency of England, it broke down the currency of America,
and I fear, if you carry on the open market operations, our currency will
also break down, and all the gold we possess will disappear from our
country. These are very important considerations, and it is very desirable
that, when we launch this Reserve Bank, we should put it on a sound and
safe footing so that we may not lose through it the little amount of gold
that we have already got. I am afraid that, at the present moment, if
we begin to start a Company-managed Central Bank, we will be in very
great danger of losing money by these open markét transactions; our
exchange will suffer enormously, it will be a great burden on the stability
of exchange. and it is quite likely that the whole system may bre
down. Therefore, 8ir, I consider that it is highly important that we should
take very great precautions on this particular point

8ir, our position here is a very difficult one. I have drawn up a cartoon
in my note book, which, I am quite sure, Mr. Shankar will reproduce,
not in the year 1933, but probably at some later date . . . . . .

An Honourable Member: Why not place it on the table?

Dr. Ziauddin Ahmad: T have represented the taxpayers in the shape
of a bear, and it is tied by two ropes. One rope in the neck is held by
the Secretary of State and the other rope in him is held by nimboo-
nichors. Both these people are pulling tha poor bear who represents tha
taxpayers »f this countryv. Close by it is the Central Legislature which is
watching the whole thing with great excitement and trying in a great hurry
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to cut off the two ropes and save this bear from this double pull, but un-
fortunately there is the very strong cage of the Governor General and his -
discretion about it, and this Legislature cannot possibly move in spite of all
its efforts to help the poor taxpayers. Then, Bir, at a very long distance
there are two persons, Sir George Schuster and Sir Samuel Hoare, who
are watching the whole situation by means of binoculars and shouting with
acclamation ‘‘Well played’’. This is really the cartoon I have drawn up
of the whole situation, which, I hope, as F said before, will be depicted
by Mr. Shankar in one of the Indian papers at a later date, and that will
be the position of our taxpayers under the present Bill.

8ir, I do not propose to dwell at great length on the question of the
ratio, but I shall only briefly‘refer to it and say that the de-valuation
of it i8 absolutely essential for three reasons. In the first place, we
want to have a favourable balance of trade, secondly, we want to have
the movement of our wholesale prices in India quite in sympathy with
the movement of the wholesale price in England, and, thirdly, which is the
moset important of all, we want to raise the price levels of our agricultural
produce. For all these three things, I say that the lowering of the
exchange value is essential, it is a nei oondition, though T admit
it is not sufficient and there are several er things also to be taken
into acoount, but without the de-valuation of the ratio, T challenge the

Finapce Member to get up in his reply and tell me how he is going to
achieve them.

8ir, the next point I would like to take up and on which we on the
Opposition side feel strongly is the question of the help to be given to
land mortﬁe bapks as well as to co-operative banks. Now, Sir, 85 per
cent. of the population of India lives on land, and any bank, however
it may be constituted and in whatever way it may be managed, which
fails to give assistance to landed interests, I say, will not be fulfilling its
duty for the benefit of the country, but it will be functioning for the
benefit of a few capitalists. Therefore. we lay verv considerable stresa
that, from the very cutset, a special department ought to be provided
for giving assistance to land mortgage banks and to co-operstive banks,
and if T have tc choose between a Reserve Bank without a special depart-
ment for rurnl services and no reserve Bank, I would say without
besitation that a Reserve Bank without a special department to help
landed interests is not required in this country. The Honourmble the
Finance Member himself saw only two vears ago that the abpormal fall
in price level broke down the mcral finances and the whole financial
position of India became verv shaky. So much so, they had to appoint
Retrenchment Committees which are still ringing in our ears and which
Government are still using for their own benefit. They are making it

an excuse to turn out people whom they could not turn out under service
regulations. 1

Then, Sir. T shall come to a fresh point. and that is the gold and
sterling reservas. We do not want very high reserve for internal credit
if the Bank is to be managed by the State: if the bank is to be handed
to s few persons who will have confidence on those wimboo-nichors.
It will be very important tn realise that these nimboo-nichors should
have sufficient' money at thut oredit. Buppose I issue a pro-note for a
crore of rupees, it will be immediately dishonoured, becnuse 1 have got
no gold behind me. Therefore, 8Bir, it is very desirable that in the case
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of the Reserwe Bauk, # it 8 t0 he 8 Shareholders’ Baak at all, the
reperyes musy be substentially larger than they would be in the case of a
Sigte Bank, otherwise the people of -this country will got have much
confidegee ju the Bank. 8ir, 1 believe that the contidence of the people
of the gountzy i8 much more important than the confidence of people
cuisige, howewer much the importence of the latter nay be: 8o, in the
cpge of a private bank, reserves must be very much larger.

Then, Sir, the next poiné which I would like 40 emphasise is that even
ip the cage of a State Bapk, we shonld have our rescrves on a very awuch
bjgher leve] than in other countries of the world, and this dor three reasons.
In the first place, no country has got silver rupees in circulation in such
large quantities, and we all know that the rupee is nothing but a note
printed on silver, it is not worth sixteen annas, but it 1s ly worth

or seven annas, and, therefore, we want certain amount of gold reserves
far the large quantity of rypees which we have in cirewlation.

Then, Sir, the seoond abnormal thing 18, we have to remit about 70
million and odd sterling every vear to England, and it is not degjrpble
that we shonld continue tc pay them by raising gpecigl lcans in England.
We ought to have sufficient sterling security at our comnand so that we
may be able to meet our external obligations for one year if other things
fail, and I think it would be a sound policy tc have sterling securities to
the extent of our commitments of one year. Now, in order to determine
the exact ratio of our reserve, I would like {o give the ratio in other
oounum(;es. The ratio of gold to the paper cu'rengy‘in other coyniries is
as follows :— ’ '

England . . . . . . s . . . 444
Fragoce . . . . . . ’ . . . . B899
Belgium . . ’ . . . . . . 4-3
J.w . . . - . . . . . ’ 1"‘
8onth Africs . . . . . . 81-7

Therefore, for the reasons I have given, our ratio of gold to the paper
currency must be at a higher proportion than the average in the countries
I bave mentioned. I have calculsted these figures very carefully, which
for want of time I do not want to go into now—probsbly an cecasion will
come when I shall have to describe them in detail—and I have come to
the conclusion that we ought tc have at least 50 crores gold reserve ap
old parity. This is to oy mind the very minimum that we ought to
bave if we want to retaip the confidence not only of people abroad, but
of the people of this country, and to be anble to meet any emengency that
mav arisc. Then we should have sterling securities, and we will be op
the safe side if we have sterling securities worth £70 millions so that we
may be able to pay up our obligations under any unfavoursble circum-
stances. . Our reserves in rupees are very unhealthy and tbe amoupt
should be diminished.

The mext thing is the Imperial Bank. My Honcurable frignd, Mr.
B. Das, described the Imperial Bank as a human being and, on looking
into the dictiopary. 1 find that hyman beings are defined as rational
s«nimals. My iriend calls them rational animals. but from .my own ex-
perience T would like to call them howhing animals  But, apart from the
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rsonal question, I take my stand on the proposition that there should
5 no di:erxminatiou, ‘!‘hmy is the principle which we have seceptéd
everywhere, nnd 1 expect that this principle shontd be sdopted in ¢his
case also, 80 that there may be no discrimination beiween the Iraperial
Bank and any other bank, and I shall give my reasons when we come to
this particular clause.

The next point that I would emphasise is the period of this measure.
1 think that 25 years is rather too long a period. We do not kuow how
the world would move and we cannot give a trial for such a long period.
We have goi our own experience of the lust 25 yvears—what was the
ition of the currency about 25 years ago, what was the financial con-
itior of the whole wotld then—and we cannot foresee what will be the
wondition bfter 25 years. Things are changing so rapidly now-a-days that
aven ten yedfs is too lofig & pertod. 'Who can say that the position in 1960
would be the eirie as in 1983? Therefore, the maximum period that we
can allow for this Bill is about 10 vears on account of the abrormal flue-
tuations in the monetary position of the whole world.

The riext poinl I would like to emphasise is the question of free
tfansmission of money from one place to apother. We have been em-
phasisifig it fromn this side of the House, and 1 think alto the Finance
Membeér has been very loud in his spceches in saying that they are
providing banking fasilities in this coumtry. T welcome wvuch a statement,
bBut, mav I just ask, whether the discount on every cheque is provizion
of banking facilities, or is it just the reverse? If I have got momey in
one bank, and 1 write out a cheque for Re. 10 to be cashed at another
bank, I pay eight annas. The Imperial Bank charges on its own cheque
belonginyz to a different branch four annas per cent, with 8 minimum
of eight annas. This is the practice in the Imperial Bank which we are
going to patronise and which we are going to support at the eost of the
poor taxpayvars! Is it a banking facility? Several Honnurable Members
have banking experience of Europe. If I cash a cheque of the Imperial
Bank in England or on the continent, I get the full value of the cheque
at par or whatever it mayv be at the current rate of exchance; but here
in India I have to pay an abnormal discount which is really very high
for a country like India. Therefore, I think the time has come, if you
feally want to popularise banking facilities in this country, when these
transmissions should be free, and the Reserve Bapk should take t!ﬁs
opportunity and give the lead. Thuat is. they should remit money to théir
branches and scheduled hanks free of oost, and other banks will be
tempted to do these things likewise free of cost. And this is absolutely
neceesnry.

Theé next poifit is alsd a poifit which probibly will be raigad in creater
dctsll later on, and that 18 the powet to amend this Act. . This power is
one which’ we ought to kéep i our oWn hands. We here inay pass any
ldw on out own responsibility. but it is very unfair to bind our successors
to & particilar seurde of acHon ahd tell them that they caunot change
this Act without spetial resttietions. Whatever general restrictions may
eiiat for the changing of any law. they tdy he applicable aleo to this
particulut measure. blit it would be really wiong to mmpose special res-
tHetiond In resPédt of the Reserve Bank Act only. Then we would be
Placitg Bub Bubbestbtn ih & polition 3 Mandicdp. T bay. whatéver tules
14 Fogulatiohd bxitt in gotlert] fos the Améndiment of ‘whiv Act. the sAthe
vuléd and Yegulationd should &ppi¥ in the cibe bf the Afnepdiment of thi
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.Act algo, and we should be unfair to our successors if we say that special
-restrictions ought to be placed for its amendment.

Before I sit down, I just want tc remind Honourable Members that the
‘battle cry which they have now raised for the Reserve Bank is wrong.
Their cry is busineas bank free from political control. I appeal to them
that this battle cry should cease to exist, and that they should have a
new battle cry, and that should be a national bank free from political
control.- And this is the principle which we on the Qpposition stand for.
(Applause.) '

Mr. ¥. E. James (Madras: European): Sir, I find some difficulty in
succeeding so eloquent and expansive a speaker as my Honourable friend,
Dr. Ziauddin Ahmad, on whose speech I should like to congratulate him.
I think also we may congratulate the Members of the Select Committes,
both the majority and minority Mewmbers, on having produced an extremely
comprehensive and valuable report.

I do not stand here in any sense as an expert such as has been described
in Dr. Ziauddin Ahmad’s speech; perhaps I might describe myself ag the
average man, and in that sense I should like to maks a few observations
of a very general nature on the proposals which are now before us.

. I would, of course, maka it perfectly clear from the outset that we on
these Benches, belonging, if not to the largest, at least to by far the best
organised Party in the Houwse,—we on these Benches do not propose to
support the amendment of my Honourable friend, Mr. Sitaramaraju. We
are very anxious that the House should proceed at once with the discussion
.of the clauses of the Bill and with the amendments which have been
‘tabled to them. ’

There have been in the minds of many members of my community
doubts as to the advisability of attempting at a time of such uncertainty
as the present to establish such an important organism in a nation's
finance as a Reserve Bank. This difficulty is recognised in the Preamble
te the Bill. The expediency of thid measure is pointed out, but it is
qualified by a clavse which says: ‘

‘‘And whereas, in the present disorganisation of the monetary mystems of the world,
it is not possible to determine what will be suitable as a permanent basis for the Indian
manetary system.”’ .

I would emphasise that qualificetion, because that is really vital to a
‘consideration of this Bill. Yet we recognise the validity of the arguments
used by those who sponsor this Bill that the establishment of such an

organisation in thig country has been made a necessary prelude to faurther
political advance in the direction of Federation. We accept that. We
12 Noox believe that the Bank can be established. We believe that it

* can set in motion within a fairly reasonable time. We believe
that, perhaps, even in spite of the difficulties that at present exist,
it is good that such an establishment should be made now, so that when
the time does come to consider 8 permanent monetary standard for India
in consonance with n revised and reformed world standard, the Bank will
have had experience in many directions, not the least of which will, I hope,
be the smooth working of the personnel. I am not here going to touch
upon the difficult question of the ratio. Sufficient unto the day is the evil
thereof and I understand that we shall be arriving at somewhat heated
discussions on that subject in the course of the next few days. There is
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only one observation that I should like to make ‘in this cohnection and
that is that it is our genemsl opinion and I believe that opinion is shared
throughout that the one thing that every country in the world is looking
to today is stability. We are not prepared to suggest any action which
will in any sense affect whatever stability there is at present in the world
either in India or in those countries with which she is linked.

Now, 8ir, one of the most controversial points in the discussion of this
Bill is as to whether the Bank should be s Shareholders or a Sate-owned
Bank, and immediately we are taken into a sphere of quass-political contro-
versy between those who regard a capitalistic but controlled form of
orgunisation as essential and those who regard a purely State-controlled
organisation 8s essential. 1 do not propose to argue either system. For
the former it has been argued that a Shareholders’ Bank is free from
political control. It obtains a Directorate from an elected body not imme-
diately controlled by the State, but subject always ultimately to the control
of the State. For the latter, it is said that a national monetary policy
which uffects the very life of a country should be controlled by the State
and not by a group of capitalistic olders. I would remind the House
that one of the most successful central banking organisations in the world
is the Bank of England. It is a Shareholders’ Bank and, with it, we find
that most of the central banking systems in the world are Shareholders’
Banks. Experience appears to have proved, up to the present, that om
the whole and generally spesking they have functioned in a satisfactory
manner when manned by the proper personnel, and have reached a stage
of development in some countries where, what one might almost call,
‘*altruism in financial matters’’ has enabled them to stand up and criticise
their respective Governments and has made them also entirely immune
to the pleadings of the sharebolders in the matter of dividends. Of course
that latter consideration will not arise in the case of the organisation which
we are now contemplating, but I do suggest that it is of the utmost
importance to have in a State a great financial organisation of this kind
which is in a position from time to time to stand up to the Government
and say to the Government that it will not carry out the policy which
the Government desire to carry out in certasin matters. But, Sir, to my
own mind the controversy as to the question of a Shareholders’ Bank
or a State Bank is really at this stage not a very important one, because
1 do not think it really affects the main issue which 18 before us. TEvery
Central Bank, even if it is a SBhareholders’ Bank, must be subject to a
certain amount of regular Government supervigsion and must in the last
degree be capable of being entirely controlled by the State. In the event
of any great national emergency, the State must etep in, and sny Shere-
holders’ Bank under those conditions would ipso facto become a State Bank.

Now, Sir, two very important functions which are to be emplcyed by
the Reserve Bank are included in the object clauses which have been
slightly amended during the oourse of the sittings of the Select Committee.
These are open market operations and the bank rate. It hes been observed
in the working of many central institutions that the raising or the lowering
of the bank rate in itaself is not quickly enough effective in securing the
desired objective as the raising or the lowering of the bank rate coupled
with the intellient use of open market operations, although it does not
necessarily follow that open market operations mean an’e'teration in the
bank rate. Open market operations in themselves are simply the power
of the Reserve Bank to buy or sell securities and thus influence the money
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matket towarts @ fnbre stringent or more open credit policy by means of
tneresding or rédiing thé reserve of the Jomnt Stock Banks. One of tHe
primary objécts, thérefors, of the Réserve Bahk will be the encouragement
bf greater development in the money market and particularly the f in
of a healthy atifl active discount mbrket. To achieve this putpose, it wi
be necessary for some timb at amy rate, eWing to the fact that the money
insrkets of India are not so very well developed as ini the West, to give thé
Reserve Bdnk wide powers and not plaes too many restrictions on its
activities by laying down teserves which are too rigid. The exchange
standard is going to be sterling, but the reserves of the Bank must be
maintained in stipulateéd proportions of gold coin, gold bullion, securities
8f Etetlihg ttahdard couintries, rtipee toin and rupee paper. But certain
minima are prescribed for the holding of gold and there are certain
Yimitations bh thé @mount of rupee securities. I do not want to go into
this matter fully dt this stage, betause it is a technical point; but it may
be obsarved that possibly it is somewhat strange to stipulate & prescribed
qudntity of pold wuriless it is for sentimental reasons when ‘‘devisen’’ has
to play a inost important part in its exchange policy and this, coupled
with putting limits on the holding of rupee paper, may cramp the operations
of the Bank and prevent & degree of elasticity which would be desirable.
My own personal opinion, I do hot know if it is shared by otlier Members
of my Gtroup, is thdt the Bank should have as much liberty as possible in
ordet that its operi market policy may be really effective.

Then; Sir, there is another aspect of the Bill on which T would like to
make one or two observations and that is in connection with the scheduled
binks. I aml glad to observe that the Select Committee has made a
feduction in the amounts of the daily averages of demand and the daily
average of time liabilities which scheduled banks in India are to hold with
the Reserve Bank. That was & subject en which there was a very wide-
tpread feeling bn the part of the scheduled banks throughout the country
and I am glad that the Seleot Coinmittes has yielded to the expression of
that opinion. Then I notice there has been no very definite provision made,
dlthough the Finarice Member has Jéft the door open, for the inclusion
of indigenous bankers as scheduled banka. They may wield a power, in
8o far as credit is concerned, far in excess of that of many of the banks
included in the Schedule. I recognize the difficulty of including them
i bny particular form at the present moment. But I do hope that if, as
is probuble, some of thtse inligbnsus bahkets. many bf whom carry on &
perféctly gatisfactory busitiess, s tdtionslize themselves, amalgamate, and
tdke posssikion of svéh rederves ab might materially distarb the operstions
of the Reserve Bank even if the disturbance were local, there will be
some way of bringing them into the list of scheduled banks.

The Hondurable Sir @eirge Sciiusler (Finance Member): If shey
rationalize themselves ii the way suggestéd by my Homourable friend;
tliey will of course awfomdtically eome within thi list of scheduled banks.
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Sir Oowasji Jehangir (Bombay City: Non-Mubammadan Urban) :
What do you mean by *‘rationalize themselves’’?

Mr. ¥. E. Jumes: I am afraid I am not ih a position to make a lengthy
explanation of what I mean by ‘‘rationalize’’, but sutrely that cannot be
e strange antl new word to-my Honourable friend in the banking world.

 The second point in regard to scheduled banks is in regard to the point
which has been so ably made by my friend, Mr. Sitaramaraju, in connee-
tion with the rural credit movement, as I prefer to call it, rathet than the
o-operative movement, in connection with ite relation t0 the Reserve
ﬁank. Tt is quite possible, to my mind, looking to the future that & state
of affairs may arise in which the Reserve Bank will have to exercise, whether
it wishes to or not, some very definite and effective control over the rural
credit movement, and I think that the Reserve Bank ultimatelv will have
to have a far greater control over this inovement than through the meié
provigion in the Bill at present for pirchasing nine months’ agriciltural
bills bearing the signature of a provincial bank. I realize that this presenth
very great difficulties and I am not comniitted to suppotting the particiilar
proposals that are down on the order paper in the .hame, I think, of Mr.
Bitaramaraju; but I do sincerely hope that the Finanee Member will be able
to give us some assurance that this particular aspect will be given very
great attention by the Bank in the near future.

Now, there is one thing I should like to say in reference to what 1
consider to be a very statesinanlike purt of the speech made by my Honour-
eble friend, Mr. Mitra. If I understood it aright, my friend, Mr. Mitra,
sdid that he, for himself, would nut srupport those particulyr amendinents
which are put on the order paper requesting that there should be & statutory
provision for a definite percentage of shares and Directorates to be held by
Indian nationals. I should Like immediately to acknowledge with great
pleasure that statement of Mr. Mitrd, because, as long as that amendment
was down on the order paper, it would be natural for us to oppose that
amendment, as any such provision in the Statute would, to our mind, imply
some recognition of the principle of discrimination. 1 want to assure m
Honourable friends on the other side that, ns far a8 I am aware, there i
no single section of the European community that is anxious, even if it were
possible, to make a corner in the shares of the Reserve Bank or to get any

ponderant number of places on the Directorate of the Bank. All such
ga':n as those dre entirely groundless and I may poiht out that our re-
presentative on the Select Committee has not tabled any minute of dissent
to the suggestion that has been made that all European British subjects;
ordinarily tesident in Indih;, when they retire from this countty should
forfeit the right to hold the shares of the Reserve Bank. I hope that the
gesture which is made in that conriection will be equally reeiproeated by
other Members of the House and I do very much hope that my Honour-
able friend, Mr. Thampan, in whose hame certain amendments appear and
who comes from thé sarhe Presidendy As myself where the communities have
lved togother in a singularly bappy stmosphere, will fdHow the lead of
Mr. Mitra and not move those particular amendmehts.

. M. K. P: Thampén (West Cosst and Nilgiris: Non-Muhammadah Rural):
I am afraid, I sdhmot oblige my friend ahd shall havé to move them.

Mt. ¥. K. Jidhies: Thon ¥ ath dorry t6 44y that We shall havé to oppies
them in the way I have just indicated. )



2 LEGISLATIVE ABSEMBLY. [29ra Novr. 1988.

[Mr. F. E. James.]

Now, Sir, I have nothing further to say on the Bill at its present stage.
This is not the place in which detailed points should be made. They will
all come later. Fundamentally, the Bank will succeed.if, from its very
commencement, it rises above political considerations. It has a great work
to perform and there is no reason, in my opinion, why it should not be
able to accompligh that task. It should before very long be in a position
to assist in the expansion of a bill market in this country and the creation
of a much wider and more effective discount market which will all go
towards the adoption of a healthier and more widespread money market
interest, which in iteelf will lead towards a greater appreciation of the
advantages which a Reserve Bank can give to a nation.

There is only one other aspect on which I should like to close my speech
and that is an aspect of the whole question which I do not think has been
stressed. Naturally, Honourable Members on all sides of the House have
looked upon this measure as another indication of national progress, as
another step on the way to the consummation of their political hopes for
8 free, federated India—and I do not quarrel for one moment with that
ideal. But I lpok at the thing also from a wider point of view. I believe,
in spite of present tendencies, that there are signs even today—and certainly
those signs will increase in future—that central banking is mowing towards
a greater collaboration in the field of international finance. A great financier
has recently said:

‘It is horrible to contemplate the waste of wealth and retardation of progress which
it is fair to attr'bute already to the muddle and oonfusion and division of purpose
with which the Central Banks of the world have been afflighed since the Resolution
of the Geneva Conference of 1922

AT

That confusion of opinion and that divigion of purpose is not going to
be changed by changing your Central Banks from Shareholders’ Banks into
State Banks. In fact, in the present development of nationalism through-
out the world, if those Banks had been all State Banks, I am quite sure
that that division of purpose would have been even deeper and the con-
fusion of opinion would have been greater. It is the very fact that the
majority of those Banks are Shareholders’ Banks that has prevented the
world from going further into the morass in the realin of international finance
than it has gone today. I know I am open to the charge being levelled
at me by Honourable Members that the failure of the World Economic
Conference cannot lead anyone to assumse that there is likely to be a greater
and increasing collaboration in the world of international finance in the near
future. Yet I am not at all sure that even today there are not signs that
countries which have taken on themselves a policy of national reorganiza-
tion before everything else are beginning to realize that national reorgani-
gation and national expansion are all dependent ultimately on international
relations both in the economic and financial spheres. I think there is &
desire ap today on the part of the Central Banks towards a closer
co-opera in the matter of an international monetary standard and with
the establishment of that condition of affairs it might even be possible %o
envisage an International Bank controlling whatever standard the world
ultimately decides upon. My point is this. There is the tendency and here
is the opportunity of building in India an organisation which, I am eon-
vinced, when those days do come, and they will come soon, will play a
very worthy part in the direction of liberating international trsde .and
stabilising internationsal finance.
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U Ba Maung (Burnta: Non-European): Sir, I wish to speak a few words
with regard to the amendments e by the Joint Select Commitiee, but,
before 1 deal with the clauses of the Bill, I would like to say something
in favour of a State Bank rather than a Shareholders’ Bank. If I have to
spesk for my country, that is Burms, my arguments are not identical with
those of the previous speakers or as contained in the note of dissent by
gome Joint Select Committee members. With regard to the financial
condition of Burma at present, I am not ashamed to inform the House that
the people of Burma, I mean the Burmese people, have become the poorest
nation in the Indian Empire at the present moment on_sccount of the
unprecedented fall in the price of agricultural produce. Moreover, thou-
sands of acres of valuable land have gone into the hands of the money-
lenders, such as Chettiyars and other money-lending classes in Burma,
_and the cultivators are unable to raise at present any moncy exthe; from
Government or from money-lenders on the lands left with them. There-
fore, they have no surplus money mow, nor can they afford to purchase
shares in the Reserve Bank. Further, I can say with certainty thaf, were
a Reserve Bank established, as it proposed in the Bill, the shares allotted
to Burma can only be bought up moetly by non-Burmans. Thercfore, in
my humble opinion, a State Bank is more suitable to the conditions exist-
ing in Burma, and 1 would ask the Government to reconsider the opening
of a State Bank instead of a Shareholders’ Bank.

. I now come to the clauses of the Bill. 8ir, the first point I wish to
touch upon is the value of the shares and votes. I am grateful to the
members of the Joint Select Committee for bringing down the value of each
share from Rs. 5600 to Rs. 100, but, in the matter of exercising the vote,
1 prefer that each shareholder should have only one vote irrespective of the
number of shares held by him. But, as the Reserve Bank is a national
institution,—though constituted on & shareholders basis— and not a com-
‘mercial or profit-seeking concern, I consider that the application of these
principles will be greatly appreciated in Burma and will give the institution
a really democratic character.

~ The next point which I would like to touch upon is the question of
‘exchange ratio. If I have to tell the House frankly, I must say that
I am neither an expert nor have I studied the subject fully. But what 1
have learnt from various sources simce I arrived here is that the people
are crying for fixing the ratio at 16 pence, whereas in the newspapers, some
Associations and Chambers prefer the ratio to be below 16 pence. But I
do not like to suggest the fixation of any ratio, as Burma being an agri-
cultural country and not less than 90 per cent. of the Burmese population
being agriculturists, we in Burma require a rise in the prices of agricultural
produce at the present moment. Sir, it is admitted on all sides that the
‘present ratio has affected the agriculturist more than any other persons,
for the price of agricultural produee, such as paddy, which.is the main
crop of Burma, has fallen on an average by 50 per cent. or more. There-
fore, a rise in prices is the most urgently needed thing for the agriculturist
-and all those who are dependent on agriculture. It is no doubt true that
‘the de-valuation of the rupee will be followed by a rise in all kinds of
imported goods, thus increasing the general cost of living. A general rise
in the prices would not affect the agriculturiste adversely, if they could get
better prices for the commodities they produce. Therefore, I would ask
that the exchamge ratio may be fixed in such a manner that there should
be & rise in the price of agricultural produce during the depreesion. Sir,
lastly, T wish to emphasise the importance of the establishment of a rural
‘eredit department of the Bank, at.the same time as the Bank is established
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for the benefit of the agriculturiets inatead of leaving it to the Bank fo
repmét at a later date as provided elsewhere in the Bill. In my opinioti,
this department will be most beneficial tq the agricylturist when the Reserve
Bank is in existence, because no credit is aVaglable' at present to the
agriculturist in Burma ps stated hy me before. Therefore, 1 hope that
every Member will support the proposed amendmeiit to this effect.

~ Before I resuthe my seat, I wish to ask the Honourable the Finante
Member to enlighten me at the close of the debate as to the interpretation
of clanke 15, sub-clitse (1) where it says:

. “‘On the expiry of each smccessive period of twelve months after the nomination of
Directors under sub-section (3) two Directors shall be elected in_the manner provided
in section 9 unt’l all the Directors so nominated have been replaced by elected Directors
hold'ng office in accordance with section 8. The registers in respect of which the
election is to be held shall be selected by lot from among the registers still represented
by nominated Directors, and for the purposhs of such lot the Madras and Rangoon
registers shall be treated as if they comprised one register onmly.”

;;s»?*‘;:i;hat is all I have to say.

i -Bhai Parma Nand (Ambala Division: Non-Mubammadan): .Bir, it is
quite natural for Honourable Members on this side of the Mouse to look
upon every measure that emanates from the Government with suspicious
eyes. Similarly, when I came to attend this Session of the Assembly, I
also looked upon this Reserve Bank Bill with a great deal of prejudice. A
few days ago, we had a Party meeting, and I was inclined jusi to follow the
general impression which was expressed in certain quarters about

Bill. But, after going through some of the literature ghut has been sent to
us by certain Chambers from Calcutta and Bombay and after listening to
the speeches of thé Honourable Members who have taken part in the debate,
I feel that I am inclined to take a more impartial view.

One aspect that was considered very important and on which great stress
has been laid ever gince the time the Bill was introduced in Simla is the
constitutional side of it. It was in Bimla that we heard a lecture delivered
by the editor of a paper #rom Calcutta on this subject. Thus, I think, the
most important point of discussion or of controversy is whether the Bank
shoild be & Shareholders’ Bank or a State Bank. I am not very well
acquainted with finance and I do not claim to have got any definite
knowledge of banking operations, but this simple aspeet of thé Bill hes
appealed to me, because I think even as a layman I can form my opinion
on this subject. As I said, it is after hearing the debate and after going
through some literature about the Bill that I have come to hold the view
that has been expressed by my Honoursble friend, Mr. James, that this
point is not at dil material to the Bill and it is neither proper nor reasonable
fof ub to lay much stress on this point, that it should be a State Bank and
not a Sharepolders’ Bank. I can say without feat of contradiction that ¢0
fur I have met with no reason except some of the arguments that have been
sdvenced by Dr. Eiauddin Ahmad in favour of a State Bank, and I
my Honourable friend, the Doctor Behib, would excuse me if I have
coutage to smy that his arguments have not besn in any way convincing.
To say that the Bank, if it is a Shateholders’ Bank, would fall into the
hands of a few capitalists, and that the common takpaysr would suffer by
it and that, if if were s State Bank, the people weuld bé relieved of &
great burden, afe nothing b do sot think any of thesd
things is going tb bappen. wé cotivert it into & Btate

i
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Bank, what will happen? Does my Honoursble. friend, Pz. Ziayddin,
jeyp thay in that case g large majority of the pe ple,’o,f'lndg would
ave any influence or control over this Bank? Jven n that case, it wil}
be some experts and only those people who understand banking and who
are well versed in that lipe that shall control the operations of the Bgnk.
I ‘is quite immaterigl whether it is a Btate Bank or a 8hareholders’ Bank.
Again, I cagnot pnderstand how the people are 'gs tq :{ A
Shareholders’ Bank. So far as the ger:;imons of tlﬁ:esdill go, it deﬁl'!:lelly
declared that the dividend cannot ex a certaip fixed > e annuglly.
In that case, it is quite clear that the shkre!?ld?m! apo}’:legtgégtahng no
undue advantage from their shares and that the balance of the ap;pﬁps goes
to the relief of the taxpayer. Supposing it is not a Shareholders’ Bank,
what is the sliasmative left to the Rtate? The Bigie sball haxe to inyest
pll the capital, ynd that money myst come from soinephege. ¥he Govern-
mept shall have fo sel} stocks and, even in that ¢ase, the Government
must promise a certain amount of interest to those pgpp’le who buy the
stocks. Thus the position of the stockbuyers and the 'position of the
shareholders would be very mueh the same. In the other cage, as it has
been proposed in certasin smendments which ] see on the order paper,
G3overnment should take all the capital from the reyepue, I do not think
it is 8 feasible apd practical proposition. Government have got revenues
ead they are all aliotted to perticular purposes. Government thys cannob
bs expected to have any extra gmount of money to invest in this Bank.
On the other hand, in case of a Btate Bank, the people, as represented
by the shareholders, shall lose all interest even in the carrying in of the
a’iministmﬂon of the Bank. I do mot believe that the charge levelled by
my Honourable friend, Dr. Zisuddin Ahmad, to the shareholders’ represent-
atives, as being nimboe-nickors is true. If we can apply this expression
!ojw?;mihmmﬂy&fnyogmeadmipismﬁond‘ 8 Bank, then we
ean apply the same epithet to ull essional experts in every department,
such as the Railway Board, &o@nmg ' etqthe Finance
Departmens, and so on. In all departments, there only eertain
who control the administration, and because they have intelli and the
ability to control the departments we oannot say that they are mimboo-
nichors in other words, they are gaining a whole lot while doing no work
for the people. Whether it be a State Bank or a Shareholders’ Bank,
whether it is directly under Government control or under the control of an
elected Directorate, you might equally give it a bad name and call it
nimboo-nichors. It is a well known fact that it is only thoss persons
Tl ook son sy abjection to.a special sl of Pasple e weoeratars tons
I do not see any objection to a speci people who understand henk-
dag controlling the benking operations of this Bank. It is impossible to
gnkgg bmk dﬁ.mqarpuc ma_aeaouge@utavery body will have enatrol over
it. Teking this view that this Legislative Assembly shall have control over
the Bank, 1 should like to knew from Dr. Ziauddin Abmsd how this
Assemubly ean control the banking operstions and how can people who vote
for us have mare confidence in that Bank simply because this Assembly
have ¢ot power of ipterference in that Bank. Speaking for myself, 1 will not
be able to tuks any interest in the banking affairs and what reasons havo
oy voters to have more confidence in it if this Reserve Bank is placed
under the direct contro] of the State? ] see no difference at all between
$hese two copditions.

Dz, Zlanddin Akmad: May I just remind the Honourable Member that
the Assembly would not control the Bunk just as much as they are not
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governing India, but they can expose the mistakes of the Governor of the
Bank, and they will see that it is properly managed.

Bhai Parma Nand: I have not quite followed my Honourable friend,
because he was addressing the other side. Even if it is a Shareholders’
Bank, the Members of the Assembly have got every right to criticise it.

Dr. Ziauddin Ahmad: No, no.

Bhai Parma Rand: We have the right to criticise.

Dr. Zianddin Ahmad: No, you are signing your death warrant.
- “* Bhai Pafma Nand: No doubt our Party meetintghdeoided that we should

support the State Bank. But, then, after hearing the debate in this House,
my view is .

I do not see how a State Bank will be better than a Shareholders’ Bank.
Y#éu are so fond of democracy, and if you believe that people should have
power in all departments, why do you not allow this power to be handed
over to the shareholders who would feel directly interested in the bank and
why do you want to transfer all power to the State? Now, thepoint to
consider is, whether this Government will gp on 88 they are.” If the
Government are going on as they are, you have got no right to entrust
everything to this Government; but if vou believe that the Government will
undergo a change and the administration of the country will come in the
hands of the people, then surely the shareholders also are a of the
peopie and why should you object to letting this power of oa;ﬁror::me into
the hands of the shareholders ? Ofoouraetghereunbeanob’iecﬁonthattho
shareholders will be only a limited number. To meet this objection, it can be
said that although you call yourselves the representatives of the people,
it is only a very limited number of people who voted for you and thus you
represent the votes only of a small class. Similarly, if say, only 50 thou-
sand or a lakh have got shares and are interested in the management of
this institution, I do not see why we should not call it a democratic institu-
tion, based on a democratic bagis. The main point is only the nature of the
electorate. In one case you have an electorate that will be controlled by
the State and in the other case the shareholders form the electorate for the
Directors.

It may be said that the people in general would have very little interest.
But, similarly, it can be said, what interest have those people in the Assem-
bly who have not got voting qualification and why should you deprive tboty
of voting in your case on the ground that they have not got certain quali-
fications ? Similarly, I think that some sort of quslification is needed
those people who take an interest in the adminjstration of a bank.
must invest a certain amount in the purchase of shares. 1 do not see
good in entrusting the administration of a bank to people who are not able
to invest, say, even a hundred rupees in it. As I said before, the question
1s simply of the electorate and 1 would prefer thst this electorafe should
consist of those people who have the capacity to buy certain shares in the
Bank. In that case, I think, the basis of that institution would be more
democratic that it would be if the Bank is placed in the control of the
State. Our position is simply this. If the Finance Member had brought
forth a Btate Bank scheme, all of us would have shouted for a Shareholders’

Bank. (Leughter.)

-
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Now, my Honourable friend, Mr. Dss, is talking very highly of the old
Bill and confesses that reslly s great mistake was committed in those days
by people who were proud to bave defeated Government and got the old
Bill rejected. 8o, I say, that we should not look upon this measure with
suspicion, merely because it comes from the Government, but 'eonmdar it
on its merits. lgr Zisuddin’s remark was rather s hard reflection on cer-
tain classes, because they could buy shares and take an active interest in
the administration of the Bank. Dr, Zisuddin's arguments had failed
to convince me of the necessity or even preference of a State Bank. My
friend from Burma says that it should be a State Bapk, because the
Burmese are poor and they cannot buy shares. The argument simply
amounts to this that all poor men should advocate for a State Bank'a'nd
oppose a SBhareholders’ Bank, because there are others who are in a position
to buy shares. It would be a sentiment of jealousy for his own brothera
that would prompt him to say that they should not have any control over
the Bank, because he is unable to buy some shares. I do not want to dis-
cuss other technical points of this Bill and I leave them to the Honourable
Members who understand them better than myself. I have expressed my

view on this constitutional aspect of the Bill on which, I think, I had my
right to talk.

Diwan Bahadur A. Ramaswamu Mudaliar (Madras City: Non-Muham-
madan Urban): Mr. President, I wish at the very outset to say that the
Reserve Bank Bill which is now before the House i8 in my opinion the
most important piece of legislation that has ever come up before this
Legislative Assembly. It is important in more than one respect. It is
important, because many of us have felt during the last 10 or 12 years
that the functions of Government as manager of the currency have not
been properly discharged and that, if they were to be discharged to the
satisfaction of the country and in the interests of trade and commerce,
they could only be done by a neutral institution which is not subject—may
I say—to “‘political influences’’. I remember, Sir, in one of the Budget
speeches 1 said that I hoped thst a Reserve Bank would come into exist-
ence in a very short time, because that and that alone would remove the
inevitable suspicion that has attached itself to every Finance Member of
Government that there was some deep-laid plot, that some machinations
were .going on, so that the currency was managed in a particular way to
suit the budgetarv requirements of Government rather than the demands
of trade and commerce. There is another point of view, Mr. President,
from which T should welcome the passage of this Reserve Bank Bill.
Reference has already been made to the fact that the passage of the
Reserve Bank Bill and the establishmrent of a Reserve Bank is essential
to the politieal progress of the country. At the very first Session of the
Round Table Conference, it was made clear how close a connection existed
between the establishment of a proper Reserve Bank, free from all
political infloences. and the conferment of financial responsibility under
the new Constitution on this country. There are those who criticise the
new Constitution; there are those who hold up to ridicule the possibility
of this country getting any political advance at all through the new Con-
stitution; there are those who hava ridiculed such of the Indians as have
partsken in any of those Round Table Conferences. With that part of
the controversy I am not concerned at present; but I am concerned with
the fact that this measure will mark an effort on the part of this Assembly
at any rate to do what it can to expedite the date when self-government



ame LEGHATVE A005MMLS. [20r Nove. 1988.

{
(Riwan Babedpr A, Ramaswami Mudglisr.]

will be an assured tact for this oountry. That date may be long, very
fong; some of us are not able to have even a Pisgah sight &f the’ dats whan
we shall have that oeli-govemment ‘which will sdtisfy Indian public opinicn
in this country. But we in this House, by the passage of ‘a measurs of
this importance, would have done somethihg at {east as far as it lies in
our power to make it possible for the lishment of full responsible
gove%ument and that finaneial responslblhty without which no self-govern-
Iuent is possible in any country in this world. I am therefore glad that
we bave taken this step at the present moment, if it is not alteady be:
, and that we have resolved on the establishment of a Reserve Bank.

ut partial as I may be to Round Table Conferences and their decisiona,
obsessed as I may ‘be by the fact that some kind of Constitution is coming
fo the country which will g!ve ug far larger powers than we have at present,
optimistic a8 I may still be in spite of the agitation that has been
chrried on in England by the diehards and the diehard section of politicians
against the conferment of any decent amount of responsibility on this
country, I would still have no hesitatjon in rejecting this Bill if I were
gonvineed that its provisions were of so onmerous a kind that it would do
"greater harm to the country than good—I would not care for the respon-
sibility we might get under the new Constitution if any Member of this
House were to convince me that the provisions of this Bill were of so
restrictive a nature, that they were of such an onerous kind that the
passage of this Bill would be putting a mill-stone round the neck of the
Indian agriculturist, Indian trader and the Indian banker and that, irre-
speet:ve of consequences, we should be well advised in rejecting this

Mr. Lalchand Navalrai (Sind: Non-Muhammadan Rural) But you have
sent in many smendments here!’

mnm&mmum I should, therefore, like to
and msjor criticisms that have been advanced against
mmurel::?&o try and satisfy myself, even if I do not have the
goodfortnneo satufymgmywllea@esonthmmdeoftheﬂow that
there is not much in those objections. Let me tske the major issug that
has been raised. The one issue that has dominsted the controversy with
reference to the Reserve Bank, both in the year 1927 and under the present
scheme is the issue whether it should be a State Bank or a Sharcholders’
‘B::k. Now, in approaching this issue, we have to clear our minds of
damental idess with reference to phrases. What do we mean by a
Sharehalders’ Bapk, and what even more do we mean exactly by a State
Bank? If by a State Bank is meant that the entire operations of the
Bank should be in ibe hynds of the State. that the discount policy should
be in the hands of the State, that the control of the reserves should be
in the hands of the State, that the note issue should be in the bands of the
State, that the halances of the various commercial banks should be in the
hands of the Stete, then I can understand that as a Stete Bank. But,
does anv Honourable Member suggest that that is what is intended 3¢
meant by a Sisgs Bank? Does any Honoursble Member suggest that n
State Bank merely means an appendage to the State Departinents, that
its}muldbeonedﬂ\eDepamaentunltheﬂovmtdlndm to work
this very cumpli~ajed rmachinesy by which trade and commerce io financed,
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¥by which the note 1ssue is regulated and by which the volume of intern.
-and external trade i¢ regulated? I Hagve listened very patiently during
.thé last two dsys to speéches rmade by every Member of this House: I
*have sat through all the long weary hours of thie debate and I have tried
to understand what is meant exactly by a State Bank. None of the Hon-
-ourable Members, who are champions of the idea, have so far expldined
the theaning of a State Bank; and. us they used the word, various inter-
ruptions here and there gave me the cue to what was exactly working in
their minds. One Honourable Member suggested that, if it was a Share-
mildérs’ Buttk, thi¢ House would have no control or pdwers of criticism,
that there would be no opportunity whereby this House could time and
again interpellate or move Resolutions and take the Bank’s activities into
-dohsideration, and interferé, miy J say, in the day to day transactions of
the Bank. T venture to think that under no constitution of any central
‘bank in the whole world, excépt perhaps ohe, to which I shall refer later,
has this idea béen ever approved. W;:at i8 meant by a State Bank ix
-entirely diffetenit from the ides that is entertained in the minds of many
Honourable Members. The position is simply this: in a State Bank the
capital is found by the State; in & Shareholders’ Bank the capital is sub-
scribeéd by the shareholders; but, apart from that, both in State Banks
and in Shareholders’ Banks I lay it dawn as s proposition which is nol:
-cépdble of very sericus dispute, thaf the influence of the executive an
the influence of the Legidlature is kept out of the pags of the activi-
ties of both kinds of these banks. thstisnﬂﬁ:g:nthenfthinkthere
will be very little dificulty in understanding what is meant by a State
Ban¥ and whit is meant by a Shareholders’ Bank; and people will be
able to eppreciate mote clanﬂ%g? some of us think that a Shareholders’
Bank is better than a Btate B& I entirely agree with the statement
miéde by miy respected friend, Bhai Parms Nand, whose constructive cri-
‘tioisrn 1 weloome on the floor of the House and whoge honest change of
opinion is & subject oh which we miay well dongratulate him: we are all
stubject to discipline of parties dnd I should deprecate any, loosening of
party tiés, beesiise that is the only way how an opposition could function,
-but T think partiés must give room for honest differences of opinion . . . .

My, Amar Wit Dt (Burdwan Division: Non-Muhammadan, Rural):
May 1 interverie and ?om gt that theré was no Party decision on this
natter? There was only an informial meeting of four members of the Party,

Diwan Bahadur A. Rimaswami Mudalist: T am averse to having a
peep into the domestic amenities of the Nationalist Party. . As 1 was
saving, | entirelv approve of what my Honourable friend, Bhai Parma
Nand, haa said that in a Shareholders’ Bank there is a ter amount of
defiocratic control than ean possibly exist in a State Bank; and T am
prepafed to prove i1f. The minority of this report have very strougly indi-
-cated their preference for a State Bank as against a Sharcholders Bank.

1 have already paid that the question is really not whether the control will
be grester by this Legislature or by the executive, becgusq it 15 . State
Bank. The question is really %nc whether thof mﬁat is pmv‘d:g‘tby ;1;3
State or by the Sharghalders. You sre aware o controversy that rn
m«kmwm?lﬁm It Js perfechly true that Sir Bedil Blackest
was prepared to support the iden of a State Bank: but let us take th:
whole proposition together: the question of State Bank or Shareholgers

[
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Bank is intimately connected, as you know, with the question of the
management of the Bank, with the question of the constitution of the
Directorate, and all that Sir Basil Blackett said from his place as Chan--

cellor of the Exchequer of the Indian (Government was that he was pre--
pared to accept the positior that there should be s State Bank provided a.
satisfactory arrangement could be arrived at regarding the board of man-

agement, regarding the method by which Directors can be chosen; if that
could be assured, if Directors could be chosen who would not be subject
to political influence or who would not control the Bask from political
motives, then he was prepured to accept a State Bank. It is very &
to take it away from the context and to suggest that Sir Basil Blackett
was in favour of a State Bank and, therefore, it is8 ununderstandable why
Sir George Schuster should be so wholeheartedly in favour of a Share-
holders Bank. Now, if the question of a State Bank is irrevocably and
inextricably connected with the question of how the Directorate is formed
and how tie board of management is formed, then the.position becomes
much clearer. Let me take the minority report. Reference has been
made to the Central Benking Inquiry Committee’'s report, and it = wae
suggested that that Committee unanimously recommended s State Bank in
preference to a Shareholders’ Bank. 1 venture to submit with great
diffidence that that is misreading the report of the Central Banking Inquiry
Committee. May I read a sentence from that report to oonvince Honour-
able Members that this issue was not before the Committee, that it was
specifically ruled out by the President of that Committee and that, there-
fore, there was no discussion at all on the question whether the Bank
should be a State Bank or a Shareholders Bank; and, what is more im-
portant. they recognise, as I have tried to explain,. that the question - of
the composition of the Directorate was inextricably connected with this
question, and the President again ruled out any discussion as regards the
composition of the Directorate. Tf the members of that Committee had.
tackled these two questions together, if they had taken into consideration
not merely the question whether the Sh.te should find the capital, but
also the question as to how the Directorate should be nominated or should
be formed for the functioning of this Bank, then I venture to think that
members of the Committee individually would have broken - sgainss :g¢he
veryrockonwhxchthmmuebrokewhnﬂ;eBuqrveBankBﬂloi1937
was brought before this Assembly by Sir Basil Blackett:

“In view of various comsiderstions memtioned abowe”, ..
says the Committee's report:

. it was ruled by our Chsirman that it was for the framers of the comstitution

awd.-umwduunwmmm'mw M“
:;:uldf be on & sure foundation and free from any v:vlitic.l inﬂm,“ “; nlod
o &m )

—and this is the e to which I t
attention of the passag want very respectfully to draw the

“’hvonrcmiuee oun that point, namely, whether the Bank should
hAMMa’n Bhnhdden?«knd guou -boullboﬂn eonpwﬁm‘of its.
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Now, Bir, when these two things are ruled out of discussion, I .ask gny
Honourable Member of this House to tell me what support he
1 2% can derive from the Report of the Central ~Banking Inquiry.
Committee, unanimous though it would be on this point as regards thes
question now at issue whether the Bank should be g S8tate Bank or a
SBhareholders’ Bank and what the nature of the Directorate should be.
which will manage this Bank . . . .

. .Dz. Zisuddin Ahmad: May 1 ask the Honourable Member, Sir, to read
the passage further from that paragraph where they say:' ‘“We'
upanimously agree’’; will he be good enough to read it out? Because it
is misleading the House if you quote only part of a passage and leave out
the rest of it where it is clearly stated :: ‘ "
. YW i to proceed on the following assamption :—The Reserve

- mmmbilemy mptAct of the Legidature, m&oB?nkmwoum ‘be 3un.der

Diwan Bahadur A. Ramaswami Mudaliar: Sir, it is an irony of fate
that a colleague of mine and a respected member of my Party should
roise this point and should bé cheered by Members who are not memnlers
of my Party . . . ’ N p
- An Honourable Member: Why stick to members of your Party. We
are all Members of the Legislature. e

* The Honourable Sir George Schuster: May I just re-inforce what my
friend, Diwan Bahadur Mudaliar, said The Central Banking Inquiry
Committee was not set up to consider this question at all as to what the
form of the Central Bank or Reserve Bank should be and for my friend.
Dr. Zisuddin Ahmad, to quote o passage where thev agree to proceed orn
cerfam sssumptions as implying that they made certain unanimous recom-
mendations is, I must point out to the House, entirely misleading. -

. Diwaa Bahatur A. Ramaswami Mudalisr: If my friend, Dr. Zisuddin
Ahmad, had only waited for a little while with eozlo patience, hz;‘would
have seen that I would have read the following passage,—in fact 1 am
going to rely on it; T will build up my argument on the next passage, and
I was not going to rely so much on the passage I have just read. It was
only to refute the clamn made by certain Members of this House that the
members of the Banking Inquiry Committee unanimously supported a
8hareholders’ Bank that T read out that passage. I am not going to
leave out & single sentence or a single extract which will be of any use for
the consideration of this very vital question by any. Member of this Honse,
and, if T do it, it will be by sheer inadvertence and not by design.

‘Now, Sir, the very next sentence that my friend read oub “thi
The Banking Tnquiry Committee made some assumptions. -M';:cﬂ:;
mean that they were the decisions of the Committee, that does not mean
that they were the opinions of the Committee. But let us look into the
assumptions themselves:

*“The capital of the Bank would be provided by the State.”

As T said, that does not make it a State Bank.

Now, read the next asswmption ::

“The Bauk should be under Tndimn control*
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- .Nobody is going to dispute it. I am going to come to that subject a
little later in my argument. Then read the next assumption, and this,
my friend has not yet read to the House:

‘“The Bank would be free from interference from the executive or lgislative, Indixn
or British, in its day to day administration.”

My friend, in reply to Bhai Parma Nand, said that by some mysterious
mystical process if it were g State Bank this House would have control
over the administration of the Bank, it could ask questions, it could take
the Bank's Directors to task from time to time, but that, if it were &
Shareholders’ Bank all these great vast powers given to the elected
Members of this Legislature would disappear and the 385 millions of
agriculturists and non-agriculturiste would have no voice. I ask my
friend to note this assumption :

*The Bank would be free from executive control or from legislative coamtrol.’

Does that mean that a State Bank gives greater rights than a Share-
holders’ Bank? There are some fundamental assumptions which have to
be made in connection with the consideration of any Statute regulating
a Central Bank, and the Banking Inquiry Committee unanimously,
composed as it was of business men and banking experts and othess,—and
you, Sir, were a very honoured member of that Committee,.—and very
rightly, came to the conclusion that that was the sort of political influence
which was deprecated all over the world, that was the sort of palitical
mfluemnce which could not be usged in the administration of a Central Bank.
The minority has not teken note of this fundamental basis for the forma-
ticn of » Reserve Bank. If that assumption alone is to hold good and not
the others, then. I ask, what is the foundation for the greas argument thet
has been built up in favour of a State Bank? If the executive and the
legisisture cammot have any voice in this matter, if the Bank is to be free
from interferemce in the management of its dav to day affairs, whether it
be from the executive or from the legislature, I ask Honouzable Members,
who accept that assumption, the unanimous assumption of the Central
Banking Inguirv Committee, how thev are going to get greater control
over a State Bank than under g Shareholders’ Bank? 8ir, I propose #o
prove that they will have on the contrary less control over a State Bank
than they will have under g Shareholders’ Bank. I say that it is nnder
a Bhareholders’ Bank that democracy will be natisfied, and that under a
State Bank democracy will not be satisfied, because there you will Hava a
eertain sct of Directors who will be uncontrolled from above and um-
hampered by criticism from below, men who will satisfy, to quote the
elegant phrase of myv Honourable friend,—I shall not use it myseclf,—men

who will satisfv that description more than the Directors elected by
responsgible shareholdprs.

Now, 8ir, let us see the reactions of the Minority Report with reference
to the prineiple, T ssy the absolute principle, that has been laid down in
the third assumption of the Central Banking Inquirv Committee, that
whatever Bank is established. whether the capital is given by the State
or mot, the Bank should be free, in its dav to dav ndministration, from
‘nterference by the executbive or the Tiegithture. 8ir, T have very great
respect for mv friends of the Minority- Report’ and’ particulatt for mv
friend, Mr. Vidya Sagar Pandyva, whose knowledge of the commrercial and
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banking world I cannot emulgte evey if I studied the subjees for the next
20 years,—my friends of thmﬁo:gy'}%prﬂ say that they laid down fiys
“ﬁmtzelrgt;meuta in favour'of 4 Btate Bank. ‘{ will refer to arguments
Nos. 2 and 5: o R i

" h * . . -
‘m'_gqg ,BW gm:' v_glin:{!nyu command greater eonﬁdenc:: in & country like Indis

I suggest, Bir, that that is begging the question. Unless you are able
to show what the nature of the managemént of that Bank is and how that
will give greater confidemce to the country than g Shareholders’ Bank, I
suggest that it is no argument at all. Supposing you put forward the sug-
gestion that was put forward on the last occasion that various Directors
should be elected by the Central Legislature and the Provincial Legis-
latures from amongst their Members, that there should he a certain
number elected by the Federabed €hambers®and the’ Associated Chamber
of Commerce, and so on, is it suggested that the country will have greater
confidence in & Bank composed as is suggested than in a Bank whose
Directors are electéd by the shareholders? : o

An Honoursbhly Member: Why not?

Diwan Bahadur A. Ramagswami Mudaliar: Always remembering that
once the Members are elected, they are like loose kites flying without smy
strings attached to them, uncontrolled and uneontroliable, having no
responsibility o this House, not being able to be criticised for the day to
dey administration of their affsirs by this House, by this House, by the
exseutive, sither by Resolutions or by interpellations or by any othet
means. Therefore, 8ir, I venture %o think that that does not carry us

" Now, let us look at the ffth argument which clearly shows what was

“In the case of a private bank, there will be no machinery to demand aad eaforcs
mdlndiminthooﬂouinmbouﬁm‘nd-_;hnmbmﬁ_n
m!nmmwhdinium.n.pqucy,ml').odmvglyn!mod,uq

évident from the experisnce of the rsilway istration.

Now, Bir, how is this very desirable object to be achieved? A fortion
by hypotbesis yuu say you 3&11 pot interfere in the administration onoe
‘Managing Directors have been elected by this House. Then what
ontrol can this House have over the question of Indianisation once thesa
mc.foﬂ are elected? What control can T have over the two representa-
\iveu represented from the Associsted Chambers of Commerce? What con-
trol can 1 have even over the Indianised Indians who will be the represen-
tatives of the Federated Chambers of Commerce of India? T ask, again,
it this is the idea you have in view, do not vote for a Reserve Bank,
the Government to carry on its operations as at present. Then you can
ask, how many Indians have been employed in the currency offices, then
you can ask, why a certain Indisu was not appointed as a Currency Officer
in a certain office, why a European officer was appointed in a certain ;?laee-
nd not an Indian. You can in this way w8k & number of questions.
g\g. il you onde say that a Resorve Bank should be created. if you once

\ ; k should come into existence, that it ehould be
%ﬂﬁﬁ.‘ y: ::h‘t;m‘ Mr{eo??hn Legislature, then, I say, it ‘ollows as the
E’m. “night wa cennot have any qontrol qver the question of
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Indianisation or any allied subject whatsoever. Now, Bir, what is the
experience of other countries? Australia and Sweden have been cited in
the Minute of Dissent of my colleagues of the Joint Committee. I will
come to the case of Australia and Sweden, but I venture to state with some
confidence that the opinion of the majority of the national countries all
over the world has been in favour of a Shareholders’ Bank, that parti-
cularly after the War Reserve Banks have been established in various
countries and the principle has been accepted that a Sharholders’ Bank
is the best in those coumtries.

An Honourable Member: Are the conditions the same in India?

Diwan Bahadur A. Ramaswami Mudaliar: I see some Members are
‘inclined to doubt my statement. I would like to give them a list of the
Reserve Banks in various countries and show them what are the countries
that have Shareholders’ Banks and what are the countriee that have Btate
Banks in the limited sense in which I have used the word, namely, Btate
Banks whose capital is supplied by the State. In Austris, the Reserve
Bank has been established, thanks largely to the intervention of the League
‘of Nations, since the War, which is s Shareholders’ Bank. ' The Belgium
Bank is a Shareholders’ Bank. The Bank of Czecho-Slovakia, a bank
again which has been established since the War, is a Shareholders’ Bank:
Denmark, Esthonia, France, England, Germany, Greece, Hungary, Italy.
Japan, Lithuania, the Netherlande, Poland, Portugsl, Roumanis, Bouth
Africa, Switzerland, the United States, and Peru in all these countries
you will find that it is a Shareholders’ Bank that has been established as s
Beserve Bank. I have literally surveyed from China to Peru, and you
will find that there are a number of Legislatures which have considered
that the highest wisdom with reference to this particular phase of mone-
tary policy consiste in the establishment of a Reserve Bank based on a
shareholders’ basis.

Let me now come to those few countries where the State Bank in the
loose sense in which I have used the word—8tate Bank where the capital
is supplied by the State—is established. I have tried to do research work
a8 much as possible in this connection; and I think every Member of this
House should be thenkful for at least one author who hae placed us in
a position to do 8o, I mean Sir Cecil Kisch. The name of 8ir Cecil Kisch
has been mentioned in many connections in the House, but I think even in
1927 when the Blackett Bill was under discussion the information at the
disposal of the Members would have been much greater if only a book
like Kisch and Elkin’s ‘“‘Central Banks'’ had been then in existence.

Mr. Vidya Bagar Pandya (Madras: Indian Commerce): It was. The
first edition appearad in 1928.

Diwan Bahadur A. Ramaswami Mudaliar: Wher the Bill was under
discussion ? A great amount of pains had to be taken by individual Mem-
bers of the House in hunting up the Reserve Bank Statutes. The
of the House—well, T do not want to make any reflections about it, but
do not think it is all that is desired or desirable, and I remember one
passage a very telling passage from the speech of Pandit Madan Mohan
Malaviya where he complained of the amount of trouble that had to be taken
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‘by himself and other Members of the House in trying to soquaint them-
selves with the constitution of some of these Reserve Banks. I, therefore,
have great pleasure in acknowledging an indebtedness to the learned
-authors.

Mr. President (The Honourable Sir Shanmukham Chetty): The Honour-
able Member can resume his speech after Lunch.

The Assembly tuen adjourned for Lunch till Half Past Two of the
Clock.

The Assembly re-assembled after Lunch at Half Past Two of the Clock,
Mr. President (The Honourable Sir Shaunmukham Chetty) in the Chair.

Diwan Bahadur A. Ramaswami Mudaliar: Mr. President, when the
House rose, 1 was trying to point out that the experienc: of most countries
-of the world has proved the desirability of establishing Reserve Banks on
the basis of a Shareholders’ Bank and not a Bank whose capital was found
by the State. The Minority Report refers to two countries specifically
and derives ite argument based cn the experience of those two countries.
They are Australia and Sweden. Opne common caulion which has beem
addressed to students of the constitution of Reserve Banks and which I
should like to repeat is this, that beyond the constitution the functivning
-of the Reserve Bank may vary, that the oonstitution should not be lite-
rally interpreted and that practices grow up in the banking world which
perhaps have no relation to the exact textusl wording of the conmstitution
and that Reserve Bank Statutes have to be interpreted se far as their
functioning and actual day to day practice is concerned by the habits
that have grown up, by the traditions that have been established, rather
than by the bare letter of the Statute. With that eaution, 1 sbould like
to invite the attention of the House to the actual position with reference
to Australin and try to see how far the Australian Bank is a State Bank.
As 1 said, the capital of the Bank has been provided by the State.
Students of the history of the development of the Commonwealth Bank
of Australia know that it was estahlished in 1911, that during the period
of the War it did great service to the State in helping it to float wvarious
war loans, that it built up a large reserve, and when the question of
<converting it into a Reserve Bank was taken up in 1924, it was found
that the reserves were so far grown up that very little more from the
State was necessary to add to the capital of the Bank. Four millions -
-of pounds were in reserve and the State contributed six millions more and
established it on the basis of a capital of ten millions.

Now, as I have been repeatedly trying to urge on this House, the real
i:ue is the quen;.:o.n b:: the management 't:rfdthe t.ganGko Let 1:; se;e how
‘the management n arranged. Ir Australia, the Governor, the ty
‘Governor and the Directors are all appointed by the Governor Genenru for
s period of seven years and are eligible for reappointment. The Governor
‘General there, of 'vourse, means the Governor General acting on the advice
-of the Ministry of the day. I do not want to make any secret of that.
‘You cannot, therefore, infer from the phrase Governor General that it is an
absolute discretion on the part of the Governor General of Australia to
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‘n inate"any ‘persont ‘he’likes.” ‘1t'is the Ministry ot the day that appoints
: $é"Dirdetors gﬁ& ‘the’ Mahaging Governors and the Depﬁﬁy Govlgnors
ﬁ'nviﬂg appointed them, what hippers? The policy of the Bank is ‘hunded
over exclusively to the Board which has also complete authonty over the note
issue, subject only to exceptional powers being vested in the Government
to intervene in cases of crisis. That is the extent to which authority has
been retained by the State and, if Honourable Members will turn to the
Bill and to section 30 of it, t.hey will find a similar provision embodied in
the measure now under consideration by the House:

““If, in the opinion of the Governor General in Council, the Bank fails to carry out
any of the obligations imposed on it by or under this Act. he m:y, by notification in
the Gasette of India, declare the Central Board to be su| thereafter the
general superintendence and direction of the affairs of the Bank 'bnll be entrusted
to such agency as the Governor (feneral in Council may determine, and such agency
may exercise the powers and do all acts and things which may be exercised or done:
by the Central Board under this Act.”

To that extent, li;herefore, there does not sgem to be any difference
between the power of the State to fntervene in the Btate Bank in Australia
‘8nd the power of the Btate to intervene in a Shareholders Bank, under the

measure 8o far as India is concerned. Let us see what further
“rélations there are between the Auvstraian Commonwealth Baunk, the Reserve
Bank of Australia and the State. The msgechon and audit half yearl bv
thé Auditor' General of the Cormmonwealth is made comp T
the analogous provision under this Aet, Honourable Members find thst.
under seetion 81 there is an option on the part of the Govemment to have
&n’ inspection and sudit by the Auditor General of Indis. I do not know
vhet;her my friends, who want greater State control, would propose that
this optional audit of the Auditor General under section 51 should be made
oompulsory. Tf 8o, I shall be with them and suppart such a mpotd but
-1 do not think it is absolutely necessury and the audit, pmvuzad
this Act with the exoephonal power at rare intervals to intervene on behnlf
- of the Governor General in Council through the Auditor General, should
, prove sufficient for all practical purposes. The next provision that deals.
mﬁhthemhtwnotthaﬂhteuthatthereguhhommndabythew
should be subject to the approval of the Treasurer, the Treasurer being
one of the members to ghe Board of the Government of Australia,
‘s Btate official, probably the Financial . Now, if Honounble»
Megbers turn to section §7 of the Bill, they will find that equally rigorous
provpnonshave been applied in this measure:
wit v in:
oDl SIS0 B s 2 e Grren Sl
mA;wumemthmof giving effect to the provisiems-

and lastly the State is guthorised to give loans to the Treasury as the
Reserve Bank is authorised to do under this Bill, and finally the liability
of the State for all debts of the Bank is established by the Act. Therefore,
with reference to the 8tate Bank in Australia, thefe are no more reltnohve

this Bill. The Stste has not e larger amount of control over the
Australian Bank even though ‘Btete funds have gone to build up the
capital than they are under the present Reserve Bank. I have ths
e other countries which have State Banks in the restrictive tertn of the
#on‘lml"inlond.bcﬂt,ﬂorny. Sweden. Iohdllea#eﬂnetwom

o>
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they can have them, but I do not thigk it really affects the purpose of my
argﬂment. In one of the Stabtes; é%ﬁ”f&‘%ﬁegc théykﬁdwet' to elect a
ertain number of Dirpctors. In the other, the-Btate is asked Yo norhinate
he Directors, but in neither of them has the State got any more eont?él over
these bapks than have been provided for in respect of the Ausiralian Act.
The Norges of Norway is a private joint stock bank. It is not 4 State
Bank. It is really more or less akin to a Shareholders Bank, but the Btat«
has got more control in that than in any State Bank and, therefore, 1
should like very briefly to refer to tne provisions of this Bank, the Reserve
Bank of Norway. The management is in the hands of a board of repre-
sentatives, the detailed day to day administration being carried on by a
Board of Directors. The Board of representatives consists of 15 members
snd the Board of Directors consiste of five members. The President and
Vice-President are both appainted by the Crown' apparently on the advice
of the Norwegian Ministry and the 13 representatives and the three iirectors
are elected by the Storthing, the Parliament of Norway. Now, that is one
of the few banks where the Legislature has got'a direct voice in choosing tha
Directors. It may sometimes be seid:that the Bank is controlled by the
Government, but the only substantial power in excess of what is usually
ted under the charters of the Bunks to anv Btate Bank is that the
books and securities are liable to be inspected by the delegates of the
Storthing. I do not know whather any representatives of this House would
like to have the power of inspecting the books and liabilities of the Reserve
Bank of India snd, if so, which of them would be willing to come forward
Lf) undertake the all too onerous duties of inspecting the books and liabii-
es.
Let me next deal with the Riksbank on which relisnce has been placed
s great deal, the Bank of Sweden. The Riksbank is a Btate institution, the
activities of which are carried on by the Treasury, but the Bank is not
sdministered by the executive Government. If 1 placed under she direct
supervision of the Parliament of the State, the Riksdag. The widest power
i3 given to Parliament with reference to this one country in its relation to
the Central Bank. Executive contrvd, again, is removed. It is provided
ggkthg execufive Government shall not have any contéol over the Riks-

ank. It is further provided that the Directors of the Riksbank shall not®
e members of the executive Government. ‘It is' controlled purely by the
Parliament of Sweden—the Rigedig—end it is contxolled further by a
Parliamentary Banking Committee elected by the Houses of Parliament in
§weden. It is governdd by seven Directors, the Chairmmn being nominated
by the Government, the six other Directors being elected by Parliament.
The Ministers are ineligible for election. The Direstors may not receive
instructions—and this is a specific provision—from the administration, but
can only receive instructions from the Parliament-or the Parliamentary
Banking Committee. It is noticeable—and 1 should like to empbnsise it—
that even in this most advanced system, most advanced from the point of
view of those who press for control by the State, this feature is emphasised.
How far the Parliamentary Committee is able to exerciee suy soet of
c:lon]trol ?ver the workf of thc; {‘)t;rectors is ‘l matter on which there is v
ittle information so far as I have been able to gather, but I do not thi
it can be seriously suggested that this Housé or its successors 'sh%?xld’ appoint
s Committee to take “P the question of controlling the managament og the
Reserve Bank of the future, that the executive Government ahould have
nothing to do with it, but that the Legislature ehould Fave s Committee
of its own to supervise it. That is the extent to which those, who are in
?yp,u: of & State Bank, can really go with regard o this eontrol whickh the
tate can exercise over the Reserve Bank.
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~ One of the countries whose example I have not cited and whose example
has not been cited by the minority members—I do not know why they
fought shy of it if they did fight shy of it—is that of Soviet Russia. Soviet
Russia has a State Reserve Bank, it is perfectly true, but if Honourable
Members will study the system of connection between the State and that
Bank, and the conditions under which it functions, then they will realize that
it is only in that country that the Bank can exist in such form and under
such control. In understanding the functions of the Reserve Bank of Soviet
Russia, one must necessarily take into consideration the entire economic
structure of the Soviet Union and the policy on which the functioning of
that economic structure is based. The policy of the State Bank, as the
central institution of credit in that country, is determined primarily by the
general principles of the Soviet Government’s economic policy. The acti-
vities of the Bank are, therefore, directed to supplying mainly credit, not
-$0 commercial banks, not to indigenous institutions owned by private bodies,
but mainly, I might say almost entirely, to State industriez, State trade,
State transport, State co-operative effortse and to other institutions of the
State. The main portion of the clientele of the State Bank, thercfore, con-
sists of State concerns, Metal works, sugar and heet factories. tanneries,
cotion mills, textile mills and railways, all owned by the State aad not by
any private individual or company or managed by managing agents. (Year,
hear.) . The composition of the Bank’s borrowers is, therefore, determined by
the general conditions of the economy of the Soviet Union. Their dircount
policy is radically different from the discount policy which is necessarily
pursued by any Reserve Bank which normally functions on behulf of
privately-owned trade and commerce of the country. Where the State holds
the position of monopoly, owns big industries, regulates the prices of its
own manufacture, holds the position of monopoly with regard to foreign
trade, the discount trade of the Central Bank cannot aspire to the role
of a regulator of the supply and demand of loan capital. The discount
trade is neither an index of the supply and demand of loan funds, nor is
it even the regulator of such supply. All credit is planned by the State,
‘all loans are planned by the State. Sir, I do not know whether such
conditions can be created in this country. I do not know whaether Honour-
able Members of this House would like to have these conditions copied
in this eountry. I am not suggesting that they are such fearfui cenditions
that we should not copy them. On the other hand, a cursory perusal of
the conditions, under which the State functions there, makee an appeal to
me and I am really atiracted by the manner in which the whole economy
of the State in Russia is conducted. 1f such conditions were to prevail here,
we might have at least one feature in this country, nsmely, that the Modis
snd Khaitans would cease to trouble, and the Bhores and Schusters might
be at rest.

Mr. ¥. B. James: There will be no Bhores or Schusters.

Diwan Bahadur A. Ramaswami Mudaliar: The wicked will nct continue
to have conferences, fights, resignations and withdrawals of resignations.

Mz. 7. E. James: There will not be s Ramaswami either.

n:.mmxmwwmmmﬁmwmmm
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. Diwan Bahadur A. Ramaswami Mudaliar: They will find a seat in the
"Karachi Municipality. (Laughter.) o '

. Now, 8ir, I was, therefore, humbly appealing to Honourable Members
to consider whether the insistence on a State Bank serves any of the
purposes that they have in view. If they want to impose a more rigid
-eontrol over the State Bank, and if they want to give more ;owers to the
‘State in any direction, they have to prove what powers ean raally be given
to the State, and if they make proposala to that end, I think this House
might consider them fairly, and sympathetically if possible, but t> nuake this
as an issue that the State should have a greater degree of contral, if there
is to be State control, is, I venture to submit very strongly, to throw a red
‘herring across the path. B8ir, I have been at psins to elaborste this point
on account of the mass of literature which has appeared in the press. It
‘has been made to appear that the entire national attitude is in favour of
a State as against a Shareholders’ Bank. It has been suggested that any-
‘body who votes in favour of a S8hareholders’ Bank does not do justice either
to himself or to his country. Sir, whether I have kept my conscience st
Whitehall or whether I am willing to sell my conseience for a mess of
pottage or I am one of those who are willing to hand over the fortunes
of a country for nothing at all, it is for others to judge. I shsll not place
myself in any particular category, but if Honourable Members wish to put
me in any of these three categories, they are welcome to do it. I stand
here unrepentant, and I venture to say that, in the best interests of this
country, 8 Shareholders’ Bank is the only scheme which ean be worked
satisfactorily, and taking into eonsideration all the  interests, involved in
this country (Hear, hear) . . . ..

Mr. B. Das (Orissa Division: Non-Muhammadan): The applause comes
from the other side.

Diwan Bahadur A. Ramaswami Mudaliar: I do not care where the
applause comes from, so long as they come from those who understand the

ition and understand what I have to say. . (Loud Applause from the
-Official Benches.) A ‘

Now, 8ir, in some constitutions it is perfectly true that further powers
have been given to the State. One of the provisions which will be found
by Honoursble Members is that the nominee of the Government on the
Board—and we are going to have a nominee without the power of the
vote—has got & suspensory power with reference to the decisions of the
Board. He can suspend it, so that it may be reviewed and oonsidered
by the Government. Apart from the fact that he acts as a lisison officer
and a very essential liaison officer between the Reserve Bank and the
Government, he oocasionally, under some constitutions, exercises the

wer of suspending the decision of the Board for a period.

that one of the oonditions which will satisfy those who want a State
E&nekdormtmmconhol? I do not think it can be seriously ques-
tioned.

Now, Bh.umdedhubmﬁdtboutthopohhod” influence. I%
has been freely asserted that while the political influence of one set of
people is removed;, the political influence of another set of people is
substituted. Let us take the question from the point of view of the
oonstitution of the Directorate and examine whether that is a fact. Whait-
¢ver politionl influence is 40 be used can only be used in: the ocastitutin
under this Bill through the Directorste. 1 have already explained the
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provisions of the Bill which related to the Btate. Except in ahnarmal
aircumstances and except in the case of a crisis when the State can take
over the management of the Reserve Bank, the normal working of the
Bank is left free to the Directors. If, therefore, one set of political
influence can prevail, it can only prevail through the Board of Directors.
I have already said that if the Legislature were to elect a certain number
of Directors, they could not by any means continue to have control over
them for all the time. The moment they are elected, and if the funda-
mental basis of a Reserve Bank is accepted, they are free to discharge
their duties according to their conscience and bound by no one else. The
Legislature may elect members, but it cannot have power over these
members once thev are elected. If that position is accepted. it follows
that, if the Governor General in Council nominates Directors, he can
have no power over these Directors once the nomination has been made.
(Interruption.) I will come to the question of nominations and their
necessity very soon. If the question is looked at from another aapect,
and that aspect has already been stressed by my Honourable friend from
Burnia, the necessity for vesting powers for such nominations will be
apparent. Various kinds of interests, such as agricultural and provin-
cial, feel that they will not be represented through election by share-
holders. We had a battle royal in the London Committee on this question,
but' T do not want to go into the discussions of that Committee and I
do not think it is necessary to do so. But I can say with ocertainty that
it was not that T was in favour of this power of nomination, but many
Indians themselves. who came from one side of the country or the other,
from British India or Indian States, thought that this Bank was meant
to function for the whole of India and not for British India alane.
Various provinciul interests ingisted as n safeguard, if [ mav sav so. that the
power of nomination to a limited extent should be vested in the Governor
General in Council. (Interruption.) Agricultural interests were to  be
especially looked after, because the commercial interests and the interests
of the millowners are vociferous enough to take care of themselves.

We- B Pas: Mr. Mody is getting impatient.

Diwan Bapadwr A. Ramasyami Mudaliar: | can only say that in the
Salect Cammitiee that power of nomination b}' been @gce ted ‘and there
has been 09 complaint apd no minute of dissent with reférence to that.
As | was saying, if Directors are merely nominated, “there is no’ contiol
ever their :‘c‘rpw The executive canno} control them and the Legisla-
ture is equally unable to contro| them. i?:m(m, theae "Directors ~ will
function unhampered by all resrictions and without any sort of control
from soybody. If thet essontial fact is ngqo in mind, then ‘will ‘be
tieali;_ed 4}; :‘mtr:ett:fl:;xd.m ( \l‘:“:: ;h mqu::gr:th ]c:r éiaumptit'ml’}
bisa if | is of the I e Bank ig ac ‘

have been trying to point out for the last one hour that whatever &lecti

Ltuke place from the Legislature, once they are made, the Legislature can-
not have any control over them. Unless. of course, you regort $o the
method of the Swedish Bank, neither can the executive have sny control.
1t is against the principle laid down by repeated Committees. It is agninst
the principle, for instance, which has been laid down at the
Qonference in 1923 where, soon after the War, the banking

Tatious countries med fogether a4 an International Gonfererioe end 1sid
down the fundamental doctrine thas in a Central Bank constitution there

]
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litical influence, either from the executive or the Legisla-
T::::.l d ﬁe:fiopr:. I assert, as a proposition capable of not being disputed,
that where Directors are nominated in s State Bank, whether by the
execut®e or by the Legislature, those Directors function in vacuo, if 1
may say so. They have no responsibility; they are amswerable to no one;
and 1 want to remind those Honouruble Members who may be inclined
to support o Btate Bank, becuuse of its alluring prospects that thase

prospects with reference to the comtrol by the Legislature are absolutely
nil.

Now, let us look st the position of the Shareholders Bank. Very hard
things have been sud about it. I would not have minded it if 1t was
a general proposition. But when hard things are said about Indian share-
holders as such, I can only regret the fact that both in the Minority
Report of the Joint Select Committee axid on the floor of this House grave
uspersions have been made on Indian shareholders .65 such. They are a
olnse who do not deserve such aspersions. Those who have followed the
activities of the Indian shareholders kmow that they are as patriotic and ns
vigilhot and nctuated by as  gentine motives as amy sct of metnbers
including the Honourable Members of this Ho.noun'ble House. And 1
venture to protest very mildly, but very emphsgtically, sgaimt_ the asper-
stons that hnve haen made: thev were the most unworthy aspersions against
the whole class of le. Many of us may be under that élass and may
be called the Indian eholders. Those who have seen the functioniig
of these institutions, whether banks or other concerns, maniged by Indian
ahareholders, will not be able to substantiate the statement that the
Iudians are suoch a bad lot that they do not know how to take care of
themselves. The amalogy of the Imperial Bank of India Das verv often
been mentionéd in oonnection with this question. I veénture to state
that there is no analogy that can be drawn from' the podition of affairs
with reference to the risl Bank and the position of. aflairs that may
urise with reference to the Indiun Reserve Bank. Is it our experience,
apart from the Imperial Bank, of other indigenous banks thst are func-
tioning in this oountry that shareholders have no voice and that Directors
cannot be elected necording to the will of the sharcholders, and that share-
holders do not attend, and take no interest in the matter and leave it to
the backdoor influence, if I may use that phrase, and that the existing
Directors shove in all their nominees as Directors ? 1s that the experience
-of the Indinn banks in Madras? Is it the experience of the Central Bank
of India? 8ir, if it is an experience at all, it is a limited experience,
and for this reason, that the guarantees that we have provided in this
Rill and the sa that have been assured for the shareholders are
usturally absent both from the Imperial Bank of India constitution and
from the memorundum of association and the articles of association of
varioud indi banks. We have a provision that no man can have
more thah ten votes whereas the Imperial Bank Act allows 1 man to
have us many votes ax he likes. The cvil comes in where an :mrestricted
appumtralationt of shares and an unrestricted voting power bring shout a
situstion and where the view of thé ordinary shareholdérs does not cr{m’ig
;md‘.’ therefore, they do :ft take :fhe trouble Ff a:t:lnd'iﬁg either personally
or by proxy. What is the use of bringing forw the andlogy of the

Sr.m Itnperial Bank, when that analogy is .wholly fallacious and

.4 it hne no application at.all to the circumétances in which
the Mwe Bank is to be constituted. I am.glad, the Jont Selent Com-
mifléé has improved on the position that the amall investors can have
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shares though the capital is limited and no man can have more than-ten
votes. In the L.oondon Committee, provision was made for Rs. 500 ss the
minimum value of a share against the wishes of those: who ®wanted.
Rs. 100. I now pay my humble meed of tribute to thé Joint Select
Committee that they have been able further to reduce it to Rse. 100 and give
voting power at Rs. 500 or the holders of five shares. With these pro-
. visions, how can it be suggesbed that the shareholders will have no power ?

There is no accumulation of votes possible, there is no means by which
three or four shareholders can have 2,000 or 3,000 votes in their hands
and, therefors, the remaining shareholders cannot possibly take interest
in ‘the proceedings of the general meeting, because they are bound to be
swamped by these big shareholders. Where you find in any of these:
indigenous banks a position like that prevailing, maturally you will find
that the sharebolders are not taking interest. -But that has been safe-
guarded egainst in this very clause and, therefore, it is not possible to
have the same oonditions in the Reserve Bank as have been suggested.
An Honourable Member suggested that the maximum limit of shares that
might be held by any individual might also be prescribed. I personally
have no objection to that course. In fact it was thought of at a certain
| and, but for the criticism that was levelled against the proposal that
it would unduly restrict the marketing facilities, the proposal would ¥ave
been accepted. But, if Honourable Members feel that a further guarantee
can be secured by making it impossible for any shareholder to have more
than a limited amount, say Rs. 20,000 or Re. 25.000, I personally am
willing to give my whole-bearted support to that propoeal. Let us by
all means improve the Bill in the way in which it can make more demo-
cratic and make the Directors more respomsible, but let us not merel
raise a cloud of dust in the eyes of both Members of this House and much
worse in the eyes of the larger outside public. ‘

There is s provision in the Bill which I should like to see modified
thrugh the Joint Select Comniittee have accepted it. It is provided in
section 12 (3) that:

“Where auy casual vacancy ‘n the office of any member of a Local Board oocars
otherwise than hy the occurrence of a vacancv in the office of a Director elected by the
Local Board, the Central Bourd may nominate thereto any ‘qualified peram recom-
mended by the elacted members of the Local Board.’

I should like to see that provision deleted. There is no reason why thet
vacancy should not be treated as an ordinary vacancy of the shareholders
and wiy there should not be an election straightaway to fill the vacancy.
Tt is that sort of nomination that may afterwards create vested intevest
in the individual and afterwards enable him to get elected to the. Local
Board. Therefore, it is incumbent upon us to see that that provision is
deleted though the Joint Select Committee has supported it. Have a
straightforward proposal here instead of some elaborate and, if I may say
8o, clumsy pro and say that, whenever a vacancy occurs, the share-
holders will be called upon to fill that vacancy by electing a fresh Director
of the Board. That is the way in which all possibilities of backdoor im-
fluence can be negatived. ' . ‘ _

I should like to proceed now to another aspect of this Minority Report.
The Minority Report gives, as a second alternative, the scheme of & Stock-
holders Bank. T should lfke to examine that scheme, because I am nok
in a position at present to say whether any member of this Minority Repors
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may not still press for the Stockholders Bank. If Honourable Members
will read the annexure to the Minority Report which cohtains the scheme,
they will find that ther: 18 very little difference between a shareholders
scheme and a stockholders scheme as they have put it forward. They
have suggested that the stock may be issued at Rs, 100, and the maximum
stock which can be held is: Rs. 10,000, and so on. Ordinary Members like
myself do not see much difference between a Shareholders Bank and &
Stockholders Bank. As I said repeatedly, the question at issue is how
is the power of management to be comstituted. Let us see the proposals
which have been put forward by the minority for the constitution of the
Board of Directors of the Stockholders Bank which is the second best thing
that’ they ean think of after a State Bank. They say:

“The Board of the Bank shall consist of one Governor, two Deputy Governors (one

ot voting), two Directors clected by the Associsted Chamibers, two Directors slected

..the KFederation of Indisn Chambers, oné Director elected by the provincial co-

rative hanks, two Directors elected by trustees,” four Directors nominated by the
General in Council.” )

Here you have the influence of the local Lombard Street or Throgmorton
Street and sll other influences of such a kind, all combined in one by
Honourable Members who wanted to democratize the institution and who
wanted the agriculturists to have control for themselves and hy Honour-
able Members who are pleading every day against the rich mén of Bombay
or Calcutta, and yet I am surprised to sec that these are the very Honour.
able Members who have joined to propose a scheme like the stockholders
scheme. What does it come to? Two directors elected by trustees, that
is.indirectly by the stockholders, and then two Directors elected by the
Associated Chambers and two Directors elected by the Federation of Indian
Chambers. What is this proposal? I would ssk my Honourable friends
who have made themselves responsible for this proposal to explain to me
how this proposal is going to secure that the voices of the millions, in
whose name we have been speaking, will be heard in this Directorate.
Ara they not ultimately going to rely on the two Directors who are elected
by the trustees? Is there any other person who will speak in ths name of
the. agriculturists, in the name of the rural peasants and in the name of
all those ndebted millions for whom we have been speeking at great
length during the last three days in this House? You distrust the share-
holders and give four Directors to the Federation, both Indian and
l]:';urope‘au. {tfl th:t in th:el idea of dmm“d y, I can only exclaim that, I
1sve very little hope of democracy i . No, Sir. This hybrid system
is mncgryworse than the direct shareholders system. Under the share-
holders system, eight Directors are elected by the shareholders from the
various provinces, eight out of fourteen are there at any rate answerable to
the sharcholders and, therefore, to the large bulk of our countrymen. Do
you mean to say that none of the eight Directors can be influenced by the
many thousands of shareholders who are holders of theee shares in the
Rceserve Bank? Out of 14 Directors, 8 Directors at lesst will be 1esponsible
to some electorate or other. Four are nominated by the Govemor General
no doubt and the Managing Governor is there, and there.is the Treassurer
who has no vote. But this hybrid schems, which the champions of
democracy have .gccepted, is a thing for which I have mnot got. sufficient
words at my command to condemn. ‘As there is some doubt as to whether
the scheme was actuslly approved of by the dissenting minarity or. simply
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recommended, I should like to read a passage from the Minority Repori
which contains a reference to this subject :

. “The stockholders’ scheme is ded he! recomm ’
Reserve Bunk should be prefm;f)?e:n out::;?outww gf:r’m the mggddth:ft g
g‘:; . Gemmittes Bill of 1827 or, in the alternstive, a Bank on the lﬁocklmld-
p indi¢ above.”

dq not think words can be more explicis than that. Their first preference

ﬁmt love—rche we have been talking of matrimonial alliances—their
ﬁrgt love is the State Bank and their second love is the Stockholdérs Bank.
“They have recommended.one or the other of these loves to be adoptel by
the House. Now, Sir, I am anxious that this Board should function as
impartially and as fairly as possible and I should like to draw the atten-
tion of members of the Joint Select Committee and of the Finance Member
to a provigion in this Bill which I feel militates against that funddmental
basis. I would like to draw the attention of the House to clause 11 W
reads as follows:

*(1) The Governor General in Council may remove from office the Governor, or a
Deputy Governor' or sity nominated or elécted Director :

Provided that, in the case of a Director, nom)nt‘hdordochdnnde:dm(:&o:
M’Mwméﬁuﬁ m;fz&i'ww‘fnm it; mw.ngofnot
leas than nine Direclors.” fority

Houourable Members will see that whereas the power of removal of
Diréctors, even t.!umgh they are nominated, is restricted by the provision
timt a majority of nine co-Directors must agree to and recommend that
reinoval, there is no shmilar provision with reference to the removal of
aither the Mumgmg Governor or the Deputy Governors. I ventire to
thiink that that is ah unjust and unfair differentiation. It will work hardship
and it will create that very suspicion of State interference which the
Finanoe Member is anixiovs to avoid. Now, what does it come to? The
‘Govemor can be removed without any reasons on tlié recommendstion of
riobody, in spite of the fact that he possesses the full confidence of thé
Directors. The Directors have ot got to make any récommendation with
referunce to that. The scheme of the Bill is this that the Governor is
normally nominated on the recommendation of the Board of Directors by
the Governor General in Council. Having nominated him, supposin that
Governor were to funiction in a manner which is distasteful to the State,
the Governor General in_Council can come in at any stage and remove him,
Lecause his power of removal under the Statute at anv rate is unrestrictcd.
I am aware that it can be argued that if another Governor is substituted,
who does mot coiimisnd the confidence of the Board of Directors, the
entire mathinery will break down; the functioning of the Reserve Bank
eahnot be smiooth whed no Govemor can retnin his place with an adverse
Directorute. But, spart from these reasons, it is possible that where the
Governor and the Board of Directors are workmg smoothly, but the State
takes a different view or tlie Goverfor Gorleral tykes a different view,—
becatme we must contemplite the possibility of that constitution amending
Act replacing the wordh ‘Governot Genernl in Coult” by thé words
“Goverriot’ Genersl at his dmereﬁoﬁ ,—the (idvetnor General can sbe in
and rémove the Goverfior and the Dediity Governor of the Bank. i
whiere State infludncr, Whitahull ﬁaueneé the Secfetary of Btdte's ti-
Suence. comes 1. T d& ok think 1 Have presénted a minre’s nest to this
House at all. T think the “Honourable the Finance Member will be fair
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enough to agree that the ition of the Managing Governor is the vital
posit%on. th:g';;ivot&l positig:,ﬂ for the working of this Reserve Bank and
it ought to be made as secure as it can reasonsbly be made. I, therefore,
suggest that the Governor and Deputy Governors should come in under
the same inhibitions and restrictions ae the elected and nominated
Directors and that unless nine Directors agree that the Governor and the
Deputy Governor should be removed the Governor General in Council or,
if it should happen at all at a later date, the Governor General st his
discretion should not have power to remove them. ‘

8ir Leslle Hudson (Bombay: European): Will they mot be wmder
contract? )

Sir Oowasjl Jehangir: The Directors are appointed for a certain number
of years, but they can be removed for misconduct.

Sir Leslie Hudson: That is the only ground on which the Governor or
Deputy Governors can be removed. '

Diwan Bahadur A. Ramaswami Mudaliar: T am glad, my Honourable
friend has raised that point, because that clears up what I have to say.
In the case of the Directors, nominated or elected, the judges of that mis-
<conduct are their colleagues on the Board., but, in the case of the Man-
aging Governor, the jf:lggue is the State. That is an unsatisfactory condi-
tion. T know he can be removed only for misconduct, but the question
is, who is to be the judge of that misconduct and what is the standard
of that misconduct? Can the State arrogate to itself the supreme power
10 decide what i8 misconduct and, therefore, remove the Governor or the
Deputy Governor at his own will and pleasure? Or can the Govefnor
General at his discretion assume for himself the ibility for. deciding
what that misconduct is without reference to thm of Di who
have delegated their powers to this Managing Governor, who s i
his work and on whose authority he functions in his day to day m
tration? Can the Governor General, of his own accord and without any
consultation with the Board of Directors, venture to say that he is satis-
fied that Governor A is guilty of misconduct, and, therefore, he will
remove him, notwithstanding the terms of the contract into which he has
entered? I am perfectly certain that my Honourgble friend will realise
on reflection that it is invidious to make a distinction between the Gover-
nor and the Directors and that both should be subject to the same clausg
that unless nine Directors agree that there is misconduct, the Government
or the Governor General should not intervene and remove them.

Mr. Muhammad Yamin Khan (Agra Division: Muhammsadan Rural):
‘Wil my Honourable friend just clear up one point? In the case of the
Manuging Director, why should not the majority hold this view? Why
should there be a restriction that nine members out of 14 should apply?
Of course there may be a justification in the case of the Director who is

their collcague, but, in the case of a servant, why should not & majority
hold the view? - . i

Diwan Bahadur A. Ramaswami Mudalar: My Honoursble triend is
prepared to go & little further than I do, but I think, on reflection. be

b
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will agree with me. I claim to be as democratic as my Honourable friend,
Mr. Yamin Kbhan, and 1 would rather have a safeguard that a fair and
substantial majority of the Directorate and not a catch-vote will displace
the Managing Governor or any of his colleagues. That is the reason why
1 prefer the scheme of a substantial majority of the Directors having satis-
fied themselves that the Governor has been guilty of misconduct and,
therefore, deserves to be removed. Now, Sir, T have, therefore.
somewhat elaborately dealt with this question of Shareholders,
Btockholders and a State Bank. And I venture to appeal 40 every section:
of this House,—because this is not a party question in any sense of th-
word; it is a question which affects fundamentally our own future,—that
a Shareholders Bauk is the best thing that can be devised and that,
merely because it comes through the Government or that the London
Committee has endorsed that view, there is no reason to he suspicious
about it. -On the merits taking all factors into consideration and assuming
the fundamental factors relating to the constitution of a Reserve Bamk, ?
venture to recommend to my colleagues in this Assembly, ar I would

venture te put forward before .tiie_lsrger public in India, that a Share-

holders Bank is in the best Indin:. interests and the best interests of this

country. .

8ir, I should like to refer to some minor points,—I do not wish to take
up much more time. Certain objections have been taken to the deposits
vhat are proposed to be received under a statutory basis from commercial
banks who are member banks of this Reserve Bank. I think it is one of
the fundamentael requisites for the satisfactory functioning of n Reserve
Baunk that commereial banks which are member banks should bave deposits

withv the Reserve Bank.

- Mr. Vidys Sagar Pandya: Th- Honourable Member has laid great
stress on the Reserve Bank system obtaining in other parts of the world.
May I point out that, except in the case of three or four countries, no

compulseory deposits are imposed on any banks by Statutes.

Diwan Bahadur A. Ramaswami Mudaliar: T am thankful to the Honour-
able Member for the information. But the trend of opinion of all those who
have studied the question of the Reserve Bank is that it is advisable for
the proper functioning of the Reserve Bank as of the member banks that
this system of reserves or deposits should be established. And I venture'
to think that, the particular circumstances of our country, where people have
said that there is no adequate control over member banks or their function-
ing. it is more than ever essential that the deposits frem these member
banks should be secured for the Reserve Bank. It is good in the interests
of the member banks themselves. It is sometimes suggested that this is a
‘sort of penalising the member banks, the indigenous banks and the foreign
banks and that there is no quid pro quo for the reserves that are keph
with the Reserve Bank, that it does not carry interest and that, therefore,
the member banks soffer to that extent without any profit whatsoever. 1
venture to think that the scheme of the Reserve Barnik has been somewhat
misunderstood. To my mind, the scheme of the Reserve Bank is something
like the scheme of an insurance oomzany: the insurance company collecta
premia from various perdons and # is sble to piy dus, at any ular
time, tn any singls individoal the whol® amount for which he been
insured or his proporty has been insured. The Reserve Bank may be
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likened to an insurance company; the various member banks deposit ‘“Ilth
the Reserve Bank ocertain proportions of their deposit and time liabilities.
When there is strgss, when there is & run on & bank, t.heBeserveBmk
comes to the sesistance of that particular bank. In America, this evil has
been felt, and it is only by the establishment of the Federal Boards and
the various Federal Reserve Banks in the States that this evil has been
gotover . . . .

Mr. K. P. Thampan: How did it happen, then, that nearly 1,500 banks
were wound up in Amerioca last year?

Mr. President (The Honoursble Sir 8hanmukham Chetty): The Chair
would just like to make a suggestion at this stage with a view to facilitating
the discussion. We are in the third day of the general discussion. 8o far
there has been no serious opposition to the.original motion moved that the
Bill be taken into consideration. Buch being the case, the Chair would
suggest that, so far as the technical points are concerned, it would conoen-
trate the attention of the House better on individual points if Honourable
Members, who want to dilate on those points, would refer to them at a
later stage when the actual clauses relating to those points come under
discussion; at this stage it would be better for the House that as many
Members ss possible get an opportunity of giving expression to their
opinions on the general scheme and the principles involved.

Diwan Bahadur A. Ramaswami Mudaliar: | am thankful to you, Bir,
1 shall not pursue shis matter further. There is only one question which is
of sufficient importance to which I ghould like to refer, and that is the ratio
controversy that has been raging in the country. 1 appreciate the position,
1 may say at oneé: people feel very strongly that the present ratio is an
artificial ratio, that it cannot be long sustaided, that it does damage to the
country and the sooner we restore the 16d. ratio the better it would be in
the intereats of the agricultural producer. I appreciate that position, though
1 eantot perfectly see eye to eye with the somewhat hectic activities of &
currency league which comes into being just on the eve of the introduction
of & Rescrve Bank Bill and disappesrs as soon as the Bill is thrown out
by the Legislature—though I am unable to appreciate the large amount of
literature oontaining merely the reports of various meetings held at differ-
ent centres of thie country with little educative value to those who are an-
xious to understand the pros and cons of the problem—I am aware that in
this country there is a very strong feeling that the present ratio works hardiv
and harshly against the best interests of the country, and that the sooner
that ratio is changed the better it would be. Very general appreciation has
been given to this factor with reference to the ratio in this House by various
Members who-bhave precoded me that the linking of the rupee to sterling
is inevitable and advisable. Manv Honoursble Members have euggested
that there is no other course and that the rupee must be linked to sterling
and cannot be left to drift by iteelf. To that extent they have gone against
the very weighty opinion which has been expressed more than oance by the
Federnted Chambers of Commerce in India, many of whoee protagonists
have suggested that the rupee may be left to find its own level and that
there is no need to link it with sterling. But there is one consequence which
necessarily follows from the linking of the rupee to sterling which. has tn
be realised. Merchants are more anxious to have a definite fixed ratio
and. to that extent, T agree with my friend. Mr. Tames. than to have -

2
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There are two considerations which are present in their

ing ratio.
ﬂdfg they would like to have a ratio which is at par with the general level
of prices in India and in the main country with which it is industrislly and
by trade connected: secondly, they would like to have some sort of fixity
with reference to the ratio. Business would be impossible, forward con-
tracts would be difficult to make if there was no guarantee that the ratiq
would continue fairly stable for any length of time. There are, of course,
hedging provisions that are made in various contracts with reference to »
falling ratio, but those who are engaged in business know perfectly well how
difficult and sometimes impossible it is to make such hedging provisions,
‘The point of what I am saying is this: the linking to sterling inevitably
means a new direction given to the trade of the country. Taking into
account the predilections of merchants for a definite fixed ratio, it cannot
be questioned that as years go by—as indeed in the years that have gome
by it has shown—the drift towards export and import trade will be more
and more towards those countries on a sterling basis and less and less
towards those which are not on a sterling basis. That is an aspect of the
question which I should like to be clearly undersiood by those who are 1o

favour of linking the rupee to sterling,

Sir, in the second place, the actual question of ratio has been raised.
The report of the London Committee has been so often referred to that {
do not think I need quote the particular extract which fairly accuratelv
represents the opinions of a large majority of the Indian delegates who sat
on that Committee. Their position was merely this: they did not¢
challenge the right of this Legislature to fix the ratio. That was consti-
tutionally inherent in the Legislature and, if a Bill came forward at any
stage with reference to any of ghese provisions containing s provison for
the ratio, that was capable of fmendment as much as any other provision
of the Bill. But they suggested that this was eminently a matter which
could be discussed threadbare on the floor of the House, but should really
have been a matter for action by the executive, and my friend, Sir
Cowasji Jehangir, repeatedly pointed out that ratios have been changed
overnight by executive action and have not been the subject of elaborate
discussion on the floor of the House. We can only put pressure on the
Government to see to it that the ratio is changed in the direction in which
it is wanted: but the position today is somewhat different. The Reserve
Bank- Bill contains a provision that the ratio should be fixed on the present
scale when this provision comes into effect, that is, when the Reserve Bank
is instituted: and 1 ask my Honourable friend, the Finance Member. to sdy
whether he is a good enough prophet to suggest that, on the dav when the
Reserve Bank Bill comes into operation, when the Governor General has
brought into existence the Reserve Bank and has brought the provisions of
this Act into force, whether he can say that on that date 18d. is the ratio
that will be in existence. 1If it is not 8o, then are we only making a hypo-
thetical provision for a contingency which we do not know may arise or
may not arise, and for circumstances which are beyond our ken at the
prasent time? We live in abnormal times .

The Honourable Sir George Schuster: Tt my Honourahle friend feels
{l::ﬂ; doxbeis. r_z::y T ask wh_vhha approved of the recommendation in ths
ndon Committee’s re that th tio i
vailing on the day %henp:\:: ‘B':\‘\ is fntr:odu:\e‘;lm Bill should be that pes-
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Diwan Bahadur A. Ramaswami Mudaliar: I will answer that quite
straight. Honourable Members need not be under misapprehension a8 re-
gerds our position. Honourable Members will find that the Committee
recommended that the Government should make a thorough investigation of
the whole question before they introduced their Reserve Bank Bill. and
before they put in this provision. The Honourable Member may say that
he has made that thorough investigation, that he has satisfied himself that
there was no other course open, that this ratio was the best ratio and that,

therefore, he has introduced this provision in the Bill . . .

Mz, O. 8. Rangs Iyer (Rohilkund and Kumason Divisions: Non-Muham-
madsen Rural): 1 am quite unwilling to interrupt my Honourable friend;
but I am only seeking light and information as he was a member of the
London Committee, whether a similar provision existe in the Reserve Bank
oconstitutions in other parts of the world, and whether they examined it:
I have not studied the subject sufficiently and 1 am only seeking light from
my friend who, I am sure, was very assiduous in this particular matter. -

Diwan Bahadur A. Ramaswami Mudaliar: Sir, as the time of the Houp
ig limited, I do not want to offer an explanation now. I am perfectly
willing to help any individual Member with light on any question on which
I am capable of throwing light.

‘Mr. O. 8. Ranga Tyer: Is there any clause in any of the constitutions ?-

Diwan Bahadur A. Ramaswami Mudaliar: Now, Sir, apart from this
fant, the position has considerably changed. The position today is not
exactly what it was at the time when the Reserve Bank Committee sat.
One must take into consideration the fact that the dolar has depreciated
very considerably since, that the franc is about to be pegged off gold. Who
is there who can say with any certainty that the franc will still continue to
be on the gold basis? We are aware that the authorities in the United
Btates are trying their level best to see that France comes into line with
them, so that, at some future date, when every other country is off the
gold basis, there can be a conference of various nations to suggest a suitable
monetary basis for the whole world. The policy which has been followed
by President Roosevelt is a policy which has come into existence since the
conclusion of the London Conference. Does my friend suggest that the
deprgciat.ion of the dollar is a matter of no concern for us at all, it has no
bearing at all on this question, that the possibility of France going off the
gold basis, which was not visualised then but which looks almost a certainty
now, i8 of no concern for us at all now? 1 only plead that under these cir-
cumstances the date of the decision may be changed, and that it will be a
leap into the dark if now and at once the Honoursble the Financa Member
asks this House to decide on this ratio. I have expressed no opinions on the
mnerits of the ratio. I am perfectly willing to keep an open mind and vote
for 18 pence should I be convinced that that rate is for the good of this
country, but I refuse to be a party to voting for 18 pence on tke 81st Octo-
ber, 1684, when T do not know what conditions will intervene in th
meantime. That is my point with reference to the ratio, Sir. ‘

My friend, Mr. Sitaramaraju, with an amount of assiduj hich i
' ) full
worthy of tth.c;l :(le;nll::n of otg.istgouee. has pointed out th:{ : mnlmmdi{
ul immediately established and tha th
the Australian Bank, it should function. I may pointtc;u‘:nthaz .u!::‘dlgrgﬂ::'t
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Minority Committee of the Central Banking Inquiry Committee Report,
its provisions have been designed for the purpose. They want to bring in
the provincial co-operative societies and land mortgage banks pending an
ap2x bank under the Reserve Bank, so that the Reserve Bank may give
not merely short term loans but long term loans 8o that the functioning of
the whole structure may be to the advantage of the indebted rural peasant
and landowner in the country. I venture to think, 8ir, that much mare
careful attention should be given to this subject, and T do not think I am
misrepresenting or misconstruing the opinion of this House when I say thal
on this side of the House opinion is unanimous that the present provisions
do not go as far as they should bave gone and that something much more
suostantial and tangible must be done fosr the establishment of a rural credit
department of the Cantral Bank. (Applause.)

Raja Bahadwr @. Krishnamachariar (l'anjore cum Trichinopoly : Nan-
Mubammadan Rural): Sir, as one who had not been a member of the
Belect Committee, I congratulate the Finance Member for the lucid manner
in which he put before us the salient festures of this Bill, and [ propoee,
in the few observations that I shall submit to this House, to taks up only
some of the points in obedience to your ruling and leave the detaila for
discussion on the numerous amendments that are proposed to be made
to this Bill. I also thank the Fonourable the Finance Member for the
generous_appreciation of the trouble and care with which the members of
the Select Committee dealt with this Bill. Having said that, I am
afraid I am in the same position, as has been observed by Wordsworth:

‘“Oh, what is the matter, what is the matter’.

[ At this stage, Mr. President (The Honourable S8ir Shanmukham Chetty)
vacated the Chair which was then oceupied by Mr. Deputy President .
Abdul Matin Chaudhury).]

Sir, having heard the diacussion in this House for three solid days, I
am not at all sure where the House or ourselves are in connection with
this Bill. In submitting, however, the few observations that 1 propose
to make, I want to make my position quite clear. I am as anxious, if
not more anxious than the Finance Member himself, to bring into exist-
ence this Reserve Bank as early as possible. The history of the mnaa:
ment of the currency ‘of this country in the recent past fully justifies
bringing into existence of an institution which will co-ordinate the man-
agement of both currency and credit in this country. It will gelieve the
Government Departments, who are not independent actors in this matter,
from the necessity of dabbling with currency and credit every time the wire
is pulled across the seas six thousand miles away, and, Bir, it will give
us some relief when a local Directorate. with a Managmg Governor,
however partial he may be suspected to be, will take up the management
of currency and credit. Sir, t EecHouse will remember how in the year
1920 a distinguished civilian played havoc with our finances with the
result that the country had to bear a loss of about fifty crores. If only
for the fact that that ;bx;nhon will not be repeated,’I am equally anxious
with the Finance Member that this Reserve Bank should come into exist-

ence as early as possible.

Sir, the White Paper on the Constitutional Reforms stated that the
Reserve Bank would come into existence on four conditions. I do not
know if those conditions are fulfilled. Ome of them, the building up of a
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roper reserve, has, 1 su , been made up by the oifer of five crores
gf z?upees as an initial re‘;g:: which was made by the Honourable the
Finance Member the other day. ‘But there is one condition, the last of the
four, which, I am afraid, has not been fulfilled, and that is that India’s
normal export surplus should have been restored. I am not sure that it
has been done. The depression continues, and the trouble about the
normal surplus is still there—The London Committee had not said anything
about it, and in view of the fact that the Honourable Member who, ]
have no doubt, has followed the course of the export trade, has himself
introduced this Bill, I take it that the conditions laid down in the White
Paper have been satistied. Whetuer it is so or not, I do congratulate the
Government of Indis all the sama on the step they have taken in trying
to place this enactment on the Statute-Book.

There is yet another reason, Sir, why I weloome this Reserve Bank
Bill. The third Round Table Conference, I believe, decided that, as a
oondition precedent to the bringing into existence of an All-India Fede-
ration and the granting of responsibility in the Centre, a Reserve Bank
should be established. I have my own views regarding an All-India
Federation and as to its coming into existence, if it ever does come into
existence at all. That is why I have always been insisting on the fact
that, so far as the outside world oculd see, there is8 no connection between
the establishment of an All-India Federation and the granting of Central
responsibility. However that may be, that question does not arise now
for discussion. I an: glad that whether with an All-India Federation or
with only the Central responsibility, the Central Bank will come into
existence.

Another reason is, having had bitter experience out of the result that
followed from the rejection of the Reserve Bank Bill in the year 1927,
of which we had a confession from Mr. B. Das who claimed to be a
principal actor in the wrecking of that Bill, I am afraid it would not ve
in the interests of India if we attempt in a cavilling spirit to deal with
this Bill. These are the reasons why I welcome the passing of this Bill,
and, as a matter of practical politics, I would submit that in all proposals
for the reform of any portion of the country’s interests, it is always best
to take what you get, and then try and change it as tima goes on and eir-
cumstances require, and not wait for the fulfilment of all the conditions of
sixteen annas in the rupee before you introduce the necessary reforms.
8Sir, I cannot claim to be an eipert in these matters, nor do 1 claim
that I have made any very special study of this question. I am a man
in the street, but I xnow certam things about my country and my country’s
needs and if, in the few obeervations that I propose to make, it appears
as if I am opposing this motion, 1 want to disabuse the mind of everybody
that 1 am not doing so, but that my only endeavour is to put forward
proposals which might, in my humble opinion, improve the Bill and make
it acceptable to the country, for I believe that whatever may be the
reasonableness, whatever may be the capacity with which this Bill would
work hercafter, you must take the country with you; otherwise, when this
measure becomes an Act it will not satisfactorily work.

The first point that I would submit for the consideration of this House,
and I hope ther Finance Member would be sble to give us a satisfactory
assurance upon the matter, is our right to amend this Act when the new
Constitution comes into existence. This matter was raised In the Joiot
Belect Committee by several Members and, in answer, the Finance Member
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made a statement which is printed at page 19 of the Select Committee’s:
Report. I won't trouble the House by reading the whole of it now, but
portions of the statement made by the Honourable Member are necessary
to be submitted to this House before I can place before them my argu-
ment as to why I consider this statement, as has been observed by the
gentlemen who signed this, to be very unsatisfactory. The Finance Mem-
ber says:

““There has evidently been some misunderstand: to the acope Becretary
of State’s answers to Lgrd TRankeillour which were ;io.e:ned onal with ?t:g.hiul
raised in the course of the discussion on another subject and did not imply any changs
of view or policy, so far as the Secretary of State was concerned, as to the power of
amendment of the Reserve Bank Act by the Indian Legislature subject to prior
eonsent of the Governor General. There is no intention under the present p! s that
the British Parliament should undertake islation amending the Reserve Act.
According to the White Paper proposals this would be the function of the Ind‘an

Legislature subject to the prior approval of the Governor General. The technical point
‘with which the Secretary of State was conesrned arises in the following way.’’

Then he proeeeds to explain that the Constitution Act which will be
eventually passed wonld have an Adaptation Clause and these provisions
regarding the Reserve Bank will necessarily have to be embodied in it,
and that is the reason why the Secretary of State has made that state-
ment, whereas, really speaking, it was not his intention to restrict the
power of this Legislature to amend this Act. But, Bir, if I may respect-
fully say so, that is not the meaning of the language used by the Secretary
of State, certainly 1 do not understand it in that meaning. In the White
Paper proposals there are two sections, sections 110 and 119. Section 110
deals with those subjects upon which the Legislature could not pass any
Act. Section 119 1efers to those measures which this Legislature could
enact subject to the previous sanction of the Governor General in Council

now, and at his discretion later. Remembering that, Lord Rankeillour
‘puts this question: - '

“Is it not proposed to put ing into the Constitution Act regard
Federal Reserve Bank? hit;wtohgimwly form!" o the

The Secretarv of State says:

. ‘“What is happening with the Reserve Bank is this. Thuomthhvuympt
hensive and expert enquiry into the question in the summer. Previous legislation of
the kind hss taken place in the Indian Assembly and the arrangement has been that
s Bill would in due course be introduced in the Indian Assembly and that Bill would
pass through the Indian Assembly if the Indian Asembly is ready to pass it. Some
reference will certainly be needed to the Bill in this Constitution Act.”’

Then a question was put that it may bring it under section 110, namely,
that no legislation can further be made upon that by this Legislature.
The answer was: T

“Let me be just clear about that. No, it will not bring it under section 110; it
will bring it under section 119. Baut otherwise iamen delerm
only the Imperial Parliament wonldnb::;;:tt:,dttr tbo‘;t;.:dl." i nes

(I? thi;n‘k t::\:if is perf‘:ctly clear. Then the examination proceeds:

— erence in the Constitution Act confi the provisions of
Government of India Act that would make it part o!r:l‘:o Constitation, :onl“c’i’ i:ﬁ?‘g"
A.—*It would beccma s pari of the Oobstitation—to this extent that a reference of

some- kind would be made to it in the Constitution that would ensure noponb
the Indisn Reserve Bamk Act only.being alterable withthoamvd‘:; Imppri:‘i
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 The Becretary of State has said that twice. Then, Bir Hari Singh Gour
pute this question: {

**There is just one question I wanted to ask the Becretary of Btate. Did I under-
stand the Becretary of State to imply in answer to a question put by Lord so and so
that, after the Reserve Bank Bill is passed by the Indian islstdre, any amendment
of that Bill would be with the concurrence of the Imperial Parliament, or that no
Ame%('lmant could be made by the Indian Legislature except with the consent of Parlia-
ment !’

The answer is: v

““The position is rather a complicated one. It is this, in a sentence or two. Here
we are asking the Indian Legislature by its own legislation to carry out arrangements
that we say are essential for bringing the Constituton Act into being. (That is the
passing of the Reserve Bank Bill bviously, if that ement is to take effect,
it cannot be possible for the Indian Legislature at some future time to alter the
conditions without which the Constitution would not have ocome into operation without
the previous consent.”

That finishes the examination of the Secretary of State, and I very
respectfully ask the Finance Member, whether the language used by him
was either in connection with some other matter or whether he did not
specifically straightforwardly say that without the oonsent of the lmperial
Parliameut no amendment can be made. The reason why I raise that
point at the outset is that it is just as well, before you trouble yourself
to. waste public time by bringing into existence this Reserve Bank Act, to
find out of what real use this is going to be. There are matters whieh,
even in the Belect Committee’'s Report, . . . . .

The Honourable 8Sir George Schuster: May I intervene? It might
help my Honourable friend if I were to tell him that the statement that
1 made was made with the full authority of the Becretary of State; in fact,
I used the words which he himself suthorised me to use, a8 explaining
the position which he had taken in the Joint Parliamentary Committee.

©  Raja Bahadur G. Krishnamachariar: T am very glad of that statement,
but that only imakes the position worse. The Secretary of State in his
examination states, as I understand the English language—I am not an
Englishman, but 1 have just tried to understand a little bit of English,
and that English is as follows: ‘“But except as otherwise Parliament may
determune, only the Imperial Parliament would be able to alter the
P ."" Having said that and finding himself up against a stone wall
bere in the Joint Belect Commitiee and being troubled with the position,
he tries to wriggle out of it, if I may respectfully say so, by a statement
which I must characterise aa disingenuous.

Sir Cowasft Jebangir: May I ask a question if the Honourable Member
will permit me to do 90?7 Are we to take it definitely that the statement
that the Finance Member made on behalf of the Secretary of State to the
Belect Committee is the final statement and that anything he may have
said inadvertently or deliberately in the Select Committee does not now
count? Is this the final statement made on behalf of the Secretary of
Btate which we have to consider?

3

N ’ i
The Honourable Sir George Schuster: T can tell my Honourable friend
what T have already said. I asked the Becretary of BState if he oould
help me to explain the position in view of certain questions that had been
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raised and he authcrised me to make a statement on the lines, pert of
which my Honourable friend has just read. The statement which 1 made
made the position absolutely clear, and I think we are justified in assuming
that, 8s the explanation was given subsequently to the evidence before the
Joint Select Committee, this is the statement of the position on which
we must stand.

Raja Bahadur G. Krishnamachariar: I am reading the other portion
of it, because 1 reserved it when 1 put before the Honourable House the
position in justification of my statement that the Secretary of State, having
found himself in a hole, tries to wriggle out of it by making a statement
‘which certainly in no way is relevant considering the plain and simple
and straightforward question put by Lord Rankeillour as well as by Bir
Hari Singh Gour and his own answer. The next paragraph of the state-
ment made by the Honourable the Finance Member at the Select
Committee was this: The Constitution Act will have to contain an
adsdpsation clause laying down as to how, when reform at the Centre takes
place, the powers to be exercised by the Governor Genmeral in Council
under the Reserve Bank Act will have to we exereised in the new
Constitution. This is all right. That, of ccurse, is with reference to this
portion of the answer where he says that some reference will certainly be
needed to the Bill in the Constitution Act. That, of course, is 80, because,
as the Committee themsclvés say, while the Bill has been framed with
reference to the existing Constitution, due provision will have to be mede
mn view of the rciorms which are in sight. It proceeds. If the reference
in these proposals for the Constitution are accepted by the Joint Select
Committee and if the Constitution Act and the adaptation clause were 0
declare that certain powers, axercisable by the Governor General in Council
vnder the Reserve Bank Act, were to be exercised in future by the
Governor General at his discretion and if, in future, it were desired by
agreement that any particular power or powers thus provided for shculd
be exercised by the Governor General on the advice of the Ministers, and
not at his discretion, then legislation giving effect to this would be an
amendment of the Constitution Act and not of the Reserve Bank and
oould be undertaken by no other authority than the British Parliament
unless the Constitution Aet iteelf provided for the contingency. The
question is now being considered whether such a provision can be included
in the Constitution Act und the point of doubt to which the
of State was referring in his replies. So far as T can see, this is only a
round about way of saving that in the Constitution Act we shall have to
provide for this contingency, and once we provide for it in the Constitution
Act, goodbye to the power of the Indian Legislature, and vou can omly
g to Parliament and have it amended. There is no doubt expressed by
the Becretary of State in the passages that I have read. , therefore,
submut that unless this point is cleared and unless we are quite sure that
we can even in those cases, where the Select Committee think that amend-
ments must be made, I believe even in those cases refcrred to in the
memorandum submitted by the Government Members where they also
refer to probable amendments, unless these things are cleared, how are
you going to introduce these amendments later? Every time we want to
make an amendment, we shall have to go to the Parliament, that is to say,
through the Governor General and the ‘Secretary of State, and the Secre-
tary of Btate being pulled from behind by City interests, you,may take it
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that, if the amendment is of such a nature that it comes into conflict with
London City interests, that amendment is not going to be allowed. What
then is the use of an Act like that? I am perfectly sure that the enactment
of this Act will bring us a good deal of relief, but what is the use? I
remember to have read in Goldsmith’s ‘‘ Vicar of Wakefield '’ that on holi-
days the gentleman used to give to the younger members of his family one
pound each with strict injunctions not to change it. The position in
regard to the Reserve Bank is to be exactly like that. Many of our friends
feted the Secretary of State in London. My friend, Bir Akbar Hydari,
topped the list and said so many good things about him—for what? For
-discharging his duty, for understanding the provisions of an Act which he
had to pilot through Parliament. As the Hindu says, in the heat of a
long and probably trying cross-examination, the Secre of State has
eaid something which he may or may not accept he .  Whatever
mnay be the explanation, the position is there. As I said, all the benefits
that the British Government had conferred upon us had been nullified
by the way they had manipulated our currency. Likewise, all the benefits
thut will flow from the passing of the Reserve Bank Act will entirely
disappear if we are told that we cannot change it. That, 8ir, is my
<abservation on this very important question. I am glad that my friend,
Sir Cowasji Jehangir, has raised this question. I know what will happen
if the Finance Member tries to put his own gloss upon that statement.
You know what happened when a statement was made by His Excellency
regurding dominion status and how a whole host of people pounced upon
hitn and said that the Govermor General had no business to say these
things which it is our privilege to say. That reminds me of a little story.
There was a mother-in-law and a daughter-in-law, two occupants of a
house. The mother-in-law had gone to the tank to bathe. In the
meanwhile, a beggar came and asked for alms. The dasughter-in-law said :
*‘there is nothing in the house. I cannot give you anything’’. He tried
hig best, but the daughter-in-law was firm. So he went back. Half way
the mother-in-law was returning from the tank and as she had noticed
that the man was coming out of her house she asked him why he went
4ry, tothat house. *‘ Madam, I am very sarry I went there to beg.”’
*  *"And what is the result?”’ ‘‘Your daughter-in-law said there
was nothing in the House, she cannot give anything.”” She then asked
the beggar to follow her and when she came back to her house, she said to
the beggar with great vchemence: ** Now there is nothing in the house and
JYou better go back. It was impertinent of my daughter-in-law to say
that ‘there is nothing in the house and I cannot give anything’ when
it is my privilege to say so. Has it come to this that she has become
the mistress of the house?’’ Now, that, Sir, is an intolerable position.
“That is what the British Government will do on another occasion. 1 ghall
refer to the manner in which the Secretary of State has dealt with certain
action of the Government of India.

Sir, the question of the State Bank versus the Sharrho'ders’ Bank
took the whole of this day and my friend, Mr. Ramaswami Mudaliar. has
taken all the wind cut of my sails, and I am not going to waste the time
of this House by saying anything about it. T will only suggest this. (An
E{onoumblc Member: : ‘“Why not give us a bit of your mind?’’), I have no
view. Bir, for this reason. As George Fliot makes Silas Markes say:

":l::z all say the same thing,

people say one thing, some another, as I alwa N
Molw.mri.htudbothd&hunm:mg.“'b
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'So far as India is concerned, Sir, there is absolutely no criterion at all.
Lord Morley was once talking of the reforms, and when our people con-
tended that the reforms were suited to England, and why not to India,
he said; ‘‘don’t ask about the Canadian furcoat. That can only .be worn
in Canada and not in India . So, whenever we ask for something else,
we are told: ‘‘the conditions are quite different here, you must ask for
something which will suit your conditions. You cannot work things which
suit the conditions in England’’.

Now, however, when we discuss the Shareholders’ Bank, we are told:
** look at what the whole world does! Everybody has succeeded with the
Bhareholders’ Bank, and why India slone should think she will not
succeed ?”” My Honourable friend accurately described the activities of
the Currency League. They said that the Central Banking Inquiry Com-
mittee- unanimously supported the State Bank. 1t was shown that it
never did anything of the sort. That is how the whole trouble arose. If
the State Bank is going to be administered by the State, why, we can
continue in the present condition. We are, it is said, not satisfied with
what the Government of India have been doing, and my friend, Mr. Das,
gays that he has no reliance upon the Government of India and that they
are sure to ruin your whole interests. What are you going to do? Now,
I am perplexed, I am a man in the street.. I noted that these men sit-
ting in solemn conclave in London have come to the conclusion with the
asmistance of foreign experts that a Shareholders’ Bank would work well;
T said, “‘all right, I close’’. It is an experiment,—in fact we are having
a series of experiments upon our currency policy. Are we not having
one continuous- series of experiments from the time of Adam Bmith up
to now? Sir, try the Shareholders’ Bank; but, if you can agree, make
a provision that after some time when you find that the Shareholders’
Bank does not work well, give a power to the SBtate to purchase it. (Hear,
hear.) Sir, I quite remember the provision in the Bill quoted by my
Honourable friend, Mr. Mudaliar, regarding the supersession of the Bank.
Now, that word has a bad odour. In the Madras Presidency, there is a
District Municipalities Act which has got a provision about superseding
municipalities. (Mr. K. C. Neogy: ‘‘There is such a provision everywhere.'’)
1 suppose it is everywhere, because the genius is the same. (An Honour-
able Member: ‘Evil genius.’’) 8ir, the question of the supersession of
the Bank is quite different from the proposal T make. What 1 say is.
**Let the Bank go on as it is; let my friends on this side, who are very
anxious for a State Bank, have their innings, and let them see if the State
Bank will function better than a Shareholders Bank; but after the elahor-
ate explanations given by my Honourable friend, Mr. Mudaliar, I bhave
very little to choose between a State Bank and a Shareholders’ Bank so far
as practical results sre concerned. '

8ir, with regard to the Deputy Governors, I cannot understand why
you want two of them. Tt is absolutely imposesible to believe it. The
Select Committee says:

““Considering the amount of work that will come before the Bank, we are of
opinion that two Deputy Governors should be appointed.”

Sir, in the year 1927, we were quite satisfied that one Deputy Governor
would suffice. Why are there to be two now,—because we are becoming
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old, or what? You do not know what exastly is going to be the volume
of business of the Reserve Bank. Wait and see. If you should want one
more Deputy Governor, you can very easily bring him into existence. I
would, therefore, submit with regard to the appointment of the two Deputy
Governors that this Bill requires a little re-consideration and I think we
might just as well start with a small beginning. We have got a dictum
in our Shastras:

“Alparambhah  Kshema Karah."
“If you want prosperity, begin from small things. Do not jump ab big things.”

Then there were certain proposals made regarding the proportion of
shares to be held by Indian nationsls. I must say that when a provision
like that is made, it does not mean any discrimination, however distant it
may be as suggested by my Honourable friend, Mr. James. Such a
provision, I believe, has found a place in most of the Reserve Banks in
Europe. I cannot understand why, when these provisions existing in
those banks are not held to be discriminatory, they are to be necessarily
held as discriminatory when inserted in our Indian Act. I quite agree,
there is a great deal of force in the argument of the Honourable the
Finance Member that practically the thing will come to even more than
“15 per cent, and that it would be much better that such a provision should
not be made in the Statute. Now, 1 happen to have heard of a gentleman
of the name of Mr. R. K. 8hanmukham Chetty (now he is the Honourable
Bir Shanmukham Chetty). He was a. big fighter in those days when the
1937 Act was on the anvil. Now, this is what he said regarding assur-
snces that might be made. Listen to what he says. Regarding the
Yorecast as to what the position will be if no such provision is made in
the legislation, he said:

. “By bitter experience we have realized that there is wo more use pimming our faith
even 1o solemn declarations made on the floor of the House.” '

This is not my language; it is the Honourable Sir Shanmukham Chetty"s
argument:

“*And nothing short of a Statotory provision of this nature will satisfy the Honour-
able Memberr on this side of the House. 1 want the House to bear in mind this, that

if the fir:t Governor or Deputy Governor is mol to be an Indian, for fifteen years you

That Is the renson why I say that a provision positively enaeting what
wo want should be made in the Statute, so that, hereafter, if some persons
were mischief-minded, thev may not be able to create that mischief.
8ir, if T may dizress a little T will make a referenee to the saying of a
great man: ““We have cheated the Indian nation.”” It was Lord Lytton
who said that and it was with reference to the Btatutory Civil Service
and the vrromise that was made to the Indians in order tv recruit them
into the Statutory Indian Civil Service. He said: ‘“We have broken to the
theart the promises that we made to the ear.”” He said that, of course,
after he was qut of ofiee. Now, the reason whv T have mentioned it is this.
Things which dre said are not evidently binding upon anybody and they
will take their usual course irrespective of any pledges given on the floor
of the House or elsewhere, That is the reason why I say that the pro-
portion of the shares as well as the nationality of the person who would
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hold this appointment of a Governor or a Deputy Governor should be
cally stated so that there may be no quurrel afterwards. 1 am very
that that is the position and we have got to conform to it.

Now, 8ir, I proeeed to another important question, and that is a question
in which I am especially interested, namely, agriculture. Every timeo
the question is raised, there is a good deal of sympathy flowing for the’
agriculturist, but in practice nothing happens. The Central Banking In-
quiry Committee, among other things, pointed out that, although there
were 23,500 odd towns in India, there were only 441 commercial banke

operating. They took into consideration the posrtlon of all these banks of

w}nch a list was placed before them and they found that these banks,

however much they tried, would not be able to meet the demand of the

:ﬁncultunsts Consequently, they recommended as follows after bakmg
#Ré conditions. relating to this matter into cmnderatmn

“‘We agree with the foreign banking experts that add: tnoml provision should be
made in the Raervo Bank Bill enabling .the bank to make loans and advances on the
security of movable goods, wares and merchand‘se as well as against the warehouse
warrants or warehouse receipts represeating such
. I know that in clause 17, in two places, credit is assured to the agn
culturist. But it has been assured only on documents containing two
signatures, one of which should be that of a scheduled bank. Now, take
my case in Madras, I have got my grain and other produce which 1
cannot sell at a favourable rate at the time when the Government demand
their money. I am sorry to say I have got to pay quite a good lot. Now,
if I go to the Beserve Bank. what happens? I must take betore them
a document signed hy two persons, one of whom should be a scheduled
bank. If vou turn to the Schedule of this Bill, you will find that there

is only one scheduled bank in Madras and that is the Indian Bank. (Diwan
Bahadur A. Ramaswami Mudaliar: ‘‘There is the Nedungadi Bank and
aleo the Hindustan Bank.”’). That bank is not mentioned there. I think.
But it is the same to me. All these gentlemen work in Madras and we
down south have got to go to them and first make ourselves known to
them, because without kmowing us. they will not countersign this doeu-
ment and, by the time all these formalities are gone through, the time
for the payment of the Government kist passes, and what are we to do?
Considering all these difficulties, the Central Banking Inquiry Committee
suggested that loans should be advanced on the security of movable goods,
wares, etc. On the other hand, I am speaking subject to eorrection, if u
oommamalmnhugothmgoodsmawarehouseormagodown helockn
it up and gives it to the bank and, on the security thereof, he is able
to obtain some advance. But look at the poor agriculturist who so far
has not been able to get a single pie out of these commercial bavks. You
go to the Imperial Bank and they will say that they have opened 100
branches. but it is easier to interview the Viceroy than to interview the
Agent of the local Imperin] Bank. You have got to wait outside, hecause
the Sahib has no leisure and the Jamadar takes a lot of time before he
intimates your presence there. (Mr. B. I'. Jadhat: ‘‘Groase his palm.’)
Sometimes you have got to do that; you cannot help; that is part of the
day’s work. Afterwards, we are refmed to the cashier. The cashier sa
to himself why should this man have more money than myself. So he
says that the Agent is very busy and, therefore, he ‘cannot take me to him
and ssks me to come day after tomorrow. So T have got to go back
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six miles absolutely disappointed. Now, how long this sort of thing is
going to last? He trades upon my money; he earns a profit upon it, and
when [ want that proper facilities should be afforded to me, the 8ahib
cannot be seen and the cashier retused to give me the amount. There-
fore, I have got to go to that much maligned and much hated sahukar
upon whose devoted head so many curses have been showered and yet,
at the nick of time, when the most important event comes, namely, the
payment of Government, kiaf, it is he who ocumes to my rescue and not
the great Imperinl Bank with all its*Charters and Directorates and other
things. That, Sir, iz the position in which the agriculturist is placed,
and what does he care whether you bring into existence the Reserve
Bank s0 long as you do not provids something in it on which he is to go.
1 know that in clause 53 the Bank is advised that they should within three
years hatch a proposal and bring it into existence to be legisluted upon
# necessary. That reminds me oif what 8ir George Yule Baid from the
Presidential Chair of the Indian National Congress years ago. It is ancient
history. He said: ]

* “"Providence entrusted the fate of India to the British nation.and the .British natiom

threw back the trust upon Prgvidence. So, between the Providence and the British
nation, the Indian nation got nowhere.”

That is the position. We have nothing to do with the Reseive Bank.
Government, with all their paréphernalia of the Central Agricultural De-
partment, the local Agricultural Department, the Director of Agrieulture
and the whole army of officérs tacked on to the Imperinl Council of Agri-
cultural Research, think that they do a great deai, but the result, so far
as I can see, is absolutely nil, and it has not yet been able to devise a
scheme: whereas, when the Reserve Bank comes into existence, the whole
scheme is expected by serious minded men to come out, as they say, from
Jove'’s head one fine morning and then everybody is going to be happy.
No, 8ir, not three vears, but 80 years we may wait and yet the Reserve
Bank will have no echeme to bring forward. Why, not becauso they de
not want to do it, but because they do not understand it. These eight
Directors who are being elected by the shareholders, and the Governor
who is going to be appainted, not because he is an agricultural expert, not
because he is a landholder, not because he knows the conditions emﬁﬁ
in this country regarding agricultural credit. but because he is a man
tested experience in hanking business which T accept is an absolutely un-
satisfactory qualification, that is only by the way, I ask what can these
gentlemen do? Thirteen gentlemen,—thirteen is a very unlucky number,

An Homourable Member: Fourteen.

Raja Bahadur G. Krishnamachariar: ['sually with Englishmen 18 is a
very unlucky number. With us 8 is very unlucky, but with Muslims, 8, 9,
18 and 18 are very unlucky numbers. 1 ask, what can these gentlemen
do? T have no complaint against them. They may try to d> their best.
but in the end they will not he able to do it. 8o, for God’s sake, as
the Reserve Buﬂk is not going to come into existence for another year,
there is absolutely no reason for this hurry. You might have framed a
scheme, if you really wanted. on the Central Banking Inquiry Committee
Report. There ure lots of materials which will enable you to come to a
conclusion regarding this and T respectfully submit that it is the provinoe
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«of the Central Agricultural Department with their highly paid stafl to try
and frame a scheme by which the rural credit, to which my Honourable
friend, Mr. Raju, referred, might be embodied in this Bill when this Bill
starts. That will give me satisfaction and that will impress upon the
sgricultural population, which forms the mass of the population of India,
that after all something is going to be done to them, Sir, talking of
_the facilities regarding agricultural operations and the payment of Govern-
ment demand by the agriculturists, there is no reason why some of these
indigenous bankers and sahukars should not have been inserted in the
8chedule.. The Central Banking Inquiry Committee has made proposals
extending from, I believe, pages 108 to 110. There is not any indicstion
of it in the London Committee,—I do not know if it was within their
purview, they are all big men and these small things like the interests
<f the agriculturists do not trouble them,—there is no indication that the
London Committee have dealt with this problem. I should like to know
why my Honourable friend, Sir George Schuster, did not take that into
consideration when he framed this Bill. The Government spent a lot of
money on this Banking Inquiry Committee and they went round the whole
country and brought out a report—l do not know where the report has
gone. It is perfectly true as my Honourable friend, Mr. James, has said
that i these gentlemen. have been rationalised it would be a good thing.
‘The Honourable the Finance Meraber said that if they were raﬁcndises.
then they automatieally come into the seheme ard then they do not want
anybody’s favour. We say the Bank should find out a way by which
these indigenous banks and the sahukars, rome of whom individually can
purchase most of the scheduled banks which I find in the Schedule, I say
that these indigenous banks and the sahukars should be roped in. '

Another point that has been troubling is the question of ratio. I am
®ot going to discuss the merits or the demerits of the question of ratio,
because, in the first instance, I do not undestand it and if you view it
impartially, from the point of view of the agriculturists, then the lower
ratio is very good. Some gentlemen, viz., Mr. Benoy Kumar Sarkar,
for instance, contest even that position and he has issued s brochure where
he shows that £0-1-6 ratio has been greatly beneficial to the country and
he gives figures from the export trade and reduces them in terms of rupees
and points out how the thing has been going up. It is impossible for me
40- understand it and, even if I do. it is irrelevant from one point of view
#0 discuss it in connection with this measure and, if T msy respectfully
8ay 80, it will be a waste of time. But there is one thing to which I must
invite the attention of this House. It is said here that the provisions of
this Bill relating to it are only intended to indicate the existing condition
and no change is intended to be made in the ratio and, therefore, they
are not of much consequence. But the provisions are not so innocent as
that. What we want to know is the condition existing now. Under an
executive order, passed in 1981, the rupee has been linked with sterling at
a certain rate and it continues whether vour Reserve Bank comes into
existence or not, unless the ratio has been altered hy an executive order
or by an Act of the Legislature. Then, mav T ask, why vou want tc insert
this provision in the Reserve Bank Bill? 1t is there already whether vour
Reserve Bank is brought into existence or not. The thing is there until it
is.amended. T ask respectfullv, why insert clauses 40 and 41 in this Rill ?
J-am a man-in-the-atreet. and I-do not understand these problems of high
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tinance and to me it seems that, whereas in the Indian Currency Act the
rupee was linked to gold of one shilling six pence, now one shilling six
pence is linked to sterhng There has hitherto been no Statutory declara-
tion that one shilling six pence is linked to sterling.

mzmuosueoomsm First of all on the last point,
there is a Statutory provision linking the rupee to sterling. If my Honour-
able friend will read the Currency Act of 1927, he will find that the
Government of India are undéer a Statutory obligation either to provide
ls. 6d. gold or 1s. &d. sterling for every rupee and, therefore, the present
position is the one which exists without any further Statutary provision.
QOn the second point he asked, I would like him to read the Bill, and he
will find that, on the Act coming into operation, the existing Currency Act
is to be repealed. That is necessary because the Reserve Bank hss to
take over all the functions laid upon Government in the existing Currency
Act. That was why it was necessary to lay down, in those two sections,
the actual ratio which, as my Honourable friend has quite rightly poiuted
out, is already pronded for in the existing Currency Act.

Rajs Bahadur G. Krishnamachariar: Even then there is this iittle diffi-
culty which I raised at the commencement of my argument, namely, the
right to amend. B{posing you repeal the Currency Act as it is by the
laat clause of the Bill, then, what remains, is the provision' in the Reserve
Bank Bill regarding this exchange. Apart from the consideration as to
what it would be at the time when the Aet comes into force, the position
m that you can never change it except with the consent of, Parliament.

England is a country which imports raw masterials and exports ‘finished
goods. Woc are just the contrary. What would suit England would not
suit India and Mr. Churchill said the other day that if frade with India
goes our Empire goes, and nobody wants to lose an Empire.  Conse-
quently, if you repeal the Indian Curmncy Act and if, in place of the
Indian Currency Act, you put this provision in the Reserve Bank Bill and
if my contention, as interpreted in the evidence of the Secretary of State,
is correct, that you csnnot amend this Act except with the consent of
Parliament, then 1s. 6d. is fixed for ever unless the Parliament agrees

to the amendment.

The Honourable 8Sir George Schuster: May I point out to the Honourable
Member that the position would be exaetly the same if the Currency Aet
is left in operation. That is also covered: by para. 119 of the White

Paper.

’a Dal’du G. Krighnamachariar: Para. 119 of the White Paper

says Governor General at his discretion . T am very sorry or T am
glad that the interruption has been made. Para. 119 says thut the Acts
among which the Currency Act would come in the future Legislature could
not be amended except with the previous sanction of the Governor Gleneral
ut his discretion. Does it mean, is the explanation of the Honourable
Member to this effect, that the Governor General at his discretion means
the (Jovernor General’s discretion as commanded by the Secretary of State
or as pulled from behind by the intercsts of the City of London? Then,
that makes the case worse. But I am quite prepared to reckon with thu
position for this reason. The Raserve Bank Act is evidently not going to

K
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come into force, and if I can bring pressure to bear upcn the Governor
General between now snd the passing of the Constitution Act,—I do not
say I will succeed, but it is quite poasibie in view of the widespread demand
in the country regarding the devaluation of the rupee or whatever they
call it or the lowering of the rute of exchange which would heip the" gri-
culturists,—I say it is quite possible for me to amend that Act. If it is
only a statement of existing conditions for which there is ample Statutory
provision in the Indian -Currency Act,—which I am sarry I fail to notice
and I beg the Honourable Member's pardon for making a statement whth
does not seem to be quite accurate,—why do you want to put it when it is-
merely, as far ag I can see, a surplusage in this Bill? That, Sir, is my
position with reference to thess two clauses. I have tabled an amendment
and’ for the rest I shall see what happens when it does come. There is
only ome other clause regarding which I have got an objection, but I think
I will raise it as a matter of amendment, and that is the power to make
rules. There is a littde book written by the present Lord Chief Justice
of England, ** The New Despotism *’. I would very earnestly commend the
careful attention of Honourable Members to that book to realise how
departmental legislation can completely over-ride the intentian of original
Statutes; and with all good will when the Department or, in this case, 'the
Reserve Bank or its executive finds that certaiu things are necessary, the
always find some way. or other by which to enact that. It is padec#
true that it is subject to the sanction of the Governor General in Council.
1 should be sorry to say that the Governor General would sanction any-
thing that a clerk puts up in his note which everybody else had passed..
There is a little story about it. In the Board of Revenue, Madras, &
certain proposal came up and the clerk, whose business it was to deal with
things of that sort, said: '* For orders ', and . his note to the First
Assistant. The First Assistant thought that man had written a note,
but he never saw it and simply initialled it. It went to the Secretary who
also initialled it. Nobody ssw that it was for orders gnd then it went
to the Member of the Board of Revenue and he also initialled it. The
practice in the Madras Board of Revenue i that from the Member it goes
ctm_ight to the copyists’ section in order to copy the order. It went to
the head copyist, but he did uot see any orders and took it to the Firsé
Assistant and asked what he was to type. Then began a whole series of
references and orders. T do nct suy that this sort of thing happens always,
but it happens sometimes; and, in @w inéSitutlon like the:Reservk Bank,
when eertain rules sre proposed, they will pass them and be done with it.
That'will be the position and I shali develop it in connection with my amend-
ment. These are the considerations that I respectfully submit for the
consideration of the House upon this general consideration of the Bill.

Rai Bahadur Lals Brij Kishors (Lucknow Division: Non-Muhammadan
Rural): Bir, I do not want to deal in my speech with regard to the con-
troversy whether the Reserve Bank ghould be a Shareholders’ one or o
State one, but I would simply remind that in 1925 we . had the Royal
Commission on Indian Currency and Exchange. That Committee went
into this question and the report was submitted in August, 1926. The
Committee recommended amongst other things the creation of a Central
ar Reserve Bank which, in their opinipn, would be a Shareholders’ Bank.
They also stated another very important point which is under discuasion
today that the Bank should be immune from political influence..  Bir, ‘as
!*.ngias provision is made that the Reserve Bank will function in the
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best interests of the poor people of this country and will grow into a con-
fidence inspiring institution, I shall be satisfied with the scheme irrespec-
tive of the fact whether it is a Shareholders’ one or a State one.

8ir, belonging to the landowning class, I am greatly interested in this
Bank doing everything gossible to improve the lot of agriculturists in
this country. In any scheme of the Reserve Bank, I think the interest
of the agriculturist, who is the mainstay of this country, should be
supreme and, therefore, I strongly support the suggestions made in this
House to establish direct contact between the Reserve Bank and the rural
societies established for the purpose of improving the lot of the agricul-
turists in this Act. In my humble opinion, this ought to be done as soon
as possible and not put off for years as is suggested in the Bill. Sir,
India is primarily the land of =griculturists. =~ Any scheme . f central
banking, which does not take them into account. cannot meet our require-
ments to the fullest extent. Any scheme which makes the financiai con-
dition of the agriculturists easy must be welcomed It is in this hope
that I appesl to the Honourable the Finance Member, who is unquestion-
ably one of the ablest financial experts of India, to consider favourably
the recognition of agriculturists’ banks and land mortgage banks. 1 fur-
ther appeal to him to give to India the benefit of his entire ability and
wisdom in solving this difficult problem.

Sir, one other thing which I see in this Bill is that the United Pro-
vinces has been entirely ignored though it is a very important trading
centre, specially with the development of the sugar industry. 1 think
it is only faif that a local committee should be appointed for the United
Provinces and that it may be located in one of the important centres.
either at Lucknow or Cawnpore. The latter place has nghtly been
pointed out by my Honourable friend. Mr. Bagla, that it is the Manchester
of Northern India. S8ir. I do not mind which place, but 1 certainly
think that the United Provinces should have a local committee of its
own, because it is a very important centre and, with the development of
many industries in the next few years, we would all appreciate it if a
local committee is appointed for the United Provinces.

The Assembly then adjourned till Eleven of the Clock on Thureday, the
30th November, 1983.
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