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" RESERVE BANK OF INDIA
(AMENDMENT) BILL

MR, DEPUTY-SPEAKER: Now we
take up the Reserve Bank of India
(Amendment) Bill. Mr. H. M, Patel.

THE MINISTER OF FINANCE
(SHRI H. M. PATEL): I beg to
‘move;

“That the Bill further to amend
the Reserve Bank of India Act, 1934,
. be taken into consideration.”

* Bir, this Bill seeks to amend the
Reserve Bank of India Act, 1934 pri-
marily to enable the Reserve Bank to
deploy a part of vur foreign exchange
regserves to the best advantage.

During the last few years, our
foreign exchange regerves have in-
créased sizeably, From the level of
Rs, 480.38 crores at the end of 1971-72,
the present level of the reserves as on
28th April, 1978 was of the grder of
about Rs. 4649 crores. The recent in-
creasing trénd in the reserves j a con.
sequence of the improvement in the
external payments brought about by
JAhe adoption of g number of measures
directed towards curtailing dependence
on imports on the one hand ang by

g cxports ang encouraging the
inflow of remittances through autho-
lized channels, on the other, Net in-
flow of external assistance has also
picked up, but the invisible receipts
have played a major role in the spurt
in the reserves. Inwarg remittances,
8uch a8 for family maintenance and
savings gf non-residents gecounted for
A pizeable part of the growth, The
considerable increase in inwarg remit.
tances was facilitatey by several cir
cumstances, such as an increase in the
number of persons, working abroad
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encouraged the inflow of remittances
through authorised banking channels.

At present investment of foreign
exchange reserves is confined to de-
posily with banks incorporated abroag
or purchase of Government securities
or securities of international institu-
Uons. The Reserve Bank of India Act,
ag it stands, does not permijt the
Reserve Bank to invest in Government
8uaranteeq securities or bondg issued
by any financia] institutions, or to
keep deposits with branches of the
Indian banks gbroad, Likewise, ynder
the Act, no loans can be given by the
Reserve Bank in foreign currencies.
With the increase in the foreign ex-
change balances, it ig necessary that
some of these restrictiong are removed
to facilitate deployment of the external
balances to better advantage,

At this stage, while commending the
Bil] for consideration, 1 shall confine
myself to the relatively more im-
portant provisions. It is proposed to
empower the Reserve Bank ty open
g0ld accounts abroad, invest in foreign
securities guaranteed by a foreign
Governmen!, open accounts with for-
eign branches of Indian banks and
invest in the shares and securities of
international, or regional banks, or
financial institutions formeq by foreign
governments, or principal currency
authoritjes,

It is algo proposed to empower the
Reserve Bank to give loans to schedul.
€d bankg and certajn gpecified financial
institutions to enable them to purchase
foreign exchange from the Reserve
Bankm-ﬁmmlngﬂanmport of capi-
tal goods and for other gpproved pur-
poses. The Reserve Bank {g also being
empowereq to give to scheduled banks
and certain specified financia] institu-
tions loans in foreign currencies by way
of refinance in respect of foreign cur-
rency loans given by them for financ-
Ing interational trade, jmport of capital
€%9ds and vther spproved purposes.

The Bill also includes certain am-
endments tg the Reserve Bank of India
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Act, which are considered necessary in
the light of experience gained in the
administration of the Act.

Sir, I would not like to take more
time of this Houge on the gther pro-
visions of the Bill

MR. DEPUTY SPEAKER: Motion
moved:

“That the Bill further to amend
the Reserve Bank of India Act, 1084,
be taken into consideration.’

There are two amendments, Shri
Vinayak Pragad Yadav js not present.
Is Shri Hukmdeg Narain Yadav move
ing his amendment?

ot gew W aoEw TW (RE-
aft) : .| wERT, A S
AT § -

“fx Prdaw w2 15 yaif, 1978
a% 17 Aai ® fat o afcarfes
fear ama "

SHRI B. K, NAIR (Mavelikara):
Sir, the Minister hag explained the
remsons for moving for consideration
of this Bill. It is very clearly men-
tioned in the Statement of Objects and
Reasons also, where it is stated:

“During the last few years India’y
foreign exchange reserves have in-
creaseq sizably. There are also new
opportunities for investment of re-
serves available now....

Accordingly, it is proposed to
ameng the Reserve Bank of India
Act, 1084, for empowering the Re-
serve Bank to open gold accounts
abroad, invest in foreign securities
guargntesd by a foreign govern-
ment, open acoounts with foreign
branchey of Indian banks....”

48 hrs,

Whily
few weslks ago; the Finance Minis.
‘ter had stated thus in pars 8 on page
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8 about the utilisation of the foreign
exchange resources accumulated so
‘ll"

“The country’s foreign exchange
reserves have risen further, despite
ap increase in imports, because of
continued jnward remittances - ang a
small surplus on tradg &ccount.
Since reserve accumulations amount
to lending abroad, these should be
drawn down and used for interpl.l
development by a poor country like
India.”

Clearly that objective wag good, The
reserves have been accumulated over
a period of so many years with the
sacrifice and suffering of the peopie.
The Minister has sajd in his Budget
speech that the reservey will be utilis-
ed for country's development, tor
industrial development and not for
investment abroad. What is actually
being proposed to be done now is just
a reversal of the original intention.
The entire object of having created
the reserves here 1s being defeated by
openly declaring the intemtiom that
the money is going to be invested
abroad in securities and ghares. So,
the entire objective is being sabotaged.
In the Statement of Objects and Rea-
sons, the Minister clearly gays that the
money will be granted to Indign banks
mainly to enable them to purchase
foreign exchange from the Reserve
Bank to finance import of capital
goods and gother things. For purchage
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that the. price of gold comes down.
What we have seen in today’s papers
is that the price have gone up. The
smugglers are active again. If it was
the intention to defeat the smugglers
by resorting to sale of gold, then the
purpose has been defeated. What are
you going to do with that? The whole
thing is being cornered by these people
sg taat the prices may be pushed up
again. So, in that object, the Govern-
ment hag failed. )

Last year, that hag happened? Mr.
Patel was telling us that he would try
to maintain the deficit at Rs, 84 crores.
But what hag actually happened? The
deficit was more than Bs. 900 crores.
In course of time, what js going to be
done with whatever reserves that are
available for our purposes? We do
not know how long the remittances
will continue, Just now, he was gee-
ing that the reserves are going up be-
cause of remittances from gbroad by
people who are in the Gulf ang other
countriegs and are doing even manual
labour there. But how long will this
<continue? These fellows will have to
come back. Therefore, let us not
squander away our reserves.

Today, we have a reasonable stock
of foodgrains. What will happen to-
morrow? The 1980s° are going to be
scarcity years so far as foog produc-
tion ig concerned ang the whole world
will face scarcity conditions. What
will happen if two monsoons fail?
The entire stock of foodgrains will be
eaten away. Therefore, let us not
fritter gway the reserves that we have
got, to the western countries by way of
securities ang shares. We should pre-
serve jt for our own purposes.

There is another item. We are go-
ing to expand our industries. We will
Tequire a lot of money, a lot of capital;
we will require capita] goods. The
hion. Ministér of Industry, Mr. George
Frenandes, is going to set up 450 or
so new industrial centres. These will
require a lot of capital, a lot of machi-
nery to be purchased and a lot of raw
material to be purchased. Where
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fiom are we going to find the money?
Ley us provide for all that. I do not
mind setting apart a small part of the
money to remain with the banks for
some other purposes. But our primary
concern is to utilise our resources for
our own progress, for our own deve-
lopment,

There is another thing. Our nation-
alised banks have not been an exam-
ple of efficiency. The profit made by
the so many nationalised banks was
only Rs. 19 crores during the. last
year. A lot of money is being fritter-
ed away on so many non-essential
items, unnecessary things. Almost all
the banks are under a cloud. So many
inquiries are going to be held or are
being held. Are we going to permit
them to squander away money like
that? Where is the efficiency of our
banks? The Government shoulg keep
all the money with themselves in their
own hands, and not a pie to be given
out.

So far as we are concerned, at the
moment, we are having a time of
peace. But looking round, we find
Saudi Arabia ig accumulating arms.
For what purpose? Iran is accumulat-
ing arms. For what purpose? They
may, not attack ys. But whenever ang
wherever war develops, we will be
engulfed in it. We may not be a
party to it. But the pulls and pres-
sures of war will drag wus into it
Where is the guarantee of permanent
peace in the world? There no such
thing. The war in any par{ of the
world may develop at any time. We
have to be prepared for it.

The hon. Finance Minister, Mr, H.
M. Patel, wag saying the other day
that gold is' never used in war. He
was having a joke at us. He said:
“I never thought that gold has no use
in war. What is to be used in war
time? Bankruptcy? Unless you have
gold, what are you going to do? Of
course, you cannot keep the army at
the rate at which the Soviet Union ang
America are doing. But we cannot
take peace for granted. Any time,
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war may erupt So, I would suggest
that not a pie of the money should be
kept out of the hands of the Govern~
ment or spent on the purposes men-
tioned in the first part of the state-
ment Ag far ag the secong part is
concerped, 1t 13 all right The entire
money should be useg for our own
development only, for the purchase 0f
capital goods ang for gur industrisl
development,

We cannot be aiding foreign coun=
tiies with our hard earned reserves
These reserves should be utihsed for
our 0wn purposes, for our own devee
lopment The next five years are
very crucial 8o far as we afe concern-
ed We should not fritter away gold
Like that That policy should be re-
traced 1 would hke the hon Minis-
ter to clerity what he 18 going to do
with the gold sale programme Four
or five gold sale programmes are going
to be there Is he going to continue
with them or put a stop to them? In
he gomng to serve the interest of smug-
glers and black-marketeers op 18 he
going to serve the interest of the coun-
try by saving whatever little gold we

have
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To opep gold secunity accounts
abroad, Invest in foreign securities;
Open eccounts with foreign bian-
ches of the Indian Bankg and to
invest yn the gecurities of the Indian
National Banks and regional banks
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“It empowers the Reserve Bank
to give loans in foreign currencies
to scheduled bankg and certan
specified financial 1nstitutions to
énable them to purchase foreign
exchange from the Reserve Bank
for Anancing import of capital goods
and other approved purposes”
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SHRI VAYALAR RAVI (Chirayin-
kil): Mr. Deputy Speaker, Sir, I
oppose thig Bill. I don't think it is
a very pious or an innocent Bill. This
has some ulterior motive not only
in squandering away the foreign ex-
change reserve of this country but
also in making a jugglery and mani-
pulating and taking away money
from India to outside by certain pri-
vileged class of people in the country.
H you go through the Bill carefully
you wil] find that it can very well
be seen that the provisions have been
made not only for purchasing the
shares or putting money in the secu-
rities of the foreign countries but also
allowing the banks to operate in the
import of capital goods.

Before coming to that, I would like
to make it very clear that here today
es law exists it is not possible for
any individual of this country to take
away money easily and open an ac-
count outside or he can save money
outside. So, it iz known to the pub-
lic at any time as jn the case of
Indujas. Even if legelly you have to
transact money, it has {o pass through
different Ministry and the Govern-
ment's cons=nt hvs to be obtained. I
know the Government is in trouble in
the transactions with Indujas and a
motion of Privilege has already been
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moved by me against Mr. H M
Patel and Mr. Vajpayee. 1 do mot
want to go into it. The Deputy Leader
of the Janata Party, Mr. Mishra has
alsp pointed out about it under Rule
877. It is g classical example how
the Government iz enabled to trans-
fer money without the knowledge of
the people. But they will be caught
today or tomorrow. If Government
passes this Bill, they can escape such
a responsibility and can squander any
amount of money; they can allow the
privileged class like the Indujas to
squander money outside the country.
I do suspect that the whole purpose
of this Bill is to defeat the present
procedure so that monetary transac-
tions outside the country can be
manipulated.

In the Bill on page 2, in Clause 4-I,
it is gaid very clearly.

“the making to scheduled banks
....and any other financial institu-
tion ag may, on the recommenda-
tion of the Bank, be approved in
this behalf by the Central Govern=
ment of loans and advances repay-
able on demand or otherwise and
against such security and on such
other terms and conditions as may
be approved in this behalf by the
Central Board for the purpose of
enabling such banks, or financial
institutions; as the case may be, to
purchase foreign exchange from
the Bank for the purpose of financ-
ing the import of capital goods or
for such other purposes as may be
approved by the Central Govern-
ment;”

What is the gifficulty here today?
Those who are getting the import
licence can import. What is the diffi-
culty? Why do you want this pro-
vition here? You only want a free
hand to be piven lo the Reserve Bank
and financial corporations, scheduled
banks, nationalised banks and other
banks to munipulate the foreign ex-
change. In the name of import or
export, whatever it may be, you are
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giving a free hand to all these insti-
tutions to deal with foreign exchange.
Our country had the bitter experience
of the smugglers. Even today they
persist in their operations. Cap we
allow these jnstitutions, which are
known for corrupt practices, to do all
these things. A little while ago, my
friend, Mr. Unnikrishnan, during the
call-attention, has told us as to what
is happening in these institutions of
the country today. About LIC, about
IDB and other institutions, I can
speak volumes. By this Bill, you are
allowing them to do their operations
not only in India but outside India
also; you are encouraging monopoly
houses to squander away the foreign
exchange. You are expanding the
scope for corrupt practice to abroad,
outside the borders of the country
also. That is what you are doing by
this, nothing more. The provision
that is being made here empowering
the Reserve Bank to give loans in
foreign currencieg to scheduled banks
and other financial institutions for
financing import of capital goods. will
only load to more and more corrupt
practices, nothing more. The exist-
ing 1ules and regulationg today are
enough to look after these things. It
has not been explained by them as
to what is the neeq for such a pro-
wvision to be incorporated in  this
Bull.

Now I come to more dangerous
things. 1 want to invite your kind
attention 1o page 3, clause (12B)
please sep the proviso:

“Provided that the borrowing
bank or flnancial institution, ag the
case may be, furnishes a declara-
tion in writing to the effect that—

(a) it has made loans and ad-
vances jn foreign currencies for
financing international trade or
for the import of capital goods or

] for such other purposes as may
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be approved by the Central Gov-
ernment; and

(b) that the amount of loans
or advances go made and out-
standing at any time will not be
less than the outstanding amount
of the loang or advances obtain.
ed by it from the Bank;”

So, the purpose of the Bill i5 very
clear. The Government, as ] said
earlier, wants to allow....

MR. DEPUTY SPEAKER: Please
try to conclude.

SHR] VAYALAR RAVI: 1 will con~
clude in one minute. This is not an
innocent Bill It is a very important
Bill. I do not know why only one
hour has been allotted for this.

Now. look at this provision. You
allow the private banks also to
operate. You will allow them to in-
vest in foreign securities; the Reserve
Bank can allow Investment in foreign
gecuritieg guaranteed by foreign Gov-
ernments For what?

Mr. Nair has rightly pointed out
this thing It i< true that the foreign
exchange reserves have now Eo0ne up
to Rs 5000 crores. What was the
condition in 1974-75? It had never
gone beyond Rs. 1,800 or Rs. 2,000
crotes. Now the reserves have gone
up because we have completely cut
down import of fertiliser and import
of foodgrains. Also the remittances
of Indiang working abroad have gone
up to Rs. 1,500 or Rs. 1,600 crores.
This does not megp that Government
should squander away the entire
money that is available. A time may
come when we may need this money
to purchase essential goods. They
are importing left and right without
looking at any corner. This shows a
tendency to squander away foreign
exchange and gllow certain forces in
the country to resort to corrupt prac-
tices, because they can accumulate
wealth not only in India but outside
the country also. I oppose this Bill.
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They gre allowing banks ang such
institutions to be opened everywhere.
They are allowing the Reserve Bank
to purchase shares and put money in
foreign countries. Where is the Cen-
tral Government? Where is the
Foreign Affairs Ministry? This ques-
tion ig linked up with the policy of
the Government; it is linked up with
the foreign policy: it is linked up
with the nationa] interest. I would
like to know from the Hon. Minister
what guarantee he can give to the
House that the Reserve Bank will not
act against the foreign policy of the
Government with reference to the
developing world. They are giving
a free hand to the Rescrve Bank to
put money in any country they like.
I do not know whether they will go
even to South Africa. How can you
prevent them—because, you are giv-
ing a free hand to the Reserve Bank
to do this jugglery outside the coun-
try. And many of the banks—the
nationalised banks as well ag private
banks starting with the Vijaya Bank
or any other bank. ...

MR. DEPUTY SPEAKER: Let us
confine ourselves to the Reserve
Bank: let ug not go to other banks.
You must conclude: your time is up

SHRI VAYALAR RAVI: If you
read the Bill you will find that they
have mentioned all the banks: natio-
nalised banks, scheduleq banks, com-
merical banks and otherg are all in-
cluded. It means they are allowing
these notorious institutions to handle
foreign exchange in whichever man-
ner they like.

So, I would appea] to the Hon.
Finance Minister, please do not move
this Bill....

MR. DEPUTY SPEAKER: He has
already moved it.

SHRI VAYALAR RAVI: Please
withdraw the Bill: it is not in the
interest of the nation. You are allow-
ing a free hand to the Reserve Bank

even to put the Government of India
in an embarrassing situation if they
put money in the securities of foreign
Governments which may be against
the national interest, against the
foreign policy of the Government., I
would appeal to you to withdraw the
Bil] and not to press it as it is against
the national interest. It is against
the people of the country and so I
oppose it.
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As he had suggested, let me speak
in English.

These are our two great gssets and,
to a substantial degree, the previous
Government is responsible for it. But,
after that, this Government also. The
amount has been increased even dur-
ing our regime. It js a double-edged
sword which will cut both ways. It
the foreign reserves are not properly
utilised, it can create chaos; but the
foreign reserves can be useqd for the
development of this country also. So,
what I fee] is this: in the last one
year the Government has not come
out with a detailed scheme of using
the foreign reserves properly for the
development of this ecountry. Of
course, it takes time: you will have
to have a study of this problem.
During the budget speech the Finance
Minister said that these reserves
should be utilised for further produc-
tion and to remove the scarcity of
essential commodities which is pre-
valent in this country. But I am
sorry to say that I agree with Mr.
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Vayalar Ravj that to gend our foreign
exchange reserves away through the
Reserve Bank or any other bank to
foreign countries is disastrous. After
all, a poor country like ours cannot
afford to send our own foreign ex-
change to foreign countries. It gshould
be utilised here and now, and we can.
For instance, there is a Jot of shortage
of cement even now. Today, we have
read the news that there is a lot of
shortage of cement in Bombay itself.
Similar is the case in respect of steel,
fertilizers, chemical compounds, power
generation plant, raw materials for
various projects and so many other
things. You have to see that the
foreign exchange reserves gre utilized
for the import of all those commodi-
ties which are in scarcity in this
country. You should also see that the
benefit of these imports should not
go to the higher section of the people,
bigger people. That is another pre-
caution that we have to take. The
advantages of imports should go to
the backward areas. The schemes
should be formulated in such g way
that the benefit goes to the backward
areas and the people residing there.
I would, therefore, request the hon.
Minister to have a second thought
about it, Are we in such a desperate
situation as to send our foreign ex-
change reserves top other countries?
I think, this is not a proper thing.

Secondly, you have given certain
powers to the Reseirve Bank of India.
I do not quarrel with that, but I
have my own feeling about the func-
tioning of the Reserve Bank. I have
just reccived a letter today; this con=
taing a long lList of names of the
persons. [ had raised a question
about a lot of hungling in the Allaha-
bad Bank and the Central Bank. My
friend, Shr1 Satish Agarwal when he
was not g Minister had also raised
a similar question. You set up an
enquiry, but invarigbly the Reserve
Bank officlalg conduct the enquiry. I
have j0t a long list, which indicates
the names of the officials of the
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Reserve Bank, who after retirement,
got jobg in the nationalised banks or
their relations got jobg in these banks.
For this, the oblige these nationaliged
bank officials and executives. We have
a complaint against the working of the
Reserve Bank. It should be stream-
lined and those who are responsible
for such mal-practices ghould be
taken to task.

I had asked a question from the
Minister whether a person who was
sixty-two years old, had been eppoint-
ed as a specia] officer in a bank at a
salary of Rs. 2,600/-. This has never
happened in the history of any bank.
He said that there was no other ex-
perienced officer in the whole coun-
try and, therefore, they engaged him.
This is the reply of the Minister.
Unless you take strict action against
those officers who are responsible for
making such appointments, the con=
ditiong will not improve. I have got
my own doubt about the powers that
you have given to the Reserve Bank.
But, you should see that these powers
are properly utilised. Unlesg that is
done, I am afraid, there will be
bunghng in the matter of foreign ex-
change also.

Now, we have already started the
sale of gold. It was considered to be
a welcome move, but the price has
not gone down,; there has been com-
paratively no change. In thig con-
nection, T wani to make a submission
to Shri Patel, the Finance Minister
and to Shri Agarwal also. You had
Gold Control Act ang there was an
economy of that. You understand
that economy. Now you are giving
certain concessions every year. Many
times, you have given certain con-
cessions. I want to know, what is the
economy now of controlling the gold.
What do we gain out of it except that
the Government wantg to stand on its
prestige? I absolutely see no reason
for keeping it on the Statute Book.
May I, through you, Sir, demand that
the Golq Contro]l Act, should be com-
pletely scrapped so that we may pro-
vide ¢mployment at lemst to one
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thillion people of this country. There
were many pecple who committed
suicide at that time. You have seen
all that. 1 would like to know the
reaction of the Finance Minister to
this. Since you have started selling
gold and now you want to gend the
gold to foreign countries also, why
don’t you withdraw this Act?

What is the difficulty? 1 want to
know.

MR. DEPUTY SPEAKER: The hon.
Member’s time is up.

SHRI KANWAR LAL GUPTA:
Lastly—I am winding up....

MR. DEPUTY SPEAKER: Please
don't go on winding your speech.

SHRI KANWAR LAL GUPTA: In
the end, Sir, I request the Minister
to have a second look at this and see
that the valuable foreign exchange
reserves are utilised for the intermal
development of this country.

. SHRI C. K. CHANDRAPPAN (Can-
nanore): I am happy the Reserve
Bank of India (Amendment) Bil] has
provided one of the very rare occa-
sions when the Members of the Op-
position and even one of the promi-

securities and shares abroad guaran-
teed by foreign governments. [ must
say that I do not want to charge the
Finance Minlster with a conspiracy
but it looks like that. You gre open-
ing loopholes in the existing Act by
which the foreign exchange reserves
will be utilised by the multi-nationals
secretly. It will happeén. There is
no doubt about it because once the
money is invested in securities and
gold bonds abroad, the only sanctity
the government presents before the
House is that these will be guaran-
teed by the foreign governments, Now
who does not know the fact that if
these foreign exchange reserves are
offered abroaed, it will not be bought
by poor countries, it will not be
bought by developing countries but it
will be cornered by rich countries
through wvarlous deviceg and those
countries which are rich enough to
amasg these foreign exchange earn-
ings of ours and they will spend that
money through multi-nationalg for
their arms race and so many other
purposes and they will send multi-
national corporetiong to countries like
India ang other developing countries
to exploit the people. A part of the
money they agre going to use will be
the hard-earned money which our
people earned with their sweat and
blood abroad. This is the first objec-
tion, that unwittingly or knowingly
the Finance Minister is offering the
hard-earned foreign exchange earn-
ings of our country to the multi-
nationals to be used for exploiting
not only this country but also other
developing countries of the world.

15.33 hrs.

[Smmr M. SATvANARAYAN RAO in the
Chair]

The second point iz that money is
going to be invested and there is a
formulation which, the Minister said
is apparently very innocent. He said
the money will be invested in the
foreign branches of Indian Banks. 1
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do not know whether he is trying to
fool himself or the country. Foreign
branches of Indian Banks—it is not
nationalised banks' foreign branches
you specially mean? There are
foreign brenches of Vijaya Bank and
the like. In this country under the
nose of the Reserve Bank, under the
control of the Mimstry or the Minis-
ter, they are doing al] kinds of mal-
practices here and abroad When
this Government is offering money
under so many headings—loans, etc,
—then that money will be again given
to the multi-nationals by these banks
to make more profit or they will use
this money....

MR. CHAIRMAN: Please wind up,
as only one hour has been allotted.

SHRI VAYALAR RAVI- Wp are
appealing to the Minister to with-
draw this Bill,

SHRI C. K. CHANDRAPPAN: Why
did he specify that only the Nationa-
lised Banks' foreign branches will be
allowed tg do so. There is not so
holy an intention behing this. I am
totally opposed to that intention.

The last point is—he says that this
money will be used for giving foreign
exchange loans to people to buy
capital goods for the development of
industry and all that. We all know
who will utilise this? This will be
ytilised again by big industiries in the
country. Even in this country the
Government failed and miserably
faileq to give any assistance to small
scale industries—the small scale in-
dustries who would like to buy a
little thing and run their small in-
dustries. You are allowing the sharks
to amass this money. You are again
working against the interests of the
country. This Bill shows the lack of
imagination of how to spend this
money for the development of this
country and at the same time I think
it is a part of the conspiracy by which
the Government has become an active

MAY 8, 1878

India (Amdt) Bill 364

parteipant in squandering away this
money and isg also helping the multi-
nationals,

st gew T AW Tww
(mgadt) : warafr agva, € wrei
gzl & owEr i dw 7 agw | oo
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SHRI O. V. ALAGESAN (Arkonam);
In my wiew Mr. Chairman, this 18 a
very tricky Bill. I say thus because it
18 very difficult to make up one's
muind-—whether to support it or to
oppose 11. This is  because Govern-

ment wants not to give information
but to keep back information,

Now, the Statement of Objects and
Reasons 1s & very scrappy type of
statement.

1 thought that the hon. Finance
Minister would enlighten us in hs
speech moving for the consideration of
the Bill.

But he has done nothing of the kind.
His speech was as good as the State-
ment of Objects and Reasons He did
not choose to enlighten us any further
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than what he has stated in the State-
ment of Objects and Reasons.

In a Bill of this kind, 8ir, in my
view more information should be
furnished fo us. And, in the absence
of such information, as I said, it is
very difficult for us to judge whether
this Bill is good or bad.

Now, Sir, this Bill was described
variously by my  hon. friends—some
one said, the Finance Minister is doing
it in despair, somebody else called it
‘Poverty of imagination'. Now, Sir,
what is our foreign exchange reserve,
according to the hon, Finance Minis.
ter? As on date, it comes to Rs. 4,640
crores. It may go up to Rs. 5,000
crores before the year is out. Or it
may oven be Rs. 6,000 crores and be-
yond RS. 6,000 crores. It s just equal
to one year's imports.

So, when you look gt it in this way,
this is nothing very extraordinary or
very unusual, to be flabbergasted. The
paradox of our economy is this. Until
a while ago, we thought that if we had
got enough stocks of foodgrains and
if we have enough foreign exchange in
our hands, they will supply all the
solutfons to our ills. Instead of sup-
plying solutions to our ills, they have
provided only problems, It looks as
if the Finance Minister is at his wit's
end as to what to do with the foreign
exchange reserves because, last year,
when he presented the budget, he
glibly told the House that he was
going to draw down Rs. 800 crores.
But, this year, he came before the
House and confessed that he was not
able to draw it down to Rs. 800 crores.
8o, exports mounted up and imports
went down and down. Anyway, remit-
tances went on increasing. He has

his hands. At the moment this geems

to have completely unnerved him.
At least we should look into the past
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sterling balances in  those days soon
after we become free. There were
lots of accumulated sterling balances
with the UK. that loomed large. We
thought that it was going to stand us
for a long time. But, has it happened?
All that melted away in a short while,
Again we were groping in for foreign
exchange. BSo, Sir, to think that this
is a huge amount and you should do
something for it is iiself in a sense
being on the wrong track. What is
the present position of our foreign
exchange reserves? Where are they?

Many people believe that it 15 with
us. It is not with us but it is with
the foreign banks. What is the interest
that it earns? This is my information.
I would like the hon. Minister to tell
it my information 1is correct. It 18
only 2 per cent. What does jt mean?
About Rs. 4,000 or 5,000 crores of
foreign exchange we have lent to
other countries which are advanced
countries. We are a developing
country. We have contracted debts
which come to over Rs. 11,000 crores.
Almost half this money we have left
with the foreign countries, with the
foreign banks or with the foreign Gov-
ernments. That means that our money
18 being put abroad to finance their
development, to finance their activities.
Activities of whom? Activities of the
very well developed countries. That
is the position now. If the hon.
Minister wants to earn more interest
on this balance, on the foreign ex-
change reserves, by putting them in
foreign securities which are guaran-
teed by foreign Governments, he should
tell us as to what will be the increased
rate of interest that he will be getting?
What is the present rate of interest
that he is getting on our foreign ex-
change reserves? By this simple
method, what ig the increased amount
that you will get and what is the in-
creased rate of interest that you ex-
pect? If he is able to enlighten us on
this point, we may as well agree.
Even then It will be Ainancing the deve-
lopment in the developed countries
It you are going to earn a little higher
interest in the process, that will be
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gensolation, The foreign

reserves are put in foreign securities.
My point is: Whether there is liquidity
and whether he will be able to con-
vert them immediately for our use,
for our import purpose? If he is able
to clarify these things, it will be good.

|

Then, Sir, he said that he is going
to open a gold account in foreign
countries, That means he proposes to
buy gold. What is the rate of gold
sold in those countries? What does he
propose to do with that gold? Does
he propose to have that gold put into
our country and gell it at our advan-
tage? Dwoes he propose to sell it in
such a way that it will depress the
gold prices here? Merely selling gold
by the Reserve Bank to-day does not
solve the problem. He has not
brought down the prices. It is even
higher than what it was before. So,
does he propose to purchase gold from
foreign countries, bring it here and
then sell it at a price which will de-
press our gold prices here?

Sir, there is another way of utilising
the foreign exchange reserves. We
have contracted debts from all sorts of
countries, big or small, developed or
undeveloped, all sorts of countries.
We have contracted these debts. Now,
can he not see his way to at least
liquidate gome of the debts? I do not
say all the debts shoulq be liquidated.
We will be accumulating foreign ex-
change reserves; we will have to go on
taking loans from foreign countries.
But can he not in the interim period
see his way to at least liquidate a part
of the foreign debt that is accu.-
mulated and in a selective manner? I
would like the Minister to give his
thought to all these things and tell us
exactly what he proposes to do. He
should not allow the House remain in
suspense and suspect that he ls plac-
ing the entire forejgn exchange re-
sources at other places so that the
same may get misused.

SHRIC. M. STEPHEN (Idukki):
Sir, I have sought to speak on the
Floor of the House because on golng

through the Bill I felt there is much.
more to it than meets the eye. There
are many many question marks coming
up. Some of them my friend, Mr.
Alagesan, has pointed out on which
1 would like to get clarification from
the Finance Minister.

At the outset I may say that my
stand is one of opposition to the
motion that the Bill be taken into con-
sideration. The basic policy which is
involved in this is: How do we propose
to use our foreign exchange. Mr.
Mohan Dharia when he was participat-
ing in the debate on planning told us
that it is a crime to leave the foreign
exchange unutilised. We are a poor
country. We cannot afford to dole
out the foreign exchange to other
countries. If I remember correct,
when the discussion on the Finance
Bill took place the Finance Minister
told us that you will be wrong if you
are going to get away with the jdea
that the foreign exchange we have is
too large. It is rather too small
These are the two official statements
that have been made before the House.
With that view in  mind, let us con-
sidey how the Bill seeks to utilise ths
foreign exchange.

Sir, the Reserve Bank Act as it then-
was i8 very specific as to how the
foreign exchange is to be utilised.
Nothing is left as vague. It is abso-
lutely specific. Now, this ig sought to
be diluted and a lot of delegated
powers are sought to be taken. For
example, under Clause 4 a new sub-
clause (I) is sought to be introduced.
They have said that the foreign ex-
change can be used for the purpose of
financing the import of capital goods
or, for such other purposes as may be
approved by the Central Government.
What exactly are those other purpo-
ses? God glone knows! What I am
saying is that utilisation of foreign
exchange which hag so far been speci-
fled by the Act now, that power 18
taken to utilise in such a manner as
Central Government from time to
time think. It is not merely for the-
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purpose of financing the import of
capital goods. Other thlngs are there,

Again coming on to another line
where they are going to utihse the
toreign exchange 15w purchasing
securities issued by institutions or
body corporate, especially vutside
India So far il was only for securi-
ties issued by our Government or
foreign  Governments. Now., it is
sought that the foreign exchange he
invested for buying securities 1ssued
by coporate bodies und other institu-
tiong in the foreign countries. That
1s to say we are going to utilise the
foreign exchange not for the purpose
of getting goods in this country. for de-
veloping industries or mecting the
needs of our people hut the sweat of
our brow iz sought to be given tn the
foreign equities so that those countries’
economic activities may dewvelop. This
is a dangerous innovation which is
coming in. I woulg like to have infor-
mation on that. There wag not this
clause of using foreign securities of the
foreign countries What exactly are
your statistics? My understanding is
that this is for the purpose of partici-
pation in the International Monctary
Fund, World Bank and such other in-
stitutions. How much of our foreign
exchangs we have in the past by uti-
lising the provisions of the Reserve
Bank of India Act as was being utilis-
ed for the purpose of buying those
securities of foreign government? And
it that is not even found to be neces-
Bary to be utilised in thal way, then
why come to the new proposal that
over and above you want to invest
these in the corporate bodies over-
seas? Then, the other thing is about
buying shares and securities of foreign
countries. Again the same thing hap-
pens. One is buying the shares and
securities issued by the corporate
bodles. With the other shares and
securities which have already been
issued, are you going tp buy them?
And the essence of that is that you
are going to utilise foreign exchange
for the purpose of developing other
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countries, not for the purpose of de-
veloping this couniry. The provision
of the period ig 10 years which ig the
maximum, You are fixing the maturi-
ty period for 10 years. Thai means
your forelgn exchange  will remain
tied down there. This is the freedom
that you are now seeking to give to
the Reserve Bank of India. These
are the new clauses which are being
introduced. Clause 12(A) is introduc-
ed in place ofthe present 12(A). A
new clause 12 is introduced in place of
the present Clause 12 for the purpose
of inserting the freedom to invest in
the foreign securiies of the foreign
governments and corporate bodies, not
merely the foreign governments but of
foreign companies and foreign corpo-
1ate bodies. This s the frecdom that
you are going to lake.

Now, again Clause 14 is the same
thing, exactly pulting :n fore.gn com-
panies. Again under Section 33, it 18
sought fo be amended, that 1s, so far
the period fixed was 5 years; Now you
want to raise 1l to 10 years For a
period of 10 years, you want to tie
down there. This 13 the fourth inno-
vation that you are hringing in.

Finally, 1 want {o know another
point. Under Section 53, you are
seeking to amend the present Act.
Under the present Acl, you have got
to give weekly information in the
Gazette. Now, you want to amend 1t
80 that instead of publishing weekly
gazette of India, you wunt to make it
for such intervals and publish it in &
modified form as you deem fit. The
information has been coming every
week so far. Now, you want to with-
hold that information and you want
to limit it to such a period as you
wanl to limit it. This is a very very
senstitive area, namely, the foreign
exchange for which you are seeking
to get powers for the ytilisation in gn
arbitrary, uncontrolled and unregulat.
ed manner and completely to the de-
triment of the national interest. This
is the totalily of the import of this
Bill. Ag Mr. Vayalar Ravi pointed
out, this is the totality of powers, If
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these powers are being taken to deal
with the foreign exchange, in such a
manner as they choose, there is not
going to be any control about it at all.
The Finance Minister owes it to the
House to explain why it became abso-
lutely necessary. He has to explain
why the present provisions are not
sufficient and give us full information
a8 to how the foreign exchange under
the provision of the Bill as it now is,
has been utilised and why this addi-
tional provision  becomes absolutely
necessary. He owes thig to ug an
explanation. This 1s u  very basic
policy matter about which you have

speaking again and

16.00 hrs.
again Let us not Jook
at the foreign exchange

as a burden. There was a time when
we were going about knocking at the
door of every country for accommo-
dation in respect of foreign exchange.
Bui here with foreign exchange in
hand, they are not willing to utilise jt
for industrial expansion, for import of
capital goods or goods that our people
want but they want to utilise foreign
exchange for the purpose of gpecula-
tive transactions, whethepr in gold or
in securities, Freedom is sought to
utilise foreign exchage for developing
the developed countries, foreign coun-
tries whereas we are ourselves a poor
country. That is the principle that is

sought to be introduced in this Bill.
It is absolulely wrong and 1 oppose
the motion for consideration,

SHRI H. M. PATEL: It is quite
clear that this Bill has not been proper.
ly understood.

SHRI O. V. ALAGESAN: 1It|s

because you have not provided infor-
mation.

SHRI H. M. PATEL: Whatever be
the reason; may be our fault, I should
have thought that the position had been
mude very clear; one can take up cer-
tain things but one cannot compel
understanding. The very statement of
objects and reasons said quite clearly:

“During the last few years India's
foreign exchange reserves have in-
creased  sireably. There are also

new opportunities for investment of
reserves available now. It is there-
fore necessary that the Reserve Bank
should have adequale authority to
invest or utilise these reserves to
the best advantage.”

The point is really this. We have large
veserves. Those reserves are also out-
side. They are not within the country;
they are foreign exchange reserves
So long as we are not able lo utilise
them, they will be there. A certain
amount has to be there. Let us get
the Lest, maximum possible return
from those reserves compared 1o what
we are getling today What have we
suggested? We give the Reserve Bunk
freedom 1o invest them in a certain
way. Much of it you will see is per-
fectly safe. We  have said: foreign
bonds guaranteed by foreign novern-
menis, Euro dollars, Euro bonus and
so on. things which really are as good
as any toreign  security. Only those
were not in existence when the Re-
serve Bank Act was first brought into
being. These are the kinds of things
which give us a Lttle higher return
than we are able {o earn ioday. There
is no question of wasling our reserves
or handing them over there for invest-
ment. As long as we are not able to
find full use for them, we have to
keep them there.

It was said that I was doing some-
thing contrary to what I said in my
budget speech. I am not. I had said
then and [ repeat: there is no ques-
tion of waste or frittering away our
reserves or use them for any thing
just because we have them, but use
them only where it is necessary. I
also said: they are not so enormous
that we can think of using them like
this, They are not enormous because
even a couple of bad monsoons would
land us in every great difficulties.
Therefore these reserves have to be
utilised for the correct purpose, na-
mely, import of essential commodities
We are short of. We have been doing
that. We have liberalised gur imports.
This was one of the ways of utilising
our foreign exchange reserves pur-
posefully. Liberalisation of imports
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would mean that our indusiries
would be able to compete more rffec.
tively in foreign countries. We have
done that, Similarly, with regard to
capital goods, the normal policy of
the government 18 that we do not
allow capital goods to be mported
if they are available in the countiy.
Therefore, where is the question of
throwing away foreign exchange rc-
serves meaninglessly, They are all
going to be used purposefully and
nothing is going to be lost,

SHRI VAYALAR RAVI: One clari-
fication. Encouragement has been
given by the Government, including
the present Government for the in-
flow...

SHRI H. M. PATEL: May I just
explain? The point is, we are not
now dealing with the point of what
our policy should be for utilising our
reserves. That is a different issue. As
things stand today, with such policies
as we are able to adopt and with
such things as we can do to utilise
these foreign exchange reserves, we
have not been able to use them all
up. Therefore, a dertain quantum
of foreign exchange reserves remain
and while they remain there, they
have to be kept somewhere; you keep
them with the Bank of International
Settlement or you may keep them
with any other Central Bank; but by
doing so, which is permissible under
the Reserve Bank Act, we gain only
a certain amount of return.

SHRI O. V. ALAGESAN: What #s
that?

ThSHRLH. M. PATEL: It is €.10.
ere is8 no need to imagine that I
am keeping back anything, The gen-
eral proposition is there and the
exict Information is not particularly
significant for this purpose, Now
when we do this, we shall get some.
thing more and I think there should
be no reason why you should object
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SHRI O, V. ALAGESAN: How mauch
more will you get? I have put &
specific question and you have not
answered that.

SHRI H. M, PATEL: What ig this?
Do you think that the international
investments are at our command? If
1 say one per cent or half a per cent,
it may be anything. But it will be
more than what we are getting today.
Is that not enough?

SHRI O. V. ALAGESAN: You
should give the rate.

SHRI H. M. PATEL: I am sorTy,
it is not possible for anybody to give
that. If you had known anything
about the international investment or
even investment within the country,
you can only say that we shall be
able to get more. How much more,
it is not always possible to say that.
You mentioned about Gold accounts.
For instance, the International Mone-
tary Fund is disposing a certain
amount of its gold as a part of its
policy. It is possible that we may
purchase them, I am giving it only
as an instance. A certain amount of

gold. Thig may be done whenever
we find that by doing so, it shall be
to our advantage and therefore, we
are permitting the Reserve Bank to
use its discretion and see that it is
utilised and see that the reserves are
put to the best possible use.

There are certsin other points
which were not clearly understood
and I would like to explain them also.

f‘ﬂrinmtie.ltwumumdaw
en years, it means only this, If

have foreign mﬂﬂudﬂug
of five years and securities of ten
years, ten years' bonds would give
a better return than that of five yedrs,
It does not mean that you have to
hang on to them for ten years. You
sell them when you like. You maks
8 soung purchase; it iy there for you
to hold them; then you dispose them
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when fundg are necessary.
uﬁhmhmlymmnnnm of
investment and there is nothing more
sinister involved in this than a
straightforward proposition.

SHRI C. M, STEPHEN: The point
is, you are attempting to invest in
foreign scrips and not in the Govern-
menta] thing.

SHRI H. M. PATEL: Yes, certain
kinds. I gave you an illustration.
The Euro Dollar Bonds are foreign
scrips, but they are as good as Gov-
ernment scrips. As I explained to
you, these types of securities were
not available before and these are as
good as Government scrips mnd it is,
therefore, that we take advantage of
that. The return on that type of
scrip is better. It seems to me that
mainly the criticism has been based
on a misunderstanding of the inten-
tions underlying this Bill.

SHRI B. K. NAIR: What about the
banks bungling and becoming cor-
Tupt? It can always take place.

SHRI H. M. PATEL: What bungl-
ing?

SHRI B. K. NAIR: Our banks
would be authorised for this kind
of dealings and many of them have
bungled all the time within and out-
side India.

SHRI H. M. PATEL: Well, we have
to use the instruments we have. We
have our Reserve Bank and it is
the first time I hear anybody running
down the Reserve Bank,

SHRI B. K, NAIR:
Bank.

SHRI H. M. PATEL: I am talking
about the Reserve Bank. This is a
Bill to amend the Reserve Bank of
India Act. These are powers to be
utilised by the Reserve Bank, which
is our central bank. I should have
thought even the opposition would
respect it.

AN HON. MEMBER: Not Reserve
Bank bui other banks,
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SHRI H. M. PATEL: We are not
concerned with the other banks at
the moment.

SHRI VAYALAR RAVI: There is
an important point and Mr. Patel
should feel concerned about it. For
the last twg or three years, tife Gov=
ernment of India were Lrying to
bring as much inflow of foreign ex-
change into the country as possible
from Indian nationals abroad. pf_ow
the government is taking a position
that we have enough foreign exchange
and we will invest it in other coun-
tries. It 1s going to have an impact
on the flow from Indians abroad.

SHRI H. M. PATEL: This is again
a misunderstanding. What does bring-
ing foreign exchange int, the coun-
try mean? Your foreign exchange
holdings to be brought into the coun-
try does mot mean that the blessed
foreign exchange comes walking into
the country., It is something quite
different. Nobody 1s going to be dis-
couraged from sending his money
back,

SHRI VAYALAR RAVI: The in-
centive will be lost.

SHRI H. M. PATEL: Some attempt
should be made to understand the
position. These are foreign exchange
reserve holdings. If you return your
holding, it means the country ob-
tains command over that much of
foreign exchange abroad. You in
return get your money here in rupees,

SHRI C. M. STEPHEN: The prin-
ciple involved is, as far as we are
concerned, we would prefer, even if
the return is slghtly less, to have
the foreign cxchange Aluwd for the
purpose of utilising it in such man-
ner as we want, rather than permit-
ting it to be invesled in forvien coun-
triecs for the development of these
countries, We cannot lead money
that way.

SHRI H. M. PATEL: This is quite
correct. There is no diffcrence bet-
ween you and me. I would like to
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see that we utilise this foreign ex-
change in our own country for our
purposes as quickly as possible. But
Jjust because it is a desirable objective
that we do so, it does mot mean we
should do it whether we require it
for our development purpose or
growth purpose or not. We do not
want to fritter them away. This Bill
is concerned only with the limited
purpose that while they are there,
we should see that they bring us the
maximum return. It is not that we
keep them there just to earn more
return. It is because they remain
there, in the presnt circumstances, we
are seeing how we can get a better
return.

Mr. Chandrappan refrred to Vijaya
Bank. I understand that Vijaya
Bank lias no foreign branch at all.
The onlv Indian bank which iz not a
nationahsed bank which has got a
foreign branch is the Punjah & Sind
Bank Ltd.

AN HON MEMBER: Another no-
torious bank!

SHRI H. M. PATEL: May be, but
We ar¢ not going to invest money
in that. When the npationalised banks
are there, I do not sce why we should
do any such thing Sir, [ feel that
the Bill, if properly undersiood, is
one which 15 most essential and which
will help us to really husband our
lesources  hetter and more gatis-
factorily,

MR. CHAIRMAN: There is an am.
endment to the consideration motion
by Shri Hukmdeo Narain Yadav, Is
he withdrawing it?

SHR] HUKMDEO NARAIN YA-
DAV: Yes; T am withdrawing it,

Amendment No, 2 was, by leave,
withdrawn,

MR. CHAIRMAN: The question is:

“That the Bill further to amend
the Reserve Bank of India Act,
1834, be taken into consideration.”

The Lok Sabha divided:
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AYES

Agrawal, Shri Satish

Amat, Shri D.

Bharat Bhushan, Shri
Chaudhary, Shri Motibhai R,
Dasgupta, Shri K. N.

Dave, Shri Anant

Digvijoy Narain Singh, Shri
Durga Chand, Shri

Fernandes, Shri George

Ganga Bhakt Singh, Shri
Guha, Shri Samar

Jaiswal, Shri Anant Ram
Joshi, Dr. Murli Manohar

Kailash Prakash, Shri
Kar, Shri Sarat

Khalsa, Shr; Basant Singh
Kishore Lal, Shr
Knishan Kant, Shn

Maghi Lal, Shri

Mallick, Shrs Rama Chandra
Mehta, Shri Prasannbhaj
Mishra, Shri Shyamnandan
Mondal, Dr. Bijoy
Mritunjay Prasad, Shrj
Munda, Shri Karia

Naheta, Shri Amrit
Nathuni Ram, Shri
Nayak, Shri Laxmi Narain
Nemi, Shri T. s.

Pandeya, Dr, Laxminarayan
Parasie, Shr1 Dalpat Singh
Paswan, Shri Ram Vilas
Patel Shri Dharmasinghaj
Pradhan, Shri Gananath

Ram Kishan, Shri
Ramjiwan Singh, Shri
Rao, Shri Jagannath
Rodrigues, Shri Rudolph
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Sahoo, Shri Ainthu

Sai, Shri Larang

Satapathy, Shri Vevendra
Sharma, Shri Rajendra Kumar
Sharma Shri Yagya Datt
Shastri, Shri Y. P.

Sheo Narain, Shri

Singh, Dr. B. N.

Sinha, Shri Satyenara Naraysn
Surendia Bikram, Shri
Swam;, Dr., Subramamam

Tej I'rutip Singh, shri

Tiwari, Shri Brij Bhushan
Tiwary, Shri Madan

Varma, Shri Ravindra

Verma, Shri Chandradey Prasad
Verma, Shri R. L. P.

Yadav, Shri Ramji Lal

Yadava, Shri Roon Nath Singh

NOES

Alagesan, Shri O, V.
Austin, Dr. Henry

Barua, Shri Bedabrata
Bhakta, Shri Manoranjan

Chandrappan, shri C. K.

Gogoi, Shri Tarun
Gopal, Shri K

Gotkhinde, Shii Annasaheb
Jain, Shri Kacharulal Hemraj
Krishnan, Shrimati Parvathi
Kunhambu, Shri K.
Lakkappa, Shri K.
Murugaiyan, Shri S. G.
Poojary, Shri Janardhana
Pullaiah, Shri Darur

Rajan, Shri K. A.
Ramamurthy, Shri K.

Reo, Shrimati B. Radhabai Ananda
Rao, Shri M, 8. Sanjeevi
@Rathor, Dr. Bhagwan Dag
Ravi, Shri Vayalar

Shankaranand, Shri B.
Stephen, Shri C. M.
Thorat, Shri Bhausaheb
Venkatasubbaiah, Shri P.

MR. CHAIRMAN: The result* of
the division is: Ayes 57, Noes 25
The motion was adopled.

MR. CHAIRMAN: Now, we will
take up clauses. The guestion is:

“That Clauses 2 and 3 stand part
of the Bill”

The motion was adopted,
Clauses 2 and 3 were added to the Bill.

@ Wrongly voted or NOES.

*The [ollowing Members also recorded their votes:

AYES: Shri H, M. Patel, ShriYadvendra Dutt Shri Hukmdeo Na-
rain Yadav, Shri Vinayak Prasad Yadav, Shri Yuvraj, Dy Ramji Singh,
Shri Vinodbhai B. Seth, Shri ShivSampati Ram, Shri Kanwar Mahmud
All Khan, Prof. A. K Amin, ShriH. L. Patwary, Shri Raghubir Singh
Machhand, Shri Yashwant Borole, Shri Raghavji, Shri Parmanand Go-
vindjiwala, Shri Sambhajirao Kakade, Shri B. P. Mandal, Shri Ratansinh
Rajda, Shri Chandra Pal Singh, ShriChaturbhuj, Shri Hukam Ram, Shri
Ram Murtl, Shri Chimanbhaj H.Shukla, Shri Kanwar Lal Cupts,
Shri Ram Dhari Shastri, Shri S. Ramaswamy, Shri Shri Shrikrishna Singh.

NOES: Shri Dhirendranath Basu, Shri Saugata Roy, Shri B. Rachaiah,
Bhri B. P, Kadam, Shri B. K. Neir, 8hrl B. Devarajan, Shri M. V
Chandrashekhara Murty.
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Clasue 4—(Amendment of section 17.)
MR, CHAIRMAN: Now, amendment
1o Clause 4. The Minister.

SHR] H. M. PATEL: ] am mov-
ing It. I beg to move:
Page 2, line 33—

jor “Bank of Internstional Set-
tlements”

substitute—

«Bank for International Settle-
ment” (5)

MR. CHAIRMAN: Do you want to
explain it?

SHRI H. M, PATEL: This power
is being taken......

MR. CHAIRMAN: The question js:
Page 2, line 38,—

for “Bank of International Settle-
ments”

substitute—

“Bank for International Settle-
ments”

The motion was adopted.

MR. CHAIRMAN: Mr. Lakkappa,
your amendment is there. Are you
moving it?

SHRI K. LAKKAPPA: Yes, Sir. I
beg to move:

Page 2—
after line 25, insert—
“Provided that the Reserve

Bank shall not recommend the
name of any bank for the pur-
pose whose antecedents ang trans-
actions are under enouiry or if
it is involved in anv shady transe
action of wvarious nature.” (8)

MR. CHAIRMAN: The question is:
Page 2~

after line 25, inwrrte
“Provided that the Reserve
Bank shall not recommend the
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name of any bank for the pur-
pose whose antecedents &ng trans-
actions are under enquiry or if
it is involved in any shady trans-
action of various nature” (6)

The motion was nepatived.

MR. CHAIRMAN: The guestion is:

“That Clause 4, as amended, stand
part of the Bill”

The motion was adopted,

Clause 4, as amended, was added to
the Bill,

MR. CHAIRMAN: There is no am-
endment to Clause 5, The question
is:

“That Clause 5 rtand part of the
Bill,”

The motion was cdopted.
Clause 5 was added to the Bill.

MR. CHAIRMAN: There are two
amcndments to Clause 6. But Mr.
Asokaraj 1s not here. The question is:

“That Clauses 6 to 9 stand part
of the Bill”

The motion was adopted,
Clauses 6 to 9 were added to the Bill.

MR. CHAIRMAN: The question is:

“That Clause 1, Enacting For-
mula and the Title stand part of
the Bill."

The motion was adopted,

Clause 1, Enacting Formula and the
Title were added lo the Bill.
. MR. CHAIRMAN: Now the Minis-
er.
SHRI H. M. PATEL: 1 beg to move:

That the Bill, as amended, be pass.
ed,

MR. CHAIRMAN: Motion moved:
“That the Bill, as amended, be
"
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BHRI K. LAKKAFPA: ] want to
say something. I want to speak for
about ten minutes.

MR. CHAIRMAN: Please speak
only for two minutes,

SHRI K, LAKKAPPA: Mr. Chair-
man, my amendment t; Clause 4
says:

“Provided that the Reserve RBank
shall not recommend the name of
any bank for the purpose whose
antecedents and transactions are
under enquiry or if jt is involved
in any shady transaction of wvurious
nature.”

For the last one year, we are making
sustained efforts to check such mal-
practiceg as are practised in various
banks, Considerable efforts had to
be made in recent years to attain a
favourable balance of trade and build
up our foreign exchange reserves.
Great care is, therefore, to be taken
1o invest these reserves for the better-
ment of the country's economy.

Two channels of investment are:
acquisition of share in international
banks and financial institutions which
have branches working here, and in
Indian banks with foreign branches
‘We are thinking of such a far-reach-
ing amendment to the Act, to see that
the foreign exchange reserves are
properly utilized, to bring more pros-
perity to our country. Indian com-
mercial banks had, at the end of
December 1977, 100 branches spread
over 26 countries. There, therefore,
exists a strong case for framing a
planned and coordinated programme
of overseas branch expansion and
RBI's investment in these branches.
From time to time, reporty have ap-
peared about the malpractices i bank-
ing transactions and other operations
practised by Indian banks like the
Vijaya Bank, Lakashmi Commercial
Bank, Allahabag Bank etc, and foreign
banks like Grindlays Bank. When they
were raised in this House, the Minis-
ter of Financg had shown an inabi-
lity to investigate those things. No
action has been taken so far.

1124 RB—16.

Even when the fradulent prac-
tices and the people who are involy-
ed in such shady transactions are
brought to the notice of the Govern-
ment, no action ig being taken, There
are aiso other matters. Making of
investment in such banks, whether
Indian or foreign, whose transactions
were adversely commented upon
should be avoided. Some multi-na-
tional banks have already got bran-
ches in India, gnd they repatriate
huge remittances back to their count-
ries. Making further investments
abroad in such foreign banks will
provide more opportunities to them
to make more profits to the disadvan-
tage of the country’s growing econo-
my.

The assets of the Reserve Bank of
India in foreign securities already ex-
ceed Rs. 1,766 crores. It is to be care-
tully examined whether, instead of
acquiring more securities in multi-
natinnal banks, it is better to make
further investment in bankg like the
Asian Development Bank. which are
set up for promoting economic ad-
vancement of the region. India is ex-
pected to play an important role in
the activitieg of this regional financial
institution of Asia,

The Reserve Bank should not in-
volve jtself with those banks, whether
foreign or Indian, which have indul-
ged in shady transactions. For the
benefit of the hon. Minister. I would
like to quote the names of foreign
banks with deposits of more than
Rs. 50 crores each as on 3lst Decem-
ber, 1977:

American E
International
tion. . . -A Rs. 74 crores
Bank of America Rs. 59 crores
Chartered Bank . Rs. 138 crores
City Bank . Rs. 82 crores

Grindlays Bank . Rs. 428 crores
Mercantile Bank . Rs. 102 crores.
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The investments of the Reserve Bank
should be for the benefit of this coun-
try and they ghould not be invested
in such institutiong which have com-
mutted huge fraud by making shady
transactions. In fact, the Reserve
Bank should make investigations into
all such transactions. I hope that wis-
dom wil] prevail gn the hon. Finance
Minister and he would make efforts to
stop  such frauds and the Reserve
Bank will undertake more responsi-
bihty to go into such shady trans-
actions.

SHRI H, M. PATEL: What the hon
Member hag said is not at all rele-
vant tg this Bill ; But I will give him
this assurance that if there are any
Indian Banks or foreign Banks oOpe-
rating in India, which take recourse
to malpractices of any kind gr indulge
in anvthing undesirable, we shall
certainly look intg them most careful-
ly and take whatever steps are call-
ed for.

MR. CHAIRMAN: The question is:

“That the Bill, ag amended, be
passed”

The motion was adopted.

16.28 hrs.

CUSTOMS, CENTRAL EXCISES
AND SALT AND CENTRAL BOARDS
OF REVENUE (AMENDMENT) BILL

MR, CHAIRMAN: We will now
take up the Customs, Central Excises
and Salt and Central Boards of Reve-
nue (Amendment) Bill. The hon.
Minister.

SHR1 VINODBHAI B. SHETH
(Jamnagar): Sir, I rise on a point of
order. I have given notice of some
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amendments, but they have not been
circulated.

MR. CHAIRMAN: 1 will come to
them at the gime of the clause by
clause consideration.

SHRI VINODBHAI B. SHETH:
They have not been circulated.

MR, CHAIRMAN: I will check it
up.

Mo welt arowewr mhim  (WE-
a17) gamfa wgmea, A os A,
T+ §9 g fad 9, wovEE 9T
T HANE 0 7 T wlomik gy wwAr
g, afp fogin awingw fadr @, oot
9 9T A 7 wTHT WL faar sirg o

MR CHAIRMAN: You have given
an amendment for the omission of the
whole clause, That 13 not admitted.

THE MINISTER OF STATE IN
THE MINISTRY OF FINANCE (SHRI
SATISH AGRAWAL): Sir, I beg to
move*:

“That the Bill to provide for cer-
tain arnendments to the Customs
Act, 1962, the Central Excises and
Salt Aect, 1944 and the Central
Boards of Revenue Act, 1963, be
taken into comsideration.’

Sir, the notes on clauses make a
mention about the intention of the
Government in bringing forward
this legislation. I may be permitted
to say something with regard to the
objective of thig particular amending
Bill very briefly.

1 would like to submit that during
the last 15 years, the indirect tax re-
venue of the Central Government has
risen from Rs. 800 crores and somes
thing over to nearabout Rs 7000 ero-
res, Naturally, the work of the In-
direct Taxeg Board has gssumed large

*Moved with the recommendaiton of the President.



