1161  Message from K.S.
. SHRI MORARII DESAI : I do not
iknow, Whatever it is, this is what
happened then. But I must say I have

.no knowledge about that.

Then about what the hon. Member
says about some evasion in income-tax,
that is being inquired into,

SHRI S. M. BANERJEE : He has
not answered the first part of my ques-
tion which is thc main question. The
bank is said to have advanced the
money against Indian Iron shares at a
margin ol 30 per cent only when nor-
mally it should be 40 to 50 per cent,

SHRI INDRAJIT GUPTA :
jab National Bank.

SHRI MORARI

Pun-

DESAI : There
are diffcrent margins with different
banks. The Reserve Bank has told
‘them that they must observe these mar-
gins more properly and there should not
be any different between different shares.
1 have already said that in my state-
ment but the hon. Member was sleep-
ing at that time.

12.46 Hrs.
PAPER LAID ON THE TABLE

NavaL CEREMONIAL, CONDITIONS OF
SERVICE AND MISCELLANEOUs REGULA-
TIONS

THE DEPUTY MINISTER IN THE
MINISTRY OF DEFENCE (SHRI1 M.
R. KRISHNA): 1 beg to lay on the
Table a copy of the Naval Ceremonial,
Conditions of Service and Miscellane-
ous (Fifth Amendment) Regulations,
1968 (Hindi and English versions)
published in Notification No. S.R.O.
16-E in Gazette of India dated the 29th
October, 1968, under section 185 of
the Navy Act, 1957. [Placed in Lib-
rary. See No, LT-2205/68.]

MESSAGE FROM RAJYA SABHA

SECRETARY : Sir, I have to re-
port the following message received
from the Secretary of Rajya Sabha :

‘1 am directed to inform the Lok
Sabha that the Rajya Sabha, as
its siting held on Tuesday, the
19th November, 1968, adopted
the following motion in regard
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to the prescntation of the Report
of the Joint Committee of the
Houses on the Monopolies and
Restrictive Trade Practices Bill,
1967 :—

“That the time¢ appointed for
the presentation of the Re-
port of the Joint Committee
of the Houses on the Bill
to provide that the operation
of the economic system does
not result in the concentra-
tion of economic power to
the common detriment, . for
the control of monopolies,
for the prohibition of mono-
polistic and restriclive trade
practices and for matters
connected therewith or in-
cidental thereto, be further
extended upto the last day
of the 66th (November-
December, 1968) Session of
the Rajya Sabha."'

12.47 Hrs.

COMMITTEE ON PRIVATE MEM-
BERS' BILLS AND RESOLUTIONS
. THIRTY-NINTH REPORT

SHRI KHADILKAR (Khed): 1
present the Thirty-ninth Report of the
Committee on Private Members' Bills
and Resolutions.

PUBLIC ACCOUNTS COMMITTEE
THIRTY-SECOND REPORT

SHRI M. R. MASANI (Rajkot): 1
present the Thirty-second Report of the
Public Accounts Commitiee on action
taken by Government on the recom-
mendations of the Public Accounts
Committee contained in their Seventy-
second Report (Third Lok Sabha) re-
lating to Appropriation Accounts (Rail-
ways) 1964-65 and Audit Report (Rail-
ways) 1966,

12.474 Hirs.
DEPOSIT INSURANCE CORPORA-
TION (AMENDMENT) BILL
THE MINISTER OF STATE IN
THE MINISTRY OF FINANCE
(SHRI K. C. PANT): Sir, on behalf of
Shri Morarji Desai, I rise {0 move that
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the Bill to amend the Deposit Insurance
Corporation Act, 1961 to enable the
Corporation to extend the insurance
cover to the deposits of co-operative
banks be taken into consideration.

As the hon. Members are aware, the
Deposit Insurance Corporation was set
up on lst January, 1962 and provides
insurance cover to all functioning com-
mercial banks. The limit of insurance
cover which, 1o start with, was Rs, 1,500
was raised to Rs, 5,000 with effect from
1st January, 1968.

12.48 Hirs.
[Mr, DEPUTY-SPEAKER in the Chair.]

Today about 91 per cent of the accounts
in the commercial banks are fully
protected comprising about 46 per
cent of the total deposits. The co-ope-
rative banks were left out of purview
at the time the Deposit Insurance Cor-
poration was set up. It was felt at that
time that the question could be review-
ed after the Corporation has gained
some experience and the question of the
extent and maoner of control and
supervision by the Reserve Bank over
the co-operative banks has been examin-
ed in consultation with the State Gov-
crnments.

In 1965 a major step was taken to
extend certain provisions of the Bank-
ing Regulation Act to all the State co-
operative banks, Central co-operative
banks and the larger primary non-agri-
cultural credit societies, commonly
known as urban co-operative banks. The
extend of these additional powers was
limited to what could be legitimately
comprehended within the meaning of
‘banking’ which is an entry in the
Union List as Parliament does not have
jurisdiction in regard to the registration,
management or winding up of any co-
operative society. In the case of the
commercial banks, the Reserve Bank
has adequate control over the affairs of
commercial banks particularly in the
matter of management, liquidation, en-
forcement of schemes of compromise or
reconstruction or amalgamation. This
enables the Reserve Bank to determine
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the contingencies in which the Corpora-
tion's liability is attracted. If we are
to authorise the Deposit Insurance Cor-
poration to extend its activities to the
co-operative banks, the Reserve Bank,
which controls the Deposit Insurance
Corporation, will have to be given sub-
stantively the samc extent of powers
which it enjoys in relation to the com-
mercial banks and the contingencies in
which the liability of the Corporation
will be attracted and will be discharged
would have to be clear and determi-
natc. The proposcd Bill, therefore.
secks to empower the Corporation to
register, as insured banks, those apex,
central and primary co-operative banks.
as are governed by thc Banking Regu-
lation Act, 1949, where the concerned
State Governments have amended their
laws to meet certain essential require-
ments. Firstly, it is proposed that an
order for the winding up of a co-opera-
tive bank or a scheme of compromise
or arrangement or amalgamation or re-
construction with the creditors shall not
be made or brought into force without
the Reserve Bank's consent. Secondly,
the Reserve Bank may require the wind-
ing up of a co-opcrative bank if it con-
siders it necessary. The circumstances
in which the Reserve Bank can ijssuc
such a direction have been specified in
the Bill. Thirdly, an order superseding
the board or committee of management
or an order providing for the appoint-
ment of an administrator would be
made if the Reserve Bank so requires.
Fourthly, in the event of any winding up
or the enforcement of a scheme of com-
promise or reconstruction or amalgama-
tion any payments initially made by the
Deposit Insurance Corporation up to
the limit of insurance would be reim-
bursed to the Corporation from subse-
quent recoveries from the assets of the
insured bank. The benefit of insurance
cover can be extended to co-operative
banks only if the concerned State Gov-
ernments amend their co-operative laws
to incorporate these special require-
ments.

I am glad to inform the House that
a number of State Governments, namely,
Andhra Pradesh, Bihar, Gujarat, Jammu
and Kashmir, Madhya Pradesh, Mysore,
Nagaland, Orissa, Rajasthan and Uttar
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Pradesh and the Union territories of
Andaman and Nicobar, Goa, Himachal
Pradesh and Manipur have already
agreed in prmcnple to amend the res-
pective laws relating to oo—operatwe
banks on the lines indicated in the Bill.
Gujarat and Jammu and Kashmir are
already in correspondence with the
Reserve Bank regarding the actual
amendments which they propose. There
it continue to exist certain reservations
on the part of the Governments of
Maharashtra, Punjab and West Bengal.
The matter is being pursued with them
and with other Governments who have
nat yet replied.

1 would take this opportunity of
assuring the State Governments that
there nced be no apprchension on their
part that their authority with reference
to co-operative banks will be eroded and
the Reserve Bank will exercise their
powers arbitrarily. The Reserve Bank
will always pay due regard to the special
needs and features of the co-operative
banking system. It would keep in close
and constant touch with the State Gov-
ermments and it will not resort to any
extreme measures such as the liquida-
tion of a co-operative bank or its super-
session cxcept, in very exceptional cir-
cumstances, where immediate action
might be necessary to protect the inte-
rests of the depositors and of the Depo-
sit Insurance Corporation. I would
appeal to the State Governments which
have not yet agreed to amend their co-
operative laws te reconsider and agree
to initiate immediate steps for this pur-
pose-and take advantage of the facilitics
of insurance cover that would be avail-
able after the proposed amendment,

Hon. Mcmbers are aware that the
co-operative banks depend heavily on
borrowings from the Reserve Bank for
their working funds and in the case of
State and central co-operative banks the
‘proportion of deposits is roughly about
40 per cent of the total working funds.
There is a great urgency that the co-
aperative banks should go all out to
mobilise more deposits from the rural
sector and augment their funds for
increasing their volume of lending to
agriculturists, Their coverage in the
rural areas is more extensive than that
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of the commercial banks and with the
availability of the insurance cover they
should be in a position to step up sub-
stantially their resources,

The total number of co-operative
banks as on 30th June, 1968 was 1,422.
The Corporation may be ultimately con-
cerned with about 1,000 co-operative
banks, as the remaining societies are
those of salary earners and will in
course of time go out of the purview
of the Banking Regulation Act by con-
fining their activities to their members
and ceasing to accept deposits from the
public. The total deposits of co-opera-
tive banks which may ultimately be-
come eligible for insurance are roughly
Rs. 650 crores of which the assessable
deposits may be approximately Rs. 400
crores. The assessable deposits of the
co-operative banks numbering 542
which exist in the States and Union
territories, which have already agreed
in principle to amend their laws, may
be about Rs. 150 crores,

We have also taken this opportunity
to put through certain other amend-
ments which will be necessary when the
Corporation extends its activitics, The
authorised paid-up capital of the Cor-
poration is, at present, Rs, 1 crore and
it is proposed to raise it to Rs, 5 crores.
The number of directors on the Corpo-
ration will be increased by three, of
whom two will be appointed to repre-
sent the co-operative banks.

Sir, the Bill is a positive and construc-
tive measure towards strengthening of
the co-operative banks and, I hope, this

will be welcomed by all sections of the
House.

. With these words, I beg to move :

“That the Bill further to amend the
Decposit  Insurance Co -
tion Act, 1961, be taken into
consideration.”

MR. DEPUTY-SPEAKER :
moved :

“That the Bill further to amend the

Deposit Insurance Corpora
tion Act, 1961, be taken mlo

consideration.”

Motion
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SHRI SHIVA CHANDRA JHA
(Madhubani) : I beg to move :

“That the Bill be circulated for
the purpose of eliciting opi-

nion thereon by the 31st
January, 1969."(14),
MR. DEPUTY-SPEAKER : Both

the motion and the amendment are be-
fore the House,

SHRI D. N. PATODIA (Jalore):
Mr. Deputy-Speaker, Sir, this particular
scheme to introduce deposit insurance
in our country was introduced in 1962,
more or less, on an experimental basis.
The only other country in the world
which had introduced the scheme be-
fore was the United States of America.
But we introduced the scheme to make
an_experiment in a small way so that
after a few years, when we have examin-
ed it from all pros and cons, the neces-
sary amendments may be made and a
wider application of the scheme may be
introduced. 1 beg to state that this
scheme has achieved its principle ob-
joctives. It has been possible to con-
solidate the banking system and. in
course of five years, as against 287
banking institutions which were in 1962,
we have 91 banks today and even these
91 banks have much larger number of
branches today, than they were in 1962.

The total amount of deposit
increased considerably from Rs. 1,643
crores in 1962 to as much as Rs. 3,364
crores in 1967. Whatever be the amount
of guarantee, although it was too small,
Rs. 1,500 to start with, it has definitely
been able to bring about confidence in
the depositors about the bank deposits.
Therefore, in a limited way, this scheme
has succeded and we have now arrived
at a stage when by the experience of
last five years, we may now make neces-
sary amendments to give a wider appli-
cation of this legislation for the benefit
of the depositors in general and o
make such other changes which are
necessary to run the scheme on more
scientific lines.

Fi

has

What we have to examine today is
these amendments which have

been proposed by thc Government meet
the nced of the situation, whether they
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are enough in view of the experience
we have had in course of last five years
or whether something more should
have been done. In this context, I will
make a few observations.

My first point is with regard to the
coverage of the risk. In the course of
last five years, the Deposit Insurance
Corporation has been able to collect as
much as Rs. 900 lakhs as premium from
various commercial banks. As against
that, the ratio of risk was very much
less and the total net loss that was paid
by the Corporation was not more than
Rs. 12 lakhs, It was less than 1% per
cent of the total premium that was col-
lected. This covered only up to the
first Rs. 1,500 and, beyond that also,
according to my information, the com-
mercial banks did not incur any loss
practically. By and large, the function-
ing of the commercial banks has been
excellent and there have not been many
losses. Even now, cvery year, the Cor-
poration s collecting as much as Rs. 200
lakhs as insurance premium from com-
mercial banks. How far is it justified,
in view of this that whereas our annual
collection is as much as Rs. 200 Jakhs
and whereas our loss ratio is approxi-
mately only Rs. 2 lakhs on an average
per year, that the present rate of pre-
mium should bc continued ? Before ¥
come to the rate of premium...

MR. DEPUTY-SPEAKER : You
may resumc your specch after lunch.
The Housc stands adjourned for lunch.

13 Hirs.
The Lok Sabha adjourned for Lunch
1ill Fourteen of the Clock.

The House reassembled after Lunch
at six minutes past Fourteen of the
Clock.

[MR. DEPUTY-SPEAKER in the Chair]

DEPOSIT INSURANCE CORPORA-
TION (AMENDMENT) BILL—contd.

SHRI S. M. BANERJEE (Kanpul')
Sir, I rise on a point of order......

SHRI C. K. BHATTACHARYYA
(Raiganj): There cannot be a point of
order in a vacuum. (Interruption).’
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SHRI §. M. BANERJEE : When
there is a motion before the House
there is no vacuum,

SHRI SHEO NARAIN (Basti): No
point of order can be raised when there
is nothing before the House. We also
know the Rules and Regulations of this
Fouse. Unless a Member says some-
thing in this House, no point of order

can be raised. (Interruption),
SHRI S. M. BANERJEE : Kindly
hear me for a minute, Sir. There is al-

ready a motion before the House. If
vou sec the order paper, Mr, Deputy-
Speaker, already there is a motion be-
fore the Housc, This is being consider-
ed. I want to raise a point of order
on that, Sir. I want to say that this
motion should not be discussed and that
the House should be adjourned.

o} fre 7 o= faw qw ogam
qT, I¥ G9T AT AT 7 77 TI= wm§i
TE FITS oY 7

SHRI S. M. BANERIJEE : Why
should he interrupt me like this? Kindly
hear me for a minute. Sir. It is a
serious situation in the country which
is developing. Tomorrow is the 21st of
November, 1968. Ncarly 70,000 bank
cmployees are going on strike, They are
going to have a token strike. It is a
serious (Interruption)
70,000 bank employees are going on a
country-wide token strike against sec-
tion 36 AD which has been imposed on
this House. The Finance Minister is
there. I would request him, through
you, Sir, to make a statement. I
would request the Minister of Finance,
Shri K, C. Pant to make the statement,
He is sitting there, Sir,

SHRI S. KUNDU (Balasore): It is
a serious matter, Sir, and that is why
Mr. Banerjec is raising this point of
order. He can make a statement. The
trade union rights of the bank em-
ployees should be protected.

MR. DEPUTY-SPEAKER : Your
purpose is served, Mr. Banerjee. Please
resume your seat,
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SHRI1 S. M. BANERIEE : Kindly
hear me, Sir, for a minute. ...

SHRI S. KUNDU : Let him make
a statement,

MR. DEPUTY-SPEAKER : 1 can-

not compel him,
SHRI S. KUNDU :
pel him, Sir.

SHRI 5. M. BANERJEE: He s
ready to make the statement.

You can com-

MR. DEPUTY-SPEAKER : I don't
know. ...
SHRI S. KUNDU : This Bill which

is being passed is a black legislation.
MR. DEPUTY-SPEAKER : The hon.

Minister has taken note of it. Now, let
hon. Members resume their seats.

SHRI S. KUNDU : The entire
transactions in the country will stop, So,
it is a very important matter.

MR. DEPUTY-SPEAKER : The
hon. Minister has. taken note of it.
Now, let us proceed with the business
before the House.

sft wr s (FEad-afe) o
IuTeay wEied, fom faq 9v agw W=
Wr & 9wF ot wrf waaq & w&
@ HWifE aT §F @ &% A1 A7
@t fer sy fewifar zregries &
AFT T T | '

MR. DEPUTY-SPEAKER : It'is &
token strike., If at all it materialises, it
Eﬁ)g(oing to be only a token strike for li.

SHRI S. M. BANERJEE : But the
entire banking business will come to a
stand-still. This House is not concern«
ed with that ? :

MR. DEPUTY-SPEAKER : Now,
Shri D. N. Patodia may resumec his
speech. C

SHRI D. N. PATODIA : This Bill
incorporates one basic amendment which
seeks to enlarge its coverage to co-opo-
rative banks. In additon to that, as
the hon. Mimnister ha« stated, with effect
from 1st January 1968, the limit of the
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amount of insurance coverage has been
increased from Rs. 1,500 to Rs. 5,000.
Beyond these two things, there are
hardly any changes which have been
made by this amendment or by the
Ordinance.

The point that we have to examine is
whether these changes meet the require-
ments of the situation and whether they
also meet the experience of the last
six years. In this context, I was dis-
cussing about the coverage of risk.
The experience of the last six years has
been that the net amount of loss that
has been paid by this corporation to the
depositors is only Rs. 12 lakhs, On the
average it works to about Rs. 2 lakhs
every year. As against that, at the
present moment, the total collection of
premium is as much as Rs. 200 lakhs.
Tt will therefore be observed that the
total amount of net loss paid by the
corporation to the depositors is only
one per cent of the total amount of
premium collected. In the context of
this experience, I would put forward
a suggestion to the hon, Minister that
this increase of coverage from Rs. 1500
to Rs. 5000 does not meet the situation
and the experience of the last few
years.

Banking in India is on sound founda-
tion. Our experience has been good.
The losses are nmegligible, Therefore,
this corporation should be able to
cover the risk to the entire extent. As
the hon. Minister himself has said, even
after covering Rs. 5000 as insurance,
53 per cent of the total amount of de-
posits will not be covered. Why should
they not be covered ? We have a suffi-
cient amount of deposits. At the mo-
ment we have Rs. 900 lakhs lying as
deposits with the corporation as against
the average loss of Rs, 2 lakhs every
year. Thercfore, I suggest that either
the total amount of deposit should be
covered by the insurance, or if the
Minister feels that this is not the proper
time, at least Rs, 15,000 must be cover-
ed by insurance. Anything less than
that will not meet the situation and will
not be justifiable.

My second point ¢ with regard to
the rate of premium. Before I come
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to that, I would give briefly a back-
ground of the financial results of the
commercial banks in India, The com-
mercial banks in India today have a
total deposit of Rs. 3,600 crores. They
have a total advance of mnearly
Rs. 2,700 crores; as against this total
advance and total deposits, the net pro-
fit made by all the commercial banks
in the country in 1965 was only
Rs. 35 crores, which was just one per
cent of the total deposit; out of this
Rs. 35 crores. Rs. 16 crores were ear-
marked for payment of income-tax
alone lcaving only Rs 19 crores to be
shared by the shareholders, for reserve
and for employees’ share of profit. This
is the state of affairs of the commercial
banks,

With the background of such a small
margin of profit at which the commer-
cial banks are working and also the
background that the depositors feel that
they are not getling a rcasonable ratc
of interest from the bankers and that
the borrowers are feeling that the banks
are charging them 9% per cent inte-
rest which is too high, this burden of
Rs. 200 lakhs paid by all the commer-
cial banks as premium to this corpora-
tion is too heavy a burden, and this
burden has no justification in view of
the past cxperience. The rate of pre-
mium which is charged at 5 paise per
Rs. 100 by which the corporation col-
lects as much as Rs, 200 lakhs a year
as premium has no justification. On
the average, we find that over the last
six years, the experience is that the
liability has not been more than Rs, 2
lakhs every year. Even if it increases
slightly now because of the increase of
coverage up to Rs. 5,000 there is no
reason why we should go on collecting
Rs. 200 lakhs as premium cvery year.
I would humbly submit that in view of
the past experience there is no case for
this high rate of premium and I would
therefore submit that the rate of pre-
mium should be brought down by 50
per cent to 2.50 paise per Rs. 100. In
any case, even on sound insurance
principles, this would be a justifiable
reduction, because the rate of premium
has got to be related to the element of
risk involved and the payments made
in the past.
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My third poiot is with regard to the
inclusion of the co-operative banks and
their deposits under this scheme. It is
a sound proposal. But the past experi-
ence about the working of co-operative
banks has unfortunately not been very
happy. Bad debts were many, and re-
payments had been difficult. The Bill
suggests that the banking laws will now
be made applicable to the co-operative
banks only in a limited way. It says
that only certain important banking laws
will be made applicable. This means
that all the banking laws will not be
made applicable. Therefore, I would
like the hon. Minister to tell us in what
respect and to what extent the control
over the co-operative banks by the Re-
serve Bank will be less than that on
the commercial banks. On that will
depend the element of risk involved and
the desirability of giving coverage to
the depositors of co-operative banks. If
the hon. Minister feels that the element
of risk involved in the deposits of co-
operative banks is more, then the rate
of premium may be increased but that
may not be desirable in view of other
considerations. Therefore, I would
suggest that the deposits of co-Gpera-
tive banks should be included wunder
this scheme only after taking the fullest
possible precautions and after ensuring
that the control by the Reserve Bank
on the co-operative banks will not in
any way be less than that on the com-
mercial banks,

My next point is with regard to the
investment of funds by this corporation.
This corporation started in a humble
way. But it has now grown up in a
big shape. It has started controlling
Rs. 900 lakhs, and every year the
deposit increases by another Rs. 200
lakhs. You will be surprised to know
that 100 per cent of the depasits is be-
ing invested in Government securities,
shares and promissory notes. Not even
one per cent has been earmarked for in-
vestment in sound private sector securi-
ties and shares. Why should they not
be so invested ? Private sector securi-
ties and shares will give a better return
compared to the Government securities
and shares and to that context the
depositors can earn a better return, the
insurance premium can be reduced.
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Therefore, a ccrtain percentage of the
deposits should be invested in the pri-
vate sector shares and securities also
which are considered to be sound and
of good financial standing.

My next point which is most im-
portant is with regard to the change in
the structure and representative charac-
ter of the hoard of directors of this
corporation. This corporation has been
formed solely with the objective of safe-
guarding the interests of the depositors.
It has succceded in a way and it will
succeed further. But then, who are on
the board ? The bankers, the financiers.
the insurers, the co-operative men and
the Reserve Bunk representative and
the Central Government representatives
are there, but there is no representative
of the depositors. There are 1,50,00,000
depositors in the country who have
deposited their money to the extent of
Rs. 3,600 crores in the banks, on which
the cntire cconomy of the country re-
volves. But they do not have any re-
presentation on the board of this cor-
poration. 1 have moved an amendment
to the effect and the minimum that is
needed is that this corporation should
give proper representation to the depo-
sitors.

With these few words, I would re-
quest the hon, Minister to accept my
amendment and to accept the various
suggestions that 1 have made.

SHRI HIMATSINGKA (Godda)
Mr. Deputy-Speaker, Sir, I support the
provisions of the Amendment Bill. As
has been cxplained, it seeks to enlarge
the coverage to co-operative credit
socicties and banks with the consent of
the State Governments. As was men-
tioned by the Mover, most of the State
Governments have given their consent
to these being brought within the ambit
of this Bill.

As you know, Sir, a very Ilarge
amount of moncy is now flowing into
the villages and it is very necessary
that that money be mopped up for uti-
lising it in utilitarian objects and in-
dustries. Therefore, if the depositors
are assurcd that their deposits are
covered by an insurance by the State
Government or the Government of
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India under the provisions of the Bill
that we are discussing, they will be
very much assured of their deposits and
deposits are very likely to flow in.
Therefore the provisions of the Bill are
welcome and 1 support the measure.

As has been suggested, the rate of
premium should be reduced because the
element of risk is practically non-exis
tent now. Banks, which were not very
sound banks, have almost all gone out of
cxistence and banks that are now func-
tioning in the country stand on a very
sound footnig. There is practically no
clement of risk any more so far as com-
mercial banks are concerend whose
deposits are mow insured by the Deposit
Insurance Corporation. Therefore there
is a justification for the suggestion that
the rate of premium should be reduced
so that banks may have something more
for payment to their sharcholders and
for carrying to their reserves. There-
for I support the suggestion for reduc-
ing the rate of premium also.

The inclusion of co-operative credit
societics is a step in the right direction.
All possible steps should be taken so
that depositors in the rural areas might
be encouraged to put in their money in
these socicties which may be available
again for uscful purposes,

With these words, T support the Bill.

SHRI S. S. KOTHARI (Mandsaur):
Mr, Deputy-Spcaker, Sir, the Deposit
Insurance  Corporation (Amendment)
Bill is intcnded to extend the scheme of
deposit insurance to co-opcrative banks.
but before I deal with ils extension to
the co-operative scctor of banking 1
would trace the history of this Corpora-
tion very briefly.

It was actually becausc of the failure
of the Palai Central Bank, which in-
volved many people including Govern-
ment scrvants in losses owing to the
deposits not being recovercd, that this
Corporation came into existence for a
very laudable purpose. It began with
a modest coverage of Rs. 1,500 which,
with tho beginning of this year, has in-
creased to Rs. 5,000 per account. But
it has been observed from the annual
report of the Corporation that has been
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presented that only 129 lakh accounts
are fully protected out of 140 lakh ac-
counts and as against total deposits of
about Rs, 3,369 crores, only Rs. 1,553
crores werc insured deposits. That
means, more than half the deposits are
still uncovered. Now that the Corpora-
tion is functioning profitably the cover-
age should be increased. Would the
Minister kindly lend his ears to me; he
is busy.

SHRI K. C, PANT :
you,

SHRI R. K. AMIN (Dhandhuka)
What is the last thing that he said ?

SHRI S. S. KOTHARI : I would
speak in a louder tone so that what I
say does enter the Minister’s ears.

The incréase of coverage from
Rs. 1,500 to Rs. 5,000 is very slow
progress. That way probably it may
be after umptecn years that we may be
able to cover the entire amount of
deposits, Therefore I would suggest the
coverage of deposits up to Rs, 25,000
in the first stage, Rs. 50,000 in the next
stage and so on and the target should
be that within a period of about three
years lo five yecars, Rs. 1 lakh per ac-
count would be <covered. Then this
Corporation weuld have reached its
consummation.

I am hearing

With regard to the proposal of the
Minister to cnter the co-operative sec-
tor, T would like to caution him because
he is cntering almost a jungle where
there are many pitfalls.

AN HON. MEMBER :
animals.

SHRI S. S. KOTHARI : There are
many wild animals, as my hon. friend
here says. The co-operative -banking
sector is almost like a house in  dis-
order; it is like the Augean stables
which have to be clcaned before the
risk is taken over by the Deposit Insu-
rance Corporation which, in effect,
means the Reserve Bank of India. :

I would briefly sketch what is hap-
pening in the - co-operative banking
sector. To a considecrable extent the
loans, which have been paid, are not

Many wild
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recoverable. Probably, when an investi-
gation is conducted by the Reserve Bank,
it would be discovered that 30 to 40
per cent of the loans are, what are
known, as dud loans, that is, they can-
not be rccovered. Then therc are em-
bezzlements and cases of fraud, Some
of these co-opcrative banks are also
used by persons who arc in power for
political patronage; that is, loans are
given to those agriculturists or farmers
or people who belong 10 a particular
party or a particular line of thought.
The consequence is that vested interests
are created and the poor agriculturist
or farmer does not have any voice and
is' unable to oblain loans as he should
be ablc to. which is the basic purposc
of co-operative banks.

Therefore. unless the Reserve Bank is
sure that deposits in the co-operative
banks urc safe, the co-operative banks
arc run in the proper manner and the
Augean stables of the co-operative bank-
ing scctor have been cleansed, the
Deposit Insurance Corporation should
be chary of cnterirg this line. I do not
oppose in principle the idea that deposits
of co-operutive banks should be pro-
tected by insurance. The basic principle
is correct but its application has to be
delayed till the co-operative banking
sector is shorn of the evils that at pre-
sent abound therein,

~The Reserve Bank is taking over the
power to control, wind up and sanction
compromisc schemes. It may in certain
cases supersede  the management, It
may also bring about the winding up.
The Reserve Bank has also powers of
inspection over co-operative banks, If
those inspections are properly conduct-
cd, they would reveal the true state of
affairs in cooperative banks. The
Reserve Bank must extend its full con-
lrol over co-operative banks. If the
Minister says that the Reserve Bank
already has those powers, I would sub-
mit to him that it is an indictment of
the Reserve Bank that it has completely
failed to cleanse the co-operative bank-
ing sector or to ensure that the co-
qperative banking sector is run along
the right lines or according to correct
banking principles.
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I would not agree with the proposal,
which has been put forward by my hon.
friend, Shri Patodia, and which has been
endorsed by Shri Himatsingka, that the
premium -rate  should be reduced. I
would like this Corporation to build up
its reserves. At present the reserves are
only Rs. 8% crores as against the liabi-
lity of Rs. 1,500 or Rs. 1,600 crores
that it carries. It is most nccessary that
the Corporation should be self-sufficient
and that at a later stage this Corpora-
tion should invite public participation,
at least the participation of banks, in-
surance companies, the LIC and certain
other institutions. These wvarious insti-
tutions should subscribe to the capital
of the Deposit Insurance Corporation.
But that would only be possible if the
Corporation becomes strong and viable
and is not weak and wobbling, depend-
ing on the Reserve Bank for support at
all times, Therefore, I would not agree
that the premium rates should be re-
duced. On the other hand, the Corpo-
ration should be developed along lines
that would enable it to build up enough
of reserves to stand on its own feet.

I would suggest that inslcad of in-
vesting all its money in government se-
curities, the Corporation could with
advantage to itsell and to the Reserve
Bank, its owners, invest in decbentures
and preference shares which would give
it a far better yield than it obtains now.
I would even say that it could invest in
blue chips, that is ordinary shares of
companies which have given dividends
in seven out of the last nine years, which
will give it greater rcvenues and
strength und place it in a better position
to give cover to banking deposits.

Finally, I would takc this opportunity
of making one more suggestion which
is of great importancc, The Reserve
Bank recently reduced its bank rate by
onc per cent. There is a certain objec-
tive behind this reduction. The idea is
that money should be available to in-
dustry at a lower cost, and commerpial
banks, in fairness to the banking sector
and to trade and industry, should redunce
their rates by at least one per cent, if
not more. But what we find is that
these banks continue to charge almost
the same lending rates as before; may
be, they might huve reduced it by
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half of one per cent. In some cases,
they even discriminate against some
depotitors in rates. Even today, rates
are as high as 91 per cent....

AN HON. MEMBER : 13 per cent.

SHRI S, S. KOTHARI : .... or
as, my hon. friend is saying, 13 per
cemt.

T would suggest that the Reserve Bank
should ensure that its banking policies
ar¢ properly followed by commercial
banks and they reduce their lending rate
in response to the reduction of the bank

rale by the Reserve Bank.

3t fom mngw (afr) ¢ FuTemE
wgrE, d9fem dgE F owmia § 4%
I W FE A1 TF gy foet §
AFT FT AVAATIANA FT AT | A
T AT WL T AT IF F 4 T
a3 fanit 2@ & it 7 F2y w0
T/ 7 T IA T 2 e
1w g fafasw § 7 s @k
TG EAIF 41§ A G4 99 39 o
AFT ¥ ATAATT FX AT TR |
SHRI S. S. KOTHARI : On a point
of order 7 Is this relevant to the de-
bats ?

&' fow aOMw ;& 99 A oA
@ E A F5 AW A fenfar @fw
T AR

o Aifad frdqumm § o R
IT® 3% ¥ 10,000 To F T fedqum
¥ ¥ 39 F FIAA 9T FT 5,000 TIF
ZY k| TATL TOOY AT ¥hvw F AL H
€ Y Y ) TEAEe f i
fragm=ry frfomangs Iz
W & w97 o1, fedwums @9 & I
FET UTE F FJOE FH A1 AF w7
Y | e O A g @ Iw A
FET A= g &

T feedt o sfefaoaw & foa
T F e 2 A Al 3 w|®
AT &8 T E QY AR AT FT oW
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FI@WE 3 Pt 7 59 & Fean-
AT T & AT AR T9E 9« 00
Tt 7 femfore & aga =< §,
At o weF F AR 73 93 TE™
gt fE g o adf T & &
All progressive elements in the country
are demanding nationalisation. I am in
favour of it. Government should give
an assurance on this point.

aFwr neara Ffsfamwa 1 anfed
AT AET F F7 98 fo@ AR A &
A AT FA T T E I T &
AT E | TS A HIT F A A §
FifF 3@ 75 & geAT Teem A AW
AT ATAGT A1 7% § 1 29 fod F widw
T & FgAr agar g 5 a1 femfwe
=9 § 98 937 Ave! & AfFA q T
g st &1 owke fae, mEr faw
FIfF TR AT T FIe FT, /EI q9@0
FT 4T EC FW F F Ga7 07 F@
A
qm‘mﬁmmw
dqr IY £
wﬁmaﬁm:mﬁ#taﬂﬁ?
TR ATEHY ST 4187 qgT AN § I
F A AHT FT A | AT gH FremyLfeq-
FT AT A qGT TR § & F, T -
m%&wﬁ?wwﬁs.aﬁwww
Tga & wzafeqr § | 3T ATl
w1 Ow F fAd aRe o oA § )
FT ZH AF 4T H I A IF FC AR
@R Fremaifen faew & 437 1 [«
% a1 TIT AT & | A T AT g
7 A § a7 IF 9T &W FT 9TWHS TR
AT q%aT &, WK W W 6 TEe fyern
¢ ar 4 9o faar § 1 9 qifeeE
Y gw o gHm fEar @1 @@ o1 T
e g & e an, oo s
geee w1 e fa

ew fed & fadas #7 a1 a9 F3a
g ¥feT e A FTEEA FAT @

az d%1 7 FRi
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g, Yaradt g Wgar § fR osmer oy
% ¥ a9 Wew § W ¥ AT Ag Ay
# AMAAEATT & | HW AT ATA
Fegfaee @w AT Fmfeee S Ty
§ oY I 9T GT IWA Hfwd | A
AT ag @R F & ford wEd § IE A
A9 FT H9A ey ¥ T Nfed

§ 99 & FARENT § HWIE AT A
A& dem F1 g9 faar | aTa e
AT ST 3@AT § | TS AT ge
TeAT W G8 F FTO ET W& | NE
AT Y A7 T g1, AT WY MEHT
w91 FRT AFT A TIar &, wemadfed
%1 %, ARz #1 Afgd f5 9w W
AW 2 A T 1% TeasSt T &1
SekcEak e iccac el

=9 Wl & a9 A fadas w1 andT
FTETE |

T TRTASITT WIE (T2AT) 2 AT
wRzg, g fadgas v A fam
afafaaw, 1961 # Hotew 1 & o4
¥y faar v | oW fedaw & wf@
Feanit A% F G897 T T e /i
FfAi rrar NI sRtTi ) ARlE
2 o7 ¥ 9 T T TEST & AH |
afwr zo & Wt §o TEaferi § wA
F AIE G AT F A AA ALRT T
e feamaT |rgar g @ A & anw
TEafedi &1 TATT AT & IH IT AE
oY 37 7 AT Gr=e AEAT |

Tq faags & st s diar fem
afafaaw, 1961 # A< FTAT A1 @I
& < o AT Y AT TR O,
1949 & 9% =g wfuFc fear o
@7 & 6 ggerd &1 § o1 F A
& fgai #7 wr &7 9@ | @ fewfes
§ 4 o A ITAT Anga § i wemaifer
%1 A a1 wgwrdr afafeat € s
a feafa & fow & A § anft 7l
awe AN § aga Twafet § R W

®1 GATTT F1 ATAEFAT § | AT ST
WY 9 ¥ AL AR AT A EWET I
st amr fome wfafraw, 1961 &
FAT AET £ I FT FIAET T
T WET FT ALY GO 1 A|T IRE
g1 fe wRm@T st § aenfas
ZA1 & AT qT AHE I F AT IG AT
TR F7d £ | § TH &7 UF IQE
fagre ¥ @i¥ 7 AT ATRATE |

AWIFTAEANGFE | THAF H Foqey
ZHL §EA & AT & OF A §eE
Fiferdmamaradr =i s
gamr Y wAr g & fr o ow dF ¥ 4R
T EEAFIT a A9 AT & 1 & fad
FW &, A4 47/ F JT F7 q@v 27
q F@ § 1 79 IR 39 @ ¥ R
WX AT TEA AT TWAT  AdST qR
grm & s=wg & & ar s § S
¥ FHT AT T & A0 g BRI~
Wﬁ e amas

it fere oW Fgi E wOGH¥ AN

ol IMAGIT WEL : F TRA §
fF @ aw@ ¥ N aEET § @i
T &G K1 sifgm F1 Mo anle T
g9 &7 SEIZANT T TEMT FE
T AET ATT TEAETT FC g6 A A
& FET T FTAMT F G | 0
Y 99w § fq0 gawr swRwa A
F §F, TH ATE $T FITAT ATqHY FT
aifed | Fa ot fage 7 21 W@ 2,
ZERY ATAT AL Y =0 )

e 2 ST & 6 s 2 aafa
T WY FT A oY &, I age
¥ faw, &aY gurar & fau ot & §
YA amA AR T g e A &0 -

oft oo &y O : £ fAdgw A cawr
w7

ot TRTEMT TEAl : WY Ty
g g 3 Tw e f 1o AW
ghafedi ®, med & B e
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[sft TmmeTT wweh]
g\ fagr sToa @ @& saET fadaw
T 37 GTET TT FIART 9F T W ANgar
&, ag Y 71 qgaT §Fa |
T 919 ¥ A ARA 9g19 F7 78
&, TEIT AT FT T2 | 9T Fav
¢ & 31w St T amm |
FqT I, FA0 FH I F7 1@ QAT
a1 WEFT  FEHFA  F HA¥T
AN AR T IART @ =A@
AT A FAT FEd & | oA Ffeh fE ow
TAA Y TIN, OF IAAF @A) A
ar war zen fF dfew egmam #®
T g 3 %1 W@ faar J@mT s oar
AEFIY ATRTET F qAwdr AW Z I
q O oF w1 df T TEF TE 7T | &
% e A 18 fgfqe g d=a -
sl wmaT@ TF W (WaE)
fo & @17 # qEAE 986§ UAWwA
aAET 8, 9% 9T AZ 2 1 OHY s=edr
A AW AET AT A Aigd o
oY fom Ao ¢ o oY €Y AT 99
TAAHE Y AT 4T IHA IART AT AT |
MR. DEPUTY-SPEAKER : Order,
.order. It is not required,

SHRIMATI TARKESHWARI
SINHA (Barh): Why is he complain-
ing? His own counlerpart has said that
he would be the Chairman. Now he
is complaining. That is the kind of
double-talk they always indulge in.

SHRI RAMAVATAR SHASTRI :
It is my right to complain. This is the
place. Why not ?

A7 gg AWMU qamEr § fF amow

T & TF AT RIS EW ¥ Ig AATA

TS 4T AT TET F7 4 GRYA HC @I

g | 9 A% o weafer d/ A

FEET AEN FA qW AF T@ ALE ® AN

ITH0 AT A4T WA WM F AR

& fau semma F3a @i |

Sifrw %= &1 g9z Y T\
FN A EE ) A @ 5w
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AN § S dar wg WE | aE A E
wit femfazst & feat #Y war e 7@
TEA €, [T AFA & €I79] HT W FAT
ARA§ | FEd 9 TG FOE A AT
qEET 7 A AT T & faeLA T Far
21 N Tz 1 vew 7@ I fed
ST GAT far a1 Tey femfaes
F1 I 20T A IFA T E1AET 20T )
TEFT AATAT 4 En R I F uee}
AR qg0T, uFfaFre azam, |lA1-
qIAT &2 |

uF arfadl a@ & a8 FeAT e
g & dawz @wm & T aE0 S
ZATC ATfa® aw | a1 remafes a1
%1 frafd 7 QaR A | 72 @ W
FTH FET HAT A AT SAATEY FHET
& SH®T qAMGE IHF AZ ZRU 0 ¥
AT AzEt 7 R 2 fE o
2Y THET RN ITE E W1 d A
G F7GTE | FC AT LA AL FE
Z A aw ¥ o3 gAfasdy  dlanE
F foad s w9ag g9 9@
A gwt gw & enfaw  feafa
Z¢ AF § @9 ZET AT, 3OS
gl ag ==, fawm a1 g1 %)
Za& T gg g fE s Afa F
WHLE T FT AN HFEIAd i,
a8 & TE@ESW TN AT W,
AT @O WA W FE@ | FI
IR o|T fwQT 4T #7419 G
9T T FAGET, T TAT@T, HA0H
AT, FATT FAGET 7 TTAT AT
SET AT 1y fameaT 91 FER §7ER)
FHANAT FT gEATT | AT 41 22995
UReE § A HAE! THIG & AW A
= FHT | 9y §fFT ma oRTEe
U ¥ OgAT F@& 36 (T) (IN) @
fem & o= & ¥ 4% FHwM@I
# qGT ST ARG A AT § 1 TqH
Tt qAI ZE 3 | FF 21 TRALH § AN
I FTEE W T AT IR E 1, R
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ITF FH=EM H1 g g fear smor
o w0 ¥ 9T qewe o)
wrcdwt &1 Soar wfewsr g wnQAr
At fre feqifag o &Y 26 T aw
) G A AZ1 g 1 AT 36 (T)
(1) &1 wmOwT @w F@T Al
#T gw Tk ® AET IRy 1 g
UA F7A1 A0fgd arfsd at = g
A FrE ¢ 9% Fafdt 7 ag A
AT FHIT EW FT A9 sqFEYT 9T &I
farrsn oerfaEy gefafa, AANERE
S A TZF OIART JIET AT EF |
AT #1F fadasw A9 A1Eh FE I
Zrm \ SPTETE oF a7 & fadaw an
J FIW AR FTAAT | AT GHET § I
uw AF A1 FfE) aemam aeflgaR
&} J1 FF vE AE TEAT F1AFA
2

SHRIMATI TARKESHWARI
SINHA : Sir, I also join in supporting
this Bill. This was a serious omission

in the past that cooperative banks and
societies ‘were not given this facility, It
is good that the Reserve Bank has
realised the necessity of bringing them
into their - ambit Cooperative societies
were giving loans and assistance in rural
areas, but because of the risk involved,
they were not very enthusiastic about
it, except in areas like Maharashtra,
where cooperative societies have a strong
organisation. 1 am very happy to sec
that quite an effective and substantially
secure institution has been created 1o
bring the cooperative socictics and banks
into its purview,

1 have got the figures about the
mumber of State cu-operative banks,
Central co-operative banks and also
primary co-operative bank and npon-
agricultural credit societies. Their num-
ber is quite substantial. As on 30-6-68,
the number of State co-operative banks
is 28-and they have deposits worth
Rs, 166.53 crores, out of which
Rs. 58.21 crores belong to individuals.
The number of central co-operative
banks' is 368, with deposits amount-
. ing to Rs, 302,58 crores, out of which
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- the others have not.
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Rs. 165.28 ciores belong to individuals.
The number of primary co-operative
banks is 1026 and their deposit is
Rs. 193.09 crores. In the case of
salary earners co-operative credit socie-

ties, the deposit is again Rs. 193.09
crores. This is quitc a substantial
amount,

The only ihing which I am not able
1o understind is that only some States
have agreed to amend their laws and
Under this Bill,
the Reserve Bank is being given powers
to effectively administer, regulate and
also take other effective steps like res-
trictions on loans and advance, licensing
of co-operative banks, maintenance of
the liquid assets oi the banks, etc. This
requires amendment in the Slate co-
operative laws. I am apprechensive about
those States which have not agreed to
muke this smendment, because the
people in those States will be deaied
these facilities and it will be a sort of
discrimination between pcople of one
State and another. The hon. minister
said, he hopes to win over the other
States also. 1 do not sce much diffi-
culty in this if the Stutes are approuached
properly.

But I am quite conscious of this fact
that this Bill by itsclf is only an enabling
Bill and an enabling Bill cannot be an
cffective Bill. Therefore, on how far
this enactment will be efiective in solv=
ing the problems of the farmers and
keeping the individual depositors in a
secure position, I have my own doubts.
Because, in somc States the co-operative
societies may be very strong. But I
also feel that a lot of dictatorial tenden-
cies have crept into the co-operative
societies. Some well-organised co-ope-
rative societics will insist on the farmers
that they have to plant a particular crop-
for getting the benefits from the co-ope-
rative society, It is happening. Even
in regard to the nature of his cultiva-
tion, he is virtually compelled by the
big co-opcrative socicties which have
been managed by influential people in
the area. Therefore, the individual far-
mer is reduced to a non-entity. There-
are some other States where co-operative
societies are Tun by a caucus. In a
State like Bihar so many reports have



187

Deposit Insurance

[Shrimati Tarkeshwari Sinha]

been given to the Rescrve Bank about
the pitiable condition of the co-operative
banks.

I will give only one example. The co-
operative socicties give loans on quite
attractive terms to the landed class. But
what bappened ? The benefits of thesc
has not gonc to the real genuine people
who form the co-opcrative societies; it
has gone to influential families who
have built up a caucus. Suppose an in-
fluential person becomes a member of

an agricultural co-operative. He will
make his brothers and sisters, wife,
children and friends members of that

co-operative. Then. if a farmer wants
to become a shareholder for Rs. 10,000
or Rs. 20,000, he has to sign a pro-note
saying that he owes the landlord
Rs. 30,000. That pro-note is always
kept by the landlord. If tomorrow or
the day after that farmer claims that his
share has not been given to him, the
landlord will file a suit in a court of
law against that pro-note. In that way,
the entire credit of that co-operative
socicty is brought under the control and
patronage of that landlord. 1 would
very much like that this Bill should
give help to the co-operative societies
and banks. But, at the same time, this
kind of vicious circle should not be
allowed 1o be formed and this vicious
net should be nipped in the bud.

Then, T agrec with the hon. Member
who said that the purpose of this Bill
is not to cover the banks which werc
already gelting the facilities of the depo-
sit insurance scheme. but this Rill has
been brought to cover co-operative
banks. If the premium rate is reduced,
then more monev will be left to the
co-operative societies, which are not
the property of anv particular person.
The very basis of co-operative societies
and co-operative banks is that they be-
long to the people. If a little more
money is kept in the hands of the co-
operative banks and it is given to the
people, what is the harm? I do not
think Shri Ram Avtar Shastri has really
followed the provisions of the Bill. He
sees policies and cormption everywhere.
T am sure that if he has understood the
provisions of this Bill he would have
said that really more money should be
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kept in the hands of the co-operative
societies, ' because this is an enabling
provision in regard to co-operative
societies,

Lastly, Shri Sheo Narain .made a
demand for nationalisation. Many of
us have made that demand before.

MR. DEPUTY-SPEAKER : Though
he could not express himself properly,
his first suggestion was very good. He
wanted insurance of the basic value of
the currency.

SHRIMATI TARKESHWARI
SINHA : I welcome that suggestion.
1 commend that suggestion that the
basic valuc of the currency has to be
protected. Very right. But here I am
reminded of an incident. I had the
privilege of attending a committee con-
nected with the railways along with Shri
Sheo Narain. In that committee he
made a categorical statement that if the
railways are not able to run the train
services properly the railways should
be handed over 1o either Tatas or
Birlas. T am very happy to find so pro-
gressive a change in the thinking of
Shri Sheo Nurain. I very much wel-
come this.

SHRI S. KUNDU (Balasore): Mr.
Deputy-Speaker, Sir, the sound policy
of growth of banking system in our
country depends on three criteria, that
is, firstly, the dcpositors feel that it has
a stability, secondly, the depositors have
a sense of confidence in it and, thirdly.
the money which depositors put in these
banks is properly invested. Now, look-
ing at these three criteria, this Bill which
comes in the form of an amendment to
the earlier Act is not a step in the right
direction adequately. However limited
the scope may be, we would like to
welcome it with the suggestion that its
scope be radically improved.

I would like to quote a few lines
from the speech of the then Deputy
Finance Minister, Shri B, R. Bhagat.
while bringing forward the Bill in 1962.
He says :

“The decision to introduce a scheme
of insurance has been taken
in these circumstances pri-
marily with the object of re-
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moving any anxiely or misgiv-
ing on the part of the indivi-
dual depositors regarding the
safety of the deposits in which
they are or may be particu-
larly interested.”

If this is the real purpose, 1 should say,
with all humility, we have not been able
to achicve this purpose. Therefore,
after six years, it is necessary to make
a re-assessment of the declared purpose.

According to the Minister of State
in the Ministry of Finance, Shri K. C.
Pant, till now 46 per cent of the total
deposits of the commercial banks have
not been covered with the risk. That
is the first thing. Secondly, this means
a loss of premium rate, to the deposit
insurance scheme. It would have been
better if this Bill would have protected
a larger sum of deposit and it should
rot have taken thesc long six years to
increase the limit from Rs. 1,500 to
Rs. 5,000 covering the risk. So, I would
suggest that in course of time radical
steps be taken to see that the mcasure
is improved to cover the risk of the
depositors which is the declared purpos
of the Bill. U
14.57 HRs.

[SHRIMATI TARKESHWARI SINHA, in the
Chair]

1 would like to speak briefly on two
or three points. Primarily, we are con-
cerned with the cooperative banks. It
has been correctly said that the co-ope-
rative banks stand on the support of the
rural people and also stands on the sup-
port of a lot of money invested by the
Reserve Bank. I would like to suggest
that in order to see that the deposits of
the depositors, of the cooperative banks,
are secure, it is necessary to have a
survey of the working of the coopcrative
banks throughout the country. In the
cooperative banks today there is no
sense of participation of the poor
people in the rural areas or of the poor
peasants, poor artisans, poor craftsmen
and that the cooperative movement has
been dominated still by the hang-over
of the feudal lords which are there
throughout the country.

Therefore, if you are going to pro-
tect the deposits of small depositors in
L58 LSS/68
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the co-cperative banks, it is necessary
to review the working of the co-operative
banks and the people who actually
dominate such co-operative banks; other-
wise, this inclusion would not give us
any benecfit which we expect to get by
bringing this amendment,

15 Hrs.

Another thing that I want to say is
this. Points have been made that the
premium rate has to be reduced. I
would like to suggest one thing here,
This premiuin rate which has been put
at 5 Paise is a source of stabilising
finance of this Deposit Scheme. No-
body knows what will happen and what
sort of trouble will come up in future
and, therefore, if you have more money
for this Deposit Scheme, then it is
good. A point was made that between
the money which involves risks and the
money which is collected there is a
wide diffcrence. 1 would like to submit
that, if you can reduce the quantum of
premium in the casc of co-operative
banks and adjust & by increasing the
premium in the case of commercial
banks, a lot of people in the co-opera-
tive banks or rather the depositors in
co-operalive banks would not consider
it to be harsh to be registered under
this scheme., Therefore, 1 would sug-
gest that it could be examined whether
the premium rate in the case of co-
operative hanks could be reduced and
the amount which is lost by that could
be compensated by slightly raising the
rate in the case of commercial banks.

All these Deposit Schemes and such
other schemes are just small things and
they give very little confidence to the
depositors, The only solution that we
have all along suggested is this; the
malady in the banking system would be
over if thcre is a complete nationalisa-
tion of the banking industry in this
country, The commercial banks now
have about Rs. 4,000 crores, and my
friend, Mr. Patodia, said that they have
very little profit. Therefore, I would
think that he would not grudge if the
entire banking system is nationalised.
Therefore, the best solution is nationali-
sation, The real risks involved in this
would be protected if the banks are
pationalised. All these measures like
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deposit scheme and all that are just
small measures; they are just like throw-
ing some picces of loaves through the
chinks of the wall where a monster is
sitting and goes on ealing and nothing
is produced..... . (Interruptions).

SHRI LOBO PRABHU (Udipi) :
Which party arc you referring to ?

SHRI S, KUNDU : You decide
between yourselves,

MR. CHAIRMAN: The hon. Mem-
ber may try to conclude.

SHRI S. KUNDU :
ing in a minute,

I would like to draw your attention
to the Directors’ Report on the balanced
accounts of the Deposit Insurance Cor-
poration for the year ending the 31st
December, 1967. In para 7 it says that
the percentage of fully protected ac-
counts 1o that of total number of ac-
counts, from 1961 to 1967, has de-
creased. In 1961 it was 78.5 per cent
and in 1967 it had decreased to 76.4
per cent,

I do not know why this anomaly
should exist. These things should be
examined by the Minister. With one
sentence from this Report, I will con-
clude my speech. Here, in this Report,
I find in Para 16 that during the year
1967 no depositor of the Bank of China
received any payment. I do not know
when the Bank of China was liquidated,
why nobody claimed any payment and
who are the depositors. It is necessary
to examine this point and to find out
the facts. With these words, 1 wel-
come this Bill, but, I would suggest that
there should be some radical changes
brought forward in this Bill,

SHRI K. NARAYANA RAO (Bob-
bili): I welcome this Bill with a few
observations. The object of this Bill
is very clear, the limited object being
to extend the beneficial effects of the
Deposit Insurance Act of 1961 to the
Cooperative Banking sector. But, in
this context, I would say that therc is
no disagreement about the fundamental
principles of this Bill. From every
side of this House, hon, Members have
agreed about the basic principles under-
lying this Bill, though certain opinions

I am conclud-
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have been cxpressed about the way in
which cooperative banking system has
been working in this country. There is
bound to be certain amount of disagree-
ment on that point. I would like to
confine myself to a very few broad as-
pects of this Bill.

Firstly, 1 would say that so far as
the cooperative banking system is con-
cerned it is a very peculiar banking
system. I could say that the banking
system exXisting there is a one-sided
affair. They are concerned only with
the lending operations and there is not
much of deposit activities. So far as
the dcposit activities are concerned there
is not much in that regard.

Madam Chairman, you have alrcady
referred to the way in which the co-
operative banking system has been work-
ing in Bihar. Usually in villages there
will be cooperative socicties and  they
collect some shares. On the basis of
the shares ten times worth of credit
could be sccured from district coopera-
tive banks. The district cooperalive
banks, which are called Central Banks,
in their turn gct the loans from the
State cooperative bank. The Reserve
Bank also lends heavily to  these co-
operative banking institutions. Actually
there are no deposits from the rural sec-
tor. Only lending operations are therc.
We come from various States and hon.
Members of this House know the posi-
tion obtaining in the various States in
regard to the cooperative banking sys-
tem. Madam Chairman, you spoke
about Bihar. I will say about Andhra
Pradesh. There are many hon, Mem-
bers of this House who can say the
same thing from their experience in the
respective States. So, I would ask : To
what extent is this Bill going to attract
the rural capital, the rural wealth, to the
cooperative banking system ? In this
context 1 would say that this is going
to be indirectly helping the people to
come forward to deposit their money.
Apart from the covcrage of the risks
contemplated by this Bill the induction
of the Reserve Bank into the activities
of the cooperative banks will be a wel-
come step. The present machinery in
the States, particularly the cooperative
department, is working very unsatisfac-
torily. The department is very helpless
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against the  defaulters. ©Once the
machinery of the Reserve Bank is in-
ducted into this cooperative banking
system 1 feel certain that there is a likeli-
hood of the cooperative banking system
being improved upon,

Before 1 conclude, 1 must say that I
can anticipate the plea of State auto-
nomy etc, from my hon. friend Shri
S. Kandappan opposite. But as the
hon, Minister has pointed out, this is
only an enabling Bill, The States can
make amendments to their laws relating
to co-poerative institutions. There is no
question of compulsion or coercion in-
volved in this Bill. After all, the Re-
serve Bank has to lend its helping hand
in putting the co-operative system in
order and in seeing that the de-
positors in the co-operative banks will
also be insured against any risks due to
adventurism. Whatever the legal powers,
the Reserve Bank does mot act suo motu;
it can only request the State Govern-
ment, and at the instance of the State
Government, the Bank can pass the
necessary orders in respect of the co-
operative banks. So, 1 would submit
that the question of Centre-State rela-
tions does not arise herc at all. After
all, even the Central Government works
to a certain extent under the directions
of the Reserve Bank. So, if the State
Government has to act under the direc-
tions of the Reserve Bank, 1 do not
think that the autonomy of the State
will suffer in any way.

Shri D. N. Patodia has raised a very
interesting point which must receive the
attention of the hon. Minister. He has
pointed out that therc are certain re-
serves and the element of risk involved
is only Rs. 2 lakhs a year, What are we
going to do with this excess money ?
Therefore, I would like to make one
suggestion in regard to the rate of pre-
minum, Of course, in the Principal act
itself there is a provision to the effect
that the rate will depend upon the eco-
nomic position of the corporaticin, and
the minimum coverage can also be
raised if found feasible. I am sure it
is possible to raise it further. So, in
the parent Act itself, there are builtin
mechanisms for adjustment. Under sec-
tion 15 the rate the premium also be
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changed and it can vary from institu-
tion to institution based on the econo-
mic position and the viability of the ins-
titution. 1 do not know how the built-
in mechanisms for adjustment have
worked so far and I do not know whe-
ther Government have acted on that or
not. It is for the hon. Minister to
explain, Since there is a lot of money
lying with the corporation, ] would re-
quest him to consider the question of
giving some bonus also to the persons
who contribute this premium,

With these words, 1 welcome the Bill,

SHRI S. KUNDAPPAN (Mettur) :
There i1s not much to debate on this
mecasure, but hon. Members have
brought in the question of nationalisa-
tion and the improvement of the work-
ing of co-operative societies and so on.
Of course, with regard to nationalisation,
it is a question of principle. 1 would
very much like to say after looking at
the present performance of the public
scctor undertakings, I feel reluctant to
suggest that we should bring in a very
vital sector of the cconomy which is of
great importance to the national eco-
nomy as a wholc under this Govern-
ment, But I would like to insist on one
thing namely that Government should
try to improve the existing state of
affairs, ’

On the demand for nationalisation,
Government came forward with a Bill
to effectively socialise and control the
banks, Unforlunately, even in that, the
performance of Government has not
been quite satisfactory. So instead of
harping on the platitudes and the ideo-
logical dispules as to whether we should
nationalise or not, 1 would like to appeal
to Government to see that things im-
prove with the existing powers that they
have.

The co-operative sector is another
field where Government are totally in
control. It may not be the Central Go-
vernmeat directly, but the State Gov-
ernments arc mostly in control of the
co-operative banking societies.  But un-
fortunately the performance of the co-
operative societies in the past has not
been satisfactory. I wonder when
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people claim that the co-operative so-
cictics in Maharashtra, Madras and
Gujarat are functioning well. 1 do not
know about Maharashtra and Gujarat,
but with regard to Madras State when
I am told that the co-operative societies
there are functioning well, I shudder 1o
think of the position in other States, be-
causc the fact is that they are not really
functioning well. 1 am speaking here
quite frankly because it is no use hid-

ing our sins and trying to spoil the
whole thing.
As you yourself have pointed out

while speaking on the Bill, there is a
Lind of bossism which has crept inte
all socicties at the lower level. So the
Government is finding it very difficult
to weed out that anomaly from the co-
operative societies. Unfortunately, a
sort of politics is also playing a great
role in the functioning of these societies.
Let me not be misunderstood when 1
say that in my State on the eve of the
elections a lot of disbursements used to
bz made and the Presidents of the rural
societies would try to influence people
and tell them ‘If you do not voie for
us, we will not give any credit to you
not only today but for ever. You
would be astonished to know that in
some of the socicties, in spite of the
rule that every citizen of the area or
farmer has got a right to be a member
the Presidents used to refuse cven appli-
cations for membership so that they
keep away elements they do not like and
keep their own coteni to whom they
disburse money.

Another great injury done to the so-
cieties is in the matter of the interest
rates in money disbursed. The interest
rate on credit given through the banks
is very much low. We get it at about
8 or 9 or cven 6 per cent. But in
some States even today the private rate
is something ranging between 20 and
30 per cent. The President get a lot of
money on assumed names. The signa-
tures of the supposcd borrowers are ob-
tained. The poor illiterate farmers are
riot given the money. But these people
lend it outside at exorbitant rates pecket-
ing the margin for themselves. This
kind of malpractice is quite rampant in
many socicties, even in my State which
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is supposed to have one of the best run
co-operative society system in the coun-
try.

Fortunately for us, after we assumed
office—I am not saying this as an indict-
ment on the previous Government; I
am just stating a fact—we had the situ-

, ation changed. We arrested many of

the Presidents of the societies in the ru-
ral areas. I do not have the exact
number, but about 50—60 were arrest-
ed, and many more are yet to be arrest-
ed. This is the position with regard to
the banks.

15.17 Hrs.

[SHRI VASUDEVAN NAIR in the Chair]

So if Government want to bring the
co-operatives within this scheme, they
should first of all sce that the working
of the co-operative societies is improved.
If it is not done, I am afraid the in-
clusion of the co-operative societies will
be a drag on other banks. It is not
going to help them; rather it will be a
drag on the functioning of other banks.
This is a most vital factor Government
have to keep in mind,

Anticipating that I would plead for
State autonomy, Shri Narayana Rao re-
plied to me. 1 do not know the stand
taken by my State Government with re-
gard to this particular item. But we
have appointed a Committee headed by
Shri K. Santhanam to look into all as-
pects of the co-operative movement. It
is a high-power committee with powers
to cxamine all pros and cons of the co-
operative movement including co-ope-
rative marketing and all that, They are
making an exhaustive and thorough
study. Our State Government propose
to implement their recommendations.
They are still awaiting the recommenda-
tions., Probably they are awaiting that
report before deciding. They have not
so far decided anything on the question
of the inclusion of co-operative banks.
I am not sure about it, whether they
have given a reply or not,

But T would like to say that so far
as the States are concerned, with regard
to the ties that will be brought about
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between the Reserve Bank and the Co-
operative societies and the Central Go-
vernment coming into the picture and
playing a bigger role than they were
playing all the time, I do not think my
State would object, provided the Cen-
tre is prepared to pump in enough.
money to provide loans for the farmers.
What is suggested by the Centre is not
the only panacea for all the ills of the
co-operative movement. I would rather
request the Government that simply be-
cause a State has got some problems
they need not be under the impression
that the State is reluctant to carry out
the suggestion of the Centre, I would
rather caution the Centre hat they should
take into account the various problem
that a State is also facing. Supposing
wih the recommendations that they are
expecting from the Santhanam Com-
mittee, they do feel that they need to
have some kind of changes, I think
the Government would not be reluctant
to concede to the suggestions that may
be made by my State Government, With
these few words I support it and I ear-
nestly hope that the movement of co-
operatives would be improved and set on
right banking lines.

Mot e (v zfar)
e WENRT, TR UF AT IFY F w17
FU FY AAEFAT §, qET TCHL TH
feew & d-aaea & ST TTFC Ay
foirt & %2 il samer dam AR W
IR FT W ¥ ot fadaw Tm
T & AHA ¥, IEET qaww ar A
T wwar § fr aeete w7 o faw-
e wwt g amr @ wEe @@
TR & fau oF T = o o
wET T @ & ) 3w faw o TH wEw
¥ a%1 9T gwifaw frdaer Fmem
uF fagow dw frar m o waw o
fipat mam 1 &% 9% ST F Frdar
F &1 fa=re woFTe #FT T AY I
W UF i qIaETO AT Ay
wTfge oY agar 1€ Tar F 3w v
wifgw a7 forw & ¥% 9% a7 ¥ 4
N7 37 ¥ qrw wry WY F g @
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T ¥ F1 A STy A wEw A
qF | O¥ T F7 SFIg 9, AT Y
£ & st 36 (1) (37) mé T a1
qx fadaw aff owmar wom o afew
oo Fuafat & sa< fadan s
F1 &1 T |

SHRI K, C. PANT : We are discus-

sing another Bill here, not the Banking
Regulation Bill.

&t TN WEE gy "R,
Hell wgIey FY aww 3 9 ¢ | femfae
TG 97 989 99 w1 ¢ | ag fewfoe
TR FWRAT A1 § qg a&1 &
G o AT SAT T FH FETE |
ot e WX O : 7g A1 UF AWEHE
2 f& wenadfes 3 ov £ S Y
TafaT g7 &7 argw @fgT &)

ff oF o@ww : Fhemefeor
daq 9 #7 a0 @Y, 79 few ag d=Y
93 fam @0 ¥ @ famm o @ va A
gy FET AT feC 1 (swAwm) -
T Al & @ 7 A oft 7 draan
F1feT 1 3 7 7z 3ar @ av fa nfai
2 frbaw sl mafow fewn &
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2t &F W F 9« @ off, oF T dw
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argx € f¥ woee 3o i fase
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79 fau & #at Agkey ¥ Wi FEAT
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TFE FT THE AT AT | ST AT
far fada® &ty 1 smvErEa 2, ar
# aawar g fr ow feew & fadas =
FHYA T T WIE qqGX R |

Fremyifes geqraif 1 oY § 07 AT
e & | Femefer dear few ag
¥ 9ot &, 7w A & ALY S =g,
afew ail wer wEew 7 @ fadggw
T ggT AW FTA 9T 98 FaT % 1,422
Framqifea Aamafea 2w A €, fom
¥ 977 IEAA SEEEN &1 AR
FrRmrifea #fez g 1 fama €,
ar 1,000 2 oA AT A, foe
F 9 655 *UT "9¥ § fow #
¥ FOF 400 FIAT A F THEA
fearfaza w37 | i vt fagas g
a2, 59 7 59 FNLAT & 99 0F
FLTE 79 FT AT AT &, IT H 9w FAT
FTA FTI%AE § | 7 7Y wwmar fwow
FLUTHT QAFLT FLA B FT ATAVEHAT
FTFT F1 991 | f6T g0 ag efog
# THY, 79 q19 A w00, TH F w1
Heed A ¢ | 49 uIEeaed A
Frogr g, e d sgr T & -

“This provides for the authorised
capital of the Deposit Insurance Cor-
poration to be increased from Re, 1
crore to Rs, 5 crores and the entire
capital will be allotted to the Re-
serve Bank.”

74t ? 74T 99 § fF oF w0 w0
g FLT FAT ABT & | FT @
warar fioed 5% o1 wWr § 7 R A
e €Y 8T 8, A T FT w9 g
& a9 qTT & | fRT I # 74T 9Ew
2 ? fgd &% ¥ e, agi ot ol
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FTHTT FT Jg @ 81 {5 ag Sremyifesy
&1 few 3% a1 < 8, o 7 5t AT
¥ Y qws TaAr wgan g oo
foft & & &% ¢, 979 O sdefew
fefaes § ag fdfy & 7 ag oY 32
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ITFT 52 vF fwdwe a7 #T @I
2 = ¥ s ag foord sz Awi
q27 & X IF 9T A7 A1 AT F q4AT
THGILT BT U7 AT AT AT § TE
T HYAT Y FIH FIA FATH 7 09
ot #4q &, femrfore zvwi| FTootiom
FIEY IAH KT AT F9d & | afFA W
FATAT =12 AT § F s amq T sar
W& gaTl F1 AT T TV @ AT AT
1 AT Fr g afew | HE
TERA AT T 2 .oovvnnnnnnnns
Deposit Insurance Corporation, Direc-
tor's Report. Balance Shee; and Ac-

counis for the year ending 31st Decem-
ber, 1967—page 35—

Investments in Central Govt. securities
at cost

Face value
Market value

Rs. 1,11,60,000
Rs. 1.07,44,000

FET § W FE FRGRAT F QI
T 4AT E IW & AT ) A
F o & | I 1WA g AT G
£ 1 @1 5z wr & W & gvOfE
1WA | 9T AT IAAT & aY w4
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a9dT ®T A0 T FL, GO A A,
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fafas @t @ 39 &1 fadw &<
AT FTH & 1 9 T g &Y A& wwar fw
g A9 & FHGA FT | TGEHO
FT fagas o9 A1¢ a1 37 &7 gw awdd
syEvg F41 | AfF d9T gg WL
Froat 7€) 1 gafee g W4T ar
qEmdT F1 q17 FAAt @ AfEwT gw
qTETT ¥ TH 97 fa=y F7@ U FEA
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agi 9T ATHN, &1 9% A9qq T @
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FX FER F IJER FAT TREE
ar fer o#7 @@ & fao gwrwr
AT AL T |

SHRI K. C. PANT : Mr. Chairman,
I am very grateful to the hon, Members
who have participated in this debate for
the support that they have extent to the
principles round which this Bill is cons-
tructed and the basic idea behind it.
Of course, therc is no remedy for a
person like Shri Fernandes, who says
that even if we bring forward someting
good, he will not be able to support it.

R AW ; §7 Fg R wmEa-
FIOT AT A TEFT ARAT E10T | AEFT
FrE FIT Ao\ FT AL TG &1 |

SHRI K. C. PANT : All I can hope
for is that he will get out of this habit
of negativism and that once in a while
when he recognises that something is
good, he will support it because it will
do a lot of good to his moral tone.

1 shall briefly touch upon some of the
points that have been raised, though I
had a feeling that, as in the case of Shri
Fernandes, finding that there is nothing
much wrong with the measure, some
hon, Members used thier very fertile
minds to project an image which, later
on, they shot. They were not very re-
levant, so far as this Bill is concerned,
whatever merit they might otherwise
have, Therefore, my task, if I take only
the relevant points, is very light. I pro.
pose to deal only with what was relevant.
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The first point that was raised was that
there is need to strengthen the co-ope-
rative sector, that the functioning of the
co-operaive sector is not what is ought
to be. I think, one can accept that in
certain areas of the country, the func-
tioning of the cooperative sector is not
as good as in others, it is somewhat
patchy and uneven, and there are cer-
tain areas where the cooperative sector
nceds to be strengthened. Bug the basic
point is that the cooperative movement
will have to play an important part in
the economic development of the coun-
try. 1 think, many of us here are ag-
reed on that basic principle that co-
operation is to paly an important part
and should be made to play an impor-
tant part in the economic growth and
development of the country., If that
basic objective is accepted, then we have
to accept the challenge posed by the
weaknesses that we find today in the
co-operative sector in certain areas
rather then to despair of improving
them. If we accept that challenge,
then this measure will certainly supple-
ment the effonts being made in the ad-
ministrative and other fields to strengthen
the cooperative sector, It is in this con-
text that I would like the hon, Members
to view the Bill as one which will en-
able the cooperative banks to play a
very useful roleg in the future.

As was explained by my hon. friend,
Shri Patodia, in the last six years, ever
since the Deposit Insurance Act was
made applicable to bank deposits, it did
succeed in strengthening confidence
among the depositors, The deposits
have grown while the number of banks
has come down and, all in all, almost all
the Members who spoke has a good
word to say about the functioning of
the Deposit Insurance Act in #he lagt
five or six years in relation to its appli-
cation to banks. In fact, the complaint
seems to be that it had done too well
and why it had built up too many re-
serves, etc. etc. Really, I think, they
ought to have complimented them for
having built up the reserves. As point-
ed out by one hon. Member, the re-
serves are not enough in relation to the
potential liability. ...

SHRI S. S. KOTHARI : 1 said that
the reserves need to be strengthened.
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SHRI K. C. PANT: Yes; you did
say. I agree with him that the reserves
need to be strengthened and you have to
see the reserves in relation to liability.
But, certainly, there can be no serious
complaint as to why the Corporation
has done well and has managed to build
up the reserves. If it had not built up
the reserves, there would have been a
spate of criticism., I would have faced
that criticism. This is the first occasion
when a Corporation has been criticised
for building up the reserves, I have
heard so many Members referring to it
with an air of criticism and disapproval
as though it is something wrong to build
up reserves. I think, it is the function
of the Corporation to build up reserves,

The second point is that even if one
accepts there are weaknesses in the co-
operative banking structure and so on,
that only enhances and strengthens the
need and the argument in favour of the
Bill because, if everything were well
there, one would have expected the de-
positors to go to the cooperative banks
without the need for an insurance cover.
The very fact that there are weaknesses
show that if we want these cooperative,
banks to play a useful role in mobilising
rural savings which we, certainly, do
and, as I pointed out earlier, their scope
for mobilising these savings is even more
than the banks because their network is
much faster, then it is only right and
proper we should strengthen them and
we should give the insurance cover to
the depositors and, in spite of whatever
weaknesses there may be in certain areas
in the cooperative sector, this insurance
will give them the feeling that their
interests are safe. In that context, I
think, the whole purpose, the whole prin-
ciple, the whole idea, behind the Bill is
one that all sections of the House
should welcome,

Another point that was raised was
with regard to the premium rates. It
was said that the permium rate should
be reduced.

As T have already said, my hon,
friend has presented the other side of
the case from his expert knowledge
because he has pointed out that we
have to view the results in relation to
the liability. .
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Secondly, we have to keep in mind
that we are now venturing into a field,
the co-operative ficld, in which we do
not have too much of experience and
frankly, the liabilities are somewhat un-
certain. A large number of banks—
about one thousand banks—spread all
over India will be brought within the
purview of this Bill. It is in this con-
text that, at the present moment, we
cannot really assess clearly the potential
liability of the Corporation., So, this
would not be the right time really even
from this point of view to reduce the
premium,.

Thirdly, we have to accept that we
should be forward-looking in relation to
the level of deposits which we cover by
insurance, Some hon. members madec
the point that we had now gone up to
Rs. 5,000 that we should go higher, If
we want to do that, then also we should
have some reserves. To reduce the pre-
mium at this stage would, to some extent,
reduce our ability to raise these limits.
Therefore, this point also has to be kept
in mind. There are many things. which
are desirable, but certain things are
contrary 1o each other and you cannot
haveg both at the same time; you have to
set certain priorities for yourselves,

Then a point was raised that we
should invest in the private sector and
carn a higher return on the investments.
Now the point to be considered is that
we want these deposits to be absolutely
safe. This is an insurance and we want
to invest the money that we get in such
a manner that there is absolute safety,
and it is on the principle of absolute
safety that we invest in these Govern-
ment seucrities, Whatever else one may
say, even accepting Mr, Fernandes' argu-
ment. T think it is accepted that govern-
ment sccurities are the safest, Therefore
having accepted that, we are going to
abide by the ‘absolute safety’ principle
in regard to this matter, and it is for
this reason. ... (Interruptions)

SHRI PILOO MODY (Godhra) :
What sort of banking principle is there ?

SHRI S. S. KOTHARI: A sort of
balance should be there.
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SHRI K. C. PANT : You explain the
safety principle to him.

SHRI PILOO MODY :
understand ? (Interruptions)

Do you

SHRI K, C. PANT : Balance, he will
never understand; safety, he will under-
stand. You explain to him.

SHRI D. N. PATODIA : What about
LIC and similar other institutions which
are committed to investment in private
sector ? Are they not safe?

SHRI K. C. PANT : A point
raised by Shri Kothari. ...

was

SHRI PILOO MODY : You answer
his question,

SHRI K, C. PANT : I shall answer
the question 1 chose to.

My hon. friend, Shri Kothari, refer-
red to the Reserve Bank's powers and
he says that the Reserve Bank should
have the power of inspection. Actually
the Reserve Bank does have the power
of inspection of the co-operative banks
under section 35 of the Banking Regu-
lations Act as applicable to the co-
operative banks. This was made appli-
cable to the co-operative banks earlier
and perhaps he knows of the Banking
Regulations Act under which this was
made applicable....

SHRI S. 5. KOTHARI: Let them
exercise this power effectively.

SHRI K. C. PANT : I agree; it should
be exercised effectively. I am sure, the
Reserve Bank will pay heed to his ex-
hortation. )

Then, there was a point raised by
Shri Ramavatar Singh......

AN HON. MEMBER :
Shastri,

SHRI PILOO MODY : He will call
him what he chooses to.

SHRI K. C. PANT : I think, Mr.
Shastri will sccept this, ‘Singh' is advan-
tageous in elections sometimes,

Ramavatar
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He said that there should be two per-
sons who have experience in the co-
operative field, He thought that the
language was ambiguous. I personally
do not see how he came to that con-
clusion.

It says:

“Five directors nominated by the
Central Government in consultation
with the Rescrve Bank, three of
whom shall be persons having special
knowledge oi commercial banking or
of commerce, industry-or finance and
two of whom shall be persons having
special knowledge of or experience
in co-operative banking or co-opera-
tive movement.”

st T WEEY ; HdY wERT
FOEAACHE FTARIG

Wt g s o A faw ¥ 9@ @
g | Tz 9 & fdaw €

st TrATEATT WEA : ST A A
B ALY g YT A1 0

WY gor T T A A TG G
I AEN 1 AT A /R M
I &t qf ar #1¢ fzfaur adf szt |
77 faege ww &

Mrs, Sinha raised the point that this
will be applicable to some States and
not to others. I have already dealt
with this in my opening statement. I
hope the States who have not replied
to us, who have certain difficulties, will
also accept this and fall in line, and
that they will take advantages of the
attempt being made to strengthen the
co-operative sector.

My hon. friend Shri Kandappan
referred its Centre-State relations be-
cause Mr. Rao referred to it. 1 wish
he had not fallen a prey in that trap,
which was set for him. He really had
nothing to say on this issue, On lhls
issue I found that he was accepting the
basic idea behind this Bill and the
principles and also the care that had
been taken by the Central Government
in seeing that the powers of the State
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Government are not eroded in any man-
ner, This Bill will become applicable
only when the States are agreeable and
when they bring forward a measure in
their own legislature.  Therefore, 1
think, he was fully agreeable to- this
scheme of things, but as Mr, Rao pro-
voked him into saying something hypo-
thetical, he said like that,

SHRI S. KANDAPPAN ;: I made
that point simply because we are await-
ing the Santhanam Committee’s report.
In casc the Government of Tamilnad
has got any difficulty with regard to im-
plementing that, the Central Govern-
ment would be gracious enough 1o
concede the points and make adjust-
ments accordingly. That is  what [
wanted to point out.

SHRI K. C. PANT : I hope we shall
never be wanling in grace. I hope my
hon, friend, if he finds this acceptable,
will fraise no objecion and will
persuade his Government to accept it.

Shri Ferandes raised the point as
to why the deposits in the State Banks
were also insured. 1 am surprised that
a knowledgeable person like him should
have raised this point. The principle
of insurance is to spread the risk bet-

ween good risk and bad risk. It is
not that deposits in Statc Bank are
insured because there is any doubt

about deposit in the State Banks or
viability of the State Banks. If there
is some risk, they should be able to
meet that liability, if something like
that happens. That is the obvious
principle. He raised some other issucs
which are very enlightening but not
very relevant.

So, 1 think, Sir, 1 have dealt with all
the points, and I hope we can pass on
to the next stage.

oft w FTRANW : ST SEfET-
fre &1 Sredz wreAfrT oA
& o o dur v omr &, 4fF
food &% ag dar ¥} & a1 weeAT A7
vrfafa@w 2o & 39 & & ¥wrw
F O H §FC TP KL | 5w fam-
ferAqg agafdiz § 1w @O &
ford aga foer 8
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SHRI K, C, PANT: I have men-
tioned it in the Debate. I hope I have
some latitude in ignoring some of the
points made. Otherwise I will become
a bore in this House.

W AN SR wei fow @
qgi I FAT AT & |
SHRI S. KUNDU: I gave a sugges-
tion that the premium rate in respect
of co-operative banks should be re-
duced, compensating the loss by a
slight rise in the rate for the commer-
cial banks. As it is, the rate of interest
charged by co-operative banks is high
and this will raise it further and ulti-

mately hit the poor people in the rural
urcas.

SHRI S. S. KOTHARI : The risk is
greater in the co-operative sector and

according to insurance principles the
rate should be higher,
MR, CHAIRMAN : In the second

reading stage. these points can be made.

SHRI D. N. PATODIA : There is
one point left unanswered, which if he
likes he may reply. It is about repre-
sentation of depositors on the Board.
It is an imporlant point.

SHRI K. C. PANT : It is certainly
important; 1 shall deal with at the
amendment stage.

MR. CHAIRMAN :
Motion for circulation.

SHRI SHIVA CHANDRA JHA :
May I say a few words on my motion ?

MR. CHAIRMAN : this
stage.

SHRI SHIVA CHANDRA JHA:
Then what is the point in moving
motions for circulation ?

MR. CHAIRMAN : He could have
spoken earlier. Anyway, he may
briefly say what he wants,

oft feraemx wy ¢ gwTafa wERT, amy
sma & fr Ao |waw g faauw
&1 ofesw siriifraa & fad agde v
FT 8 | A A I § A TUT ¥ FY
¢ & o} weafaw M SuT ¥ o &4
T 1 uz frdTw WY 1949 FT 9%

There is a

Not at
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Bt 997 § | T faw F senafer dF
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T M AT AT MRz faw A g
37 & yafaw &Y snw F71 Tww &7
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gar #1777 § f afFw &1 ai-
O 21, FET Al 7T anfE A fq-
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ST & =z A o1 9 a9 1E-
fadas ga7 & wmar g AN faere &
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MR. CHAIRMAN : The question is :

“That the Bill be circulated for
the purpose of eliciting opinion there-
on by the 31st January, 1969,

The Motion was negatived.

SHRI SHIVA CHANDRA JHA:
The ‘Ayes’ have it.

MR, CHAIRMAN : The result has
already been declared. If he wanted a

division, he should have challenged it
before the result was declared.

The question is ;

“That the Bill further to amend

the Deposit Insurance Corporation
Acl, 1961, be taken into considera-
tion.”

The Motion was adopted..
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MR. CHAIRMAN : We will mnow
take up the clauses.
16 HRS.

There are no amendments to the

clause 2.
The question is :
“That clause 2 stand part of the
Bill.”
The Motion was adopted,

Clause 2 was added to the Bill,
Clause 3 —Amendment of seciion 2.

MR. CHAIRMAN : There are somc
amendments by the Government—
amendment 4, 5 and 6.

SHRI K. C. PANT : I beg to move :

Page 3. line 17,—

Jor ‘1967 substitute *1968' (4)
Page 4, line 22,—

for “1967" substitute ‘1968’
Page 5, line 6,—

Jor ‘1967 substitute ‘1968' (6)

These are procedural, amendments

]uysé to change the ycar from 1967 to
1968.

MR. CHAIRMAN : The question is :
Page 3. line 17,—

for '1967 substitute ‘1968" (4)
Page 4, line 22—
for ‘1967 substitute ‘1968
Page 5, line 6,—

for *196T" substitute ‘1968 (6)
The Motion was adopted,

MR. CHAIRMAN : The question is :

“That clause 3, as amended, stand
part of the Bill.”

The Motion was adopted.

(5)

&)

Clause 3, as amended, was added to
the Bill,

Clavse 4 —(Substitution of new sec-
tion for section 4.)

SHRI LOBO PRABHU (Udipi) ; I
beg to move :

Page 5, line 23,—
for ‘five’ substitute ‘three’ (10)
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Whether the capital of the Corpora-
tion is 3 crores or 5 crores may not be
very meaningful if onc looks at it only
from the point of figures. Govern-
ment have been very loose with these
figures and when they deal with thou-
sands of crores, 3 or 4 crores is not
relevant. It is meaningful because this
Bill is an ecxperiment and can be a
very dangerous experiment. If the
Government is given power for a long
time with the share capital which con-
tains such a large margin, this danger
is enlarged. 1 would like to say that
this Bill is dangerous because there are
serious gaps in the thinking of the
Government which have not so far been
exposed. There was a gencral com-
plaint that co-operative societies are in
a bad way, that cven in Madras which
has been praised for its excellence, the
socielies are so bad that a special Com-
mittee headed by a very eminent person
has been appointed. If that js the posi-
tion, is it cnough for the Reserve Bank
to be content with powers only over
the banks which lend money to these
societies 7 The powers of the Reserve
Bank to be meaningful should extend
to the societies. If the societies are
bad, if the societies are in default in
their payments, the banks are going to
be affected. In this connection I
would like to draw the Minister's atten-
tion to the fact that the overdues from
these socicties were 6 crores of rupees
in agricultural societies and Rs, 10
crores in non-agricultural societies.
These overdues are very rarely paid
and the socicties gencrally enter into
liquidation. It means that these Rs, 16
crores are sooner or later going to
come on the banks. Of course, the
Minister may say that this payment may
not be on the private depositor because
as much as 60% of the credit of these
societies is from the Government insti-
tutions and another 15% is from the
Government, Even so, though Govern-
ment’ money may not require protec-
tion, it is noteworthy that it will have
to bear an ultimate loss which may go
upto Rs. 16 crores even on the present
estimates. The Deposits Insurance
Scheme which bas been praised by my
colleague. Mr. Patodia, is going to be
faced with this liability from the co-
operative societies. The fact that the
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control of the Reserve Bank stops with
the banks is a very serious matter for
consideration, We do not want to tie
up with what is to be an unsuccessful
scheme, 1, therefore ask the Govern-
ment to think before they proceed with
this scheme,

My second point is depositors depend
on confidence, and what is the con-
fidence that the public have, not in
banking but in the Reserve Bank ? The
Minister made it out that the Reserve
Bank had donc very well, but nothing
had been done about the default of the
Reserve Bank. [ refer to my friend's
reference to the Palai  Bank.  This
Pulai Bank was under thc Banking Re-
gulations Act from 1949, subject to
inspection, subject to reports and  so
on. They had also a Reserve Bank
ofticer there. But what is the result?
The Palai Bank went by the drain, and
the Government were involved in the
loss, besides many depositors. The up-
to-date payment made was only 64 per
cent, and they have lost the remaining
36 per cent. They had lost the interest
which would have accrued, which might
have been about 50 per cent.

My question is, how can this country
rely on thc Reserve Bank which has
powers but does not use them ? What
will the Reserve Bank do when they
have a larger number of banks to
supervise and to control than they have
so far? These arc very serious gaps
in the thinking of the Government,
and therefore, I press very strongly
that beforc we give the Government a
licence to avoid the notice of Parlia-
ment by giving this cxtra power to
raise capital to Rs, § crores, we are con-
tent for the time being in raising the
capital only to Rs. 3 crores.

ot ak FRAWN : F geaTd FEAT
E :
Page 5, line 23, for “five crores of
Tupees”
substitute “one crore and twenty-
five lakhs of rupces” (30)
¥ foafes & & s1R @\ w0
£ 1 3w & g < At A A E
sqAREEATAT ATEAT |
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“The Corporation shall maintain

two funds, to be called respectively
the Deposit Insurance Fund and the
General Fund.”

FAIA 23 ® femfae gwdiq &3
Fqr Wty &, zEer fow g 1 foam
sifaga sar &, foord 9% & A geaiq
faar @ar &, wACE ®E ¥ AT GE
ziawz faar swar 8, s faady sifw-
an FY IAFT ATAZAT §, I T AT 84T
HTAT &, TALT FATEEHAT 9T AT =T
srar &, 3w ¥ femfoe gawais we
FAM | ¥T IH BT FT A TEHH §
ag 23(2) A feargam g :

“The said Fund shall be applied to

(a) muke payments in respect of

insurcd deposits;

(b) to mect the liability in respect
of advance taken under sec-
tion 26: and

(c) to meet the liability in respect
of the amounts referred to in
clause (c¢) of sub-section
(1.

T AT WCHFTC FT Tg FgAT @l
fs 4fs gn saer forward &7 o
G &, wafed gi o #foea § gEw
AT & AT WA AT qg AE R
o wEY F1E 4% g mAn AT few-
fozst #1 Ga7 arfgw STAT 9% T
gt ag dar fenfwe 7wk v &
AT | AT B¥ § qg duv A
AF |

& wmar § & wely wgwg gwra
et 23( 1) (@) *r a3 feamdd fom
7 7g fomm gam ¢ -

“All amounts transferred to thal

Fund from thc General Fund under
section 27",
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SHRI K. C. PANT : 1 think both of
my hon. friends would have argued
their cuse better if they had said that
there ought to be no increase in autho-
rised capital. But Mr, Lobo Prabhu is
prepared to increase it from Rs. 1
crore to Rs. 3 crores and Mr. Fernan-
des is prepared to increase it to Rs, 1}
crorcs. Therefore, it is a matter of
judgment how high it should go.
Neither says that the resources are
cnough and you need not increase the
limit. If they admit there is scope for
increasing the limit, . ..,

ot O FWAAW: F G W

SHRI K. C. PANT: Why did you
give an amendment to increase it to

Rs. 1} crores? it e weiwdftwr : g
ford fir =1 @ =7 &1 Q@ fardhw
TTAT) You would have more consis-

tent if you had said that there should

have been no increasc. Therefore, it is

a matter of judgment as to what the in-

crease should be. Now, who will exer-
cise the judgment? Which is the
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best agency to do that? Mr, Lobo
Prabhu, in rhetorical flourish more than
anything eclse, expressed some lack of
confidence in the Reserve Bank, I am
quite certain that an experienced admi-
nistrator like him knows the place of
the Reserve Bank in the scheme of
things and he cannot possibly believe
there is scope for lack of confidence in
this basic inslitution in our economy.

SHRI LOBO PRABHU ; What hap-
pened to Palai Bank ?

SHRI K. C. PANT : It is only an
acknowledgement that there can be
errors and certain human beings can
act out of bad motives, Once the error
is pointed out, Reserve Bank takes
steps, We have moved far away from
the days of Palai Bank and my hon.
friend knows that we owe it to a large
cxtent to the Reserve Bank that today
we arc in a much happier position.
Therefore, we must accept the judgment
of the Rescrve Bank in this matter.
The Central Government is going to
authorise increase in capital in consul-
tation with the Reserve Bank. The pre-
sent amendment is  only an enabling
onc. to avoid having to come before
Parliament again and again to increase
the capital progressively. So, we have
raised the limit a little higher to Rs, 5
crores. Having explained it in so much
detail, I hope both of my friends will
agrec to withdraw their amendments.
Even if Mr. George Fernandes cannot
agrec to it as a matter of principle, I
hope. Mr. Lobo Prabhu will withdraw
his amendment,

SHRI LOBO PRABHU rose—

MR. CHAIRMAN : We have already
cxceeded the time, Therc should be
some limit somewhere. You can
smuggle in your question afterwards
because you have a number of amend-
ments to the other clauses also.

I will now put amcndments 10 and
30 to vote.

Amendments Nos. 10 & 30 were
and negatived.

MR. CHAIRMAN : The question is :

y t clause 4 stand part of the

Bill."

put

The Motion was adopted.
Clause 4 was added to' the Bill,
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Clause S —(Amendment of section 6.)

MR. CHAIRMAN : There
number of amendments.

SHRI LOBO PRABHU: 1
amendments 11, 12 and 13.

MR. CHAIRMAN: Mr. Kundu's
amendments Nos, 16 and 17 are bar-
red; they are the same as amendments
11 and 12. He can move 15 and 18.

are  a

move

SHRI S, KUNDU : 1 move amend-
ments Nos. 15 and 18.

SHRI K. C, PANT: 1
amendment No. 28,

SHRI GEORGE FERNANDES: I
move amendments 31, 32, 33 and 34.

SHRI D. N. PATODIA : 1
amendment No. 37.

. MR, CHAIRMAN : Mr. Dar is not
present.

SHRI LOBO PRABHU: I beg to
move :

move

move

Page 5. line 33,—
for “five" substitule “three” (11)
Page 5, line 34,—
for “three™ substitute “two™ (12)
Page 5, line 36,—
for “two" substitute “one™ (13)
SHRI S. KUNDU : I beg to move :
Page 5, line 29,—
after “officer” insert—

“having knowledge on the
matter of Insurance of depo-
sits” (15)

Page 5, lines 36 and 37,—

for “two of whom shall be per-
sons” substitute “one of whom
shall be a person™ (18)

SHRI K. C. PANT : I beg to move :
Page 5, line 36—

afier “banking,” inseri—
“insurance,” (28)

NOVEMBER 20, 1968

Corpo. (Amdt.) Bill 220

SHRI GEORGE FERNANDES: I
beg to move :
Page 5, line 33,—
for “five” substitute “two” (31)
Page 5, line 34,—

for “three”
(32)

Page 5, line 35—

for “persons” substitute “a per-
son” (33)

"

substitute  “one

Page 5, lines 36 and 37,—

for “two of whom shall be per-
sons” substitute “the other
shall be a person” (34)

SHRI D. N. PATODIA : I beg to

move ;

Page 5, lines 36 and 37—

for “and two of whom shall be
persons” substitute—

“one of whom shall be person
representing Bank  depositors
on one of whom shall be
person” (37)

SHRI SRINIBAS MISRA (Cutta-
ck) : Sir, on a point of order., The
government amendments are standing
in the name of Shri Morarji Desai,
The gentleman sitting here is not Shri
Morarji Desai. So, under the rules, he
cannot move those amendments since
they are not circulated in his name. I
can cite the rule.

SHRI K. C. PANT ; I think he necd
not take the trouble of citing the rule.
His point or objection is well taken
care of. Since he was present in the
House, 1 have taken the precaution of
writing to the Chairman,

SHRI LOBO PRABHU : Mr, Chair-
man, agreeing that the Minister is care-
full and competent, I just refer to the
fact that he had not answered. my
objection that the of the
Reserve Bank are limited to the banks
and do not extend to the societies.

Coming to my current amendment, I
have again proposed a change in figur-
es. It may not be dismissed by the
Ministe® a8 one of judgment, becaus
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there is a little more than that. At
present thc Directors of this Corpora-
tion are drawn almost entirely from
the Reserve Bank and Government; 1
say almost entirely because in addition
to the Governor and the Deputy Gover-
nor, the third Director is an officer of
the Finance Ministry; that is, of the
same like, same class. Then, the two
other Directors are the nominces of the
Reserve Bank. They are therefore,
people who sharc the views of the Re-
serve Bank. I would like the Minister
to consider carefully why it has been
made such a family affairs of the
Reserve Bank. There are other banks
involved in this, there arc the deposi-
tors involved in this.

SHRI K.
banks ?

SHRI LOBO PRABHU : The depo-
siting scheduled banks are involved.
They have no representation; only the
Reserve Bank, its nominecs and govern-
ment have rcpresentation, Then, therc
are the depositors, as my hon. friend,
Shri Patodia has mentioned. I am not
pgoing as far as that, asking you to
change the whole scheme of things. I
amo first asking you to reduce the pum-
ber of these directors. Numbers of
missions and delegations these days
seem to increase only in numbers and
decrease in quality.

C. PANT : Which other

16.18 ums.
[Sumt THIRUMAL Rao in the Chair]

There is no point. in paying more
money to thesc people who come just to
say “yes” to what the Reserve Bank
is doing. So, I first suggest a reduc-
tion in numbers,

Then, I think it will meet the wishes
of everyone if these outside Directors
are approved by Parliament, because it
is do good getting yes-men in this
directorate who will do exactly what
the Reserve Bank wants, who will fail
to protect the interests of the public.
So, T do hope that our intelligent and
very capable Minister will concede this
mugh, that he changes the existing pro-
vision of nominated in consultation with
the Reserve Bank to one of “approved
581L8S/68
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by Parliament”. It will give Parlia-
ment a sense of collaboration or co-
operation in this enterprise, in this
Corporation. I am fairly confident
that he will accept this amendment.

SHRI S. KUNDU : My amendment
suggests the addition of the wonds
“having knowledge on matters of in-
surance or deposits” after the word
“officer” in clause 5 on page 5, line 20.
Another amendment seeks to reduce
the strength of the directors. The
nominee of the Reserve Bank will be
a very important person in the Board
of Directors. So, he must have some
knowledge about insurance. Shri Pant
is looking at me to say that he has
already moved an amendment that such
persons must have knowledge of insu-
rance, [ have checked up and I find
that it is for other Directors. Other-
wise, I would have accepted it. About
the nominec from the Reserve Bank,
it was previously, the Deputy Gover-
nor and now ‘any other officer’, he
should also have the knowledge of in-
surance. Otherwise, it will be wvery
difficult for him to undersiand the pro-
blem. T have suggested that the pro-
vision of the increased number of
directors should be deleted,

At least once, Shri Lobo Prabhu has
realised. after perhaps his retirement,
that if more officers arc put up, more
funds are wasted on T.A. and other
allowances and the expenditure of such
Corporations is increased. 'Therefore,
it is in the fitness of things that what I
have suggested should bc accepted,

Then, I support Shri Patodia's amend-
ment that there should be one director
representing  depositors,  There are
lakhs of depositors and their case would
only be strengthened if ome of their
nominee is on the Board of Directors.

! ar s ww T,
AR T § sz & & 5 sufeai

T IMELT TAH FT AE TOHTT
Hoitaw & agr ST €Y @ wrg faw &

¥ uF @ folt et & w1 w7 wfafafy

#IT UF @ STy Awer ¥ dwY

T 1| Y TIRT VGRET @A A

ATATAHAT TgT T HEYH AR ERAT § 4
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@ ¥ | mfgT 77 T &1 &I
For & 7 oA @gw w4 frmmo AW
& FgAT qa7 237 0 fafaw Tmisev
T At 77 F1 nezfiAngz 2, a7 Toaw
AT F AT AEY aTA 2, TR XY W A
3 § 1 A FITEARFI 2 P, A
AT FTH FI@T & 1 Al g2 qE T
FTFETATE ! AR T W AT 2 7
6 @ul 7 JrE *1 F71 FTIW T 7 FT
I % TT AT 2 AT 15 A & A9
frara fearfored &, 3a #1 ag awow 37
#N I 9, FF 1 FAA7, 1968 &
3T A 5 gan F7 fzam g o Aifa
AT AR § | qZ ATHIT & AL
sfafafa # ag @t 4R & w3 & §,
FF AN ATFT F F47 F AT A7
FARX @Y E | A1 AT IT TR F
gl 5 a1 %7, &1 A7 Anri w1 Fafem
QATIH, THT WATIH 1T IHF HNF
QATIH 34 T A9 g1 AT A1 § AWHA
|FAT § AT @ I TAIREA £
agt 9T F FY KL STEIGFAT AEN
femrd gzt &1 2 Y F, 3@ m
AWE & |
SHRI D. N. PATODIA;: 1 have
moved an amendment so as to include
ome of the directors and as representa-
tive of the depositors, This point was
raised by me earlier also at the time
of the Banking Law (Amendment)
Act. At that time, the hon. Finance
Minister, Shri Morarji Desai, stated that
every person is a depositor and, there-
fore, there is no separate necessity for
a representation. So, I could anticipate
the same answer from the hon. Minis-
ter now. In anticipation of that answer,
I want to say that, at the moment,
there are different sections which are
being represented as bankers, as indus-
trinlists, as representing Reserve Bank,
as representing Central Government and
so on and so forth. But since this par-
ticwlar organisation is set up for the
exclusive interest of the depositors to
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look afier the safety of their deposits,
I do not sce any reason why the Gov-
croment should be reluctant to accept
one person as representing depositors’
interests, There should be no difficulty
in that. I think, it would be in fairness
to thc demand of the depositors that
Government should accept my amend-
mcnt.

SHRI K. C. PANT : Mr. Chairman,
Sir, all the amendmenis centre round
the number of directors to be appoint-
cd. The proposal of the Government
is that the number of directors should
be increased to eight and their should
he two persons having knowledge of
cooperative  banking and coopera-
tive movement and thres  per-
sons having special knowledge of com-
mercial banking, commerce,  industry
and finance. The Chairman of the
Corporation would be the Governor of
the Reserve Bank; there would be ano-
ther officer from the Rescrve Bank and
therc would be one Government
nominee. That is the structure we
propose. Shri Lobo Prabhu has object-
cd to this and has said that he is not
very happy with the preponderance of
Government  representation on  the
Board of Directors. Without being dis-
respectiul, may I point out to him that
his arithmetic needs a little bit of
polishing up because after the Govern-
ment amendment, there will be two
Reserve Bank nominees, one govem-
ment nominee and five non-governmen-
tal persons; the ratio is three to five
even if you include the Reserve Bank
nominee as the government nominee.
His suggestion is two government pomi-
nees in relation to one non-government
nominee. . .

16.25 Hrs.
[MR. DEPUTY-SPEAKER in the Chair]

SHRI LOBO PRABHU : I said that
they are all government nominees be-
cause they are appointed in consolta-
tion with the Reserve Bank, that they
are their yes-men...

SHRI K. C. PANT : His amendment
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{Interruptions) My point is that this
amendment does not alter that situation.
But it does alter the proportion in
favour of the Government instead of
i favour of thc non-government Direc-
tors. That can hardly be the intention,
It was perhaps without giving due atten-
tion to this aspect of the matter that
he put forward his amendment. I
think, he would be willing to withdraw
it.

So far as Mr., Kundu is concerned,
he wants an officer who has a special
knowledge of insurance. The Rescrve
Bank wholly owns the Corporation
and it appoints in the Corporation offi-
cers who can discharge their  duties.
The Reserve Bank, as the sqle .owner,
is naturally interested in seeing that the
Corporation functions well. * Therefore,
we do not want to specify any quali-
fications so far as Reserve Bank is con-
cerned,  'We had not specified it earlier
in the Bill and I have had to come with
an amendment. Even at present the
situation is that one of the non-officials
is 1 man who has specialised knowledge
of insurance. 1 proposc to accept the
idea that he has put forward that the
field of insurance should be represented
on the Board and, therefore, I hope, he
will withdraw his amendment and will
accept the amendment of the Govern-
ment,

Mr, Fernandes, in keeping with his
streaks of originality, has come forward
with an amendment which cuts out the
Reserve Bank and the Government al-
together from the Board. I do not
‘know whether I should take this seri-
ously. I am not saying that I would
not take Shri Fernandes seriously, but
T cannot take his amendment seriously.

So far as Mr. Patodia is concerned,
he has made the point that depositors
should be represented and he has also
apticipated my answer. I would make
only two points. The first is that it is
the whole function of the Reserve Bank
o protect the interests of the deposi-
tors, and in this case the Reserve Bank
bappens to wholly own this Corpora-
tion, Therefore, 0 think that by in-
&Muﬂn;adepmmon: representative
You are in any way going to strengthen
the protection of the depositors’ inte-

Deposit Insurance KARTIKA 29, 1890 (SAKA) Corpo. (Amdt.) Bill

226

rests is, I think, not correct and I think,
he is not understanding the rule that
the Reserve Bank is expected to play
in this Corporation. It is cntirely in
order to protect the interests of the de-
positors that this is so. The second
point is that we are not seeking to give
representation to certain classes in this.
1t is not that bankers will be represent-
ed or financiers will be represented;
we are only giving represcntation to
persons having special knowledge of
cerlain scctions of finance or banking:
it may be a professor who has a good
knowledge of banking, we can put him
on the Board. A man who has knowle-
dge of banking nced not be a banker.
Thercfore, it is not necessary to put a
depositor on the Board, Without win-
ning the confidence of the depositors, a
Corporation cannot function. There-
fore, it will be the duty of the Corpora-
tion to see that the depositors’ interests
are fully protected and that will ensurc
ilic Corporation's own functioning.

5t AN FTAAIN . JUTET WA,
qA QAR FAT 2 | HAr WERT 7 QAT
s g f7 ‘o fag arf @ o
NferAfedY” § &t § Tataes @
gt § R fed 35 ST g
STEaT § | IUTEAE WERd, AT
F @A =81 §, afead F anEAl
AT 7 | AT Nfme nE wY
xfed -

“The Board of Directors of the
Corporation shall consist of the fol-
lowing, namely :—

(a) The Government for the time
being of the Reserve Bank,
who shall be the Chairman of
the Board;

A Deputy Governor of the

Resérve Bank nominated by
that bank;

An officer of the Central Gov-
ernment nominated by that
Government;

Two directors nominated by
the Ceatral Government in
consultation with the Reserve
Bank having special knowledge
of commercial banking..."

(b)

(c)

(d)
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SHRI K. C, PANT: Since he has
raised the issue, may I point out what
his amendment says ?
Amendment No. 31 says:
“for ‘five’ substitute ‘two'.”

The other
follows :

“for ‘three’ substitute ‘one’"
“for ‘persons’ substitute ‘a per-
son"."

You just read that...

! WX HCEW ¢ afgd A, @ F
o 9z i | SuTems ®ERA, A
79 o7 ®aw Qfed, g ¥ ane
aTE ATET 3 | Wl R F RE
T A TN AT T F AL
FTA AT 19 F97 Tig—37 & fecdy
e aTe &Y Frard 3, e & wfafafy
qF GH &1 A9 §, fah T A g I
§—IUTEneT WENEA, § AT & ITW U
wferm arzan £ 1 ¥ IieEReT O @—
¥ 5, ATET 30—

SHRI K. C, PANT : May I cut this
Debate short ? This will only take the
time of the House. Whatever his

amendment is, I am not going to accept
it. That should satisfy you,

oY A FRAW ;g g AW
2 W g a9 AN fF & o F1A
2, T H aTA ATGATE

MR. DEPUTY-SPEAKER: He is
paying compliments to your originality.

That compliment you may take. There
is 2 Government amendment—amend-

amendments are as
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Modification of

Civil Defence rules (M.)
ment No, 28, to Clause 5, I will put
this to the vote of the House.

The question is :

Page 5, line 36,—

after “banking”
rance,” (28)

The motion was adopted,

MR. DEPUTY-SPEAKER : Shall I
put all the other amendments together
to the vote of the House ?

SHRI D. N. PATODIA : Kindly put
my amendment No. 37 separately to
the vote of the House.

MR. DEPUTY-SPEAKER: Al

right. 1 will put amendment No. 37
to the vote of the House,

b2y

insert—"insu-

Amendment No. 37 was put and nega-
tived.

MR. DEPUTY-SPEAKER : 1 shall
now put the other amendments to the
vote of the House.

Amendments Nos. 11 to 13, 15,
31 to 34 were put and negatived.

MR. DEPUTY-SPEAKER: The
question is ;

18,

“That Clausc 5, as amended, stand
part of the Bill.”

The motion was adopted,

Clause 5, as amended, was added to the
Bill.

MR. DEPUTY-SPEAKER: Now
we bave to take up another item on the
Agenda,

16.34 Hrs.

MOTION RE: MODIFICATION TO
CIVIL DEFENCE RULES

SHRI K, NARAYANA RAO.
(Bobbili) : T have a point of order to
make, Sir.  Shri Srinibas Mishira's
motion reads as follows : .

“This House resolves that in pur- -
suance of section 20 of the CMI
Defence Act, 1968, the following
modiﬂnntionbemadein the Civil
Defence Rules, 1968, published in



