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and then,
“11 members from Rajya Sabha;

“That in order to constitute a sit-
ting of the Joint Committec, the quo-
rum shall be one-third of the total
number of members of the Joint
Committee;

“that the Committee shall make a
report to this House by the first day
of the next session;

“that in other respects the Rules
of Procedure of this House relating to
Parliamentary Committees shall apply
with such variations and modifications
as the Speaker may make: and

“that this House recommends to
Rajya Sabha that Rajya Sabha do join
the said Joint Committee and com-
municate to this House the names of
11 members to be appointed by Rajya
Sabha to the Joint Committec.”

SHRI KANWAR LAL GUPTA
(Delhi 'Sadar) : What will be the strength
of the Committes nmow 7

SHRI ASOKA MEHTA : The totgl
will be 33—22 from the Lok Sabhas
namely, the 18 members the names of
whom are given in the Order Paper, and
four more namely, Shri M. G. Uikey,
Shri Siddayya, Shri Kartik Oraon and
Shri Hukam Chand Kachwai, and 11
from Rajya Sabha.

I have been informed that the Busi-
ness Advisory Committee has been of
the opinion that, in order to save time.
reference to the Joint Committee be
made without any discussion. Therefore,
I would not like to add anything at this
stage.

MR. CHAIRMAN : The question
19 3
“That the Bill to provide for the in-
clusion in, and the exclusion from.
the lists of Scheduled Castes and
Scheduled Tribes, of certain castes and
tribes, for the readjustment of repre-
sentation, and redelimitation of parlia-
mentary and assembly constituencies
in so far as such readjustment and
redelimitation are necessitated by such
inclusien or exclusion and for matters
connected therewith, be referred to a
Joint Committece of the Houses, con-
sisting of 33 members, 22 from this
L23LSS(CP)/68
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House, namely, Shri R, S. Arumugam,
Shri C, K, Chakrapani, Shri Anil K.
Chanda, Shri N. T, Dus, Shri G. Y.
Krishnan, Shri N R, Laskar, Shri Refa
Venkatappa Naik, Shri J. H, Patel,
Shri Deorao S. Patil, Shri Trilokshah
Lal Priendra Shah, Shrimati Rajni
Devi, Shri Ram Charan, Shrimati B.
Radhabai Ananda Rao, Shri J. B.
Muthyal Rao, Shri K. Submavelu,
Shrl P, R. Thakur, Shri Ramchandra
Ulaka, Shri M. G. Uikey, Shri §, M.
Siddayya, Shri Kartik Oraon, Shri
Hukam Chand Kachwai, Shri Asoka
Mehta and 11 from Rajya Sabha;

“that in order to constitute a sitting
of the Joint Committee the quorum
shall be one-third of the total number
of members of the Joint Committee;

“that the Committee shall make a
report to this House by the first day
of the next session;

“that in other respects the Rules
of Procedure of this House relating to
Parliamentary Commiitees shall apply
with such variations and modifications
as the Speaker may make; and

““hat this Houss recommends to
Rajya Sabha that Rajya Sabha do join
the said Joint Committee and com-
municate to this House the names of
11 members to be appointed by Rajya
Sabha to the Joint Committee."”

The motion was adopted.

16.04 Hgrs.
BANKING LAWS (AMENDMENT)

BILL
THE MINISTER OF STATE IN

THE MINISTRY OF FINANCE (SHRI
K. C. PANT) : On behalf of Shri
Morarji Desai, I beg to move :

“That the Bill further to amend the
Banking Regulation Act, 1949, so as
to provide for the extension of social
control over banks and for matters
connected therewith or  incidental
thereto and also further to amend the
Reserve Bank of India Act, 1934, and
the State Bank of India Act, 1955, be
referred to a Select Committee con-
sisting of 22 names. ...

You will notice that in the printed st
there are only 20 names, Now some
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changes have been made in the list which
appears in the order of today, and two
more names have been added, These
changes have been made with the per-
mission of the Chair. The changes in
the names have been cleared with the
concerned Parties. I shall now read out
the names :

“Shri Frank Anthony, Shri Kamal-
nayan Bajaj, Shri S, S. Kothari in
the place of Shri Maharaj Singh
Bharti, Shri N. Dandekar, Shri C. T.
Dhandapani, Shri G. S, Dhillon, Shri
Madhu Limaye in the place of Shri
S. M. Joshi, Shri C, M. Kedaria, Shri-
mati Sucheta Kripalani, Shri Samaren-
r.!ra Kundu, Shri Lalit Sen, Shri Indra-
jit Gupta in the place of Shri H, N.
Mukerjee, Chaudhary Nitiraj Singh,
Shrimati Vijaya Lakshmi Pandit, Shri
Krishna Chandra Pant, Shri S, R.
Rane in the place of Shri Deorao S.
Patil, Shri Thirumala Rao in the place
of Shri R, Dasaratha Rama  Reddy,
Shri Dwaipayan Sen, Shri K. N.
Tewari. ...

The two names which are not in the
order paper and which have now been
added are :

“Shri Jyotirmoy Basu, Shri Sadhu
and

“Shri Moratji Desai with instruc-

tions to report within one month.”
Hon, members would recall the state-

ment made by the Deputy Prime Minis-
ter in this House on December 14, 1967,
on social control over commercial banks.
He outlined in that statement the major
steps, administrative and legislative, that
the Government intended to take to
implement ¢he decision to have effective
social control over the functioning of
commercial banks. In pursuance of the
scheme of social control, the WNational
Credit Council at the all-India level has
already been set up and it had its first
meeting on the 16th instant. It is seized
of the basic issues relating to the budget-
ing and planning of overall credit, and
I hope that, in course of time, the Coun-
cil will be in a position to indicate ap-
propriate guidelines regarding allocation
of credit which will require implementa-
tion by the commercial banks, ¢
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As will be clear from the Statement
of Objects and Reasons accompanying
the Bill, its main object is to amend the
Banking Regulation Act, to i
certain new provisions with a view to
extending effective social control over
banks. The commercial banks bave to
take actual credit decisions in the light
of the guidelines that may be indicated
10 them. The Bill seeks to ensure that
they are properly oriented for such pur-
poses, that the Reserve Bank's powers
are adequately widened to secure imple-
mentation of such guidelines or matters
having a bearing on them, and that Gov-
ernment is vested with suitable powers
to acquire the business of the banking
company in the event of persistent fai-
lure on its part to comply with the
Reserve Bank's directions,

The Bill, as the hon, members will
concede, is one with wider implications.
dealing as it does with the activities of
one of the most important sectors of the
economy. Moreover, although every
case has been taken in drafting the Bill.
therg is no denying that the drafting had
to be completed within a comparatively
short time. We would, therefore, like
to have the benefit of the close scrutiny
and counsel which only a Select Com-
mittee of the House can give in regard
to the drafting of the Bill.

Since the Bill was introduced, a num-
ber of suggestions have been received
from many quarters and 1 would take
this opportunity of referring here in
general terms only to the relatively more
important suggestions which could be
usefully examined by the Select Com-
mittee within the basic frame-work of the
Bill,

1 would in particular refer to Clause 5
of the Bill prohibiting granting loans and
advances and giving guarantees 4o Direc-
tors and the concerns in which they are
interested. Hon, Members bhave ex-
pressed concern on more than one oe-
casion that a dominant group or persons
who happen to be on the Board of
Directors of the Banks exercise undue
influence on the bank management in
getting loans for themselves and their
concerns. The proposed section is in-
tended to eliminate to such influence. 1
share this concern which has been voiced
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by hon. Members and would like it to
be ensured that the prohibition comes
into force as soon as possible after the
enactment of the Bill. 1 think that the
period of three years which is the time
proposed in the clause to be allowed do
banks to liquidate their existing advances
to Directors and their concerns, except
where there is a contractual obligation
for a specific period, may be reduced
further, say, to a period of oneg year.
I also propose to have the present draft
amplified to cover also the members of
the Advisory Boards which are
being set up by foreign Banks and also
members of local or Advisory Com-
mittees of any Indian bank as well. I
have, however, received representations
that the present draft might create cer-
tain hardship or dislocation which may
be avoided without any dilution of the
basic intention underlying the present
draft. It has been pointed out that the
freezing of loans and advances on a
particular date might create difficulties in
the operation of cash credit or over-draft
account and the outstanding advances
may be allowed to fluctuate within the
credit limits already sanctioned. It has
been represented that the prohibition on
Joans to companies in which the lending
bank’s director is a director should not
apply in respect of advances to com-
panies which are subsidiary companies of
the Banking company or to  non-profit
making companies registered under Sec.
25 of the Companies Act or to com-
panies in which the Government have a
majority shareholding. Also it has been
argued that persons with special qualifi-
cations and experience and who are on
the Boards of Banks and who hold mere
qualification shares need not suffer from
this prohibition as this would restrict
the choice of banks to have on their
Boards competent and professional
people who happened d¢o be their con-
stituents. 1 should, however, make it
clear that we would not like the basic
structure of the section altered except
to the extent of making any marginal
relaxations which would not directly or
indirectly create any apprehension or
leave any scope for the exercise of any
influenca in the granting of loans to
Directors or their concerns. Subject to
this the Select Committee could possible
consider any proposal to amend the sec-
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tion to remove any genuine operational
or legal difficulties in applying the pro-
hibition, These suggestions as also any
other suggestions which the hon, Mem-
bers might like to make may be usefully
considered by the Select Committee.

I would now turn to another import-
ant provision of the Bill which has been
the subject matter of considerable criti-
cism, viz., the proposed Section 36 AD.
Let me at the outset clarify the basic
objective of this section, Banks are
primarily service institutions and have to
function as efficient and disciplined units.
Otherwise, the objective underlying the
social control over banks will be frus-
trated. Banks arec governed by the
Negotiable Instruments Act and have
centain responsibilities to discharge to-
wards the public and also their constitu-
ents who are their borrowers and depo-
sitors. If there is any deliberate obstruc-
tion or intimidation within the premises
of an office or outside which affects its
functioning, it has implications which
are far more serious than adoption of
similar practices in individual commer-
cial or business establishments, We have
received representations urging that this
provision should be withdrawn as it
affeots the legitimats trade union activi-
ties of the employees.- As the hon.
Members would appreciate, this is based
on a mis-apprehension of the scope and
purpose of the proposed section. It is
not intended to curb any legitimate
trade union activities. What the
proposed section purports to do is to
prohibit any person from indulging in
certain forms of undesirable activities
which might affect or undermine  the
normal functioning of a bank. In the
proposed Bill the right to launch prose-
cution in terms of this section has been
restricted to the Reserve Bank or any
person authorised in this behalf. We
have considered the matter carefully and
are of the view that it will be inappro-
priate to restrict the right and it should
be open to any aggrieved party whether
it be a bank or any other person—an
employee or constituent of the bank—to
file a complaint to the appropriate court.

Apart fipm these there are two minor
amendments which may be considered
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by the Select Committee.  Sub-clause
(a) might be modified making it clear
that there should also be no obstruction
to any person not only from entering the
office or place of business of a banking
company but also from leaving its pre-
mises. Also there should be a prohibi-
tion on any kind of demonstration by
any person inside the bank premises
whether such demonstration is decent or
indecent. I hope the hon. Members
would appreciate the circumstances in
which it has become necessary to incor-
porate this provision in the present Bill.
Apart from the amendments to the
Banking Regulation Act, we have taken
this opportunity of proposing certain
amendments to the Reserve Bank of
India Act and the State Bank of India
Act. We have also in view a few minor
clarificatory amendments mostly of a
drafting nature to these Acts and these
will be moved at the appropriate stage
in the Select Committee. Sir, I now
move the motion.
MR. CHAIRMAN : Motion moved :
“That the Bill further to amend
the Banking Regulation Act, 1949, so
as to provide for the extension of
social control over banks and for
matters connected therewith or inci-
dental thereto .and also further to
amend the Reserve Bank of India Act,
1934, and the State Bank of India
Act, 1955, be referred to a Select
Committee consisting of 22 members,
pamely :—
Shri Frank Anthony
Shri Kamalnayan Bajaj
Shri S. S. Kothari
Shri N. Dandekar
Shri C. T. Dhandapani -
Shri G. S. Dhillon
Shri Madhu Limaye
Shri C. M, Kedaria
Shrimati Sucheta Kripalani
Shri Samarendra Kundu
Shri Lalit Sen
Shri Indrajit Gupta
Chaudhary Nitiraj Singh
Shrimati Vijaya Lakshmi Pandit
Shri Krishna Chandra Pant
Shri S. R. Rane .
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Shri Thirumala Rao

Shri Dwaipayan Sen

Shri N. K. Tewari

Shri Jyotirmoy Basu

Shri Sadhu Ram

Shri Morarji Desai
with instructions to report within one
month.”

SHRI LOBO PRABHU (Udipi) :
Madam Chairman, I rise to object to this
Bill on the ground that it is not constitu-
tional. I do not know whether in
bringing this Bill the Ministry had in
mind the judgement of the Supreme
Court in Gorakhnath vs, The Staie of
Punjab. In that judgment it has been
made abundantly clear that no rights,
no fundamental rights may be touched
by Government withount giving adequate
compensation as provided in Art, 314.
Now, no doubt, the Government has
been subject to pressure from their
own side. No doubt, even those who
could have resisted this Bill, the Bank-
ers, have been subject to a sense of seli-
preservation. But, here, in this House
we have to preserve the majesty of the
law and I would like to have an assur-
ance from the hon. Minister that this
judgement has been considered, This
Bill which seriously limits the rights to
property and takes away the control of
the Bank is unconstitutional.

16.18 Has.

[Surr BAL Ray MADHOK in the Chair]
MR, CHAIRMAN : Shri Amrit Na-

hata.

SHRI KANWAR LAL GUPTA
(Delhi Sadar): What about the point
of order the hon. Member has raised,
Sir ?

SHRI LOBO PRABHU : Sir, it is an

unconstitutional debate. You have to
give a ruling.

SHRI RANDHIR SINGH (Rohtak)::
It is conmstitutional.
awrfe wgwa : ol ST It
ot ME & IEF a1 A AQ FEAT 4R
tfrafm s I gmEad fide
721 & W7 AT e 40 ar 34 faw
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N g H9E FIEFA §, QA E FIIRA
& a1 99T T 954 §, gafoT g7 wA
Ft I8 aafa afas adi &

T Ffers |

SHRI LOBO PRABHU : Sir, are you
ruling it out of order ?

MR. CHAIRMAN : I want that the

debate should continue, It can be thrown
out or accepted. I do not think the
constitutional objection which you have
raised is valid.
_ SHRI K, M, KOUSHIK (Chanda) :
Mr. Chairman, Sir, in  assessing the
utility or thg otherwise of the Bill on the
anvil, we have to look around and to
collate our position. The slogan  of
‘Socialism’, ‘Communism’ and ‘Social
Controls’ are all borrowed by us from
other countries and there have been
several experiments carricd out by other
countries in this regard and, therefore,
it is necessary to look to the experiences
in this regard and collatg our position
whether the present Bill is going to be of
any utility or not,

The socialists in Great Britain, Sweden
and other countries have now given up
the idea of Staty ownership and they
have reverted actually to the system of
private enterprise. Even Russia, from
which country we have been drawing
inspiration from day to day, has also
relented on this question of State owner-
ship and it has now reverted to profit-
making motive and market cconomy.
Similar trends are also observed every-
where and therefore thg communists
countries as well as the socialist coun-
tries are reverting from State ownership
to the private ownership, Now, it is a
matter for consideration whether the
present legislation which is being debated
now will serve any purpose whatsoever.
“Whether this will be useful at all is a
matter which has to be taken into con-
:sideration very seriously. To me it ap-
pears certnin that it is not a desirable
legislation. Now, in spite of that, the
politicians here want thg public sector
and they want nationalisation; and they
have nationalised the Life Insurance
Corporation. The foreign trade, food
trade and so many other trades have
been nationalised. But, Sir, what is
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the result ? The result has been that we
have deficit financing, inflation, bznk-
ruptcy and the ruin of our economy. This
is the result to which we have arrived
at. Therefore, we have to see really
whether it is not foolhardiness for us in
this contingency to accept this legislation
as being helpful to us.

The second point that I would submit
is this, The banking system in India is
a mixed one. That is, there are banks
in the State scctor, there are banks in
the private sector. There are commer-
cial banks. Over and above all these
banks, we have the Reserve Bank of
India which has control over all other
banks in this country. The object of
this is to have a social control. If
really the present Banking Regulations
Act and the Reserve Bank of India Act
had not the provisions necessary to
control the banking system and the way
advances are made, certainly, Sir, I would
have said that certain laws would be
necessary, in order to control ths bank-
ing system. But the banking laws that
are operating contain enough provisions.
The banking laws operating. in  this
country, as existing on the statute-book,
make enough provisions for social con-
trol on banks. This is the point that I
wish to submit, that this Bill is not at
all necessary and this is redundant, It
has become a characteristic fcature of
our Government not to think clearly.
There is some confused thinking and
there is no clear thinking at all. We
have accepted a mixed economy as our
principle and in case of mixed economy
the consideration should be pragmatic
and should not be doctrinaire. ‘There
have been charges of mismanagement.
And I submit, Sir what are those
charges ? How are they substantiated ?
They are simply arguments in the air.
1 want to know from the hon. Minister
whether there have been any complaints
from the share-holders, from the tweive
million depositors or from the Reserve
Bank of India which exercises control
over the functioning of all these com-
mercial banks ?

Simply to say that there have been
complaints, without actually putting for-
ward such complaints for the perusal of
the Members of the House is some-
thing like advancing arguments in the
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air. In fact, the Deputy Prime Minis-
ter's statement in para 15 clearly states
like this. I quote :

“The Indian banking system has
attained stability and strength over the
last fifteen years. Of the developing
countries, we are indeed fortunate en-
ough to have fairly well-developed
capital and money market, and for all
its existing shortcomings and weak-
nesses, the banking system, as an in-
tegral part of the money market, has
given a good account of itself.”

This certificate from the Deputy Prime
Minister will very clearly show that
there is absolutely mothing which makes
the present legislation necessary in order
to have a control over the banks, This
certificate is clear and as a matter of
fact, no more argument would be ne-
cessary to say that the present legisla-
tion is unnecessary to control the affairs
of any banks, and commercial banks in
particular,

Now, in the same statement he makes
a statement that there are certain shont-
comings. What are those shortcomings?
The alleged shortcomings are the follow-
ing, namely :

(i) The commercial banks have not
equitably distributed credit facilities to
small-scale industries and agriculture;

(ii) The resources of the banks are
misused for the benefit of directors and
their concerns; and

(iii) The banks have helped the con-
centration of economic power in the
hands of a few businessmen.

These are ¢he three shortcomings
which have been mentioned in the state-
ment which has been made by the
Deputy Prime Minister,

Now, before going to discuss these
individually, I would like to submit this,
that in our economy, as it is undevelop-
ed, distributional considerations are ab-
solutely unimportant. And what is re-
quired is a rapid growth by larger out-
turn of goods and services, This is ac-
tually the principle on which we should
proceed. If it has not appealed to the
Reserve Bank that the present banking
system needs any control for hll these
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years that it has been in existence, it
is a poor commentary on the working of
the Reserve Bank; and it speaks very
little of the efficiency of the Reserve
Bank. On the other hand it borders on
incompetence.

Coming to the shortcomings, it has.
been said that there has mot been suffi-
cient agricultural credit. This is one of
the shortcomings that has been put up..
Commercial banks, they say, are non-
responsive to agricultural credit. Now,
it is an absolutely unjust statement, as
I will presently show. Banks in our
country are modelled on the English:
pattern. And there, the bank advances
are made to trade and industry. Simi-
larly, even here, because they have been
modelled on the English pattern, the
banks are expected to give credit and
advance loans only to trade and industry.
This has been accepted impliedly and
expressly by the Government, and at
no time, as a matter of fact, any ex-
ception has been taken to this policy.
No directive was ever given either by
the Government or by the Reserve
Bank to change the policy to advance
loans to the agriculturists,

Therefore, when this policy was ac-
cepted that the commercial banks in this
country are intended only to give loans
to trade and industry, now to come up
and say that you have not advanced
sufficient loans to the agricultural sec-
tor is something which is, I should say,
most unjustified and unwarranted, After
all, these commercial banks are trustees
of the shareholders’ and depositors’
money. Now, they cannot freely distri-
bute ¢his money to the farmers, as it is
done in the case of State Government's
Taccavi loans or coOperative loans, for
the simple reason that the farmer's
capacity to repay depends on timely
monsoon. And therefore, these com-
mercial banks cannot advance loans- to:
the agriculturists for the simply reason
that unless the banks are satisfied with
the capacity of the particular farmer to
repay, they cannot hazard public money
which is in trust with them, That is
why this was not insisted upon and
actually prohibited.

Then, coming to the Reserve Bank
of India, I would say this. The Reserve



3459 Beanking

Bank has an overall control and can do
and undo things so far as commercial
banks are concerned. Now, the Reserve
Bank has not done anything in the way
of issumg directives to the commercial
banks so far as loans to the agricultural
sector s concerned. Unless the func-
*doning of the commercial banks are
criticised either by the Government or
a directive is issued by the Reserve
Bank, they have no reason to think that
thekr policy needs any change, so far as
agricultural credit is concerned.

So, it is not now open to the Finance
Minister to come before this House and
criticise these commercial banks, saying
that they are non-responsive to the agri-
cultural credit. Again there was a
Banking Enquiry Commission under the
chairmanship of Sir Purshottamdas
Thakurdas. There was also the Rural
Credit Survey Committee under the
chairmanship of Shri V., L. Mehta and
they had definitcly made a recommenda-
tion to Government, which has been ac-
cepted by Government, that the com-
mercial banks are not to enter into the
field of agricultural credit. In addition,
the co-operative societies had also kick-
ed up a row and said that the commer-
clal banks should not enter into the field
of rural credit and rural credit should
be a monopoly of this. That was the
demand put forward by the co-opera-
tives and that had been accepted by
Government.

16.31 Bms,
[Mr, DEPUTY-SPEAKER in the Chair]

In addition to that, Government have
themselves now established branches of
the State Bank of India in all the rural
areas o that the State Bank itself could
agyvanca rural credits in case of neces-
sity.

With this background, if Government
say that the commercial banks have
been at fault in not being responsive to
the needs of agricultural credit, T sub-
mit that that is not a fair statement. It
13 not open to them to make such a
statement, In fact, Government them-
seleves were eager to see that the com-
mercial banks should not enter into the
agricultural sector and Government had
accepted the recommendations of the
committees that they had set up. There-
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fore, now to turn round and say that
the commercial banks have not been res-
ponsive to the agricultural sector’s needs
is something which we cannot acoept as
just; rather, it is most unjust and um
warranted,

The State Bank of India is a hundred
per cent Government concern and was
directed to open branches in all the
rural areas and there are several
branches ncw for advancing agricultu-
ral credit. If we examine the perfor-
mance of the State Bank in this regard
with the impetus given by Govern-
ment to the Staie Bank, we
would find that the performance of the
State Bank is absolutely poor and is no
better than that of the commercial
banks. If we see the performance of
the commercial banks and the advances
made by them, we shall find that
they have advanced loans to sugar
factories, tea  plantations, coffee
plantations and rubber  planta-
tions, and agro-indusiries, invested in
debentures of land mortgage banks, and
advanced money to co-operative socie-
ties, all extending to nearly Rs. 300
crores. In the face of this to say that
the commercial banks have not shown
a good performance is absolutely false.
Besides, they were prevented and pro-
hibited by Government themselves who
said that they should not enter into the
agricultural sector. In spite of that,
Rs, 300 crores has been advanced for
various purposes. So, it is difficult to
understand with what face my hon.
friends opposite come before the House
and say that the commercial banks have
not discharged their responsibilities, and,
therefore, this present Bill is necessary.

The next charge which has been
made is that the commercial banks have
not given as much money to the small-
scale industries as they ought to have
done, The statistics very clearly show
that 65 to 70 per cent of the borrowers
from big banks are the small-scale in-
dustries people, and about 85 to 90 per
cent of the borrowers from the medium
type of banks were from the small-scale
industries; the amount advanced come to
Rs. 28 crores in 1961 and in 1966 the
advance increased to Rs, 91 crores. It
is a matter for credit that wherever ap-
plicdtions were made for loans by these
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small-scale industries people, the appli-
cations were not rejected, rather, the
*number of applications rejected is infi-
pitely small. If the rejected applica-
tions are scrutinised it would be found
that there were some difficiencies; pro-
bably there was proper security want-
ing and the small-scale industry man
could not provide the security and,
therefore, the applications might have
been rejected on that account, After ail,
when a loan is given by a bank, be it
a Government bank or a private bank,
certain conditions have to be fulfilled.
Every banking concern has to  fulfil
certain procedural formalities and ful-
fil certain condi‘ions. It is possible that
certain applicants from the small-scale
industries might not have fulfilled cer-
tain conditions on account of which their
applications may have been rejected. In
fact, 1 have not been aware, nor has
any material been placed before the
House to show that any application from
the small-scale industries has been re-
jected for no valid reasons,

The Reserve Bank of India was also
aware of this position. They havg over-
all control. But in spile of that, the
Reserve Bank of India itself has at no
time objected to the mode of dealing
with cash or giving advances by the com-
mercial banks. Therefore, it was under-
stood explicitly or impliedly that what-
ever the commercial banks were doing
in this regard was perfectly correct and
there was no question of any applica-
tions from the small-scale industries not
::;;:1; been favoured by the commercial

8.

The third complaint is that the resour-
ces have been used in a monopolistic
manner, If we see the balance-sheets
of leading banks, the total advances
made by them amount to Rs. 1480
crores, out of which the directors have
taken only Rs, 149 crores, which is
hardly 10 per cent of the total advunces
made, I do not know by what stretch
of imagination it can be said that the
directors have monopolised the concerns,
I do not know by what stretch of im-
agination such an allegation is levelled
and such criticism is made against the
directors; it is based only on surmise and
is really not based on facts,
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In fact, the loan applications by the
direaiors are scrutinised by the Reserve
Bank and it is only after their scrutiny
and with their permission, the loans arc
given to the directors. Is there anythiag
on record before the House to show
that the directors were given any
such loans against the orders of the Re-
serve Bank 7 There is no such thing.
Further, I would submit that the Re-
serve Bank itself has not in any way
criticised the policy of working of the
commercial banks, Therefore, it 1is
natural to assume that working of the
commercial banks was on the right
lines.

There is also mo material on record
to show that there is any concentration
of economic power. Shri Morarji
Desai himself has clearly said in para
2 of his statement that what the banks
have done was correct because Govern-
ment issued the licences and the parties
had started the factories, and at that

. stage to deny them of the capital was

something sinning, and, therefore the
commercial banks were perfectly justi-
fied in advancing loans to these big per-
sons so that the amount invested by
them may not be wasted especially
in view of the need for greater produc-
tivity. That is what the Finance Minis-
ter himself has admitted in his statement.
If there has been concentration of eco-
nomic power, it is due to the mistake
of the Government in having given
licences to one party or to a few parties
only. The mistake lies with Govern-
ment and not with t¢he banks.

'I‘hercfore, none of the arguments ad-
vanced in favour of this Bill is valid;
in fact, all these arguments are imagi-
nary. There is absolutely no foundation
in them, and, therefore, the Bill has no
basis and hence it should be thrown out.

Now, what is at the back of this legis-
lation? If hon, Members of the House
will read the Congress election mani-
festo, they will find that the Congress
is afraid that the concentration of eco-
nomic power will b-ing about the down-
fall of the Congress Government be-
cause they feel whoever has the econo-
mic power will rule the country. That
is what has been clearly stated. T have
got the quotation here with me but 1
do not want to take up the time of the
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House by reading it out. What is pass-
ing in the minds of the Congress peo-
ple, the fear that is gripping them is that
if there is concentration of economic
power, there is a possibility of the Con-
gress Government coming down, and,
therefore, they want to sateguard their
position, and that is why this Bill is
being sponsored here.

My submission is that that is not the
way to look at the matter, Somehow,
Government want politicians to enter
into every field and they want to make
provisions for every Congressman in
some form or the other. Ewin in this
Bill there are some places created which
are intended probably for the politicians
who fail at the elections and who have
no other source; perhaps, those people
are going ¢o be put in those places. Of
course, it might be the Congress Gov-
emment in power today, and tomorrow
it might be some other Government.
But I would submit that to make these
commercial banks bureaucratised and
politically minded and influcnced by
politicians is something which is most
annoying, and we should not be parties
to it

Now they want to have control over
bank funds with the result that they will
have full control over the elcctorate, full
control over the industrialists so that
their power will be absolutely safe and
they cannot be dislodged. This is the
idea behind this Bill.

In conclusion, I would only say this.
After all, they have nationalised so
many things. They have put their hands
into various things. ‘They have entered
the field of even cultural activities, The
preparation of text-books has become
a nationalised affairs. I would only
caution my Congress friends and the
sponsor of this Bill and quote the
Hindi saying :

ST AT 9% HeaA &, agiaTEr”

Wherever you have put your feet in,
it is completely smashed. So please
take care. If you want to do it, do it.
But it will be at the risk, and to the
ruin, of the country.,

sft ww agreT (arEAv) : SureE
HErET, W 48 ¥ fF 97 9¢ amnfas
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fdaor sty w0 & avaem & oY fadaw
TATX AT AT §, SERY aravEa
[T 9€r 1 et WX O qwar AAAT
qgeq F Famr fr &6 & fgns o
fasad Y wEd, ATwa | ag fawraw
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qTgAz §51 7 £7 & fqw 300 FOT
&77 e | Affq 97 |® T aiwd ]
i, &Y a=rg 9wz @y af | wride day
& qm fegema & 109 wew W
AR & $09 3500 FOT &IF 997 §,
frr & & a9 300 FO¥ 39q
s sfacfed @ § sk ¥
o TR, @A HRWK AWK
N I TN #fad ad g
faq w1 g over fram, wew feam,
FRE TN FFaT Mg AN I
7% faar § 1 ¥ & qER Ag aiel
Atz § f §97 grer fraa ot wgor e
mar §, 39 %1 g% Sfwa o i & faw
@ famrmr g @A R
Y o 7 $fw A wow A A
o gFaT 31 gURR AW F AT ER
IarT 3, agFrdr 3 §, ge-or oot
§ o gart A Awary gNfaae TG
&0 ¥ STHrT A & fag Menaifess
TAT FT LT ATAT A, IT N
5 U a; VA §

A qf awy AT G Y T3
g & fF g7 a0 A ¥qw H
AAGA & qg¥ arc 3w Arawfa
RN § AT ACE AT R, IqH AW
w1 18 Aff & | I wgy e T
I a¥ T} AFIAIEE &1 Adq K]
AT ag F &5 ¥ ITer qav faaw ;
IR AR B A T AfeT Az @
fasgar 3t Tw & | arEafawar @
§ fr g & AT ¥ aMefoeew
% agda Td fae &7 o, Wi @



3465 Banking Laws

(=t o Amgrer]
T dAR N asadt | dF XA @
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T A ATEATeET $AE F A
AT T FEX ] fF ATt T AN WEA
o T }, & FrEEATAT A T §,
& W fear wmd ) e T e
¥ 9% grAT %7 F 9F ) awq A
g, aY TR wgEw g W wwy
® | AT AN H AAITAIS TG &7 Ay
L1l

AT @ TE, gAre qw & faww |
A gefry sraqe gart §, Ewr wTA
ff 735 81 B1-BR Feal AR RO
W F FOT T T F7 G370 T2 FT
R §7 =€, Foaw A AEE Y
@ wgd § 9@ a¥ qofigfaat # Gav
R § 97 F v g9 § day
§ | 7 AT HY AT WET FT TG AT
TEA § 1 AW WG, Y, A Er€ A
TAEEN FTCF BT AT &, Fgt I
T X T A% § T Qi wO¥
®I3 T FAC § | Ffoq SO A & I
WET & FAW YT A F e g9
AT Y991 T 4T § AT T
@ T FOT TI77 FoGAT, a3qE a1
ety wgd § w9 My | W
FQOE 00T WyT &1 frre-frery w3 &
&7 9W THEET 0 § A1 IF F g
¥ 3 gafad) # aur ¥} F1 AR
FQ@ &1 38 T § o 2w & fawre
WA wEqER g & A AT
L il |

© A5 A AFATE, w2, F} W
WE ey & §, sraew frm g
WwAfaamerar &, 9 ¥ oz @
QT 398 W w9 § dw AN, faw
¥ BN g7 § | XF AFAww A
RN F) qoE ¥ fd @ g
iy A, Sfram 7 sravas 9e 3
Wt T IF1 ¥ w17 qEaAiw fpn @ o
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37 7 Agaww fear 8, faw & wrow
I el Y A W F

w feafr & 2w & an=r &7 18
WEET T § 5 o7 d ¥ www W
TS J 1 Tfgq | W ag IE
5w fear omd | gt femiw
fafrex aEy ¥ g fawgw ¥ @@ art
ot s FfAgagr1 T 1AW
¥ =T oA E ) wgr wrer & e oaw
QAT AN F FS eqqT w@ & b
fred 2P RO A § ¥ 37
F1 E$H TFAT 2T gy, A 9V fw
IT T HIT AT AATAT & SR
TRFHE | Wt aad smar
¥t o awdt § 5 ag I8 & wdwor
T AT TFEN

¥frr 497 9T A avnfas fadaor
arror foear ot T 8, @y o v Y
wd! w fiEd §s§auae
wfFai ff, frA N Fx T FC @
o & #1 97 frgao s awarar | e
tiR e fad i fNigma § &
% &7 g OB A A FEd w,
afs fead &5 wiw a¢ av s =t
a7 agRfag craifaw oy 7§ FW@ §,
forg ¥ TR waaw ) qw
g 7@ & f5 e A & WR
R IR AT T A
§ 1 o el T YW zA @
memﬁﬂ'mﬁ, ﬂpfﬁ?" T aTte
AR FT qFAT §, WA F oA R,
A1 WO AN & qFAT §, WA aq
wwar § 1 A6 I8 ®1 a9 7 o ag
AU Y o & 1 g AT WY Food
&% & qre ferwd Wit afer § st aa a
1§ frgaor a8 Y amr )

foad 5 7 7g amdw fear fis oftar
N FAwE Feat, G¥ e afk
9T, §47 AT 7 foqr oad 1 &% awy
ot & Fad § fv gw ¥ Wt Azw
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T dar Jur fear §, @R ARl §
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A% O T 9T, I T 9T, AW
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& yeo Y W gFaT, M AL
o6 | 78 frema &9 & &% it

MR.
Umanath.

SHRI V. KRISHNAMURTHI
(Cuddalore) : Why are you departing
from the procedure? Why should you
call a speaker from the Swatantra
Party 7 I am not objecting to Mr., Uma-
nath speaking now. But this should
not be repeated.

DEPUTY-SPEAKER : Mr.

MR. DEPUTY-SPEAKER : I shall
call you. The CPI has yet to give the
namec.

SHRI UMANATH (Pudokkottai) :
1 rise to oppose this Bill. If there is
any priority for scrapping any Bill, it
should be given to scrap this enlire
Bill. My opposition does not stem
from the reasons which my Swatantra
friends put forward. The Swatantra's
opposition has come out of an allergy.
The moment they hear the word ‘res-
triction’, they oppose it, not because
they are opposed to the content of the
Bill. This Bill is a fraud on the
people who demand nationalisation
which has come up from the entire
country and from all the cormers of
this House. The Congress has been
indulging in various frauds. But the
difference between the past fraud and
the present fraud is that this is a
sophisticated fraud while in the past
they were conventional frauds. This
fraud can be exposed only after serious
study on the contents of this Bill.

The demand for nationalisation arose
out of two reasons: to break the grip
of finance capital over bank capital and
to enable the Government to take over
the entire capital for really serving the
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needs of small industrialists and ordinary
peasents and for advancing the cause of
common people. Does this Bill which
comes under the social control touch
any of these two aspects? Absolutely
not. Even if this Bill were to become
an Act, the grip of finance capital over
the banking industry will remain tact.
Not only that.., On the other hand this
Bill seeks to give them a new grip which
they did not have so far—a grip over
the trade union movement, power to sup-
press the trade union movement so that
the demands of the trade unions might
be defeated and to save some lakhs of
rupees by suppressing the trade union
movement. Government would have us
believe that the aim of the Bill is to
give direction about the utilisation of the
banking capital. We want the direction
to change so that it can help our country
and our people. But has it changed 7
If so, how ? I shall give you one ins-
tance. They say that this Bill would
help create employment opportunities;
they want us to believe as though they
are concerned about the employment of
thousands of millions of people. I want
to tell this House that it is this Govern-
ment which rendered 14,000 employees
surplus by allowing electronic computers
to be installed in the oil industry where
foreigners have their control and this
was done even when Prime Minister
Nehru was alive.

17 HRs,

Here is a Government which has
introduced such devices in.the railways,
thereby blocking the promotional ave-
nues of thousands of employees. Here
is a Government which has permitted
the introduction of electronic computers
in the Reserve Bank, which resulted in
huge demonstrations in Bombay. By
reducing the employment potential in all
these industries, they have sacrificed the
interests of millions of high school and
college students so far as their future
employment is concerned. This Govern-
ment does not shy away from sacrificing
the interests of thousands of our engi-
neers so that the interests of the foreign
investors may be safeguarded. Now
they want us to believe that by this Bill
they want to create more employment
opportinitics 7 Whom are you trying to
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bulletin itself entitled Trends and Pro-

deceive 7 You cannot deceive even the £7€ss of Banmking in India, 1966—page

gullible people in this year of 1968,

They say, the big businessmen who
are Directors are utilising their positions
to secure loans from these banks for
their own industries and after the passing
of this Bill, they cannot do so, as if the
big businessmen are such innocent

people that they can be prevented from:

doing it by this Bill] Tata may not be
able to take loan from their banks for
their own industry, but Tata will tell
Birla, “I will give you loan from my
bank for your factory. You will give
me loan from your bank for my fac-
tory”. They -have already decided what
to do after this Bill is passed.

What is the real aim of this Bill ? I

agree with the Deputy Prime Minister.

when he said that the aim is to make
the banking system “function as an
effective vehicle for the implementation
of the monetary and credit policy of the
Reserve Bank”. 1 agree that it is so.
But ‘what is the monetary and credit
policy of the Reserve Bank ? Has that
policy helped, let alone small industries,
even small banks to survive against the
onslaught of bigger banks ? No. Accord-
ing to official figures, in the period 1960
—1966, because the small banks could
not face the competition from big banks,
195 mergers took place, of which 45
were compulsory mergers. There may
be one or two cases of fraud, but the
fact is that ‘the policy adopted by the
Reserve Bank could not help the small
banks to withstand the onslaught of
bigger banks. In 1966, the share of 13
banks in the credit given by the Reserve
Bank is 73.6 per cent. The share of
foreign banks is 12.7 per cent. So, the
share of these 13 banks plus foreign
banks comes to 86.3 per cent. What
about share of bank deposits ? Accord-
ing to Government'’s statistics, the depo-
sits of the scheduled banks are Rs.
3783 crores and that of the non-schedul-
ed banks is only Rs. 25 crores. The
same thing may be turned against me by
saying that it is because of this concen-
tration and growth of monopoly in the
banking findustry that we want to give
more powers to the Reserve Bank now.
But let mg quote from the Reserve Bank

18:

“During the past several years the
Reserve Bank has taken a number of
steps to strengthen the commercial
banking system including reconstruction
of weaker units and exercise of more
effective control and supervision over
the working of the banks so as to em-
sure soundness of their operation.

The process of ‘strengthening, comso-
lidating and re-orientating the banking
system in accordance with the needs of
time is a continuous one.”

All these are the results of the ope-
ration consciously adopted by the Re-
serve Bank. I say this becausp when
Mr. Morarji Desai said that the purpose
of this Bill is to see that the banking
system functions effectively in accor-
dance with the monetary and credit
policy of the Reserve Bank, the policy
of the Reserve Bank has been to develop
more and more monopoly in the banking
system and this Bill will further streng-
then it and not weaken it.

I now come to the question of sup-
pression of trade union rights, It is a
package deal, part and parcel of it. The
other day when I put the question to the
Deputy Prime Minister, “Because the
entire banking employees have gone on
strike throughout the country, will you
consider negotiating with them about this
matter 7', he cryptly said, “Legislations
are not meant for negotiations”. What
a fine answer ! But I say, when the
existing rights of the employees are
touched upon whether by legislation or
by executive order or by the mill-owners
or by big businessmen, the employees
are entitted to have a say before
their head is cut off. It is not a ques-
tion of the employees demanding new
rights, We have been enjoying these
rights to stage demonstrations, etc., all
along. They have not been bestowed
upon us by the bank-owners or by
Government. They were won by the
employees as a result of struggle
throughout the country for so many
years, in which so many employees were
dismissed and they sacrificed their jobs
and other things. When such an impor-
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tant right is touched upon by legilation,
I am entitled to be consulted by the
‘Government, be it State Government or
Central Government or the banking
bosses. But this Government refuses to
accept this.

This provision suppressing trade
union rights is a violation of the sacred
assurances given on the floor of the
House. During the past 20 years, re-
peatedly, the Labour Minister has been
assuring the House that if any legisla-
tion is to be introduced touching upon
the rights and obligations of labour, it
will be first referred to and discussed in
the Indian Labour Conference, then in
‘the Standing Labour Committee and if
there is unanimity, only then it will be
brought here. We know that so many
legislations have been vetoed by the em-
ployers in the Indian Labour Conference
and the Standing Labour Committee.
But here is a Bill which seeks to sup-
press the existing rights of the employees,
which has not been referred either
to the IL Indian Labour Conference
which has been brought here and Gov-
ernment is not even prepared to nego-
tiate with the employees’ representa-
tives.

The Reserve Bank organised a seminar
of Chief Executives of commercial
banks in January 1965 where this ques-
tion of labour relations and management
relations in the banking industry was
specifically discussed. They appointed
two professors to study the question and
to make recommendations. That study is
already being taken up at the instance
of the Reserve Bank. Without knowing
what their recommendations are going
to be, where is the necessity for the
Finance Minister to rush in ¢o touch
upon our rights ? This social control is
a bogus thing. All this talk of restric-
tion, etc., is a fraud. It is meant mere
to strengthen their grip and to suppress
the rights of employecs. In the name
of social control, Government seeks to
bring in bankers' control of the trade
unions and of the employees’ rights. Let
me assure the Government, if this Gov-
ernment goes headlong in a blind way
with this Bill and passes it by using its
majority, it will be definitely opposed by
the banking employces. They will not
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take it lying low; not only the empio-
yees in the banking industry but the em-
ployees in all other major industries will
unite and even if this epactment is
passed by this Parliament they will see
to it that it is broken outside, in the
streets of the country.

SHRI BEDABRATA BARUA (Kalia-
bor) : Mr. Deputy-Speaker, Sir, I very
much hope and I do believe that
this measure is not a sophisticated fraud,
as suggested by Shri Umanath. I do
believe that today when the banking
institution of the country is being partly
brcught under control, the entire finan-
cial institutions are particularly brought
under a certain amount of control by
society, that is, legislatively speaking and
when the LIC has come into public
hands and the State Bank and the Re-
serve Bank have functioned in that man-
ner, we should certainly expect more
and more social control and the main
principles of social dynamics demand
that such a progress in that direction
would take place. I would immediately
concede, however, that the type of con-
trol that we have envisaged so far and
the control that was expected by the
Reserve Bank has not come up
to the mark and, certainly, so far
as the credit and investment policy
of the Government is concerned,
they still continue to serve big busi-
ness demands, because, our system,
in spite of certain progress towards social
or governmental control, has not led to
the type of effective control over the
credit institutions that we wanted. Fur-
ther, the objective of the Bill itself leaves
something much to be desired. But, at
the same time, the re-constitution of
the Board of Directors and filling up of
the Board of Directors with people who
are experts and people who are in agri-
culture and other fields would certainly
be considered a progress. Also, the ap-
pointment of the Chairman would be
less under the control of big business, at
Jeast it is expected so, and that certainly
would be a progress in the right direc-
tion.

At the same time, the question has
also been raised on behalf of the banks
of the right of banks to continue
to trade ay they are. I think this right
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of the private banks to trade as
they are, that is completely blasted; it
is something that cannot be justified on
the basis of the demand of the present
day society, it cannot be justified on the
basis of the objectives of social welfare
on which we have based our economy
and it cannot also be justified because
to control banks means to control the
credit institutions of the country which
have all along been utilising the savings
of the common man for the benefit, for
the expansion and aggrandisement of the
interests of the big business that come
under the banking institutions of the
country.

So far as the failure of the banking
system is concerned, that is so well-
known, and the failure to support agri-
culture is almost a criminal failure.
Because, the present day society de-
mands that we will be self-sufficient in
food, demands and insists that 40 per
cent of our national output is still from
agriculture, understands that agriculture
requires credit, help, assistance, fertili-
zers and water, and with® all this under-
standing we must see that the national
credit that is created, the money that is
invested in banks, that is given as loans
to the agriculturists. If it is not being
done, then certainly there is something
very seriously wrong with the banking
system and something should be done
to rectify it.

In this matter, the private banks have
never gone to the countryside, will not go
to the countryside and cannot go to the
countryside because there is a certain in-
herent contradiction in the banking
system and it camnot create that type
of confidence in the people which it
should. The common man’s saviogs
which is put or invested in the bank,
when it is to be given as a loan to the
common man, the banking system wants
to have the backing of the government,
of the State, of the supreme financial
institutions of the country so that it can
sustain that type of agriculture, that type
of agricultural progress. For all these
things one has to think of a certain
control, beyond social control. One can
peal an onion leaf by leaf but one can-
not kill a tiger paw by paw. So, when
the banking system designed «to serve
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the purpose of bigger and bigser esta-
blishments, certain business houses of the
country, when you want this banking
system to serve the interests of the com-
mon man, merely putting a full stop or
a comma here and there will not serve
the purpose. It would be necessary,
therefore, to take over the entire bank-
ing system. As the Finance Minister
has stated, the objective of social control
is to see that these credit institutions
serve the needs of society and, if they
do fail, as the Finance Minister has
stated, they would be nationalised, they
would be taken over. Now, if we take
the case of any line, whether it is export-
import line or supplying the credit needs
of the agriculturists, these credit insti-
tutions have not served the interests of
the people. But I do believe that they
should be given some more time. After
some time has been given to them, if
they still fail to serve the purposes which
we have in view, then they will have to
be placed under more firm control of
the public,

This would also enable the public
sector to have more control over the in.
vestment and mop up the savings in the
countryside which only a nationalised
credit institution can do by creating con-
fidence in the public and those savings
can be utilised for further expansion of
government's_public enterprises in alt
spheres and make available to the agri-
culturists all those implements and other
things the lack of which has been the
main reason for our lack of progress in
agriculture. Also, once we have the cre-
dit institutions in our hands, in the hands
of the public, it would help to put the
entirc cconomy in a different lme and
the direction of social progress would be
completely changed.

In view of all that, in view of the
necessity to change the direction of
society, to change the direction of in-
vestment, to create a new climats of
confidence in the agriculturist to advance
the cause of agriculture, to bring credit
under the control of the public to dimi-
nish and, if possible, remove the con-
centration of economic power in a few
hands, it i3 necessary and it is essential
that the banking institutions are nationa-
lised. But, in the mean time, I do be-
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lieve that those measurés as are pro-
posed in this Bill should be given a fair
trial.

SHRI V. KRISHNAMOORTHI
(Cuddalore) : Mr. Deputy-Speaker, we
are very much disappointed with this Bill
which seeks to impose social control over
the banking industry. We had expect-
cd a Bill which would seek to nationalise
the entire banking system. Everybody
in the country thought that the Finance
Minister will introduce a Bill to nationa.
lise the entire banking industry but we
now know that it is only an eye-wash.

A banking institution in the economy
of our nation is more or less like a heart
- in the human body. If the heart does
not function properly, the whole system
of the human being collapses, If it
pumps more blood into the body, there
is blood pressure; if it does not pump
at all or pumps insufficient blood, there
is the other disease. The malady is
that a vital institution; like the banking
industry, an essential service is still to
be nationalised in this country.

Everybody is accusing thap there is
inflation in the country. The Swatantra
Party says that there is inflation; my
Congress friends say that there is infla-
tion and our Finance Minister says that
there is inflation. Who is responsible
for the inflationary trend in this country ?
The total money supply as well as the
velocity of circulation, both contribute
to the rise in prices in this country. The
cheques, the drafts, of the scheduled
banks are far superior to the money
issued by the Reserve Bank of India.
That is why this institution, the commer-
cial scheduled banks, the entire banking
industry should be brought under the
control of Government. The share-
holders are the people and the share-
holders’ money should be protected by
the elected representatives of the pople.
That is why I demand that the whole
banking system should be nationalised.

For the past 20 years have they arres-
ted the inflationary trend ? No: in fact,
they have contributed to the inflationary
trend. How do they advance monmey ?
How do they give credit to institutions ?
The big business people, who are con-
trolling banks, give momey to big busi.
ness and not to small industry. In the
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Indian economy agriculture contributes
about 47 per cent of the national income.
What is the contribution of the schedul-
ed banks in this regard ? Even though
the contribution of our agriculture to the
national income is 47 per cent, how
much have the scheduled bonks advanc-
ed to the agricultural sector during
March 1966 out of Rs. 2,346 crores that
they advanced ?° They advanced for in-
dustry Rs. 1,510 crores, 64 per cent;
Rs. 573 crores or 24 per cent to com-
merce; Rs. 78 crores to financial in-
terests; Rs. 108 crores as personal loans;
Rs. 13 crores to professions and occu-
pations and only Rs. 5 crores, that is,
.2 per cent to the agricultural sector.

Have they played an important role
for the development of our country and
of our economy ? Are we to allow
banking institutions to flourish like this
when the Indian economy is based on
agricultural production ? Only now they
are saying that they are going to advance
for agricultural operations and that they
are going to open branches in villages.
They always prefer cities and quasi-
cities, They have not opened any bank-
ing institution in the rural sector. In
our country which consists of several
lakhs of villages, is there any banking
facility for the agriculturists? Even to-
day the agriculturists is paying 26 per
cent or 36 per cent interest. Why is the
non-banking institution growing up? It
is about 30 per cent now. Who is finan-
cing the non-banking system ? It is be-
ing financed indirectly by the scheduled
banks. If I want g loan of Rs, 1 lakh
from a scheduled bank and I give about
3 per cent commission for holding, I get
it immediately. If I can give 3% per
cent, I can get Rs. 5 lakhs. T get Rs. 5
lakhs at the rate of 6 or 7 per cent and
if I put it in the miarket in the form of
direct loan, I get 25 per, cent to 36 cent.
This is how the shareholders’ money is
being misused.

I was told that the hon. Finance
Minister, when he was going to Japan,
carried the huge bundle, the report pre-
pared by the Special Officer and he is
alleged to have discussed that in Japan,
T thought that he would place that report
before this House, but we were not at
all given 'that opportumity. Why ?
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Today when the bank employees are
agitating that clause 36AA as well as
clause 54 are against the trade wunion
interests, he says that legislation is not
meant for negotiation. I would like to
ask the Finance Minister—he is not here
—whether both Shri Hathi, the Union
Labour Minister, and Shri Morarji Desai,
the Finance Minister, have not mey the
Indian Bankers’ Association in Bombay
in September 1967, even before the in-
troduction of this Bill and what for. It
is because they wanted their conseng be-
fore introducing this Bill here. Shri
Morarji Desai is subserving the interest
of the capitalists and the big business
people; otherwise, why should they do
it. If he wants to bring a Bill, et him
do so. Can he deny it ? Can the Labour
Minister deny it ? Have they not given
any representation 7 The Finance Minis-
ter as well as the Labour Minister want-
ed to compromise; they wanted their
agreement. They said, “we are going to
bring a Bill for social control of bank-
ing, only to impose certain restrictions;
you. kindly have it” and the Indian
Bankers' Association in return said,
“All right; we will agree to that” because
in the Bill there is nothing against them.
As Shri Umanath pointed out, Tata can
get it from Birla and Birla can get it
from Tata.

Our friend, Kamalnayan Bajaj, was
the Chairman of the Punjab National
Bank, According to this Bill, the Chair-
man should be a paid employee and he
should not be a man having shares and
other things. He has resigned and his
General Manager has been promoted as
Chairman, Who is the General Manager
of the Punjab National Bank 7 It is the
man who was appointed by Shri
Kamahayan Bajaj. Will he not sub-
serve the interests of Shri Kamalnayan
Bajaj? Will not the Chairman now
subserve the interests of the Directors ?
It is in the Bill that the Directors should
not be given the loan. Is there not any
provision in the Reserve Bank of India
Act that the Directors are not to be
given any loan? It is a total failure of
the Reserve Bank of India Act in the
implementation of the various provisions
which are in existence. It is, only to
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cheat the people here and the whole
country that this Bill has been brought
before this House.

1 would like to demand from this
Ministry that instead of referring it to
the Select Committee they can withdraw
the Bill and bring a new Bill so that the
entire banking system can be nationalis-
ed. It is given in the Bill that about
Rs. 100 crores is required for nationali-
sing about 79 banks. It is only Rs. 100
crores. 15 years of planning have failed
because of inflation. Planning has not
reached the poor villages because of the
inflationary trend created by the banking
system. As it is, the whole First Plan,
Second Plan and Third Plan have failed. -
Why not give Rs. 100 crores more ?
When we are giving so many crores of
rupees in the form of taxation, we are
prepared to give another Rs. 100 crores
to nationalise the whole banking system.
Unless the banking system is nationalis-
ed, there is no end at all. Professor
V. K. R. V. Rao, who is supposed to be
the best economist in the country, knows
this better, bug his views cannot prevail
in the Cabinet because even though he is
a member of the Cabinet he has to sub-
serve the interests of Morarjibhai and of
the capitalists. But unless and until the
whole banking system is nationalised
there is no other way.

1 do not know why this Bill has been
introduced. Who demanded it? The
Government puts one step forward and
two steps backward. Clause 36AA as
well as clause 54 are illogical, outmoded
and unfortunate. Who wanted this
Bill? Is not the existing Criminal Pro-
cedure Code as well as Indian Penal
Code sufficient to deter the employees
from making any shouts and other things
very near the premises? The existing
law is sufficient. Why have then this
controversial provision? It is like
another Gold Control Order which has
been brought about by Shri Morarji
Desai. He is a man always interested
in controversies and this is another con-
troversy. Is it so required ?

With these words, I demand that this
Bill be withdrawn and that a fresh Bill
nationalising the whole banking system
should be brought forward by the
Government.
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“The resources of the banking sys-
tem need to be distributed equitably
and purposefully in conformity with
the developmental requirements so
that priority sectors may receive their
due share and particular clients or
groups of clients are not favoured in
the matter of distribution of credit.”,
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fom wfmai & fad, fomr wfed &
fad s et sgIET ST &, 9
sfwdi o 9w anfeai Q@ &9
¥ oy w€¢ % qU Wi AW Iaq,
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Fg afafa ¥t @ % faw 9T
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“The Bill does not specify how the
main difficulty in the way of finamc-
ing agriculture and small scale indus-
try is to be overcome. Farmers or
small-scale industrialists cannot give
any acceptable security or guarantee
for loans and advances. True, if the
present mode of equating repaying
capcity with saleable security is re-
placed by the calculus which measures
repaying capacity in terms of the
productive competence of the bor-
rower, matters would become easier.
But the efficacy of the latter pro-
cess in Indian conditions is yet to be
tried and the Government has mnot
come forward to shoulder a major
portion of this financing. Thus the
Bill will fail to achieve the end for
which it is being introduced”.

SHRI AMRIT NAHATA: But how

will it succeed ?
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SHR1 HIMATSINGKA (Godda): 1
have heard the speeches of thc hon.
Members who spoke before me and 1
find that there is a good deal of mis-
understanding in the minds of some
who spoke. An hon. member said that
the LIC had so much money and it was
misusing that money by giving it to big
business. LIC is a nationalised institu-
tion. In the same breath he wanted the
banks to be nationalised. If nationa-
lised institutions like the State Bank of
India and the LIC and other bodies
have not becn able to remove the defects
which were intended to be removed by
the present Bill, how are we going to
support nationalisation? As Shri Vaj-
payee mentioned, the Reserve Bank has
ample powers and it can give all kinds
of directions necessary for sateguard-
ing investments. They can say whom
to give, on what security to give and
at what rate of interest and what maxi-
mum amount could be given on a par-
ticular commodity and what margin
should be kept. They can give all
kinds of directions for the proper func-
tioning of banks; they can inspect the
accounts any time without notice,
direct that advance should not be given
to particular firm or house or on a par-
ticular commodity. If those powers
were used properly, the purpose of this

CHAITRA 6, 1890 (SAKA)

Laws (Amde,) Bill 3508

Bill could be achieved. Nationalisation
by itself could not cure the disease. If
you expect a doctor to go and argue a
case, he will fail, If you ask a lawyer
to go and treat a patient, the patient
will die. The banks functioning in big
towns are commercial banks; they are
not intended to go to the villages 1o
advance money to agriculturists. State
Bank controls: more than thirty per
cent of the deposits. There are Rs.
700 crores in post office savings bank.
The nationalised institutions have 33
per cent of the total deposits. The
advances are being utilised for helping
industry and commerce in accordance
with the plan. As a matter of fact,
the Reserve Bank has power and
authority to give directions. To accuse
commercial banks that they had not
helped agriculture is not looking at
them in their proper perspective. No
branch can be opened by any bank un-
less it is sanctioned by the Reserve
Bank. The agricultural sector was to
have been helped by the co-operative
banks. The whole trouble has arisen
hecause in a number .of places the co-
operative banks are not functioning
properly. They should be strengthened.
At present the banks advance money
to small scale industries und even agri-
culture if you consider tea or coffee. But
if we are thinking of advancing money
to small agriculturists in village having
five or six acres of land and cultivating
paddy or some other crop, it has not
been done and it is not possible to he
done by the present banks because of
the way the banks had heen constituted
at present. The money is held by the
banks in deposit as a trust on account
of the confidence that the directors had
created in the minds of the depositors.
If money is advanced to parties who
are not credit-worthy, it will not be
realised and deposits will not come.
Government will have to think of some
method, say, of giving some sort of
guarantee for the advances to cultiva-
tors. The factors that are taken into
consideration by the banks while ad-
vancing money are known. The Gov-
ernment gives a guarantee to deposits to
the extent of Rs, 1500. Similarly, if
the Government gives some kind of a
guarantee for advances to small farm-
ers, il'l the villages the difficulty of the
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[Shri Himatsingka]
banks can be minimised to a large ex-
tent, I feel there is a good deal of
confusion in the minds of those who
have spoken. We have been criticising
a large number of public undertakings
because they are not being properly
managed. They cannot be properly
managed unless you put proper person-
nel there and they are given a certain
amount of power and freedom to act.
That is not being given, The State Bank

controls more than one-third of
the deposits. The complaint is that
the banks have advanced large

sums to companies controlled by Direc-
tors. That is not correct. The advances
made by scheduled banks in the hands
of private  parties—non-nationalised
banks—to companies, firms, etc., con-
trolled by the Directors is only 11 per
cent of the total advances, whereas the
advances made by the S$tate Bank to
companies in which the Directors are
interested amount to 26 per cent. There-

fore, the advances made by non-
nationalised banks to companies con-
trolled by Directors is much less. In

fact, at present the law provides that
no advances arc to be made to firms in
which the Directors are interested.
which are not secured. Secured loans
can be given, I do not see what objec-
tion there possibly can be to that, But
the Bill provides that such advances
should not be made. 1 feel that is not
the correct approach. The Directors
koow the position of the persons who
are seeking accommodation from the
banks. Not a single case has been
brought to our notice where any ad-
vance made to companies controlled
by Directors has failed. Therefore, to
accuse the Directors that they have
taken more advantage of their powers
is not correct. We should not be guid-
ed by our prejudices, but we should
try to judge things in their correct pers-
pective.

I feel the present powers in the
hands of the Reserve Bank are quite
sufficient to meet the purposes which
the present Bill wants to serve. If you
want to make it easy for loans to be
given to the farmers, some other
method should be found by strengthen-
ing cooperative banks or giving some
guarantee by the Government. 1 hope
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the Select Committee will go into it and
make suitable recommendations.

SHRI SRINIBAS MISRA (Cuttack):
Madam, this Bill is intended to meet a
certain consensus of opinion which has
been created in the country that the
money which comes from the pockets
of millions of people and lying with the
Banks is not being properly utilised for
the benefit of the country. In every
sector there was a feeling that this
money should be utilised for the coun-
try's benefit and to help the small indus-
tries and agriculturists, So, the Gov-
ernment tried to bring this-Bill. That
is, what I gather from the statement
of objects and reasons. If one goes
into the provisions with great hope, one
is disappointed. According to Mr.
Singh, it is not a step in advance; it
cannot be compared to one step of the
Haryana bull, but only with the step
of an unwilling mule, which has lifted
his hind leg to kick. It has given a
kick to the workers inside the Banks.
If we scrutinise the clauses, we find that
they will not serve the objects for
which the Bill has been brought.

The total money with the people at
the end of 1967-68 is Rs. 5100 crores.
Out of that about 73 per cent lies
deposited in scheduled banks, Out of
that, they have given a credit of about
53 per cent. That shows that this 53
per cent plus the 20 per cent that is
still there is used for purposes which
are not for the benefit of the country.
This Bill is some recognition of the
principle that the State, the Govern-
ment and the people can have some
control over the use of the savings of
the people, but will the purpose be
served by this Bill ?

This Bill seeks to attain 4 objectives.
It seeks to impose a certain control over
the directors. Clause 10(a) provides
various qualifications like having special
knowledge or practical experience of
accountancy. Is it expected that our
farmers and ordinary people who de-
posited their money will have this
special knowledge? Who will prescribe
the measure of speciality required? Then
it says “banking, cooperation, econo-
mics, finance, law" ete, who is going to
be qualified for being clected or sefect-
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ed ‘or i as directors? Is it
the common man? Indirectly the big
busines: people will push in their own
people on the strength of their money
and shares. The qualifications pres-
cribed are not for the common man, but
to bring back big business through the
back-door, There is such a thing as
benami in this country, which is recog-

nised. It may not be his son or wife,
but it may be his men.
There is a provision that if the

Reserve Bank is satisfied that a certain
drector is not qualified enough, it can
change him and appoint another. Will
not that amount to violation of the
rights of shareholders to choose their
own directors? If in a certain com-
pany, the requisite number of qualified
men in accountancy, book-keeping, etc.,
are not available, the Reserve Bank will
impose other directors on that bank. So,
this is only a subterfuge to deceive the
people, because there is a cry for
nationalisation and social control. But
is this social control or Reserve Bank
control only ?

SHRI RANDHIR SINGH : Ar: you
in favour of nationalisation or against
it 7

SHRI SRINIBAS MISRA: I am in
favour of full nationalisation. I am
coming to that.

The hon. Member, Shri Barua, gave
a very good analogy of onlon peeling
and killing a tiger paw by paw. But,
unfortunately, he did not tell this
House whether banking business is a
tiger or simply an onion. If i:is a
tiger. it has to be killed at once; it
must be nationaliced at once. But if
it is not a tiger, then this is only one
peel of the onion that the Finance
Minister has given us; there are still
hundreds of peels below.

There is another question of control
by the appontment of the Chairman.
The Chairman has to be appointed and
that Chairman must be an expert in
banking. Who will be qualffied for
being appointed as Chairman if not big
business people, if mot the present
bankers, present businessmen who are
conlrolling the banks? So, there also

there is nothing very social and any-
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thing like contrql gimén.uto the public.
Such persons who. are there now, they
will"become wholestimers and they will
take some money or some percentage
out of the banking business.

Then comes that odd, perhaps un-
necessary, irrelevant and unconstitu-
tional clause, 36A(d). Was it perhaps
expected that this clause 36A(d) some-
how will not be read by the affected
people ? Because, in the Statement of
Objects and Reasons this is not there.
The Statement of Objects and Reasons
does not state that il is also expected
that the agitators inside the bank or
those who are obstructing, they will be
restricted in their action. Somehow,
this 36A(d) has been added, though it

has far-reach'ng consequences. The
Finance Minister cannot expect that
making one action illegal by 100
statutes will restrict that action. If one

crime is made punishable in one million
statutes, still that crime will not vanish.

So, what is it that has been tried to
be done here by this Bill? Because,
obstruct'ion is punishable under the
!ndian Penal Code. Even loitering
near some place is punishable under the
Criminal Law Amendment Bill. So,
why this redundant clause here? Clause
36A(d) has some other sinister purpose
behind it. The sinister purpose is it
not only prohibits obstruction, it also
prohibit; another thing, “act in any
manner cal.ulated to undermine the
credit-worthiness of any bank'ng com-
pany”. Are we, the shareholders,
prohibited from discussing the financial
bungling of a banking company? This,
in effect, is what is prohibited by sub-
clause (b), “credit worthiness”. Sup-
posc some bank is going into liquida-
tion and somebody says the financial
position of this bank is bad or deterio-
rating. Somebody who says it will be
liable to be hauled up under clause
36A(d).

As has been already stated by some
hon. Members, really speaking, the
Reserve Bank has all these powers
which, if effectively wsed, could do the
same thing that is sought to be doue
under*the subsequent clauses of this
Bill. So, why this Bill? The powers of
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the Reserve Bank are already there, in
substance. Regard'ng the restrictions
on labour, they are anti-labour and since
the Labour Minister is here we would
like to know whether he has been very
vigilant about this clause being incor-
porated here. Now, if this is anti-labour
and it is not liked by the people and
if the other clauses will go against the
very purpose and objects of this Bill,
why this Bill? It is simply 2 subter-
fuge to try to satisfy the sentiments of
the people, which will not be satisfied by
this Bill. Hence, I oppose this Bill

oft fr wa (330) : wmfr #geT,
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SHRI BUTA SINGH (Rupar) : Mr.
Chairman, I rise to support the motion
moved by Shri K. C, Pant to have social
control over the banking system in our
country. This is a step in the right
direction and I welcome jt. I was a
little surprised when I saw that my
friends, the Socialists and the Commu-
nists, came forward to oppose this
motion. It reminds me of a bhagat
(Shri Madhu Limaye : Bali Ram
Bhagat ?), who has been meditating
throughout his life to bave the eternal
light but when that light is brought be-
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fore him, he is confused. They have
been shouting for social control or
nationalisation of banks but when the
step is taken by Government they are
confused.

SHRI RANDHIR SINGH : They are
jealous.

SHRI BUTA SINGH : They do not
know whether to welcome it or to oppose
it.

This is a step in the right direction
taken by the Congress Party and 1 wel-
come il. 1 congratulate the hon. Minis-
ter on bringing forward this very use-
ful measure to have social control over
banks. But there is a auestion that T
want to ask of the hon. Minister. The
question is : What have the State Bank
and the Reserve Bank been doing so
far for agriculturists ? There is a large
section of our population, about 80 per
cent, which has been looking forward
to this sort of opportunity that has been
provided in the statement of objects and
reasons of this Bill. They are very late
in coming to the aid of the farmers and
the peasants.

These commercial banks have been
under the control of a few groups in this
country and they have been utilising the
money for their own benefits and cnds.
This is a measure which should have
been brought before this House long,
long back. Anyway, X1 gz, geEA
14T | Now I want to request the hon.
Minister not to be taken in by the argu-
ments put forward bv the confused
Marxists and have this measure at the
earliest moment so that the countiy
and the farmer in particular can benefit
from this social control of banks.

THE MINISTER OF STATE IN
THE MINISTRY OF FINANCE
(SHRI K. C. PANT): Mr. Chairman,
Sir, the fact that you have just given
me a few minutes to reply to the debate
is the proof that you do not expect me,
really, to reply to it fully.

ot 7g foerd (i) @y T
Ty Hifad
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st weq fagrdt awddr ;. W
wATET TR AT |

SHRI K. C. PANT : If you give me
more time, I shall gladly utilise that
time. Really speaking, I can understand
that attitude, if that is your attitude, be-
cause this Bill is going to the Select
Committee and it will be discussed in
the Select Committee,

SHRI MADHU LIMAYE : Qo with
an open mind.

SHRI K. C. PANT : My hon. friend,
Shri Madhu Limaye, will be there and
so also will be others.

o fawm : T oY A AR
At adr
ot Qe TE A O AR ATAT |

Therefore, I can give an assurance to
my hon. friend, Shri Rabi Ray that all
reasonable things will be accepted. But,
I think, he should not thank me before-
hand till he knows what is reasonable
and what is not.

The debate has thrown up some ideas
and I am sure these will be processed
in the Select Commiltee. Apart from
the very pertinent points that have been
raised, some points which have been
raised have, perhaps, overlooked many
of the features of the banking system
which are well-known. My hon, friend,
Shri Vajpayee, talked of the relation-
ship between the powers of the Gov-
ernment and the Reserve Bank and he
hoped that the Reserve Bank's powers
will not be curtailed. The Reserve Bank
is an autonomous body; it has been
given powers by a statute and it has a
certain relationship with the Govemn-
ment, In this particular measure, the
Government only has the ultimate power
of issuing directives to the Reserve Bank
in the public interest. That is the
power which even now the Government
has. Therefore, there is no change in
the constitution or the status of the Re-
serve Bank nor does it appear to be
necessary.

My. hon. friend, Shri Umanath, refer-
red to the facy that the number of bunks
had Hecreased over the years and he
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seemed to suggest that this had been
done because the Government were in
tavour of growth of monopolies in the
hanking system., A litile care and a
little thought on his part would have
brought home to him the plight of depo-
sitors in incfficient banks which is the
main reason that prompted the Govern-
ment, as a matter of deliberate policy.
to make the weaker and inefficient banks
consolidate themselves, amalgamate, so
that they would become stronger and
the depositors’ interests would be protect-
ed. So, this shows that if one looks at
problems always in order to detect
frauds, then one’s whole mental atti-
tude would be to find bad intentions
cven where the intention is good. 1
would request my hon. friend, Shri
Umanath, such an intelligent man, not
to allow his intelligence to be rnisused
in this manner,

SHRI UMANATH :
will do as you tell me.

SHRI K. C. PANT : He also brought
in the issue of elect-onic computers in
this debate which is not really germane
10,this debate.

SHRI UMANATH : It is.

SHRI K. C. PANT : But accepting
that it is, I am surprised. ...

SHRI UMANATH :
ployment opportunities is one of
reasons for this Bill.

SHRI K, C. PANT : Shri Umanath
helongs to the idea that will capture the
world in the future and he should think
of the twentyfirst and twentysecond cen-
turies and for him to be looking back-
ward into the bullock-cart age and to
protest against acts of modernisation is
something that 1 would never expect
from him.

oft e wram fdmde
s Areatry wGt 7
SHRI UMANATH : Let the entire

Cabinet be computerised; I will welcome
that.

SHRI K. C. PANT : My hon.
friend, Shi Madhu Limaye, was with

Hereafter. |1

Because em-
the
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Congress when Gandhiji was there. But
my hon. friend, Shri Umanath's party
always de:ided Ganchiji for his econo-
mic philosophy on the ground that it
was based on certain basic fundamental
principles which he scems to have es-
poused today, khadi and village indus-
tries and the like, and they always fa-
voured, 1 think, the heavy industry, steel
industry, etc., etc,, and all the apparatus
of modern technology that goes with

them. 1 think, he should be consis-
ient. ...
SHRI UMANATH : Computerisa-

tion is nol the same as industiialisation.

SHRJ K. C. PANT : 1 think, if he
pauscs lo reflect over what he has said,
he will understand. 1f you introduce
highly capitalised industries and want to
get maximum out of them, 1 think, you
cannot deliberately eschew the use of
such thines as will make the maximum
use of the capital that has been invested.

SHRI UMANATH : But that must
be consistent with the employment po-
tential and the necessity for using the
labour in this country. Tt should not
go beyond that,

SHRI K. C. PANT : Again, if he

says let us give up all heavy indus-
tries. ...

SHRI UMANATH : Who said
that 7 Don't confuse between heavy

industries and computers.

SHRI K. C, PANT :
be greater employment then.

. therc will

o, Ay fawd @1 w9 EA-
*%z T gHEE A ey wE?

SHRI K. C. PANT: My hon
friend, Shri Madhu Limaye, is defend-
ing an indefensible cause. Why is he
stepping in the way ?

My hon. friend, Skri Umanath, must
realise that there are ¢ertain basic com-
promises in an economy like ours which
is a developing economy. There is a
compromise which has to be struck bet-
ween employment and development of
economy. This is one of the compro-
mises that has to be struck. I think, he
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should realise that this is a problem that
is facing all developing countries today
and those countries which he admires are
not beyond adopting these techniques.

My hon, friend, Shri Srinibas Misra,
objected to the appointment of directors
and he asked, what are the criteria, and
if the banks appoint wrong kinds of
directors, who will decide. He over-
looked the fact that this Bill gives
powers to the Reserve Bank. In case
the direclors are wrongly appointed or
somebody who is considered undesirable
is appointed a director, the Reserve Bank
has powers to remove him and the Re-
serve Bank has powers to appoint direc-
tors. What more does he want ? This
is the power which this Bill gives to
the Reserve Bank.

Apart from this, a basic point was
made by my hon, friend, Shri Koushik.
and by my hon. friend, Shri Vajpayee,
that this is a measure of political, not
social, control. 1 am rather surprised
at this criticism. What are the basic
ingredients of this Bill ? It has set up
a National Credit Council which will
provide guidelines for the canalisation
of credit which is a scarce commodity
into channels which are desirable and

which conform to the overall social and:

cconomic objectives and our economy
in the country. This is one basic, funda-
mental, provision.

The second is that it gives certain
powers for the reconstruction or recon-
stitution of these banks in such a way
that the chairmen are professional
bankers. They are not politicians.
Somebody said that they are retired poli-
ticians. They are not so; they are pro-
fessional bankers. Then, the boards of
directors have been so recomtltuted or
are to be so constituted that the majo-
rity will be non-industrialists and various
interests will be represented, agricultu-
rists, cooperatives, etc. etc. This means
that the basic structure of the manage-
ment of these banks will be changed and
its management which is vital for deter-
mining the direction of credit and for
determining the way in which these
banks are going to grow. So, this is
g:l‘prwhlon that has been made in this
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My hon. friend, Shri Koushik, made
the remark that we should concentrate
entirely on the developmental and
growth aspect of the economy and not
on the distributive aspect at all. I beg
to submit to him that this is not a very
correct appraisal of the needs of the
present socio-cconomic situation. You
cannot ignore .the distributive aspect.
While the credit aspect is important, the
distributive aspect must also be kept in
mind and this is not something which is
a party matter. Our credit institutions
must conform, as I said, to our basic
social and economic objectives and these
social and economic objectives are not
merely the objectives of our party. They
are included in the Directive Principles
of the Constitution and they have been
adopted by the Parliament in a Resolu-
tion of December, 1954 when we adopt-
ed the socialistic pattern of society as
the objective of social and economic
policy. We have adopted the strategy of
planned development and, within the
framework of democracy and socialism
we have also adopted the Industrial
Policy Resolution, in 1956, which lays
down the guide-lines very clearly and
these guide-lines include the provision
that the public sector must expand gra-
dually and to use Jawaharlalji's words.
must ultimately control the commanding
heights of the economy. This is the
broad framework within which our cre-
dit policy must also be framed.

19 hrs.

A point has been made that, all these
years, the Reserve Bank has been func-
tioning but it has not produced the de-
sired results. T would remind the House
that one of the basic objectives of the
Reserve Bank in the past—in fact, the
objective on which it has concentrated
most—has been to protect the interests
of the depositors: it has concentrated
on this aspect perhaps too narrowly, but
it has concentrated. Now the whole
objective has been widened, it has been
widened in such a manner that the needs
of the priority sectors are met, Besides
this, the Reserve Bank of India has taken
into account the needs of those activities
of the economy which are useful to the
economy. You cannot also today accuse
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the Reserve Bank of India of allowing
udvances to big industry. 1 shall quote
from the Mahalanobis Committee's Re-
port where it has been observed :

“If the pattern of growth in a mixal
economy has to be simultaneous deve-
lopment of both the large scale and
the small scale enterprises the regula-
tory measures should not take the
form of withholding finance to larger
units.”

This is an obvious statement of fact, and
the Reserve Bank has, in the past, scru-
tinised the proposals for the grant of
advance of Rs. 1 crore and above and
refused to sanction the limit for non-
priority sector. This was the story in
the past, The point is not to deny credit
cven to large scale enterprises if they
are performing a useful function in the
society, but to see that this credit is not
misused for purposes which we do not
accept and which are harmful to the
economy, purposes of the kind mention-
ed by my hon. friend, Mr, Vajpayce—
concentration of economic power,
growth of monopoly, etc. We must be
clear on these fundamental ideas and it
is to further these fundamental ideas
that this Bill has been brought forward.

A point has been raised by various
hon. members as to why nationalisation
is not resorted to. I do not want to
repeat all that the Deputy Prime Minis-
ter has already in his statement of 14th
December, 1967, because he has gone
into this question and he has stated there
that the Government has considered
that this social control measure, which
has been brought forward, is the most
effective means of achieving the objec-
tive which is before it. He has also
stated that we have to keep in mind not
merely the short-term objective of dis-
tributing credit in a useful, fair and
proper manner, but also the long-term
objective of mopping up the deposits, of
mobilising resources, and bringing them
into the banking system.

One of the hon. members objected to
the meeting that the Deputy Prime
Minister had with the bankers and he
said thatthe Deputy Prime Minister sub-
served the interests of capitalists.' If he
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did subserve the interests of capitalists,
I do not think that he need advertise it
by holding a meeting of this type, but
be that as it may, the point is that the
various banks, because they have seen
the firmness of the Deputy Prime Minis-
ter's position in this matter, have already
taken measures to conform to the spirit
of the Bill which we have brought for-
ward; many of them have changed their
Chairmen—I do not want to give the
names—and also the Directors.

Another point that was made by vari-
ous hon. members was with regard to
the proposed clause 36A(d). My hon.
friend, Mr. Srinibas Misra, called it un-
constitutional, T do not know whether he
has lately revealed himself as a Pandit
of the Constitutional law; I do not want
to cross swords with him because that is
not my subject. Now what is the res-
triction that the proposed clause 36A(d)
sceks to put 7 It does not seek to pro-
hibit all demonstrations; it seeks to pro-
hibit demonstrations including shouting
any slogan, which amounts to incitement
to commission of an offence, etc.
(Interruptions)

SHRI UMANATH : What is the re-
levancy here ?

SHRI K. C. PANT : You will under-
stand that these restrictions can be
placed on the freedom of speech and
freedom of expression under sub-section
(2) of article 19 of the Constitution.. .
(Interruptions).

Now I would also like to assure the
House that this clause is not intended
to curb in any way the genuine trade
union activities of the employees.. .
(Interruptions).

SHRI UMANATH : Please tell us
why this clause is at all needed.

s wy femd : gz 9T WA
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SHRI K. C. PANT : 1 will tell you.
| think, those of my hon, friends who
are capable of being persuaded by argu-
ment may change their views. Let them
hear me first.

There are, even loday, bipartite settle-
ments in the banking industry. Recently
we have taken another step to improve
relations in the banking industry—for-
mation of the Industrial Committee of
the Banking Industry under the chair-
manship of the Minister for Labour.
There are the Shastri and Desai awards
which are existing even today. So, we
do not intend to disturb the balance
between the employers and the em-
ployees that cxists even today. There
are, as 1 said, all these bipartite agree-
ments, and it is not our intention to dis-
turb the rights and obligations of the
employers and the employees already
obtaining under the existing statute or
under the various awards of settlement.
This is the point that really goes to the
heart of the matter. The proposed pro-
vision is not something that is directed
1o employces: it is a provision of general
applicability. If you read it carefully,
you will notice that it is that kind of
provision which refers to any person, not
to any employee. Many of my hon.
friends have overlooked this fact. Why
do they presume that the employee will
come in the way of proper functioning
of the bank ? (Interruprions).

ot 3z famd aA9E! ¢ which s
indecent’ ST F7T TEHZ FT =qT8AT &%
afsr |
SHRI UMANATH : Cr. P.C. and all
sorts of laws are there which are attract-

ed if anything goes wrong. Why should
you have this provision at all here ?

SHRI MADHU LIMAYE: This is

not an Industrial Relations Bill! z&EsT
wAHEa ¥T § 7
SHRI SRINIBAS MISRA ; | just

want to ask one question. This is Bank-

ing  Laws (Amendment) Bill. What
sort of Banking laws are being amend-
ed here ?

MR. CHAIRMAN : The Bill is going
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1o the Selecy Committee and it will be
discussed threadbare there,

The hon. Minister may continue.

SHRI K. C. PANT : The whole point
is that the Government have also a res-
ponsibility to ensure thay the banks arc
able to function normally during the
usual business hours. Unlike other busi-
ness and commercial undertakings, they
have certain responsibilities—the banks—
under the Negotiable Instruments Act to
discharge. If they do not discharge
those responsibilities, they are liable to
be used., Therefore, one has to appre-
ciate the diffcrence. There are occasions
when the banks have not been able to
function normally because of oulside
interference, obstruction and intimida-
tion. not necessarily from the employees
but from outsiders. Thersfore, I would
heg of the hon, members to  keep in
mind the hasic importance of the smooth
tunctioning of the hanks in our econo-
mic and social life.

SHRI UMANATH : There is this
ILC and there is also the Standing Com-
miltec to which all legislations arc re-
ferred.. . (Interruptions).

SHRI K. C. PANT : Unless we are
able to cnsure the smooth functioning of
the credit institutions, banking institu-
tions will not be able to discharge their
responsibilities that are required of them.
I would remind the hon. members that
the banking industry is of a special
character and that is well recognised in
law. T would draw your attention to
section 34A of the Banking Regulation
Act under which the banks are protected
from disclosing secret reserves in view
of their special status as credit institu-
tions. So. there is this distinction to be
made between banks and other business
and commercial activities.

As I said, it is not mecessary for me
to go into each and every point, I have
dealt with the broad franfework of the
debate. and for the rest, it is up to the
Sclect Committee to consider the Bill.

MR. CHAIRMAN : The question s :

“That the Bill further to amend the
Banking Regulation Act, 1949, so as
to ptovide for the extension of social
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control over banks and for matters
connected therewith or incidental
thereto and also further to amend the
Reserve Bank of India Act, 1934, and
the State Bank of India Act, 1955, be
referred to a Select Committee consis-
ting of 22 members, namely, Shri
Frank Anthony, Shri Kamalnayan
Bajaj, Shri S. S. Kothari, Shri N.
Dandeker, Shri C. T. Dheandapani,
Shri G. S . Dhillon, Shri Madhu
Limaye, Shri C. M. Kedaria, Shrimati
Sucheta Kripalani, Shri Samarendra
Kundu, Shri Lalit Sen, Shri Indrajit
Gupta, Chaudhary Nitiraj Singh.

MARCH 26, 1568
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Shrimatji Vijaya Lakshmi Pandit,
Shri Krishna Chandre Pant, Shri S.
R. Rane, Shri Thirumala Rao, Shri
Dwaipayan Sen, Shri K. N. Tewari.
Shri Ivotirmoy Basu, Shri Sadhu Ram,
and Shri Morarji Desai, with instruc-
tions to report within one month.”

The motion was adopied.

19.10 Hrs .

The Lok Sabha then adjourned il
FEleven of the Clock on Wednesday,
March 27, 1968/Chaitra, 7. 1890
(Saka).
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