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BANKING LAWS (MISCELLANEOUS
PROVISIONS) BILL

The Minister of Planming (Shri
B. R. Bhagat): Sir, I beg to move:
“That the Bill further to amend
the Reserve Bank of India Act,
1934, the Banking Companies
Act, 1949 and the State Bank of
India (Subsidiary Banks) Act,
1959, be taken into consideration.”

In September, 1963, the House
considered a non-official motion sug-
gesting that banks in the privalc
sector should be nationalised. Al-
though this suggestion was not accep-
ted and the motion was in fact de-
feated by 119 votes to 27, it was in-
dicated on behalf of Government
that the various points which were

made in the course of the debate
would be taken into consideration
and that a Bill further to amend
the enactments relating to banks

would be brought before the House.

We are glad that it has been pos-
sible for us to fulfill this commit-
ment.

13:30 hrs,

[MRr. DEPUTY-SPEAKER in the Chair.]

I would like to say at the outset
that the object of this measure is to

help the Reserve Bank, the com-
mercial banks and other financial
institutions to discharge their res-

ponsibilities more effectively during
the current phase of economic deve-
lopment, and in this sense, the Bill
is a positive and not a negative mea-
sure,

The objectives of the Bill can be
divided into three broad categories.
Firstly, the deposits which are now
received and handled outside the
banking system, should be control-
led, not only in the interests of the
depositors themselves, but also in the
general and wider public interest.
We also intend that the activities of
loan, investment and hire-purchase
companies or firms, or other finan-

poses, or purchase securities or
shares, and thereby influence or
affect the money and capital markets,
should be controlled by the central
bank of the country, so far as these
activities are concerned. As regards
the commercial banks themselves,
we propose that in view of their pre-
sent and prospective position and im-
portance, the existing system of con-
trol should be extended, so that these
banks may be encouraged, and, if ne-
cessary, even compelled to use the
resources which are available to them
for financing essential projects and en-
terprises and promoting develop-
ment,

Sir, it has been generally accepted
for some time that there is in our
economy a considerable amount of
money which is not properly account-
ed for. The Finance Minister also
referred to this problem in his state-
ment on the economic situation ear-
lier this week. In advanced or rapid-
ly developing countries the in-
crease in bank deposits from year to
vear is both sustained and conside-
rable. The wvolume of such deposits
is very much greater than the value
of notes or coins in circulation. In
our country also there has been an
increase in the number of bank ac-
counts (it has, I believe, been of the
order of 12 per cent per annum in
the last five years). Except in the
period of a few months following the
failure or the Palai Central Bank in
1960, there has also been an increase
in bank deposits from year to year.
But in relation to the rate of growth
of our economy, or the demands for
various purposes on the commercial
banking system, this increase is by
no means adequate.

It is difficult to be certain, Sir, that
the money, which remains outside
the organised banking sector, is used
only for essential purposes and not
for speculation or other anti-social
ends. Even when this money is ob-
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tained for more or less legitimate pur-
poses, the consequences may not al-
ways be desirable. It is not appro-
priate, for example, that we should
allow institutions, which are not
themselves banks and which are not,
therefore, bound by the inter-bank
agreements regarding deposit and
lending rates, to compete with one
another and also with the banks for
deposits, by pushing up interest rates,
or in some odd cases by resorting even
to unfair practices, which may be
harmful to the interests of the depo-
sitors concerned.

In the¢ United Kingdom, special
legislation has been enacted recently
for dealing with this situation. The
Protection of Depositors Act, 1963
was brought into force in that coun-
try about two months ago, and is a
far-reaching measure, which provides
for stringent control of the business
of acceptance of deposits by institu-
tions other than banks and discount
houses. The issue of advertisements
goliciting deposits is prohibited under
this Act, unless the subject-matter of
the advertisement conforms to the
regulations made by the Board of
Trade; and elaborate requirements
regarding the submission of returns
to Government departments, the sup-
P!y of audited balance sheets and ac-
counts to the depositors and inspec-
tion, search or seizure are also pro-
vided for in the Act. The deposits
become automatically repayable, if
any business which is not referred to
in the advertisement is undertaken
without the depositors’ knowledge
or implied consent; and in extreme
cases, the Board of Trade will even
be able to wind up an institution in
the depositors' interest.

Qur own conditions are somewhat
different. In bringing forward this
measure we cannot overlook the fact
that certain industrial establish-
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ments, firms and shroffs have tradi-
tionally been accepting deposits di-
rectly from members of the general
public for financing their business.
It is not the intcntion that these
transactions should be prohibited.
But obviously, it is necessary for us
to be certain that the conditions in
which these resources are obtained
and used will be reasonable and con-
sistent with our monetary and credit
policy.

Among non-banking institutions,
financial corporations and loan and
investment companies or firms are
obviously in a special category. The
terms on which advances are granted
by them, their investment policies
and their transactions in the securi-
ties market genecrally are of direct
interest and concern to the Reserve
Bank. But unfortunately, and wvery
largely as a result of historical ac-
cidents, the Reserve Bank is not able
to exercise any control over these
transactions or operations.

This again is a problem which is
peculiar to an under-developed eco-
nomy. If the money and capital mar-
kets are well-knit, if commercial
banks contrel more funds, and if they
play an important role generally in
financing wvarious enterprises, the
Central Bank will be in a position to
control the monetary and credit sys-
tem more or less effectively, through
the comercial banks, the operations
of which can themselves be regulat-
ed in various ways. Banking habits
in India are, however, not yet wide-
spread. There are several specialis-
ed credit institutions, which act more
or less independently of commercial
banks. The money markets are also
not well-knit or adequately organis-
ed; and from the point of view of the
effective implementation of monetary
policy, the Reserve Bank’s control
of the commercial banking system,
by itself, is not, therefore, very ade-
quate. The Reserve Bank will have
to be given specific power and autho-
rity to co-ordinate the activities of
the various credit agencles,
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We are providing in this Bill that,
10 the extent to which il may be
megessary for discharging its responsi-
bielii(‘s in the field o° monetary and
credit policy, the Reserve Bank wili
be able to obtain information from
all corporaiions, companies or firms,
statutory or otherwise, including ins-
titutions whirh are in the public sec-
tor and that suitable directions can
also be given {o these institutions
for the purposes which I have indi-
cated.

We are aware of the apprehension
in certain quarters that these powers
may not be properly used. I do not
think that this criticism is fair to
the Reserve Bank, or that there is
any justification for thinking that in
implementing the new provisions, the
Reserve Bunk will take into consi-
deration only the point of view or the
interests of the commercial banks,
neglecting all other institutions. The
Reserve Bank has proved, by its re-
cord, that it is not capable of taking
guch a narrow or partisan view. It is
on the other hand the only institu-
tion in our country, which is eguip-
ped and qua ified to discharge these
responsibilities. T have no hesitation
in assuring the House that no insti-
tution or en‘crprise, which meets an
essential demand. will find itself un-
duly handicapped, merely because of
any action which may be taken by
the Reserve Bank.

1 turn now to the commercial
banks. It is obviously necesary that
the commercial banks should be en-
abled to increase their resources and
extend the scope of their functions
and activities. But unless they are
in a position to take an enlighlened
and objective view of their respon-
sibilities, they will not be able to play
anv major or effective role in- mobi-
lising savings or assisting the growth
of our economy.

The banks, Sir, should not only be
free from the influence of the domi-
nant business houses and groups,
which now control them, but should
also be known to be free. The sys-
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tem of control which has been gra-
dua'ly built up during the last fif-
teen years or so is intended, by and
large, for this purpose. The amend-
ments which have been included in
the present Bill have also been pro-
posed with this object in view,

4 the provisions are explained in
great detail in the notes on clauses, I
will refer only to the more important
amendments. We are naturaliy anxi-
ous that the ownership of shares in
private commercial banks shouid be
sufficiently broad-based. While it is
not practicable or necessary to think
in terms of any limit in respect of the
number of shares which may be held,
or to prescribe any conditions, which
may affect or restrict the transfera-
bility of these shares, there is no rea-
son why the voting rights of indivi-
dual shareholders, which are limited
now to five per cent of the total vot-
ing rights of all the share hoiders of
a bank, should not be reduced fur-
ther. We propose to limit the indivie
dual shareholder’'s right in future to
1 per cent. We hope that this amend-
ment will lead, in due course of time,
to a _redistribution of the existing
shares. As a larger number of per-
“sons will be able to participate m
the ownership and management of
commercial banks in the private sec-
tor, the concentration of economic
power in the hands or a few will au-
tomatically be reduced. . .-

We propose to tighten up the exist-
ing provisions regarding the grant of
unsecured advances to companies or
firms in which the directors may be
interested, and also to prohibit {he
remission, without the approval of the
Reserve Bank, of loans in a mannes,
which may directly or indirectly
benefit the directors. An enabling
provision is also being included in the
Bill permitting the Rescrve Bank to
restrict the advances to any com-
pany, firm or association to a reason-
able figure, and enabling that bank
to exercise a salutary check, if taus
becomes necessary, on the locking up
of money in the form of advances to
certain concerns, including those be-
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longing to particular business groups.
We are also providing, as the House
is aware, for the removal or replace-
ment of directors, officer. aad othur
employees, by the Reserve Bank, and
for the appointment of additional
directors for temporary periods for
strengthening the management! of any
banking company.
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Banks are credit institutions hand-
ling funds, which do0 not Delong to
the shareholders; and they cannot,
therefore, bz dealt with in thie same
way as ordinary industrial or com-
mercial concerns. In the light of what
1 have already said about ‘hc need
for reducing or eliminating alloge~
ther the control which is now exer-
cised over banks by certa:® Lu=iress
groups, the amendments whicn have
been proposed cannot be co =idered
to be unreasonable.

Shri M. R. Masani (Rajkot): Ques-
tion.

Shri B. R. Bhagat: We hLav~ 18-
ceived some representations, since
the Bill was introduced, suggesting
that the provision regarding the re-
moval of directors and other persons
is arbitrary. This is not correct. Apart
{rom the fact that the Reserv:z Pank
itself is unlikely to take any precipi-
tate or iil-considered actiom the cir-
cumstances in which the di-eciors,
officers or employees can poe rercved
are clearly specified in the propos-
ed Section 36AA. As it is not our
intention that there should be any
arbitrary removal, we have however
given notice of an am~ndment. which
will clarify the position, and wul
enable any person, who may be ag-
grieved, to prefer an appeal to ihe
Central Government witiin &  rca-
sonable period.

We are incidentally proposing a
change in the proposed Section 36AB
to make it clear that the number of

additional dirceetors will not exceed
one-third ot the total number of
directors of a banking company,
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where this limit happens to be lower
than fivee.  With these additional
safeguards, there need not be any
room for apprehension that ‘the
powers which we are now assum-
ing wil not be properly exercised.

I said at the beginning of this speech
that this is g positive and not a nega-
tive measure. We are not providing
for the grant of additional powers to
the Reserve Bank or for the extension
of the area of control, for any doctri-
nairc or ideological reasons. We have
brought forward this Bill to enable the
Rescrve Bank to control monetary and
credit policy more effectively, and to
coordinate, for this purpose, the acti-
vities of various credit institutions, We
are also hoping that the commercial
banks system will be enabled, by this
measure, to command the confidence
of the public to an even greater ex-
tent in future, and that these banks
will be enabled to make a much
greater and much more significant
contribution to the development of the
country than has been possible so far.

With these words, I move this Bill
for consideration.

Mr. Deputy-Speaker: The motion

moved:

“That the Bill further to amend
the Reserve Bank of India Act,
1934, the Banking Companies Act,
1949 and the State Bank of India
(Subsidiary Banks) Act, 1959 be
taken into consideration.”

There are some amendments, Mr. P
R: Pate]l. He is not here. Mr. Masani.
Does he want to move his amendment?

Shri M. R. Masani:
move-

Sir, 1 beg to

“That the Bill be cirrulated for
the purpose of—eliciting opinion
therron by the 28th. February,
1964 ™

(41)

Mr. Deputy-Speaker: Then there is
an amendment of Shri. Himatsingka.
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!
Shri Himatsingka (Godda): Sir, I

beg to move:

“That the Bill be referred to a
Sclect Committee consisting of 15
members, namely, Shri Ramchan-
dra Vithal Bade, Shri Kamalnayan
Bajaj, Shri C. R. Basappa, Shri
P. C. Borooah, Shri S. N. Chatur-
vedi, Shri Sachindra Chaudhuri,
Shri Kashi Ram Gupta, Shri Hem
Barua, H. H. Maharaja Shri Karni
Singhji of Bikaner, Shri T, T.
Krishnamachari, Shri Harish
Chandra Mathur, Shri R. R. Mor-
arka, Shri Shem Lal Sarafl, Shri
Prakash Vip Shastri and Shri Pra-
bhu Dayal Himatsingka, with ins-
tructions to report bv the first day
of the next session.” (24).

Mr. Deputy-Speaker: The amend-
ment of Mr. P. R. Patel is barred he-
cause this is the same as that of Mr.
Himatsingka. He is not here also. So,
his amendment is not moved. The
Bill and the amendments are now be-
fore the House.

Shri Sham Lal Saraf (Jammu and
Kashmir): What is the timc allotted
for this Bill?

Mr. Deputy-Speaker: Five hours is
the time allotted for this Bill, So, we
will have 3 hours for a general dis-
cussion and 2 hours for clause-by-
clause consideration.

An Hon. Member:
hours and 1 hour.

Mr. Deputy-Speaker: Therc are
many amendments, That is why I am
suggesting 3 hours for a general dis-
cussion and 2 hours for clause-by-
clause consideration.

Shri Hari Vishnu Kamath (Hoshan-
gabad): We may extend the time by
half an hour,

Mr. Deputy-Speaker: The program-
me is very tight. There may not be
any extension of time, But the gencral
discussion may be extended by 15
or 20 minutes. So, it is 3 hours for a
general discussion and 2 hours for
clause-by-clause consideration. Shri
Prabhat Kar.

It should be 4
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Sln-l Prabhat Kar (Hooghly): Mr.
Deputy-Speaker, Sir, I welcome this
Bill which has been moved by the hon.
Finance Minister, the Banking Laws
(Miscellaneous Provisions) Bill to the
extent it goes. It has been rather an
alarming condition that was presented
that roughly about Rs, 10,000 crores
are sti]] unaccounted for and the state-
ment which was made by the hon.
Finance Minister that he was anxious
to find it out and in considering that
aspect, this is a welcome measure that
the provisions relating to the non-
banking institutions also will be under
the control of the Reserve Bank of
India.

So far as we are concerned, we have
been pointing out that the more and
more the power is given to the Reserve
Bank of India for the controlling of
the financial system of this country, it
is better and it will help in mobilising
resources and utilisation of the resour-
ces in the banks. Today, in the com-
mercial banks, there are deposits to
the tune of Rs, 2300 crores. These
huge amounts are being utilised by
a hand-full of directors who control
the bigger banks and out of roughly
about 300 and odd banks, 12 banks
control 89 per cent of the deposits and
naturally these persons create g situa-
tion in the country by which all the
plans for the development of the
country always remain in jeopardy.
From this angle we have been de-
manding that the banks should be
nationalised. I can quite see that to-
day in view of certain pressure from
other side, the Government is not
considering the nationalisation of
banking at this moment, But, no
doubt, it js a step towards the righ:
direction to this extent. Unless
further control or restrictions are im-
posed, things will not move.

Then, I come to the concentration
of wealth about which the other day
Mr. Masani gave a statement. T want
only to point out today that we can see
that it is not question of the basis of
per centages only. What was the value
of the Tata House ten years ago and
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what is its value now? What was the
value of the Birla House ten years ago
and what is the value now? They
are the figures which will show how
the concentration of wealth has taken,
It is no good to put a statement, but
the fact remains, The poinj is, how this
has been done? It is tragedy that we
have not been able to know what has
been the outcome of the Mahalanobis
Committee's report. We have been told
that it has been submitted and from
the various publications we find that
it is written on the concentration
of wealth and one of the main factors,
apart from others, is that the use of
money by the banks on easy terms is
one of the factors for the concentration
of wealth. It is a fact that those who
control these banks control about
Rs. 2300 crores.  They lent money to
the interested persong at a lesser and
favourable rate through which they
run their other industries and earn
more profits and thereby the concen-
tration of wealth takes place. It is
essential, therefore, that there must be
some restrictions imposed on them and
that can be done by the effective con-
trol of the Reserve Bank, There have
been complaints from the bankers'
side immediately when this Bill was
introduced. We have seen how the
Commeree, the Capital or the Eastern
Economist have reacted. Those papers
representing vested interests have re-
acted and the reaction is verv very
strong. The other day 1 heard  Mr.
Masani on the Companies Amendment
Bill. 1 was really gurprised to hear
him—I admire his argument, bul I
may not agree with his  philosophy.
But the way he argued on that day
showed that he argued in despair as if
the ground on which he was expecting
to stand was losing. The words that
he used against the Government and
the Prime Minister were out of all pro-
portion, because he found that after
all the magic spell that was created
by the capitalists for doing good 1o
the country has now been dispelled by
the awakening of the people and that
1s why today they are afraid that more
and more restrictions are going to be
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wealth will not be allowed. That s’
why the exponents of the forum of free
enterprise, whose past has been as
black as possible, whose present is also
not at ali satisfactory and the future,

of course, with the awakening of the

people will be very bleak, speak with

agony and with anger, The question

is why there should be control by the

Goverrment or by the Reserve Bank.

I submit that control is necessary in

the interests of the people and in the

interests of the depositors. There are

nearly 60 lakhs of depositors. They

do not know exactly how the shares
are moving and so on. They just de-

posit their money in good faith and

hope that the money will be utilised

for the benefit of the community. But,

instead, what do we find? We find that

the money is being utilised for the be-

nefit of a few individuals who earn

more and who go on prospering at the

cost of the money of the poor deposi-

tors, That is why today. as a guardi-

an of the 60 lakhs of depositors, Gov-

ernment have to come forward with

more restrictions and exercise them
through the Reserve Bank,

My submission is that in spite of
these controls, the Reserve Bank has
not been able to move in the matter
effectively and control and eradicate
all the malpractices. In spite of the fact
that the Banking Companies Act has
been jn force since 1949, and in spite

of the fact that powers have been
given to the Reserve Bank, we Hnd
to day that there are various mal-

practices and these have come out in
the Reserve Bank Publication Trend
and Progress. From that publication
you will find that so far as the advan-
ces to the directors are concerned, they
are on the increase. The consolidation
of loans to one particular group has
also been on the increase. So, my
grouse is that the Reserve Bank has
not been able to control these things in
spite of the powers that it has got.

From the Taxation Enquiry Com-
mission’s report we find that so far as
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the big capitalists are concerned, they
have got ingenious methods and they
employ very intelligent persons not to
see that the country prospers but to
see how they can exploit the situation
and evade or circumvent the various
provisions of the law. Therefore, 1
would submit that not only should
powers be given to the Reserve Bank
but the Finance Minister should see
that the Reserve Bank utilises the
powers properly.

In this connection, I would like to
point out that every case of violation
of customs laws or foreign exchange
regulations involves one or other of
the banks, We had a wonderfu] do-
cument in the Vivian Bose Commis-
sion's Report regarding the Dalmia-
Jain concerns, But I am sorry that it
has not been clearly pointed out there
that in every transaction a particular
bank was involved. So, if Dalwia has
flourished, it has been with the con-
nivance of a particular bank. Then,
there is the case of Bird & Co. about
whom we had some questions here the
other day in regard to under-invoicing
and over-invoicing. In this instance
also, a particular bank is involved. So,
it is not a question of taking steps only
against one particular company. Un-
less you root out the main cause, you
cannot stop all these illegal transac-
tions. I would request the Finance
Minister to consider this aspect that
in every case of violation of customs
laws or foreign exchange regulations,
one or the other of the banks 15 in-
volved, and unless there is propar con-
trol, the malpractices cannot be check-
ed. But we find that as usual Govern-
Went are moving very slowly.

If we look into the amendment
tabled by Shri M. R. Masani, we shall
see that instead of asking Govern-
ment to withdraw this Bill he has only
sought to omit those provisions by
which Government want to give more
controlling power to the Reserve Bank
of India,

Coming to the clauses of the ‘Bill, I
would first like to deal with clause 12,
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which deals with restrictions on power
to remit debts. 1 do not know firsi of
all why there should at all be any
power to remit debts, because it is the
money of the depositors. The loan is
advanced only out of the depositors’
money. So, why should any powers be
given at all to the board of directors
who are interested in remitting debts,
because they do not bother about the
institution at all but are bothered much
nore about their interest and their
profit? Therefore, T would suggest that
the power should not b« given in the
hands of the directors and if at all
any such question arises, that should
be done in consultation with the Re-
serve Bank of India. Otherwise, this
power should not be given at all.

Coming to the control over manage-
ment, I can quite see that a large
number of persons will be affected. My
difficulty is that I cannot mention the
name of the bank or the persons who
are direclors thereof, because even
a mention of that here will create
difficulties for the institution which we
do not want. But I may tell you
exactly how these banks function. I can
tell you that one particular bank has
got a working capital of less than one
crore of rupeces, whose chief man to-
day gets Rs. 900 p.M. as salary. Earlier,
he used to get Rs. 500 or Rs fii0 or
Rs. 700, but nowadays, he is getting
Rs. 900 p.M. And that person has
erected two palatial buildings 1n the
city of Calcutta, and he feels pride in
the fact that he has got two Alsatian
dogs which would only take two seers
of milk a day and he can afford to pro-
vide for them.

Shri Sham Lal Saraf: What ig the
paid-up capital of that bank?

Shri Prabhat Kar: Rs. 10 lakhs or so.
This is a small bank. From this picture
You can easily understand whot bank-
ing business means. With the tremen-
dous power of Rs, 2300 crores they are
In a position to dictate terms and thev
can even sabotage ary time any plan-
ning by Parliament. If today Gov-
ernment come forward with any Bill
to control them, I think no nne whe
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has got the interests of the nation at
heart and the interests of the develop-
wment of the country at heart can op-

pose 1t.

As 1 was saying., I would suggest
that the sooner the banks are nauona-
lised, the better it wouid be for the
country. I was reminded of the hon.
Finance Minister’'s words ‘The man-
eaters? To whom did he make this
reference? The man-eaters were
having Rs. 10,000 crores unaccounted
for.

Shri B. R, Bhagat: Rs. 10,000 crores?

Shri Prabhat Kar: Yes, Rs. 10,000
crores. That was what T saw 13 the
press.

Shri Bhagwat Jha Azad (Bhagal-
pur): That was Rs. 1.000 crores.

Shri Prabhat Kar: I may be wrong;
it may be Rs. 1,000 crores. This is
the figure which the Finance Minister
has stated a few days age. a. 1 rcad
it in the press.

Saraf: The hon.
Meomber is mistaken. He nas saic hat
the tiger is at large. But we are rid-
ing over the tiger now.

Shri Sham Lal

Mr, Deputy-Speaker: The hon. Minis-
ter wil] correct him later if he s
WIong.

Shri Prabhat Kar: With such a huge
amount of black money goin: reund
there are persons who are today att-
acking the source of strength of this
country. It is high time that thay are
found out; in fact, not only should they
be found out but they should be caged,
and if they cannot be tamed, then it is
necessary to shoot them down.

1 would only say that we are wed-
ded to socialism. In this connection, I
would like to quote what Professor
Tawney has said. He says that you
can take an onion leaf by leaf, but you
cannot strip & living tiger paw by paw.
It you want to do away with all these
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evil deeds of the capitalist system and
usher in socialism, then you shall have
to be bold and you shall have to take
strong steps, and I assure you that you
will get the full support of the puople
of this country for that purpose.

With these words, 1 support this Bill.

14 hrs.

Mr. Deputy-Speaker: Shri Himat-
singka. Ten minutes to each Ccngress
Member.

Shri Morarka (Jhunjhunu): This is
a very important Bill and the hon.
Minister himself said tnat it has got
cortain provisions of far-rea~hing im-
This Bill jg not going to a
ten  munules,
even

portance.
Se.cct Committee,  In
such a technical subject cannot

be explained.

Mr. Deputy-Speaker: I cannot help
it. 5 hours is the time allotica in all,
3 hours will be for general discussion
and out of that on the basis of 60: 40
{he Congress party has got 1 hour and
48 minutes. I have to provide for other
parties also.

Shri Morarka: 1 would respcetfully
agree. You may in proper cases extend
the time,

Vishnu Kamath: You

Shri Hari
We will

move for extension of time.
support you,

Shri P. C. Borooah (Sibsagar): This
is a very important Bill. The time
should be extended to at least 8 hours.

Shri Himaisingka: Sir, 1 have al-
ready moved my motion for reference
of the Bill to a Select Committee.

As has been mentioned by the
Mover, this Bill has far-reaching
consequences. The idea in the minds
of most Mcmbers is that it tries to
contyol the activities of the private
sector banks, but you will find in one
clause that it not only seeks to amend
certain provisions of the Banking



Banking ~ AGRAHAYANA

5697

Companies Act bat intends to rope in
everybody in the country, barring
individuals, You will find from clau-
ses 5 and 11 fhat cerlain provisions
are added to the Reserve Bank Act
wherely not only the banks will be
«vcontrolled but non-banking institu-
tions are brought in. which means
companie:, carporations or firms. All
kinds of control are contemplated in
sections 457 K, L. M, N etr.  You
will find that nan-banking institu-
tions also have been divided into two
kinds. One is financial institutions
which means non-banking institutions
donig particular kinds of business,
which carry on financing as part of
their business, whether by way of
making loans or advances or otherwise
of trade, commerce, industry or agri-
culture. Similarly in the next clause,
persons dealing in debentures, stocks
and shares ete. are covered. Then
comes hire-purchase. That means,
ihose persons who have something to
do with financial transactions are
coverad.

Those who do not deal in such kinds
of business are intended to be covered
by the non-banking institutions provi-
sions of the Bill. The powers propos-
ed to be given to the Rescrve Bank
are very drastic, so drastic that I do
rnot know whether the administrative
difficuliics and other things apprehend-
«d and dur to which the comnulsory
deposit scheme was dropped may not
crop up here too. The provisions will
apply to every firm in the .country.
A firm may take a deposit of Rs. 100
and lend Rs. 10 out of it. Even that
firm will be covered. It is not restrict-
«d to firms or corporations handling a
certain amount of money, say, over
Rs. 5 lakhs or Rs. 10 lakhs. I do not
know if the implications of the Bill
have been realised by most of the
Members, The provisions are so wide
that one shudders to think what will
happen if it is not properly applied.
Considering the amount of work that
will be required to be done by persons,
vompanies or M#Arms or corporations
coming within the scope of the provi-
sions, it will be almost impossible to
comply with them, at least by those
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who live in outside places, in the sub-
divisions and in smaller towns. They
will not even know that this Bill has
been passed into law and they are
required to send in all kinds of
returns.

The powers that have been propos-
ed are so vital and so drastic that I do
not know whether anybody can be sav-
ed . You will find that apart from
these firms and corporations which are
intended to be roped in, the powers
now being given to control commer-
cial banks alsp are very wide. At
presert the powers exercised by the
Reserve Bank are themselves wery
wide. As a matter of fact, they are
entitled even now to give all kinds of
directions, Thev can exercise those
powers in so many various ways that
thev can compel any banking institu-
tion to fall in line with the wishes of
the Reserve Bank. There are cases
where even managers have been re.
moved, simply because the manager of
a particular bank criticised the then
Governor of Reserve Bank which the
latter did not like.

You wil] find from the provisions in
sections 45J, K, L ete. that all kinds
of dircetions can be  pgiven to these
institutions. Similarly, so far as the
commercial banks are concerned, apart
from the restrictions that have been
proposed on unsecured loans, under
the provisions proposed in clause 11,
certain advances cannot be made to
certain class of persons. No excep-
tion can perhaps be taken to that.
There are other provisions, that at
any time the Reserve Bank can give
directions as regards the purpose for
which the advances can be made, the
margins to be maintained, the maxi-
mum amount which can be advanced.
Also the maximum amount of gua-
rantee can be pgiven by a banking
company on behalf of a company, firm
or association is specified. The powers
are so wide that the Reserve Bank
takes the position of the board of
directors or manager of the bank con-
cerned and give directions that money
is not to be given in advance for a
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particular purpose or given more than
a particular amount.  After all, the
banks are.managed by persons who are
responsible and in whom the share-
holders have trust. They are elected
by the shareholders. They know their
busin2ss. As a matter of fact, not
many ceses can be cited of any misuse
of the powers of the directors requir-
ing thiz kind of restriction.

Similarly, the other provisions pro-
posed are also very very drastic. A
director can be removed, a manager
can be removed, an employee can be
removed and no reasons need he
assigned, except when there is suffi-
cient time for the Reserve Bank to do
so. There is no appeal. You cannot dis-
miss your darwan or even ordinary
peon unless vou give him reasons, and
he has the right to go to the courts. But
here the person in charge, a managing
director or manager or employee can
be removed without any reason. Even
that vacant place is to be filled up
by the Reserve Bank. The board of
J/directors cannot do it even in con-
sultation with the Reserve Bank. That
power is atlempted to be given to the
Reserve Bank. not to the employer.
The provisions are so wide that this

Bill should be sent for scrutiny
to the Reserve Bank......(An
Hon. Member: Reserve  Bank?)

1 am sorry, top the Select Committee.
There ic another point about the pro-
vision regarding the voting rights,
Suppose ten persons hold shares to the
extent of five per cent each, it comes
to 50 per cent of the share capital; if
20 persons hold one per cent ~ach. it
comes to 20 per cent. These 20 per-
sons will outvote the persons who
hold 50 per cent share -capital.
I cannot wunderstand why you
are making the minority to come in
the position of the majority and con-
trol over minority shareholders. There
is the provision to put five additional
directors, although I find there is u
Government amendment
that number. All these cannot be consi-
dered in a House like this and there-
fore, 1 suggest that it be seni to a
Select Committee.

to reduce:

DECEMBER 19, !1963 Lows (Miscellaneous s 08

2 Pfq_viiiom) Bill

Shri M. R. Masani: Mr. Deputy-
Speaker, it seems very difficult for
some of us to understand the mind of
the hon, Finance Minister and his de-
partment. Only three days ago he
made a statement on economic policy
which was both enlightened and so-
phisticated and we had hoped that
perhaps from then on the policies that
would be followed would also be en-
lightened and  sophisticated. Only
two days later, today, he has come up
once again with this reactionary and
restrictive provision.... (An Hon
Member:  Reactionary?) Anything
that holds back the progress of the
country is reactionary. This Bil] re-
peats the pattern of the unfortunate
Companies Bill which the House was
dragooned into accepting a few days
ago by a dictat from above.

What are the functions of a bank? —
four, I believe: to provide safe cus-
tody for the funds of those who save,
to mobilise thereby the savings of the
community, to invest these resources
in  industry and commerce wvalid
productive purposes, and finally to pro-
vide credit to enterpreneurs so that
their productive operations may be
financed. In more advanced countries.
even the operations of farmers are
financed by banks in that manner.

Today, one third of the banking sys-
tem of India is already under the con-
trol of the State through the State
Bank and its subsidiaries. Two-thirds
is owned by thousands of small share-
holders. Some of them are big banks
called scheduled banks. The Reserve
Bank regulates and guides the entire
system with the wide powers that il
enjoys today.

This is a situation that is appro-
priate in a mixed economy. Under
British rule, our banking system was
impeded by the domination of the
British banks. Since Independence.
Indian banking has a pretty wonder-
ful record of service and by and large
they have made good progress. By
and "large, banks have been efficiently
run- I very much: regret that the-
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Minister, while discussing this subject
tailed to bring this point home. There
may be a few malfactors, as there
are in every walk of life, but by and
large the banking industry is com-
petently and honestly run.

You are now opening the door to
the kind of demagogy which we have
just heard from the communist
benches, They talk of concentration of
power. There is no basis whatsoever
for this bogey that the communists
and Congress benches are raising
for demgogic reasons. The Reserve
Bank's pamphlet on Trends and
Progress of Banking in India
during 1961 shows that, in the case of
40 banks inspected, the concentration
of advances in the hands of a few
operators was Rs, 31 crores, roughly
2.3 per cent of the total advances of
those banks amounting to Rs. 1346
crores, That percentage of 23 was a
drop from what it was eight years ago
in 1953, when it was 3:8 per cent. In
other words, whatever little concen-
tration of advances there wag was dis-
sipated and has come down from the
insignificant figure of 3'8 to the even
more insignificant figure of 2'8 per
cent, Advances to directors, relations
of directorg and all those in the contorl
of banking operations, in the case of
those 33 companies inspected, was
Rs. 9 crores representing 0.7 per cent
of all advances as against 1.1 per cent
in 1853, The Minister would have been
fair to himself and to the country if
he had the fairness and decency to
state these facts before the House
instead of trying to mislead it in the
way Government are trying to do. If
any concerntration of power exists in
thre banking industry, it is in the
hands of the Reserve Bank of India
the nominees of the Minister himself
He is the big monopolist, big State
Capitalist and the banking monopolist
who is now trying to squeeze out the
weaker section by using police powers
for the purpose.

Anything that injures the delicate
structure of thre banking mechanism is
a blow to the economy of this country:
it is monkeying with the economy of
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this country. That is what the Bill
does.

My communist friend who  spoke
before me claimed that the Govern-
ment of India are the guardians of
the sixty lakhs of depositors, Let
them go and get a vote of canfidence
from these sixty lakhs, These sixty
lakhs of people have confidence in the
bankers who run the industry today.
and that is why they put their money
in the banks. They have no such con-
fidence in this Government, The ex-
pansion of the country's moncy market
and the credit facilities of this country
will be retarded by the monopolistic
and bureaucratic tendencies, Some of
those who deposit their money in
banks will today hoard it in future.
buy gold or put it wunderground,
because they will not trust this con-
fiscatory and expropriatory Govern-
ment whose words cannot be trusted,
as we saw In the debate on the Com-
panies Bill. Lakhs of depositors have
faith in the banking companies and
have no such faith in the Government.
Let the Government hold a plebescite
among the sixty lakhs of depositors and
then see whether they have confidence
in the Finance Ministry.

It may be that there
factors; there are abuses.
there are, Is that the reason for
hamstringing  the entire industry?
There are corrupt Ministers; we have
seen that there are; there are corrupt
officials; we have seen that there are.
Is that the rcasopn for abolishing Gov-
ernment? (An Hon. Member: Turn
them out.) and having anarchy?....
(Interruptions.) Would it be logical
if you abolish altogether the Govern-
ment because some Governments are
corrupt? That is a fallacious argument.
Deal with the malefactors; you have
the support of the whole country. But
do not lay your axe at the root of the
tree that gives the country this credit
mechanism. [ have said that their
record is generally good, There are
exceptions and they should be dealt
with, but not by this crude and rusty
weapon which is sought to be wielded.

are male-
We know
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Apart from the danger to the
country, look at the position of the

Reserve Bank itself. It has its hands
full. Its recerd, by and large, is reason-
ably good. In the last ten years, it has
learnt gradually to rise to its respon-
sibilities. It is pust at thig time when
you dump on it an amount of minis-
terial forms and work which is alto-
gether repugnant to any intelligent set
of people, This will lead to further
bureaucracy; this will lead to the ex-
pansion of staff, and this will lead to
Parkinson's Law setting in motion
again, You are creating a huge bureu-
cracy to run something that requires
a delicate mechanism. 1 fee] sorry for
the Reserve Bank of India and those
officials who will now have to do a lot
of clerical and ministerial work which
should not be entrusted to them. Anv
amount of paper work will be dumped
on them, of which figures have been
given in this House, Thus, the quality
of supervision and leadership thui the
Reserve Bank should give will be
weakened and even the Reserve Bank
will not be able to perform its func-
tions in the way it should,

It may be argued that this Bill does
to destroy the banking
industry, My hon, friend over therc
is entitled to say that. 1 think that it
does not destroy the banking industry,
of course, but it gnly cripples it. Crip-
pling is the first step to destruction.
That js why from these Communist
Benchres, your Bill has been welcomed.
The Communist Party in every country
believes in increasing misery, It
believes in disrupting the social fabric
so that the pillars can be brought
down. Their welcome should make
you think twice. The democrats who
adorn the Congress Benches should
think twice when they get support
from these Benches. It is very dubious
support. The enemies of the country’s
progress want something; that is a
very good warning to all men of good
faith to think again,

not  scek

So, this Bill will cripple the banking
industry. I entirely agree with and
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endorse what hag fallen from the lips
of the preceding speaker from the
Congress Benches, “He said he shud-
ders to think” what would happen
after these powers are given. How
long wil] the hon, Member: of the
Congress Party go on sitting there and
shuddering to think? Why do they
not think instead? Why not cross the
floor? In any other country when a
man shudders to think of the results
of Government's actions, he crosses the
floor. There are many members of the
Congress Parly who are today shudd-
ering to tkink. 1 appeal to them to
consider their own obligations to this
countrv: whether they would remain
there or whether they will, in being
honest to the country, cross the floor.

I will not spend time op the clauses,

since you have been good enough to
keep two hours for the discussion of
the clauses, I, along with my hon

friendsz on the Congress Benches, have
not tabled several amendments, and
we shail discuss those cliuses  when
they arg moved, But there is po douht
at all in my mind that the powers given
by clauses 18, 11, 13 and 9 will be dis-
astrous, This Bill gives the Govern-
ment, through the Reserve Bank, the
power tg remove a director or an offi-
cer or any employee, even 3 clerk
of g bank without giving any reason,
without alleging any crime, Even if
they do not contravene the provisions
of any rule or regulation, the Reserve
Bank can say, “Mr so-and-so will
hereby be dismissed from the bank.”
He stands dismissed. It is true that
normally he may be heard, but the
Reserve Bank may dispense even with
the right to hear the gentleman com-
cerned and dismiss him without his
being heard and leave him to make an
appeal to the courtg later, I5 this con-
sistent with the spirit of the rule of
law? Is this the kind of thing that we
want to bring into existence under our
Constitution about which we all ex-
pressed pride in the last two days?
This is a classical example of giving
to the Reserve Bank power without
responsibility,
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Today, the Reserve Bank cannot sack
even its own officers. Under the
Industrial Disputes Act and the orders
of tribunals, the management of the
Reserve Bank carnot sack its own
clerks and its own officials. But it can
.arbitrarily sack anyone else’s clerk and
anyone else's officials. So, the labour
laws of the country will not protect
them, It ig an anti-labour legislation,
quite apart from anything else.

That is the way it truncates the dis-
cretion of the bank managers and
directors to run the bank as
their shareholders and their
depositers want  their to run it, and
that is why we are opposed to this
Bill altaogether.

There is a clause that seeks to trun-
cate the right of non-banking compa-
nics to carry on the work of banking.
This is something that has come down
in our country as in other countries
from tradition. From the Middle
Ages in India in the countries of

Europe, there have been banking hous- *

es which have been of a mixed -harac-
ter, They are not banks, they do other
business; ‘hey als> safeguard deposi-
tors by putlting their deposits to fruit-
ful uses. There is nothing wrong with
it. Even today, in the more advanced
countries of the West, there are insti-
tutions that are not primarily banks
that carry on the business of banking.
Again, we are trying to hurt these ins-
titutions at a time when the banking
industry in this country has not
developed to its full stature, when
people in the villages do not know
what a bank is and do not know
where they can deposit their moncy.
We are trying to destroy the only
channel in which these small deposi-
tors place their money in safe handas.
All these are various aspects of this
needless regulation and jnterference.

The aim of the Bill, as given in the
Statement of Objects and Reasons, is
as usual, deceptive,-Anyone who reads
the Statement will think that thig is a
very modest Bill, The name of the Bill
is even more deceptive. It ig called the
“Banking Laws (Miscellaneous pro-
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visions) Bill”", It has been well said
in the press recently that it is a Bill

which seeks not only to en-
hance &hd extend the powers
of ccntrol and supervision

over the commercial banks but to an
extent enabling the Reserve Bank of
India to appoint additional directors
on the Boarg of the banks, summarily
dismiss them without going through
the due process of law and to issue
directives regulating the maximum
financial accommeodation that will be
needed; and so on and so forth. There
is a long column, ang it ends by saying
sarcastically that “it yet has been
designated as a Bill containing mis-
cellaneous provisions”, There i3
nothing miscellaneous about this Bill.

Mr_ Deputy-Speaker:
Member's lime is up.

The hon.

Shri M, R. Masani: 1 would like to
take a few minutes more. 1 am the
only spokesman of my Party.

Mr. Deputy-Speaker:
already taken 15 minutes,

You have

Shri M. R. Masani: Not quite; some-
thing less. So, Sir, I was saying that
this Bill should have bcen described
as o Bill to cripple the Banking
Industry and not as  Miscellaneous
Provisions Bill. It is a Bill with
malice; il is a Bill with a knife in it.
There js nothing constructive about
it

1 would have gladly supported my
hon, friend’s motion that the Bill be
referred to a Select Committee. I
think such a Bill shoulgq go to the
Select Committee but, afier the ex-
perience we had in this House a few
days ago and the contempt with which
this Government treats reports of
Select Committees, I do not think
veryv much purpose will be served.
Therefore, I am moving that "hisl.B.i:]
be circulateq for the purpose of elicit-
ing apinio:dl.hereon by the 29th Feb-
ruary, 1964. I know that my hou_s,
friend opposite will not saccept this
amendment. They want to hustle the
country and the house into passing 2



3707 Banking

{Shri M. R. Masani)

Bill about the very nature of which
we do not understang enough. I am
not familiar witp banking. This
morning, when the amendments of
the hon. Minister were flung at us,
when we were asked to discuss them
this afternoon, I certainly could not
understand the purport of more than
hald of them. I think I understood
about half; the other half, I said I
shall have to consider what they con-
tain. Is this the way that the House
is going to be asked to enact legis'a-
tion which would affect the very
ecomomic life of this country?

I would like to make another
suggestion to my hon. friend. Postpone
the Bill. Appoint a Commission of
Inquiry at a high level. Let the
Commission of Inquiry go into the
entire structure and management of
the banking industry. Let the report
of the Commission of Inquiry be
placed before the House and let legis-
lation be introduced on those lines.
I challenge the Government to do
that. Then they will have a case.
Otherwise, today, they are asking us
to take action against the industrvy
without anv basis at all.

Now, in his book entitleq A Week
with Gandhi my friend Mr. Louis
Fisher quotes Ghandhiji ag saying
that, if Gandhiji had had his way, he
would have wound up the Reserve
Bank of India andq the State Bank
and distributed the funds in their
vaults throughout the villages of India.
because this shoulg have been the de-
centralisation of economic power.
That was Ghandhiji’s svmbolic way of
showing his anlagonism to mono-
polistic State institutions like the
Reserve Bank ang the State Bank.

What does this Bill do? This Bill
does exactly the reverse. This Bill
tries to take away the depositg of the
small people throughout the villages
and towng of this country and bring
‘hem into their hands, the hands of the
big monopolies in Bombay ang Delhi.
That is why thig Bill ig contrary to
everything fundamentally democratic
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and liberal in Ghandhiji's teachings.
It is not an accident that onpe of
Gandhiji's best living disciplines, Shri
Jai Prakash Narayan, wrote in the
Hindu of 8th November: “The more
centralised the economic order, the
greater is the exploitation; power has
also to be decentralised. The basic
thing in a democracy 1s, who takes the
decision? A few at the top or the
many at the base.”

Once again, in this Bill as well as
in the Companies (Amendment) Bill
last week, we have » clash between
those who believe in 3 free society
and those who believe in a command
cconomy of the Soviet type. The
support this Bill has got from the
representatives of the Soviet Govern-
ment and system in this country
shows that this is not a democratic
Bill.

Shri Prabhat Kar: What have these
representatives to do with the Soviet
Government?

Shri Daji (Indore): Sir, on a point
of order., He said “representatives of
the Soviet Government.”. It cannot
be allowed. He must withdraw it

Mr. Deputy-Speakar: Please with-
draw it.

Shri M, R. Masani: | withdraw the
word “Government.” I meant the
Soviet system,

Shri Morarka: Sir, I think that there
is ample justification for sending this
Bill to a Select Committee. This pi‘ll
has a misleading appearance of sim-
plicity. It is a narsh provision and,
if I may say so, an unreasonable law
to be put on the statute-book withou
examining ang scrulinising the various
provisions. This Bill introduceg for
the first time a principle of arbitra-
riness in our system of jurisprudence.
The reasons why 1 say that this Bill
should be sent to a Select Committee
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that a Bill expands the scope of the
functions of the Reserve Bank. Apart
from controlling the cormnmercial banks,
this Bill is going to control now each
and every financinl institution, of
every type. Further, it is also going
to control each and »very non-banking
institution ~ which acvcepts  deposits
from the public. Ang then as regards
what these deposits are, whether it is
a loan or deposit, again the judgment
of the Reserve Bank would be final.

The second reason is that this Bill
In a way curtails the fundmental
right. right to propcrty, in a  very
substantial manner. It reduce the
voting rights from rve o one per
cent, I will have something more to
«ay on it when I comg to the details.

Thep, it gives powers to the Reserve
Bank to appoint upto five directors
on the board of any banking com-
pany. I will not gu into the merits
of the proposition just now; we will
discuss it when we come to it. But
the fact remaing that on the board of
any bank, if there are five government
directors sitting, nationalisation is a
far better alternative and a more
equitable proposition than to have the
bankg functioning as they are with
five government directors. In
nationalisation you pay compensation.
Besides compensation vou take the
responsibility for the proper function-
mg of the undiertakinge that you
nationalise.

An Hon Member: Kindly move that
maotion,

Shri Morarka: Under this regulation

and control, you have povernment
control of the banks without any
nationalisation, without any com-

pensation, without any responsibility.
Then, my most important point is
about the right which you are giving
1o the Reserve Bahk to remove the
Chairman, the managing director,
director, manager, executive or any
other officer of the bank
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Shri Morarka: 1 agree. If they do
not act properly, they must be given
a punishment. If the thief commits
theft he is given punishment. If a
murderer commits murder h2 is given
punishment. But beforc anybody is
given punishment he is given a fair
trial. (Interruption). This is not a
thing of satire.

Shri Bhagwat Jng Azad: There are
so mary murders already done by the

banking companies. I know which
interests you represent.
Mr Deputy-Speaker: Order. order.

Shrimati Savitri Nigam: Reserve
Bank is thg competent authority,

Shri Morarka: My friend ig aware
of the murders committed bv banks.
I bow to hig knowledge. I am no#
aware. Therefore, my arguments are
based on that ignorance.

Shri Bhagwat Jha Azad: You know

everything. but you connive. That is
the point,
Shri Morarka: 1 think my friend

who is as young as I am should at

least have some regard for the eti-
quette of Parliament,
Shri Bhagwat Jha Azad: I know

more ctiquette. He should not talk
of etiquette. This etiquette is not
the mnnopoly of my friend.

Mr. Deputy-Speaker: Order, orde

Shri Morarka: [ was only saying
that before a man is condemned he
is given a fair trial. And if you don't
give him the due process of law, the
chance to prove his innocence to that
extent vou are introducing new
principles,
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Communist

Shri Morarka: It is only the other
day that we amendeq the Companics
Act. In the Companieg Act whicl.
was  approved by this honourable
House, what principles did you adum-
prat? You say there will be a tri-
bunal, an independent tribunal; there
would be a recommendation of the
tribunal; ang only on that recom-
mendation of the tribunal the G-ouerfx..
ment can remove a person from th
management. And even then thcre
would be an appcal, at least on the
question of law, on the decision of the
tribunal anq the Gevernment. Here
there would be nothing. The Reserve
Bank along would be the sole
custodian of the interests of these
people. The Reserve Bank would be
the prosecutar, the Reserve Bank
would be the judge, the Reserve Bank
would be the jurv, and the Reserve
Bank would be the executioner. This
would be the function of the Reserve
Bank. Howsoever impartial this in-
stitution of the Reserve Bank may
be. theres may be gooq officers. there
may be bad officers. and I think there
must be valuahle safeguards. some
brakes and safety valves provideg in
the interests of the citizens of this
country.

Then. apart from all these things,
the parties who would be affectej by
this legislation, the various non-bank-
ing companies, the various hire-
purchase companies, the wvarious
financial institutions,  commercial
banks and sharehalders. none of them
have been consultedq by either the
Reserve Bank or the Governmend.

An4 above all, the most important
thing is that even the hon the Minis-
ter of State who moved the motion
this morning did not give a sindle
reason why he wants to rush through
thic Bill. Unless anq until there Is
some reason, some semblance of a
reason why the Bill should be rushed
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through, I think it woulg be a good
and healthy practice to send the Bill
to a Select Committee of this House
and to have the Bill scrutinisaj there.
Why this nervousness of sending a
Bill to Select Committee? 1 do not
agree with my friend Mr. Masani
when he savs that a Select Committee
does np good to the Bill.

Shri M. R, Musani: I did not say
that. I said that Government showed
contempt for its recommendations.

Shri Morarka: It is not correct to
say that the Government showed anv
contempt for the recommendations of
the Sclect Committee, It is also truc
that ke House is not bound to accept
each and everv recommendation of
the Select Committee. But even in
the Companies Bill, most of the recom-
mendations of the Select Committee,
with the exception of one  were
accepted by this honourable House.

Now, this Bill, as I said, seeks to
regulate, control and govern the acti-
vities of non-banking financial institu-
tions and other non-banking com-
panies receiving deposits. Thig is a
comprehensive Bill which introduces
far-reaching structural and opera-
tional changes in the banking credit
and monetary mechanism of the
country. Ip short, thig Bill authorises
the Reserve Bank to appoint addi-
tional directors on the board of the
bank, to summarily dismiss anv persnn
in management without going through
the due processes of law, to issue
directives regulating maximum finan-
cial accommodation which can be
given to anv individual, firm or com-
pany. It curtailg the voting rights of
shareholders: it regulates further the
term of office of the chief executive;
and. finally. it restricts the loans that
mav be advanceg to the directors or
to the associates of the company.
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Therc are many provisions in the
Bill whicp are very good ang healthy
but yet there are some provisions
which require careful looking into.
Take, for example, this provision
which appears so attractive tg every-
body  namely to reduce the voling
rights from § per cent to 1 per cent.
The biggest shareholder today in the
countcy is the Life Insurance Cor-
poration. The Life Insurance Cor-
poration has rot 27 per cent shares of
one bank. The moment this Bill is
passed, this 27 per cent voting rights
woulq become 1 per cent. Sp far as
the individualg are concerned, even if
they have got 20 per cent shares held
by onpe individual today, thev can
easily transfer their shares, they can
easilv divide their shares amoneg twenty
persons ang still maintain the same
quantum of voting right. Whom are
vou going to help bv a provision of
this type? You hear the public criti-
cism that you have violated the rights
to property by relucing the voting
right, But in effeot whose voting
right are vou going to reduce? The
private individual can divide the share
ang still retain the same voting rights.
But the Life Insurance Corporation or
the Unit Trust which vou are going
to form are not goineg to they cannot,
thev have got no other nominees, and
therefore it is their voting right which
will suffer. Would that strengthen
the Government's hands, or would
that weaken the Government's hands
I woulq like to know. Whv do this
thing in a hurrv without understand-
ine the implicationg properl¥? T could
have understong if vou had brought
simultaneously with this provision the
restrictions on share transfer If wou
have that provision also, then a person
who holds 20 per cent shareg todav
cannot divide the holdings and trans-
fer the ghares. But without that pro-
vision, your scheme of Government
interference and control is basicallv
incomplete, It is only the Govern-
ment institutiong and public institu-
tions like LIC which are going to
suffer,

You are going to bring within the
ambit of this Bill all other financial
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institutions and non-banking com-
panies. Even before this Bill was
introduced, as early ag May 1962 the
Reserve Bank has been wriling to the
various companieg questioning the
right of accepting deposits. The
Reserve Bank had been telling them
that because there is a provision in
the memorandum of the Association
to accept deposits and invest that
amount you take as deposits, it auto-
matically becomes a banking company.
Sir, out of 32,000 companies which
are funclioning in the country today.
there is hardly any compary the
memorandum of which does not con-
tain a provision like this. Does tt‘ns
mean that all the 32,000 companies
would now become financial institu-
tions or would become non-banking
companies over which the Reserve
Bank would have its jurisdiction and

authority?

I have already talkeq about the re-
moval of the director. It is a very
strange anomaly that ithe Reserve
Bank cannot Temove its own directors
and officers; I cannot Temove MY
officer from the bank, but the Reserve
Bank can remove me and any other
officer without assigning any reasons,
summarily ang I have no remedy, To
say the least, this i; against the
principles of natural justice. I!_I have
done something and found guilty _bv
any process of law. by all means give
me the punishment you think proper.
We discussed the Preventive Detgn-
tion Act. My friends on the other side
were very elequent in the name of
liberty, fraternity and what not. Now
when the same thing is being pre-
petuated here for offences which are
of a commercial nature. they lenrd
their weighty support to the provi-
sjons ¢f this Bl

Government now gives the right to
the Reserve Bank to appoint up ta 5
directors on the board of any com-
pany. Now Government have come
forward with an amendment sag_nng
either 5 directors or one-third, which-
ever is less. In other words, it is not
Government's intention to have a
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majorilty in the Board. If that is so,
what is the sanctity of having 5
directors or one-third? Either Govern-
ment keeps one person as a watchdog
or inspector on the Board or Godvern-
ment has a majority in the Board and
controls the affairs of the bank But
to have a group of people looking-
over the shoulders on the work that
the other directors would be doing is
not in the interest either of the bank
or the Reserve Bank or the monetary
system wf the country at large.

Under the guise of protecting the
pubiic interest and improving the
business morality, there is a tendency
on the part of the bureaucracy to ar-
rogate 1o itself all the discretionary
and discriminatory powers that can
possibly be conceiveq of in spite of
limitations against this in the Con-
stitution. This tendency to aggrandize
the coercive powers and the ultimate
unauthoricsed growth of authority is
bound to tamper with justice and
fairness. Under these powers, there
is a tendency on the part of the pov-
ernment agents to presume a man
guilty unless he proves his innocence;
to ignore the statute of limitations, to
charge a man with offence so old that
he cannot marshall evidence in
defence. to prosecute a man for doing
something that was not declared
wrong until after he did it, to assume
inguisitional powers and to ignore
facts and infer guilt.

I think that there is ample justifi-
cation for reference of this Bill to
a Select Committee. T am sure the
‘Select Committee will do something
good and return the Bill in a more
-acceptable form to the House. The
people whose interes's are aflected
must at least have the satisfaction
that they have presented their view-
-points and their case before a Seclect
Committee of this Parliament.

s gaaT Wt (FEmye)
JNeqe AERA, A A1 faT g7 /4
F A wiar @ 39 ¥ ¥ frow @
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gt | form wmn Tw erew ¥ AwA i
& TtaFor Fv faw mmam g9n, 3w
w1 faan seer fermm w1 foar
@ET I g9 % WS NI AW R
W7 ZAT 97 S€ Y GAT WA g
qr f§ m¥7 aga a=kr FE aA
7 A faa 7 fF 3557 a0 -
HIUT Y ATAT | TH & ATF Y ArG AW
% AHT A FEl, 7 ag #E A G
T3t @1, f& ey wwm 79 foar
TA @7 FAT 97 FEr fa=re g
arfed

EATY TR WA q&¥e W FWA T
UF OFEENE FHH FAL) GA4TE o
o & maw gare wgm 79 9
IR "1 qe¥s H ag fawifog @
4t f F51 | TEEFT Z oA
Tifeq | #71 @A & fF w 9eve
¥ T & AT 7] 1853 TH FTH! AHG
g1 T "Wl AR YT FaE W7
1 6 T ETST & AT HIT G #
q 37 | Gt a7 fa=re #74 g g
9 F arEvz W, A1 faum g7 3 g
2 I F amaag Y, A AT g ST &
ORI WAT 2 F I AT @A FA g
FifE 37 T F1 AR A wRaw fam
fr frord 4% & o o1 =4 § qE AF
F. W 79 & fAw § FTEr g §
oY gt % & 3R F |17 gAEEY FEfAg
F1 g qa9F A4 FAT A | S
I qgS Fgr, A¢ BATL Tl F) OF
TrEET g WL A1Y qW F[ TENE IA ¥
2T % A 2 fewfaed ¥ fete &
meTar qfedts gE¢e H WIS OE oA
faer s Amar mar § o & food &%
FT FIE IA I 4@ AV ZH AT AWT
I FT QI FAAE T )
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fom aadm wzeat ¥ g8 fa= &7
faiw far & 99 & wow g4 F @@
a1 777 favam w7 A1 qFFr g o @
fe seqa g fa= aga qarfas & w
AT TH ¥ IS T TS AL 31 AT
2 zdY fAR 7 o 3w w1 fad w7
7z # 1 3T A A9AT A= § aga A
Y 1T | FE A7 5% g5 W1 fag
FIAT AN A AN & qwA & fow
awz 7wz fa= fenfoed oY 2w &1
FAA TGAR AT 2 | T2 o fw g
f& w7 agi fon Av § 2 @1 4%
z @y wrmifeRs # T am g, fea
277 [ FIATAAHT F F oA fER
=75 0T AR AW A 9 A gEEE
CTAF O TE T T T Ay g vAfAn
¥ 3 &I TR AT F ATMS TFIAT AET
TreAl | AfFT W Tw o w7 aEr
ey # fF 50 aw #1 9 go o fr
IF1 F1 fawdaaie g1 w9 3 A7
A% B9 FT WvEr AT IOANT AGY
F1 OTAT € AT FgA ¢ fF A7 w1 w0
TIA AN AETT AL E | TH AT AT
wrad g0 ot fF "verT 7 ®1E gear
TIA A7 IoET, WP Tg FIH oM
T oAtz W, TETHEEA g4 F arg Wl
TR 79 & 918 q1, agl faaaAwae
AT £, 981 FT 949 & Agl giar 2
AT YT A ATHIT IHAF TS F, G A1
T AME # A8 WA § | gEifE A
79 #9EA ¢ [ 79 451 &7 TgEFIw
Zr wFal 2 qfFa g amn w1 fawe
: fF @ &t F1 TdEEOr @ @
Fxar ar foe 4% ¥ gvaw ¥ o
a¥ Afzrwge g1 77w #71 &feemam
z1 f& 3@ dawwe 31 A8Y &, aEwr

THeEnd, &, dra9g guifaww &
AT IEHEA, F TIAET 94 GV 2,
a1 # e g f foad &5 1t 7 weare
g wifgy & ag 9% 9T & F@T
1850 (Ai) LSD.—6
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¥ 9 7T qAfew wWE @ IEst

C

#g1 a1 fF @ 3w feor &7 $1€
AZTHIE € &1 AT JT §F T W &Y
JGAT | IITEAE WEEq, & FEgAraE g
fe gg 351 ¥ art ®, foaer & A
a1 ganfea 7 awady, S sgfar
fae gqu & T9% fawaasriie & s
fau qwa &, 2¢ foerg fag aana fag
e #, fafgar fog aad §, s gt
faraat &1 g77 | 7 I997 AN
IR FH 1 g A gfes 7 fear
A1 AET A AFATE GAGT T AFT KT
H1T Hl FART AFAA GAEAT | WAL
fraq &5 7z #5 2 f& gw @i &1
AR faEdaade 9w g 97 99
dF FT 2F FAT FT A7, a1 F7 J &7
AWT ¥ &% & 7% ¥ wfgs faam
Z1 A 1 &% awant fE fasra @
g7 AT AT ERIT AT &F F1 2F "G
WY fFar 9T 9Far g, 1 T H=gr FH
a1 zafao zan gg gifasw g
wifgn & s srw 77 97 q@T W«
fr v 45 = fRagasTae £ @1 g
HIFTT FT F AT AR |

mit 77 faw ¥ gz waes fegr
T fF FIF UF § SUET I
qFIT F7 AFAT & 1 7 @A & fw
wrgAe fafaey o1 9@r wizde a
% 39% Swiv g8 w12 faqr @ & 9a-
et gEA F woEr w7 g &%
gaTfaa aRadt Ot ag 9991 OF fFem &
HEIE WY T §FAY & HT FHW X F
22T GHal & | TH AL H {UET q@gA
T wgr 5 T w A gur & awey &
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@ IgEr qErd w1 gy fzar Am@T 2 T a7 afET A 3w fE gEr i
Frfas F1 A7 FaT Y AT F AT IART F TR #1 gAdEE S
s #1 w¥Fr fzar 9@ & 1 97 g@AT W, @ UF qT I A, WY UF A7
a7 w7 AT 5 e feat o3 qae AT &%) ¥ ITEIEE A TH AR A
2 Y fasavw @ mn @ oAy 9 2 AAZA AT W7 qg AT T9W W
A1 IEHT IW FW ¥ g@r A AF 2 T UFAT qf5FA @ oA o #
arfE a8 S N T FTEE oW Froar g1 ¢ fv nw fafez & g5
A & fE d%0 ¥ RE FE AW F #t o fr 9n fafor & s = o1
94T grar ¢ | faw s v 9 RIS A 79 &% F1 sooA F
grfaa g wo a1 fom 9T 991 qE@r famr 7Y ¥ wfge wifs s
2 AT, WA FAK! FIAT A ATCAT AV AN T qGA ATADA TN FT ATAT
HUTH &g W17 THHT ®gH AAS EA
g fE ag fow avm 7 g% 93 & 7670
21 & gg A€ g fx 9 o F0X 2, T aE B oAE worw fafwe
wﬁaafﬁhwﬁ_%ﬁfmm W%ﬂgﬂ'*‘%ﬂ'faﬁﬁﬁﬂ?
# % = 39 oAt F1 qgi A g A

" : FA &1 qra &Y T g ford d% 7 05
AN FY A7 THT AT A7 T fF v a WX WA TGRS A e 1w
v oA fE IwA R R gy vt e ® A oww
=T g1 @Y famr 2 1 A a7 TP T it zer oA B faw oA X
jﬁav%vﬁvﬂamwmﬁ zv ¥ fort gan o Sz a@ fear o

. aFan, U1 ATE 7 4% w1 fawr ga
& gt anfen | zafam # =wEdr g
fr Gar 4% woq TzvEza T Ao o

#faa w1 fa wrrva Amgw A 2
f& ga% ot 7F IEVEET AT O F FH
TEIASTT AT AFIT FIA ¥ AT E AR

- . i F %7 aF |
w1 qRE 7 A ww | o awan &
ag Z&fawe "THAT 21 AT gL quA
HaAET AT | UF g1 99 STRIAET /T gaH gz Y dmTse R
AZT AT FGT F9, AT AT AE G | 3 fx w1 fod &% #1 9wr

3 FqT F2 w7 dda | UF fAeTE F F famr Awe F77 ¥ FroaArd w00 AT
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quard | & 71 97 ¥ AeAr §ofw femrfoe famm somaa & Haz &7 2 A7
zas oy T ox oA wifas= Zm@r T gEE @ 3N oafaiddz & a=
aifgn fF sAEwEE F9 3% F AT T FTT AR, IW FTATE FY A9 07
e st T@r @ Trfgn o afew ATTT FAT FE! AN 3 | A W AE
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A 7 fag 3 aF F eTrsiwet Fv qon g wifed, ot B wmw @ fE
F faqr 9o, 71q # qER A% F MR- FHH! X A= F13 FY I ol H
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o &Y FEr Wwfge | gw oAk § A
T & w ATl g

ol wHHET HET T A T BT
Taery | wfea ¥ et  fF feaw @3
& § A HIA FEH FT IF T HATH
W i mazmrg T maEa
T W UEAAA U T ZA £ |

AT ATgA 7 wo) S9 far @ fE
zq fadr 1 T cfawree O & 9w |
# AT wal werEg § wg e oA
@ T F1 U A, 9 fAE g6y s
F1 T FT AT Afcd TH1 F TALAF
FoAATT #1 A FT EEEE U A |
fE qo 3w ¥ a7 & "gaw @ &
FHT T TG EETT G A I He
o, e £t wHeHE 9 T SIS |

"I ZATY 00 F it a7 &4
TTHT F A4 qE 2 6 9 I w= A

B TS 919, TEAT WAL AT R
TR T A & O e frere ¢
f& 3o & fo&q qg fasa s ) A1
I g1 2 fa qr wy oo eteem
Fv. 21 a9rfev fF qafas a=t & @19 F
d0 AT W T ;T AF |

Shri Bade (Khargone): Sir, I sup-
port this Bill because we are opposed
to nationalisation of banks which
means State capitalisation. We are
opposed to individual capital concen-
tration. When we are opposed to the
nationalisation of banks, it is our duty
to see that the banks working in
India are regularised. In the State-
ment of Objects and Reasons it is said
that they have brought this Bill to
regulate the conditions on which
deposits may be accepted and also to
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enhance the powers of the Reserve
Bank in relation to commercial banks
in certain directions so as to provide
stricter supervision of the operations
and working of such banks. But I
would like to support the amendment
moved by my hon. friend there saying
that the Bill should be sent to a Select
Committee, because I feel that there
are certain provisions which are
detrimental to the agriculturists and
the people in the mofussil areas. On
page 2 there is a provision which says:

“(c) ‘financial institution’ means
any non-banking institution which
carries on as its business or part
of its business the financing.
whether by way of making loans
or advances or otherwise, of trade,
industry, commerce or agricul-
ture: or".

That means, if any petty sahukar
gives loans to an agriculturist then
he also comes under this provision.
There are petty sahukars in every
village. If the Reserve Bank is given
a hold over these petty sahukars then
they will have to send their annual
balance-sheet to the Reserve Bank
officials. Then these petty sahukars
will stop lending money., The co-
operatives give only three per cent
and the rest is given by these
sahukars. If they stop giving money
loan the poor agriculturists will be
affected. So, the implication of this
provision is that this law will be
made applicable {o petty sahukars.
This is very detrimental to sahukars.
They are most illiterate. I know there
is much profiteering and exploitation
by these sahukars and, therefore, ail
States have passed money  lending
Acts, Sahukar Vidhan Kanoon, Debt
Relief Act, Debt Concession Act and
all that and they have made provi-
sions restricting the money-lending
and taking more interest from the
agriculturists. But here there should
be some exception made that this
provision may not be made applicable
to these sahukars or those creditors
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who give only Rs. 10,000 or Rs. 20,000
per year. There should be some such
provision.

15 hrs.

Then there is another provision
regarding removal of managerial and
other persons from office. I refer to
page 11 of the Bill. The provision is
like this: '

“Notwithstanding anything con-
tained in any law or in any con-
tract, memorandum or articles of
association, on the removal of a
person from office under this
section, that person shall not be
entitled to claim any compensation
for the loss or termination of
office.”

That is most wundemocratic. If the
officer is removed from office, he is
not entitled to any compensation;
nothing is given. If there arc mal-
practices or other defaults, they are
not given any compensation. But only
because he is removed from office, he
will not get compensation. That, I
think. is against the common law and
the recognised principles of jurisprud-
ence.

Then, there 15 one more point about
which I have got some doubts and
that is about the remittance of debts.
The remittance of debts, of course,
will be done with the previous ap-
proval of the Reserve Bank. The pro-
vision is quite good. The contention
of Mr. Morarka was that remittances
should not be with the approval of
the Reserve Bank and that only with
the approval of directors. I think, my
hon. lady Member must not be know-
ing the law and how the proceedings
are going on in courts. Sometimes,
the banks are to remit the debts if
they are bad debts. If some compro-
mise comes about, they should be
authorised to remit debts. Therefore,
the provision is proper and, I think,
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there should be no objection against
clause 12 in this enactment,

There is one more provision about
these depositors that nobody can
deposit the amouni or give the loan in
any part of India except if they are
named as banks. That is also wrong
because there are so many thousands
and thousands and, I think, more than
lakhs of sahukars doing the business
of kirna merchant and doing the busi-
ness of money lending. Why should
they names their dukan or shop as
shop as bank. That is also mnot
proper. Therefore, I think, if the
Bill goes to the Select Committee, all
these defects would be removed.

Then there is another thing also.
They have said that there are 60 lakh
depositors. The money of the deposi-
tors is very badly used. 1 have seen
banks cornering the whole market.
What do they do? A sahukar pur-
chases some cotton and then he
deposits cotton in the bank and takes
the money and again he goes to the
market and raises the rate and he
deposits that cotton with the bank
and again takes the money from the
bunk by depositing cotton or ground-
nut and in this way the whole market
is cornered and the prices go up.
Therefore, all those creditors make
too much profit or gain out the money
which is deposited in the bank and
the depositors do not get any interest
of an equal amount. I think this pro-
vision here in the Biil is proper. 1
think the Government is doing the

proper thing in regularising these
banks. I support this Bill. At the
same time I support the motion

brought forward by my hon. friend
on the other side to the effect that
this Bill should be sent to the Select
Committee so that all the provisions
which are defective and which have
implications over the moffusils—our
hon. Minister does not know how the
things go on in the villages—are
cured.



5725 Banking

Shri V. B. Gandhi (Bombay Central-
South): Mr. Deputy-Speaker, Sir,
this Bill is in a mixed bag. There is
something good in it and something
not so good. The Finance Minister
said that this Bill is criticised on the
ground that the Reserve Bank is seek-

ing to take arbitrary powers. Well,
it is not the taking of arbitrary
powers on which this Bill is being

criticised, but it is rather the case of
excessive powers, There are enough
provisions and enough powers avail-
able to the Reserve Bank under the
Reserve Bank Act and also under the
Banking Companies Act for the Gov-
ernment to be able to regulate the
banking system.

Now, in a few minutes that I have
at my disposal, I will first say a few
words about the question of voting
rights. It has been provided that the
voting rights will be reduced from
the maximum of 5 per cent of the
share-holding to one per cent of the
total voting rights. I do not think it
is a step in the right direction. If we
weaken those who would be responsi-
ble as stake holders in the bank, such
a reduction would also lead to conse-
quences which we cannot possibly
imagine right now. But it is quite
possible that unscrupulous and mis-
chievous share-holders can play havoc
and obstruct the smooth and normal
functioning of the bank. Usually,
this House is supplied with informa-
tion to enable it to judge the merits
of the Bill before the House. In this
particular case, one should note that
we have not been given enough in-
formation on very important points.
For instance, we were entitled to be
informed about other countries where
the voting rights of share-holders of
banks have been so drastically
restricted and now we are restricting
them further from 5 per cent to 1 per
cent. I do not know if a reference to
this point was made in the speech of
the hon. Minister of Finanece. But if
he did so, I probably did not hear
‘him.
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Then the second important point
which we have to consider is clause
18 of the Bill. Clause 18 seeks to
give powers to the Heserve Bank to
remove managerial and other person-
nel from office. Now, here I would
say in support of the proposal that
this power really is sufficiently quali-
fied. Before the Reserve Bank can
take any action, it has to ensure cer-
tain things, for instance, it has to
prove that the step taken is going to
be in the public interest. It has to
prove that the step taken is likely to
prevent the affairs of the bank being
conducted in a manner detrimental
to the interests of the depositors. It
has to prove that it will help securing
proper management. Finally, there is
this important provision that the
reasons for the action taken by the
Reserve Bank are to be recorded in
writing. I think that this is quite an
important safeguard.

And yet, it is not that we cannot
criticise the Bill on clause 18. For
instance, it is a very novel idea that
it should be provided in a Bill of this
kind that the removal of a director or
a managerial person could be made
even though nothing has been held
against him and nothing has been said
that he has contravened any of the
provisions of any of the laws on the
subject. That is rather a sweeping
power to be taken wunder a Bill of
this kind.

We know that banks are institutions
which are based on the confidence of
the public, and they are credit insti-
tutions, and the confidence of the
public is their life-breath, and as
such, these sweeping powers are
rather a constant threat to manage-
ment,

This Bill, as a result of the amend-
ments proposed by the Finance Minis-
ter, has been substantially improved.
For instance, the original proviso
which said that the removal of the
managerial personnel could be carried
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out if it is felt that delay in removal
will be detrimental to the institution
or to the banking system has been
deleted, and 1 think that that is a step
in the right direction. We know that
a reasonable opportunity of making
representation against the proposed
order is also provided for in section
36AA(2).

There is another respect in which
this Bill has been improved as a
result of the amendments proposed
by Government, and it is that pending
consideration of the representation as
aforesaid. the director shall not act as
such director, that is to say, there
wil! be sume kind of a suspension and
the director. of course, will be asked
not to take part in the management of
the banking company during the
interval. 1 think that that is a good
improvement.

Shri Bhagwat Jha Azad: 1 join
with Shri M. R, Masani and Shri
Morarka in expressing my shuddering
views regarding this Bill. They shud-
der why Government are taking powers
from a few individuals for the nation’s
interest. 1 shudder how long Gov-
ernment would play with the nation’s
interest and allow these few indivi-
duals to have the power with them-
selves. 1 also would like to express
my sense of disappointment along
with my hon. friend Shri Himat-
singka. The only difference is this.
His disappointment is that Govern-
ment are taking so much of powers.
*1y disappointment is that Gowvern-
rient are taking too few powers.

It has been now established beyond
doubt that the time has come when
the banks have to be nationalised. I
accept the challenge of Shri M. R.
Masani and friends like him, Let
Government have a plebiscite or
referendum even among the 60 lakhs
of depositors. I am not quoting any-
thing new when I say this, but I
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would remind the hon. Mjnister that
the organisation to whi we belong
had at the Jaipur meeting in 1948
accepted the principle that life insur-
ance and banking should be nationa-
lised. Those are the very wonrds, I
am quoting from the Jaipur resolution
of the Congress adopted in 1048.
Since then, fifteeh years have passed,
and no arguments have been ad-
vanced by friends who support other-
wise a measure like this, like Shri
Morarka and Shri Himatsingka to
point out why there should not be
nationalisation of banking in this
country. Is pot the very fact of Shri
V. B. Gandhi's reference to the sweep-
ing powers being taken by Govern-
ment to remove a man without even
giving him a charge-sheet or a show-
cause-notice enough proof to show
that Government also have come to
the same conclusion that this institu-
tion is now a parasite on the people’s
money in this country?

We have advanced in this

House argumentis to prove how only

very

a small number of persons play with
the money of the depositors and are

advancing the interests of only a
small group of persons. When he
gets a licence, he goes to the bank

for the loan. The man in the bank
sees the licence and says ‘Oh, a very
good licence’. Then, he finds who
the collaborator is. Then he finds
that this man by spending only Rs. 5
lakhg will make about five or six
times that money. Then, he says ‘No,
no; I cannot give you the money; there
is some reference to be made’. Inthe
meantime, he calls for that collabora-
tor, and tells him ‘Are you going to
collaborate with this foolish man?
Come on, I shall give you a good
collaborator, I ghall give you collabo-
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ration of some other Indian’. After
two or three years, when the small
man goes round and does not find
anybody, the man in the bank calls
him ‘Well, come on, have Rs. 5 lakhs
and sell it These few persons
controlling the  banking institu-
tions are playing havoc with the
national economy. It is not I who
am saying it. It is the premier
-<organisation of this country which is
controlling the Government of this
country after Independence, which
has accepted this position in its reso-
lution passed at Jaipur. I am not the
only man who is saying this, but
almost all the Members, barring, of
vourse, a very few who are in an
unenviable minority in the party, say
“hat banks should be nationalised.

After ull, we are not people who
are doctrinaire. It is Shri M. R.
Masani who is doctrinaire. He has
guoted the instance of so many coun-
iries, 1 have brought this book here
with me so that I could also give him
food for thought, but he has fled away
and he is not present here in the
House now. Here is the book by
-even an economist like Mr. Rostow
of that take-off fame, who says that it
iIs a minor tragedy of American
economy that the people of America,
as well as the people in Europe and
other countries are now thinking
more and more in terms of having
more control by Government in the
economic affairs of the country in
their own interest. Is it not known
to us that even in America 20 per
cent of the national income only is
being distributed by different spheres
of Government, whereas in this coun-
try it is hardly 10 per cent? How can
those gentlemen who are charging us
‘You are a State monopoly, you are
a capitalist’ and so on oppose this
idea of nationalisation? They should
realise that monopoly and capitalism
are bad things even in the banking
industry. Therefore, let him join me
in removing this capitalism. Why?
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Not for the teeming millions' welfare
only. Leave them aside. We have
seen the totalitarian system of gov-
ernment, We have also seen the capi-
talist system of government. We are
in independent India under the leader-
ship of our Prime Minister. We have
adopted the socialist pattern of society
which necessarily means the bringing
about of the welfare of the people. If
you believe in that principle, it is but
necessary that the first step Govern-
ment should take now is to nationa-
lise the banks,
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’?“he provisions of the Bill are just
tinkering with the problem. When
you are reducing their voting powers
from 5 to 1 per cent, when you are
asking them about the limitations on
directorships, when you are asking
them about removing some of them
for mismanagement, they are mani-
pulators par excellence in inventing
new loopholes. They know only one
lesson and that is how to manipulate
figures. They know how the law can
be circumvented, they know how to
get out of the clutches of every
amending law. Therefore, it is high
time that Government straightway
come forward with a measure nationa-
lising the banks, That will be in con-
sonance with the principle of socialism,
in conformity with public opinion and
in accordance with the views of the
Congress as expressed in the Jaipur
resolution.

The hon. Minister said that by

bringing in this measure,

oncentra-
tion o__,_gc.onnmc_pnﬂe.\:_wﬁi——be dis-

" persed. How? Mere utterance of
“this statement will not do it. How

can it be said that these three or four
provisions will do it. It is said that
the non-banking institutions are for
the first time brought within the pur-
view of the Bill. How will it help
further? Are there not sufficient en-
actments empowering Government to
control them already? Have Govern-
ment been able to do so? The very
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fact that there are rules and powers
with Government to curb these gentle-
men but they have not been able to do
so is sufficient proof that this is not
going to help, and the only solution is
nationalisation.

Friends have said that it should go
to a Select Committee. What for?
‘What major principles are involved
which have to be discussed and agreed
upon? Three or four points have
been advanced by Shri Masani about
the bankers' functions. The first is
the safe custody of the deposits,
second is the mobilisation of resources
and the third is helping the enter-
preneur. But he conveniently forgot
the most important purpose—the
national interest. How is the money
safe in the custody of these people?
It is subjected to manipulation by a
small number of persons who use it
to advance their purpose of concen-
tration of wealth in their hands. We
have given figures, profuse figures, in
this very House—Shrimati Joshi, Shri
Prabhat Kar and myself. We have
shown how they are manipulating. I
wish I could repeat all that for the
knowledge of friends who are talking
about etiquette. I had no mill in
Sholapur which had to be taken over
by Government because of mis-
management. I have exploited none.
Therefore, 1 have not learnt the capi-
talist etiquette, nor do I want to learn
it. The only etiquette I know of is
the people’s etiquette. That etiquette,

that wisdom and that opinion demands"

that immediately Government should
come forward with a provision to
nationalise banks. If they do not do
that, I think they are not acting in
consonance with Party opinion.

Shri Gauri Shankar Kakkar (Fateh-
pur): I rise to support this piece of
legislation. But my grouse is that the
Government are still hesitating and
feeling shy to take specific steps
towards nationalisation of banks in

- order to safeguard the interests of the
poorest man in the country.
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There are various types of banking

in vogue. In rural areas, indigenous
banking is still going on. Then there
is co-operative banking. There are

district banks, co-operative banks and
apex banks which advance loans tc
agriculturistg in rural areas. Then therc
are commercial banks inmostof the
urban areas where the people resid-
ing in those areas are coming forth
to deposit whatever they save. I
find there has been no attempt towards
the betterment of the overwhelming
majority actually living in rural
areas, where 85 per cent of the popu-
lation are engaged in agriculture, [
would have welcomed measdtes to
actually strengthen the credit banks
in the co-operative sector. I am glad
that recently there has been share
participation by the State. There iz
participation by the Reserve Bank
directly coming forward to advance
money to apex banks and ultimately
it reaches the co-operative societies.
at the village level. The only diffi-
culty is that the operations are wvery
very limited and they cover, accord-
ing to the rural credit survey report,
hardly 6-7 per cent of the population
in rural areas.

If there had been nationalisation of
banks, the actual cultivator and the

-actual agriculturist would have bene-

fited in that they would have avoided
all agencies of exploitation of them.
They have to pay a high rate of inter-
est under native banking which is still
prevalent., There have been cases
where if a particular ggriculturist has
had to take a petty loan of, say,
Rs. 10 or Rs. 25, he has not been able
to repay it throughout his whole life
and his sons are still debtors to that
mahajan or sowcar of the rural area.

Coming to the provisions of the
Bill, I have heard the speeches of
Shri Morarka and others. I cannot
understand why Shri Morarka has
come forward to take shelter under
fundamental rights against this enact-
ment. May I ask him where was that
concern for fundamental rights when
zamindari was  abolished, when



5733 Banking

ceilings on land were fixed? I am very
sorry to say that none of those per-
sons who are now agitated against
deprivation of fundamental rights
which they see in this Bill were there
to wvoice their protest at that time.
Why was not concern shown for the
deprivation of fundamental rights of
crores of our population when such
legislation was resorted to? The pre-
sent system of banking undoubtedly
gives a sort of encouragement to a
handful of persons who are able to
go on accumulating wealth everyday.
It so happens that there are a handful
of capitalists who are able to accumu-
late wealth and enhance it through
banking channels. My hon. friend
Mr. Azad says that his Party, the
Congress party, has passed as early
as 1948 a resolution to nationalise
banking and LIC. I am sorry to say
that the same organisation to which
he belongs attempts sometimes half-
hearted measures to eradicate capita-
lism: even if they enact half-hearted
measures, they have never been im-
plemented. I find that this same or-
ganisation which stands for socialist
pattern of economy gives all sorts of
encouragement to a handful of capi-
talists to accumulate their wealth.

I was happy that there was a
breeze in the House between Mem-
bers sitting on my left. I welcome
such breezes on such occasions when
attempts to implement socialist pat-
tern of economy are -undertaken, Why
should there be attempts to safeguard
the interests of a handful of people
at the cost of an overwhelming
majority who are poor and get poorer
every day? These are the words of
the Prime Minister. He is convinced
that after Independence the handful
of rich persons are getting richer
every day and have accumulated so
much of wealth that they were never
able to accumulate during the British
regime. Who is responsible for that?—
The Congress Government and the
Prime Minister who gave them a
chance to do so.
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As I said, these are half-hearted
measures. If a bona fide case is made
out against a bank for mismanage-
ment or mala fides, why should not the
entire management be taken over by
the Reserve Bank? 1 welecome the
measures which enable the removal
of directors or manager or the em-
ployee of a particular banking insti-
tution. I do not agree with Mr.
Morarka that the Reserve Bank is
the prosecutor and is also the judge.
1 have confidence in it. Hardly any
complaint would come if the matter
is left at its hands. Cases of partisan-
ship etc. may arise if things are left
at the hands of political parties., I
congratulate those who handle the
affairs of the Reserve Bank and I can
say there need be no apprehension of
the sort expressed here. I fail to
understand how strengthening of the
hands of the Reserve Bank is going
towards totalitarianism; it would be
in the interest of the agriculturist and
the poorest living in this country. If
this law has been brought for the
purpose of creating the grounds for
the nationalisation of banking system
in the country, I welcome it and let
me say that I hope that the Finance
Minister will come forward very soon
with a specific method for nationa-
lisation of the entire banking system
in this country which would benefit
the poor agriculturist and the poorest
living in this country. That will
mean a true step towards socialist
pattern of economy to which Cong-
ress stands pledged.

Shri Kappem (Muvattupuzha): Sir,
even God's powers over men are limited
by the free will with which he has en-
dowed men but the power of the Re-
serve Bank over the economic activities
of men is becoming unlimited. The
heat that has been created shows that
we are not taking a balanced view
of this, Without suitable amendments,
this Bill will make the Reserve Bank
omnipotent and even God in heaven
may become jealous of the Reserve
Bank, ({(Interruptions.) I am not op-
posed to nationalisation of banks. If
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you think the time is ripe for it, do it

‘boldly. This is nationalisation by proxy.

The Government has been resisting

nationalisation of banks for the last so

amany years.

The Reserve Bank had ample powers
even before this Bill, by the enactment
of the Companies Act, by the amend-
ment to section 42(b) of the Reserve
Bank Act to control, supervise and
.direct the entire banking system. In
spite of all this what did it do at the
time of the Palai Bank crash or the
Lakshmi Bank crash? Did they save
the thousands of depositors? They lost
their money. It Is not because the Re-
serve Bank had no powers. Why did
they not use it? There are three im-
portant provisions in this Bill: limiting
the voting rights of individuals is one
such provision. Veting rights were five
per cent of the total votes formerly.
They want to reduce it to one per cent.
Will it achieve the purpose for which
it is enacted? The result will be dis-
persal of shares among friends and re-
lations and if they want they will
continue to control, Then what is the
use of this legislation, which is not cap-
able of achieving the object for which
it i enacted? That is one thing that
I have tg say about that provision.

Regarding the second provision about
the removal of directors the Reserve
‘Bank is given the power to remove any
director, executive or manager of any
bank. But under what conditions? We
must have a very balanced view of the
matter, What are the conditions under
which a director or executive can be
removed? It is not mentioned in the
Bill. If therefore, anybody says that
this is arbitrary, it ig no exaggeration.
(Interruption). Therefore, they must
provide in this section the conditions
under which a director can be removed
by the Reserve Bank.

Again, the Reserve Bank is given
‘the power to appoint a director, to
appoint a manager, to appaint an ex-
ecutive, etc., but who will pay them?
The bank has to pay them. Therefore,
the Reserve Bank ig not prepared ic
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take the responsibility while it wants
the powers. My submission is this
there hag to be some natural justice.
Let us be just to all, Even if you want
to hang a man, give him an opportunity
tosay whatever he has got to say, Give
him the right to defend, and then hang
him I have no objection, But that is
not provided. Suppose, all financial ins-
titutions in the country are controlled
as it is provided in the Bill; the credit
required by the farmer, the agricul-
turist, is calculated to be about
Rs. 2,200 crores. What percentage of it
is now being supplied by the Govern-
ment and the co-operative sector? Not
more than 15 per cent is now supplied
to the agriculturists through the co-
operative societies and by the Govern-
ment direct. I ask a question: if all
the financrd] agencies are refused the
right to gather the money to help the
depositors, where will the agriculturist
get credit from? Can he go on with his
operation with 15 per cent of the credit
needed by him, and what is happen-
ing? We complain of agricultural pro-
duction lagging behind. What 1s the
reason for it? I wish to say that though
not the entire amount, a part of the
money that we are advancing through
the co-operatives does not go in for agri-
cultural production. On the other hand,
it goes for other purposes of the agri-
culturists, If that is restricted, where
will the credit for the agriculturists
come from? Will there be agricultural
production? We must not gloss over
facts,

Take the case of Keraly, There are
60,000 small producers of rubber, and
this country is wanting in rubber. It
is importing rubber, If those producers
do not get credit, how are they going
to plant? It is necessary that replant-
ing should be done in a most modern
way, g0 that greater and greater pro-
duction may result. It all needs
money, It all needs credit, Who is pro-
viding that credit for them? If you just
rope all these financing institutions in
the country and do not give them the
chance to gather the deposits and lend
money to the agriculturists, I ask:
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where will the agriculturists go to get
credit for his cultivation. That will
mean agricultural production will be
impeded in this qountry, Therefore, all
these matters should be taken into
consideration. Take a balanced view
«of the matter. Let us not advance our
pet theories, On the other hand, look
at the situation as it is in the country,
as we gee it today, Take stock of those
matters and then speak about the
legislation.

1 agree with the hoy, Member who
said that this Bill may be sent to fhe
Select Committee, so that it may have
a gerutiny of the Select Committee and
necessary amendments may be made.
1 would like to tell hon. Members that
unless adequate provision is made, un-
less some other agency is found out for
giving credit to the poor agriculturists,
there is no use. If you entirely stop
it, that will be a very dangerous step
you will be taking. Therefore, | humbly
request the House to consider that mat-
ter very seriously and send the Bill
io the Select Committee for its consi-
deration. After all, we do not lose any-
thing at all by it, If necessary, make
the necessary arrangements,

Shri Balakrishnan (Koilpatti) Sir, I
support the amending Bill. In doing so,
1 want to say a few words. Of course
the Government is doing all that is
possible to safeguard the Banking in-
dustry. Shri Kappen said when the
Palaj Bank failed, what did the Reserve
Bank do. I want to ask him, did not
the Reserve Bank come forward to
protect the depositors from a further
fall in respect of the Palai Bank by
introducing or getting together the
uneconomic small bankg with the big
banks? Did not the Government intro-
duce the insurance scheme to protect
the small, poor people, against such
difficulties?

Shri Kappen: The Reserve Bank
came in readily to liquidate the bank.

Shri Balakrishnan: Whenever the
necessity arises, whenever circumstan-
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ces arise, the Government comes for-
ward with legislation to protect the
depositors, When the Palai Bank failed
there wwas an uproar, and also fear.
Almost, people have lost their confi-
dence ip the bank so Government toock
immediate step to amalgamate small
banks. Some people say that the com-
mercial banks should be nationalised.
It the Government thinkg it fit, if the
circumstances are guch that it is neces-
sary, the Government will not hesitate
to bring in all the banks and nation-
alise them,
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The important object of this Bill is
to check the commercial banks from
indulging in mismanagement. Ido not
know whether there is a clause here
which empowers the Reserve Bank to
supervise the co-operative banks, If
the co-operative banks do not come un-
der the purview of this Bill, T suggest
to the Government to bring g similar
law to control the co-operative banks
also, I do not say that co-operative
banks ure bad; they are good, because
co-operative banks are managed by the
public. Sometimes the local co-opera-
tive banks or the taluk banks are in-
volved in too much of politics. Some-
times, unwanted elementg are becoming
directors, There is faction even among
the directors, So, the working of the
co-operative banks is not so smooth.
Therefore, if this law cannot be ap-
plied to the co-operative banks, I re-
quest the Government to bring a
suitable legislation to control the co-
operative banks.

I should like to refer to chit funda.
Mention hag been made about schedud-
ed banks, non-scheduled banks and
other financing institutiong which re-
cieve deposit from the public, but noth-
ing has been mentioned about the chit
funds, Chit fund is a thing which
everybody knows. There are some chit
funds which are really dishonest.
The major portion of the chit
funds is just fraud. Wherever the chit
fundg are promoted, the people who
promote them sometimes abscond, So,
there should be centrol over this. In
Madrag State, it seemg thay 50 per cent
of the total investment is deposited to



5739 Banking

[Shri Balakrishnanl

the Government if 3 man wants to start
a chit fund. I do not know if in Delhi
such arrangements are there. But the
Centre must take steps to control the
chit funds also,

1550 hrs,
[Mr. SPEAKER in the Chair]

Then, there are so many different
varieties and classifications of banks.
This confuseg the people. There are
scheduled banks, non-scheduled banks,
licensed banks, non-licensed banks and
so on, Then there are some other ins-
titutions receiving deposits from the
public. T suggest there should be only
one class,so that the people may not
be confused. This is like the classifi-
cation in the railways—first class,
second class and third class. The third
class is the poor man's class. So, the
people may think that the non-licensed
banks are poor man's banks. So, the
differences should be abolished and
there should be only one class.

Something has been said about
amalgamation. It is very necessary
that all the uneconomic banks are com-
pelled to amalgamate with the big
banks, because uneconomic bankg are
not able to command the confidence of
the public. Even though there is com-
pulsory amalgamation, the process is
going on very slowly. There may be
some administrative trouble, The
choice is given to the bank itself. The
choice should not be given to the bank.
The Government must insist that all
the uneconomic banks should be amal-
gamated with big banks,

Regarding deposit insurance, it is
very good for the poor people. But the
limit is very low at present, i.e. Rs.
1500. I would request the Government
to raise the amount from Rs, 1500 to
Rs. 5000, so that even the middle-class
people may enjoy the benefit.

Some Hon. Members rose—

Mr. Speaker: For the subsequent
two or three discussions on corruption,
_sugarcane price and on the Delhi Deve-
Jopment Bill, there is not enough time.
I the Minister is ready to reply....
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Shri B. R. Bhagat: I can reply, Sir,
but [ was told that the general dis-
cussion will go on till 430 and the
reply will be tomdfrow.

Mr, Speaker: I would appeal to hon.
Members to be as brief as possible.
fhrt K.+, Sharma.

Shri K. C, Sharma (Sardhana): Sir,
the purpose of the Bill is very modest,
namely, supervision and management

of the monetary and credit systems.
For that, the Bill envisages control
on non-banking institutions that ac-

cept deposits and give loans. There
is another provision for having con-
trol over credit policies. Thirdly, the
Reserve Bank has to have control over
the commercial banks. These are
the objectives of the Bill.

I do not think Mr Morarka and
Mr. Himatsingka who have to deal
with big business will take exception
to it. The point has been raised re-
garding due process of law. Asa
lawyer you know that due process
of law is the translation of lingam per
terria, the law of the land. Due pro-
cess of law is in the American Con-
stitution. There ever since 1936,
strict controls have been in  exist-
ence and exercised by the State. when
the emergency arises, over the bank-
ing system for the development of the
country and for creating employment.
America was never poor, but there was
unemployment, which endangered the
security ef the State.

Ours is a very difficult position:
As T said the other day, having a big
name does not help people. Even
great principles are no help. It is
speedy action that can help. Today
the position is that we would not go
on for long if the situation remains as
it is today, Since last year, the situa-
tion has developed that the world out-
side has taken it for granted that
India is likely to be a big prey either
to communist domination or to dicta-
torship, being guided by powers across
the sea. There is no use shutting our
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eyes to the serious menace that we
are facing today. Even on the last
-occasion we found even from the
Congress Party people organising
themselves not in a disorderly
fashion, but in a well-planned fashion,
with a view to bringing a certain sit-
uation that might help their objec-
tives. It is not politics alone today.
It is the country’s future that is at
stake. What can save it? Only big
push investment can save it. Big push
investment means investment in sgri-
culture, in industry, in creating things
that the peasant and the worker may
buy, so that the exchange of goods
may help the people to have a better
life.

I+ is .not a guestion of piecemeal
legislation. It is not a question of
‘taking power here and there to control
the credit system, to control invest-
ment and to bring aboul some im-
provement in the industries here and
there.,  But it is a big question
mark. Do vou or do you not want
India to be great and independent? Do
vou or do you not want to make it
powerful enough to defend its free-
dom?  If you stand for it, there is no
wiv out except the big push invest-
ment in industry, agriculture, educa-
fion, medicine and in every sphere of
Iife. For that, vou want great savings
from the people, You will need fuil
coniro! over the money of the people.
You will need full control over the
uctivities and energy of the peopie.
That is the only course open to India
roday. For that, I would have ex-
poevted my voung friend on the trea-
sury benches to move for the nationa-
lisation of banks. It is imperative.
There is no doubt about it; it is a
guestion of life and death, If you want
India to be independent, great, power-
ful and be able to defend itself, to
wash the shame of defeat, there is no
way out for the people but the big
push investment policy and for that
nationalisation of banks is necessary to
have the fullest control over the
s'm_:‘ngs of the people.
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Mr. Speaker. [ assure the hoa.
Member that I want India to be as
much and more than what he said.

Shri Eapur Singh (Ludhiana): He
has gone a little too far in his sug-
gestions,

Mr. Speaker: Shri P. R. Patel.

An Hon. Member: He is rot in his
seat.

Mr. Speaker: Shri D, C. Sharma.
An Hon. Member. He is also not
here,

Mr. Speaker: Then, Shri Hem Raj.

Y gRT (FIT) © T ALNAT,
ag a1 faw W wgT F v 4w &,
B HET @A FCAE | A AF AT
ZQT &, AT ACHTC @9 A1 § IN
A9g Faw AT &, fom awa ot fae
# IO faet AT | TS &F & Goq v
7 9T TZT § BIE BIZ aF] FT KeAIT
ZAT | IA B O IFT & gEae #
FATLT AT wrATT 47, IEar fEdr A
FAITE & &1 | fEET A T aew s
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FAN T79 ATAT 2|
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qr gaw w@r iy | X gwmar § fF
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Shri Sham Lal Saraf: Sir, I wel-
come the laudable objectives behind-
the Bill that is before us, It is to re-
gulate the credit system in the coun-
try. But when I examine this Bill
with this idea] I am afraid I have 1o
breathe hot and cold at the same *ime,
and I hope the hon. Minister will not
mind it.

Firstly, I will not speak in a fashion-
able manner that simply because wa
have said that we are committed to
socialism the banks should be straight-
away nationalised, because it can never
be a one-way track. A number of
things have to be done first before vou
reach that stage when the banks can
be nationalised. This is not the tuilc
i spcak in detail about if, but my
submission .s that I very much wui-
come the move to regulate the sys-
tem of credit in the ecountry. 'ihe
scheduled and non-scheduled banks
come in that orbit. What we are do-
ing is really welcome, but there are .
one or two things which I want to
place before the Government. I have &
little experience about the rural areas
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and, of cowrse, of the urban areas as
well, We very much want an alter-
nate sysiem of credit. Credit is not
available in spite of the fact that a
nuraber of financivl corporations have
been set up, a number of industrial
finance corporations are there and
there are quite a number 'of banks.
But as far as the lower strata of the
.community is concerned, no credit is
-available to them, My hon. {riend
Shri Gauri Shankar mentioned about
the rural areas. It is correct that today
vou may curb, I should say, the
undesirable wayvs of banking systems
of individuals, of financiers and of
uthers—it may be all right—but unless
and until you provide an  alternate
svetem ¢, ‘banking, an alte.nate sys-
tem of credit, the en.ire economy uof
the country will come to jeopardy.
Therelore, 1 submit aiad I request
some of my friends of the Congress
Party also that there is none who
would raise a hue and cry when the
-time will come for nationalisation of
banks. This is not the time to think
about that and to see that we may
ot be taken into a trap that ultimately
will create a financial chaos in the
country,

Sir. banking and finance are the
two subjects which are very delicate
and have to be dealt with very care-
tfullv. I need not sermonise the hon.
Minister who is sitting there. I have
not been able to sprak in some detail
on the different aspects and different
sections of this Bill, But I would cer-
“tainly whole-heartedly suppori this
smercdment that is before the House
today that this Bill be referred to the
Select Committee. Let us examine it
there and give our mind and then
oring it in a much better form. But
as far as the idea is concerned, there
is none who is against that. There are
a number of thihgs there. For in-
slance, today, there are financiers who
ure advancing finances either as finan-
ciers or, what you call, on hire-pur-
chase system where as much as 50
‘to 80 per cent interest is realised. But,
an the contrary people who get that
finance are earning much more, . I
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have asked a number of people who
say, 'Well, we welcome it because
we have no other way of getting cre-
dit." ‘Therefore, a number of things
have to be done. When we speak of
socialism, either we be in a position
to socialise all that needs to be socia-
lised or turn into a totalitarian Gov-
ernment. Otherwise, half-way mea-
sures always bring us harm and will
not help us in any way, Therefore,
my submission would be, without
taking up any other point at the
moment, that steps be taken to regu-
late the banking system with the in-
dividual banker, with the financier,
with a small banker, with a small
person or a corporation which receives
deposits and then also you have to see
how you can get the hoarded money
out, the black money out and also to
stop other nefarious activities in
which a number of people are engaged
ioday. Therefore, 1 request that this
entire matter may be thoroughly exa-
mined and may be, not in this session,
in the coming session a very well-
thought-out Bill is brought forward
before the House and then the House
agrees with it.

With these words. I hope the Gov-

crnment will accept that.
Shri B. R. Bhagat. Mr, Speaker,
Sir, I am very glad that the hon.

Members took such a great and Keen
interest in this debate. No doubt, this
is an important matter, and, there-
fore, the feelings on this subject are
bound to be very much e¢xercised.
But 1 find that the argumcnts ad-
vanced were so contradictury that
often times they cancel each other.
For example, som¢ of the hon, Mem-
bers opposite said that the control that
the Reserve Bank is having does not
go far enough and, therefore, it
would be better that banking as a
whole should be nationalised. On the
other hand, some Members said that
the power vested in the Government
and the Reserve Bank is so harsh that
nationalisation would have been
better, that instead of doing this the
Government should have nationalised
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It is quite natural that on a
there may be such

banks,
Bubject like this,

differences of opinion. But, 1 think,
while making the motion, I said very
l:leally that the purpose of the Bill

is rather positive. There are certain
sectors of the banking and financial
pperations which have got to be con-
rolled and regulated in the natioral
nterest. 1 broadly divided this into
three main purposes. Firstly, it is
the control and regulation of non-
banking deposits and a special provi-
rion has been made there. The con-
trrol is limited only to giving direc-

ons about the nature of business

1at they would undertake and they

ill have to submit from time to time

ie returns and other things so that
I{;le Reserve Bank, the Central Bank,
id in picture as a whole about the ex-
tent and the nature of their work and
they are able to direct it to the chan-

els which may be conducive to the
national interest, So, the control is
only limited to this field. Secondly,
it is the banking operations, banking
companies, where much stricter con-
trol is envisaged to the extent of
going to remove the directors or
managers or other officials—also in
appointing directors—where it is
found necessary. Thirdly, it is the
reducing of voting rights from 5 per
cent to one per cent so as to reduce
the concentration of power. So, this
rharge that the Government is
Thustling or rushing the House in pas-

ming this Bill in a hurry is not
‘true because although the amend-
ments sought are of some im-

wortance but they are of basic and
Hundamenta] importance and there
wrannot be much change or variation
in the Bill. They are not of techni-
1:al or complicated or legal character.
"Therefore, to refer 3 Bill like this
Wn a Select Committee will not
spchieve any purpose. It can only
wlelay things. It can be delayed over
w period of time which, I think would
ot be in the interest of the country
®oday. The Bill is of a very urgent
importance and, therefore, it was
thought that a motion like this should

1850 (Ai) LSD—T.
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not be referred to a Select Committee.
By referring this motion to a Select
Committee, I think, they will only
achieve this purpose of delaying this
purpose for so many months and
much harm will be done. I still make
this point rather emphatically that
this Bill is of a such nature that
much would not come out of the
Select Committee because the issues
are more of basic and fundamental
nature, Whether you have the voting
right of 5 per cent or reduce it the
per cent or not is a matter which the
House as well can decide it. Whether
the non-banking deposits should be
controlled or not is a basic question
and whether the Reserve Bank
should be clothed with certain basic
powers or not are the issues which
the Select Committee cannot but
the House as g whole can decide and
decide with the fullest knowledge
and advantage so that there is nothing
that the Select Committee can im-
prove upon it. Therefore, I want to
refute this charge that the Govern-
ment is rushing the House unneces-
sarily in passing this Bill.

Another point was raised that by
clothing the Reserve Bank with
powers to remove the managers or
directors, we are violating the pro-
cesses of law, the natural justice,
Shri Masani and some other friends
alsp tried to labour this point although
very conveniently they ignored this
fact that we have ourselves tabled an
amendment that we are giving the
right of appeal to the persons concer-
ned to the Central Government if they
are aggrieved by the decision of the
Reserve Bank. No Member who made
this point raised this although I stated
it while making the motion. Even
otherwise, the question of natural
justice is not involved because the
clause itself provides that the Reserve
Bank will take this step under cer-
tain conditions. The action will be
taken only when it is satisfied that
the actions and activities of that parti-
cular officer whether he be a director
or a principal officer or an executive
officer or any other employee, are of
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such a nature that they are prejudicial
to the interest of the banking opera-
tions and the nature of the banking
operations is such that—the House is
aware that repeatedly we have ceme
to this House with that—because cer-
tain action wag not taken in time, at
an appropriate moment, because the
Reserve Bank had not the powers or
they could not do it, that ultimately
a banking institution, the bank, had to
go into liquidation or was wound up.
Repeated instances can be pointed out.
In a banking operation, there can be
a point which can be located with cer-
tain activities of a principal officer or
a particular officer which are pre-
judicial to the interests of the bank
itself. In such conditions only the
Reserve Bank will take action. It
will follow the procedure prescribed.
Notice will be given in writing, and
the person concerned _cép' submit a
representation, and we have also given
the right to him for appeal. By
means of an amendment which we are
seeking to make, we have provided
that in case he has any grievance he
can appeal to the Central Govern-
ment. So, I do not think that
the question of violation of mnatural
justice is involved.

Then, a point was made that there
wag no concentration of power in the
banking system. Actually, Shri M. R.
Masani tried to paint a picture that a
bank was controlled by the small
shareholders only, and, therefore, the
reduction of their voting right from 6
per cent to 1 per cent was unnecessary.
If that be so, then why object to it?
If the bank is controlled by the small
shareholders, then why object to
this reduction of the voting power?
So, the two things are absolutely con-

tradictory. My point is that,
and my hon. friend probably
knows this, there are banks where

there is a good deal of concentration
of voting rights, and that was the
reason why some years ago we re-
duced that, and we provided that
whatever may be the shareholding or
controlling power of a particular group
or a particular individual, the voting
rights should be reduced to five per
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cent. That was because in the case of

an institution like this we did not
want that an individual or a group of
persons or a group of businessmen
should have disproportionately higher
controlling interest. Today, we have'
come to g situation where unless it is’
reduced still further, the tendency
for concentration will become more
and more. Therefore, when my hon.
friend admits that bankg are under the
control of small shareholders, logical-:
ly it follows that he should not object
to the reduction of the wvoting rights
from 5 per cent to 1 per cent. There-
fore, I think that that provision alsc’
is very much healthy in character

The third point which has beer -
made is that by our trying to contro
the non-banking deposits, we shall bt
controlling a large number of indi
viduals. My hon_ friend Shri Bad.
made this point. I think he is wrong.
Here, the individuals are not concer-
ned, but only the companies or firms.,
For example, a money lender in a vil-
lage is not subject to control under
this Bill :

Shri Bade: But a joint family firm:
will be controlled.

Shri B. R. Bhagat: But then, that
is not an individual but g firm. A
family firm can be a very big firm
also.

In view of the fact that there is &
large amount of unaccounted money,
and further the deposits which are con-
trolled by non-banking operations are
growing every year, and also for vari-
ous other reasons, it is necessary that
these have to be controlled in the na-
tional interest. As I said in the very
beginning, it is necessary that these
have to be controlled because they are’
affecting the deposits of the banking
companies; the deposits in the banks
are not increasing at the rate at which
they should because they are being
diverted to these non-banking institu-
tions. That is the rationale behind this
control,

Then, I come to the question of cloth-
ing the Reserve Bank with such a
power as what Shri M. R. Masani calls
as police power. I think that when any
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power is glven to an institution like
thre Reserve Bank or any other sgency,
it is quite natural for an hon. Member
who has a particular viewpoint or
ideology to object to it. But he him-
self said that the Reserve Bank has a
very good record. The House will
appreciate that the Reserve Bank has
been functioning in an exemplar— m-n
ner, 4nd it has been the rusiediin ~f
the credit and financial interest of the
country and it has done very good
work. Where the Reserve Bank has
failed or where it has got inadequate
powers is in the matter of preventing
a bank from going to disaster or pre-
venting a banking company from func-
tioning in an undesirable manner. For
example, powers are being taken now

to appoint directors. Why are we
doing s0? That is because we have
found that the observers that were

being aprointad under the present Act
were c(Tective only for a few months;
thev could discipline the directors of
the bsnking company whg were not
erstwnile considered to be very desir-
able in their working, for a few months
by their very presence, but after a few
months, of course, the observers were
only observers and therefore, the board
of directors could overrule them.
Therefore, we found that it was neces-
sary that there should be directors
who could participate and have an
effective voice in the management. Un-
less such powers are taken, the bank-
ing operationg cannot be controlled
from the very beginning. Here, I
would submit that the difference bet-
ween a banking company and any other
industrial or commercial company has
got to be understood. Banks like the
Palai Central Bank or any other bank
could have been prevented from going
into liquidation, if proper action could
have been taken at the right moment.
But because certain powers were not
there, they could not be prevented from
going into liquidation. Repeated ins-
tances could be given where because
adequate power was not applied at the
right time, undesirable banking opera-
tions could not be prevented. If ade-

. quate powers had been there, such an
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eventuality would not have arisen at
all.

To speak of nationalisution of banks,
ag some hon, Members have urged, is, 1
think, beside the mark, because only
during the last session, the House had
discusscd it and rejected it by 119
votes to 27. All the pros and cons
wore discussed thoroughly gt that time,
and the Government's point of view
had also been stated broadly that
purely from practical gnd other con-
siderations, it would not be in the na-
tional interest to nationalise the banks
just now. But Government had given
the assurance that they would take
steps  to eliminate some of the
malpractices and other things that had
come to light, and see that banking
was made to flow on proper national
lires, We have fulfilled that assurance
and we have come forward with this
Bill for taking more powers. There-
fore, if certain hon, Members opposite
say that we are clothing the Reserve
Bank with police powers and making
it 3 maiopoly, I think that that may
be werbiage or jargon only but I think
that it is not a sound analysis of the
financial situation,

The concentration of power has got
to be prevented at every step, and the
Reserve Bank has been given powers
for this purpose. I think my hon.
friend should appreciate in this con-
nection that the Governor of the Re-
serve Bank does not act on his own.
There is a board consisting of distin-
guished representdtives in whom my
hon, friend has faith, and, therefore,
the power vested with the Reserve
Bank will not be a Statist or mono-
polist power. I think that it is high
time that the Reserve Bank must
have such powers for being exerclsed
in the in'erests of the banking organi-
sations themselves in order to serve
a national purpose,

With these words.
Bill for consideration,
Mr. Speaker: The question is:

“That the Bill be circulated for
the purpose of eliciting opinion

I con»e=q the
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thereon by the 28th February,
1864.".

The motion was negatived.

Mr. Speaker: The question is:

“That the Bill be referred to a
Select Committee consisting of 15
Members, namely Shri Rama-
chandra Vithal Bade, Shri Kamal-
nayan Bajaj, Shri C. R, Basappa,
Shri P, C, Boroosh, Shri S, N.
Chaturvedi, Shri Sachindra Chau-
dhuri, Shri Kashi Ram Gupta, Shri
Hem Barua, HH. Maharaja Shri
Karni Singhji of Bikaner, Shri
T. T, Krishnamachari, Shri Harish
Chandra Mathur, Shri R. R.
Morarka, Shri Sham Lal Saraf,
Shri Prakash Vir Shastri, and Shri
Prabhu Dayal Himatsingka with
instructions to report by the first
day of the next session.”.

The motion was negatived.

Mr. Speaker: The question is:

“That the Bill further to amend
the Reserve Bank of India Act,
1934, the Banking Companieg Act,
1949 and the State Bank of India
(Subsidiary Banks) Act, 1959, be
taken into consideration.”,

The motion was adopted,

Mr, Speaker: We shall take up the
clause-by-clause consideration
tomorrow, Now, we shall take wup
short notice questions.

16.30 hrs.

SHORT NOTICE QUESTIONS
AND ANSWERS

U.S. Rupee Holdings

+
Shri Kapur Simgh:
Shri Gulshan:
SN.Q. 5..‘ Shri Prakashvir Shastri:
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Shri Yashpal Singh:
Shri Solanki:

Will the Minister of Finance be
pleased to state:

[Sh.l‘i Nath Pai:

(a) whether it ig a fact that U.S.
rupee holdings in India, in the form
of counterpart funds, now exceed
Rs. 15,000 millions, almost one-half of
the total money circulating in the
country; and

(b) if so, how the Government
assess its impact upon the home eco-
nomy and politics?

The Minister of Planning (Shri B.
R. Bhagat): (a) and (b). The counter-
part rupee funds generated by the sale
of agricultural products imported frem
the U.S.A. under PL 480 amounnted 1o
Rs. 82281 crores on 31st October,
1963.

According tp the agreements cover-
ing these imports and the rupze
accretions, amounts totalling Rs. 175
crores have been reserved for US.
uses wWhich inter alia include:

(i) the administrative expendi-
tures of the U.S. Embassy in
India.

(ii) loans, with Government of
India’s concurrence, to busi-
ness activities in India with
U.S. business associations; and

(iii) agricultural market develop-
ment activities and agreed
educational and research pro-
jects.

The balance of the funds which
amount to about 80 per cent are de-
posited with the Reserve Bank of
India and remain invested in snecial
Government of India securities carry-
ing a rate of interest of 1} per cent.
The only way in which these funds
can go into circulation is when drawn
upon in the form of long term loans
and grants for developmental projects
in India as mutually agreed upon

I



