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Singha, Shri G.K. Swaran Singh, Shri
Sonavane, Shri Thimmaiah, Shri

“Soy, Shri H. C. Thomas, Shri A.M.

° Subbaraman, Shri C. Tiwary, Shri D.N.
Subramanyam, Shri T. Tiwary, Shri K.N.

-Sumat P rasad, Shri Tiwary, Shri R.5.

“Sunder Lal, Shri Tuls Ram, Shri

Surendra Pal Singh, Shri

Swamy, Shri M. P.
Mr. Speaker: The result of the

«division is: Ayes 30; Noes 134.

The motion was negatived.

Mr, Speaker: Now I will put the
‘main motion to the vote of the House.
"The question is:

“That the Bill to provide in the
‘economic and financia] interests of
the community, for the control of
‘the production, supply, distribu-
‘tiom; use and possession of and
business in, gold and ornaments
and other articles of gold and for
‘matterg connecteq therewith, be
Teferred to a Joint Committee of
the Houses consisting of 45 mem-
bers, 30 from this House, namely
Shri S. V. Krishnamoorthy Rao,
‘Shri D, Balarama Raju, Shrimati
Renuka Devi Barkataki, Shri Bali
‘Ram Bhagat, Shri Laxmi Narayan
Bhanja Deo, Shri B. L. Chandak,
‘Shri Tridib Kumar Chaudhuri,
Shri Yudhvir Singh Chaudhary,
Shri Homi F, Daji, Shri M. M.
Haq, Shri Prabhat Kar, Shri P. G.
Karuthiruman, Shri Kindar Lal,
Shri H. V. Koujalgi, Shrimati
‘Sangam Laxmi Bai, Shri Mathew
Maniyangadan, Shri M. R. Masani,
Shri Jashvant Mehta, Sardar Gur-
mukh Singh Musafir, Shri Chhotu-
bhai M. Pate], Shri T. Ram, Shri
Shivram Rango Rane, Shri S. C.
Samanta, Shri Era Sezhiyan, Shri
Sheo Narain, Dr, L, M. Singhvi,
Shri Rameshwar Tantia. Shri Bal-
govind Verma, Shri Bhishma Pra-
sag Yadava, and Shri T. T.
Krishnamachari

and 15 from Rajya Sabha;

that in order to constitute a sit-
‘ting of the Joint Committee the
-quorum shall be one-thirq of the
total number of members of the
Joint Committee;

Upadhyaya, Shri Shiva Dutt
Varma, Shri M.L.
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Veerabasappa, Shri
Verappa, Shri
Venkatasubbaish, Shri P.
Verma, Shri Balgovind
Verma, Shri K.K.
Vidyalankar, Shri A.M,
Wadivwa, Shri
Yadab, Shri N.P.
that the Cormmittee shall make
a report to this House by the last

day of the first week pf the next
session;

that in other respects the Rules
of Procedure of this House relat-
ing to Parliamentary Committees
shall apply with such variations
ang modifications as the Speaker
may make; and

that this House recammends to
Rajya Sabha that Rajya Sabha do
join the said Joint Committee and
communicate to this House the
names of 15 members to be ap-
pointed by Rajya Sabha to the
Joint Committee.”,

The motion was adopted.

1320 hrs,

STATE BANK OF INDIA (AMEND-
MENT) BILL

The Minister of Finance (Shri T. T.
Erishnamachari): I beg to move:

“That the Bill further to amend
the State Bank of India Act, 1955,
be taken into comsideration.”.

This Bill is intended to facilitate a re-
constitution of the central and local
boards of the State Bank of India in
the light of our experience in the last
nine years, during which. as the
House iz aware, there has been an
uninterrupted increase both in the
area and in the range of the bank's
activities.

It might be useful if I give a few
details of the working of the State
Bank and its subsidiaries. . At the
end of June, 1955, when the Imperial
Bank of India was taken over and
nationalised, it had about 466 offices
and deposits of the order cof Rs. 200
crores. The other State-associated
banks which have since been taken
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over and recomstituted as subsidiaries
‘had ahout 330 branches as on that day
.and their deposits amoiinted to Rs. 75
crores. As against 786 branches and
a tota] deposit of Rs. 2718 rores at the
-end of June, 1955, the Sfate Bank and
its subsidiaries have now nearly 1,670
offices and control about Rs. T00 crores
-of deposits, excluding the PL~480 and
the PL-685 funds.

During a period of a little less than
mine years, the number of offices has
thus increased by nearly a thousand.
"The deposits have increased by more
than Rs, 400 crores. The State-asso-
ciated sector accounts today for a
little more than 30 per cent of the de-
Pposits of the entire commercial bank-
ing system, ' -

"We expect the State Bank or its
‘subsidiaries, notwithstanding the fact
that their statutory obligations have
already been fulfilled, to open branch-
es in areas in which other commer-
cial banks have not found it neces-
sary or possible to establish them.

The House will perhaps be interest-
ed to know that at the end of March,
1962, there were about 1000 towns
lassified ag such according to the cen-
sug of 1961, at which there was still
no office of a scheduled bank or even
of a non-scheduled bank or a co-
operative bank. Quite a number of
these towns still continue to be with-
out norma] banking facilities. Among
them, I believe, are places which are
important commercial centres or at
which there are district treasuries or
sub-treasuries or currency chests of
the Reserve Bank.

We have persuaded the Htate Bank
and its subsidiaries, r ess of the
strictly commercial considerations
‘that govern their opening of branch-
«s, to open 300 more branches at some
©of these and other places before the
end of 1968. H

1 have also been du;u:u infor-
mally with the directors the State
Bank that they should have branches
708 (Ai) LSD-5.
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with probably a small staff trying to
keepi.ntouchwi.thpeoplemthebig-
ger villages, and to afford them credit
facilities, may be, even in competition
with co-operative societies, and an
experiment in regard to this will be
conducted in certain selected areas
before long.

As an institution in the public sec-
tor, the State Bank is expected, at
any place at which there is an office
of the bank or one of its subsidiaries,
to offer certain basic services to mem-
bers of the general public including
receipt and disbu t of money
on behalf of the Central and State
Governments, remittance of funds ot
concessiona] rates as an agent of the
Reserve Bank, advice and assistance
to small-scale industrial units and co-
operatives, the provision of warious
facilities (such as the grant of finan-
cial accommodation or credit limits,
the receipt and safe custody &f cash
and documents and other articles) to
the smaller banks or institutions in
the area.

I cannot say that, speaking for my-
self I am entirely satisfied with the
range or quality of the services which
the State Bank has been able to offer
to the public. 1 think that it is not
a reflection on the working of the
bank but it is a feeling that there is
a lot of room to be covered.

The House will appreciate that an
organisation which has been growing
at a very rapid rate is bound to en-
counter difficulties. ~'We have recent-
ly looked into these difficulties, and
while some action is separately being
taken by the State Bank, we have
arrived at the conclusion that it would
be desirable at this stage if we could
help the authorities of the bank, by
providing for certain fundamental
changes in the mianagement of the
institution at wvarious levels.

It is obvious, for example that im
view of the recent developments, a
considerable degree of decentralisa-
tion of functions and responsibilities
wil] be advisable. We are thinking
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now of creating a larger number of
local head offices. There are at pre-
sent four such offices at Bombay,
Calcutta, Madrag and Delhi. The Act
itself does not bar the creation of one
or two more local head offices, but
there is an implied restriction on the
establishment of more than six local
head offices, as the law now provides
only for six representatives of the
local areas on the Central Board of
the bank,

We are removing this implied res-
triction. We are providing also in the
process for the reconstitution of the
Central Board in such a manner that
while each local area or board will

have a representative on the Central -

Board, as many local head offices or
local boards as may be necessary may
in future be constituted,

The powers of the local boards are
now greatly restricted. Loans and
advances in excess of Rs. 5 lakhs have
to be reported to the Central Board
or can be granted only with the
prior permission of the Central Board,
and in regard to appointments and
some other important items of busi-
ness, the local boards are generally
not allowed to take any final decision.
We are proposing in future that ex-
cept for certain matters which can
be conveniently dealt with only at
the central offices, the bank’s normal
business: should be disposed of at the
new local head offices. This will help
very greatly to eliminate delays, and
there will, I think, be an all-round
increase in efficiency.

The local boards attached to the
local head offices now have four
members, consisting of three who are
nominated by the Central Government
and one representative of the chare-
holders registered in the local area.
In view of the additional responsi-
bilities which are proposed to be en-
trusted to the local boards, we are
providing in this Bill for increasing
the number of members from four to
eight. We hope that the important
non-official residents in the new local
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areas will be in a positiefi to offer the
beneflt of .their guidance and advice
to the bank as members of the recon-
stituted locajrboards.

I do not mjend to deal with the
other provisions which are of a minor
and consequential nature, except to
mention that by clause 11 of this Bill,
we are extending the term for which
they could offer loans to commercial
and industrial institutions, from sevemr
to ten years.

I should like to say, however, be-
fore 1 conclude, that the record of the
State Bank, as mentioned before, even:
independently of the statistics which
I had guoted at the beginning of my
speech, is quite an impressive one.

The bank, while adhering to owmr
banking traditions and principles, has
never ceased during these years to
recognise the importance of various
development programmes. It has
played a notable, and perhaps un-
precedented, role in popularising
banking in hitherto neglected areus.
It is assisting industrial development.
Nearly three-fourths of the bank’s ad-
vances are for industrial purposes,
and about 30 per cent of the advanc-
es are for the promotion of basic in-
dustries such as iron and steel, heavy
eng‘meerl.ug. fertilisers and cement.

In connegtion with such schemes as
purchases of jute for the buffer stock,
the purchase and distribution of
foodgrains by the State Governments,
the bank is rendering valuable assist-
ance. The bank has been striving
consistently to promote small-scale
and mediym-sized enterprises in the
industrial , though there is much
room for further advance in this
direction, 'In several other ways, such

as the introduction of travellers”
cheques apid credit transfers and ins-
talment’ it systems, the promotion

of defence industries and the zrant

----- State
Bank has a pioneer and has pro-
vided an 'example to other banks to
fpllow.
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I have no doubt that with the
changes that we are now proposing in
this Bill," which will to some extent
help in decentralising its functions
ang in providing for the quicker and
more efficient disposal of business,
the bank's contribution towards eco-
nomic development will be much
greater and far more effective.

Sir, I move.
Mr. Speaker: Motion moved:

“That the Bill further to amend
the State Bank of India Act, 1055,
be taken into consideration.”.

Shri Hari Vishnu Kamath (Hosh-
angabad): How much time has been
allotted for this Bill?

Mr. Speaker: One hour,

Shri Hari Vishnu Kamath: That
means that this Bill will go _ on till
about 230 or 215 PmM., and at 230
M., the non-official business  will
l!.a.rt. Does it mean that the discus-
sion on the motion regarding the re-
ports of the University Grants Coum-
mission will be postponed? Or are
we sitting tomorrow?

Mr. Bpeaker: We are not sitting
tomorrow.

Shri Prabhat Kar (Hooghly): 1
welcome the provisions of the Bill,
which I think is a belated one. In
view of the increase in the number of
branches, the changes proposed in the
Bill should have come earlier.

‘While welcoming the Bill, I also
agree with the Finance Minister that
=0 far as the record of the State Bank
of India is concerned, during these
nine years, its record has been com-
mendable, The opening of branches
in areas where there have been no
banking facilities so far is one of
the most important things “which the
State Bank has done,

In this connection, I would like to
stress one point which the hon.
Minister has stated, namely that the
private sector banks have not found
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it necessary or possible to open
branches in such areas. Rather I
would say that so far as private sec-
tor banks are concerned they are not
interested in the development of bank-:
ing in this country and that is why
they did not open branches in areas
which have not yet had the benefit
of banking facility. The hon, Finance
Minister states that there are about
one thousand towns where there is no
office of a scheduled bank, nor even a
non-scheduled bank. I would like to
place before the House that today out
of about 1,732 places where we have
got banking facilities, in about 1,000
towns there are no banking facilities
except those provided by the private
sector. This will give a clear indica—
tion as to what benefit the common
citizen in this country will get i bank-
ing is within the public sector. Ours
is a vast country where we have got
up till now only 5,117 branches all
over. In this vast country when we
are talking of gold control, when we
are talking of investment of idle
money, it is essential that banking
facilities should be rather expanded.
‘That is possible only if the public sec-
tor expands itself. The record of the
State Bank of India shows that in the
course of nine years, from 466 bran-
ches the number has risen to about
1,500 branches. The tota] for the
private sector is about 1,670 branches.
Under these circumstances 1 would
again remvind him that the working
of the State Bank of India has given
a clear indication that it is necessary
to provide proper banking facilities to
the people. It is necessary that bank-
ing should be nationalised.

13.30 hrs.
[Mr. DerUTY-SPEAKER in the Chair]

In this connection I have some other
things to point out, so far as the
working of the State Bank is concern-
ed. Of late the employees have been
putting forward the demand for
nationalisation of banking. Some
view was put around the country that
the working of the State Bank and
the services of the State Bank are not
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upto the mark I would just wish the
Finance Minister to take into account
the difficulties the clientele are ex-
periencing because of the procedure
followed by the State Bank of India
and which, I hope, may, to some ex-
tent, be minimised by this new addi-
tion of some more local head offices.
Even then the procedure should be
s0 liberalised that the client may not
find it difficult to encash or to get
services from the State Bank of India.

In this connection also I have to
point out that so far advances to the
small traders and industries are con-
cerned, the State Bank of India has
not come up to the mark. It is ex-
pectedl that in view of the opening
of the branches in small towns and
rural and semi-rural areas small
traders and small industries will be
helped. To that extent the State
Bank of India has not been able to
fulfil its obligations. I would request
that in this matter the Finance
Minister should see that the State
Bank functions properly particularly
to help small trades and industries
in this area. Otherwise, the opening
of new branches will not serve any
purpose. Therefore, these branches
should play a very effective role In
developing the industry and commerce
in the local area which is part of the
obligation of the State Bank of Indla.
1 would request that this may be taken
into consideration.

So far the increase of local boards
is concerned, it is necessary in view
of the fact that more power has been
given to these boards. In this con-
nection, I want one particular point
to be placed before the House for
the consideration of the Finance
Minister.

Today we have the State Bank of
India and also the State subsidiary
banks. The overall management Is
controlled by the State Bank of India.
The Board of Directors of the State
subsidiary banks and the State Bank
of India are common and perhaps the
more important office-bearers like the
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Chairman, Deputy Chairman and the
Managing Director of the State Bank
of India are also the members of the
subsidiary banks. The policies follow-
ed in the State subsidiary banks are
the same as followed in the State
Bank of India. Under the circum-
stances the propriety of continuing
one as the State Bank of India ana
another as State subsidiary bank may
be considered. There are places
where the branches of the State Bank
of India are competing with the State
subsidiary banks. With the same
policy being pursued, these two are
competing with each other. Earlier
we had suggested that the State sub-
sidiary banks should be merged witn
the State Bank of India because we
thought there was no need to continue
these subsidiary banks as they are
also following the =ame policy. But
now 1 feel that in view of the parti-
cular names attached to these State
subsidiary banks they have an In-
fluential role to play. For instance,
in the State of Hyderabad the State
Bank of Hyderabad is more popular
than the State Bank of India there.
By State Bank it is meant State
Bank of Hyderabad, in Hyderabad; sv
also the State Bank of Mysore 1In
Mysore, and the State Bank of Tra-
vancors in Travancore where State
subsidiary banks are considered to be
more important and therefore they
have a more effective role to play. In
these areas the branches of the Stawe
Bank of India should be merged with
the State subsidiary banks and there
the public sector should function as
the State Bank of Hyderabad or State
Bank of Mysore, or State Bank of
Saurashtra or State Bank of Travan-
core.

Today when we are talking of iIn-
creasing the number of local head-
offices we are thinking in terms of de-
centralisation. The overall control
will be by the Central Boerd. If the
branches of the State Bank are mer-
ged with the State subsidiary banki
because of their importance derlved
from their names attached to them
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even then the State Bank of India will
be able to control them. Central con-
trol by the Central Board will be
helpful. For that reason, I would
like the hon. Finance Minister to
consider this aspect. Regarding in-
creasing the number of local head-
offices, it has become unwieldy today.
At the time of the Imperial Bank of
India there were what were called
circles—Bengal circle, Bambay clircle
and Madras circle. Now there are 3 or
4 circles. Bengal circle composes of
‘at least six different States. In the
same way Bombay circle has 4 diffe-
rent States and Madras has another
four. It is necessary that in every
State there should be one local head
office. Apart from that, in those areas
where subsidiaries are more predomi-
nant than the State Bank, the branches
of the State Bank of India should be
merged with the subsidiaries. This is
a suggestion which is slightly different
from the one we had made earler.
So far as the present amendment is
concerned, it is welcome. I hope the
hon, TFinance Minister will give
thought to the points that have been
suggested so that another amendment
may be made in order that a compi=
tely integrated State sector in the
banking industry can be developed.

=t vgam ey (o) oAt
SWTT F1T T uF w97 Jorav & o at
T TSTTFCT AT TR | T A T
v g fa=rT 7 € A @ A gR
gt arfgd | wrwaw § faes
TERE & W 9T FHE T/ E |
qTEAY ¥ wigde A%t g ®wK ofeww
FezT @t & | T FT I® TF qTes
- oy qeEe & w0 dfe0 g
wTeaz §927 T g1 § WL ¥ A T
Fga H & fod fegena & wiw a2
T3 4% wrgae ¥wex ¥ g, ¥ q9w
dwew &F, dg7 9%, 97 W6 e,
gATEEE FTAE §F WRAF AE ISR
g i 7&a 3% § fow & grav wfasac
FjawT g7 § | WA W gw A
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fergeare & wTede dweT A AT A
T *t wTede 3 off g wiifs
T g ATEAT AveT @y § & e
iR ¥ fmrmgfrme e i fs ov
FEM A FEETIF WA 1 T FT wT
g € f5 o1 Fa o gt § @
faar &% & aw @ 7 "w

WX WY 2 o7 =BT A F g g
ot s feegema § o Afer S
AT FraT § A WgEe a1 F g
1wt aede ¥ o g @ 1 ¥w
faz e =gt 97 #1 sy giaar o
et & 1 & o7 w7 OF SIE ) A
s fe wror ore w1 goat 7t wEew
frARAT IR R E 1R T
€ W7 &7 L &5 TaT A4 W) W)
TE = 1 FifE a7 wieew 35 & 1
Ao 99 | ATET §1 AT LATH &Y, 59 ¥ 97
&1 F1§ 7o 740 | AfFw qge 9%
7% A1q HiwaT § 6 9 qArer A g
=1fgd 1 7 ol ag e &7 sameT A
waveT wgferm o } Wy @ ¥
IE 1 A FOLT FET §, IV AT
EIIT FIAT | TR IF ¥ 7w T1@ 7
vy T fF Sy s ST @ ar ARy
Tt BT IF W afemeq A J7 q
qam o aTen A @ ¥ oo
AT F 1 GEETEI A1 AT A1gA2 FHTH &
gU @hT & I &Y S ¥ dar aww )
sTEAe ¥wT WX ofews ¥weT ¥ ag
FT A ITT AT | TEHe T H
hfugfea giar &, arg § @q ¥ F
wfq OF SE T WIEA T g, WA AT
& 78 o wraAT EN 8 ag swvaT W
SATET HTET EH FT TST A |

wree & AT e § e o aw
ZH WTEaC AT ¥ fagra #1 &HT
O § o= aF gw fawe qEraeT &
fagTr 1 @FTCEQ §, 7T 7% g9 A7
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O aTa G 7 FE ¢ fegema
¥ R 4% g, sWTReT &F
FroAE 37 §, T A TE § 1 6 9830
¥ 3T T SR 43 4 faw w1
@@ W ¥ @ oy | fggeaa W
HIATEET W FOT §og 99 g T |
I FAET & 9830 F qEE AT Y,
S FATY THIAAY & 9830 H oY, WA
g gFTHT gAvd A & ) 9w H aa
afwada & mr § 1 3@ for & s
fafre aga ¥ o8 fadas F4 Jgan
g f5 @fF1 g sfaum qman
STy FiTH 3¥ q6T #7 gyg AT TwTE |
&% ) 77 gn ¥ = & fr femgmma
FY qETAHT T g & Ay v & =i
ot ¥FFT gTETEd FfAwa g SW F
fary 7 s T gy frag a fr
AT FT LT ZAT 0T AT ALY,
ST FR AT aifgd ot 99 #T /| w9
gawm g

7 &1 gAEl & arg § F7A7 TrEar
g f& o 15 fageara & wrEde W
1T afsem; Fw JMT §, 9T T AT
a5 faaes gwY 8, @9 oF WEEe
IR TH I A1 g1 fed | < fggen
e IFma N IFsASF I
T AT § | T qF FOYLT G
grr, v 75 o9q ¥ wat 7 e
o9 TF BYS FTH W FT T T4 T |
ar sferr fF s Mz g &1 R
OF &Y EHH G W I FT q@TH qYAr
ST AT FT § To FTHIE A1 T a
Y TS F1FAT TIAT FH HTHE GHIT
& 7 &, ¥ W AW ar g
it aY fae sferdas gem WX g
ST FTE HYAT qTATT @ @ § |
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TET THTT HIL TRA ¥R T HIT qfedts
YA TG AT gH argw ) Forwr &
FATT ¥ FqTST Agferae R, saTa
SR WIW faenT, v 99 &%
H Smdq

st & F af) Fgen g g o dfer
rd T afal g @@ ¥
ITYR qAT & FWIF 3¢ At F og=e
fegen #t mfas feafa ¥ ofad
& TFT € 1 g AfHT q Ay far ¥
far=me amar wnfgd wi< d=ay wfga v
qRTIY & Joaw F e, Wi Y
wrfas @amaar & fod w1 gara a=i
FIAGIFATY

Shri V. B, Gandhi (Bombay Cen-
tral South); 1 wholeheartedly sup-
port this Bill except in one respect,
and that is in respect of Clause 13 of
the Bill.

We here have before us a story of
great achievement and progress, and
we ought to help this Bank with the
provisions of the Bill that the Bank
has asked for. We ought to help it
to create a larger number of local
head offices, we ought to help it to
bring about changes in the composi-
tion of the local boards and also of
the Central Board, we ought to help
it in making it possible to invest the
local boards with additional powers,
so that they can act more efficiently
and expeditiously.

Clause 13 is about the Auditors
Report that the State Bank of India
is supposed to submit to the Central
Government. The amendment in the
Bill seeks to substitute words *“true
and correct view” by the words
“true and fair view”. In order to
understand the significance of the
change desired, I think I had better
read out the actual text of the kind
of report that is usually sent by the
Auditors to the Government. I am
reading from the Auditors' Report of
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the State Bank for the period ending
31st December, 1962, It is a report
to the Government upon the Balance
-Sheet and Accounts of the Bank as
at 31st December, 1962 and this is
the text of the report:

“We have examined the above
Balance Sheet and the Profit and
Loss Account and report that in
our opinion the Balance Sheet is
& full and fair one containing all
the necessary particulars and
properly drawn up se as to exhi-
bit a true and correct view of the
affairs of the Bank.”

‘These are the words: “true and cor-
tect view of the affairs of the Bank".
The Bill seeks to change these words
*true and correct view" to “true and
fair view”. 1 think we ought to
consider this rather carefully before
-we agree to such a change, After
all, the State Bank is a Government
institution and the Government
<hould not be the first to ask for any
leniency or any watering down of
‘the requirements about strict auditing
Teport.

We should not forget that the State
‘Bank is a banking institution, a credit
institution and its reputation should
‘be the breach of its life. I should
<think that in such matters the banks,
like Caesar’s wife, should be above
suspicion, I do not know whether
anywhere in other countries this very
customary—I suppose it is custo-
mary—form of the auditors’ report is
thanged in the manner that it is
sought in this Bill. I should like to
be informed on that point. I still feel
‘that the State Bank, which is a Gov-
ernment institution, should not be
the first to ask for any leniency.

Shri Gauri Shankar Kakkar (Fateh-
pur): Mr. Deputy Speaker, Sir, as a
matter of fact, the controversy about
the nationalisation of banks which’
has arisen recently has nothing to do
with the present Amendment which
is before the House.

One thing is quite clear with
Tegard to the working of the State
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Bank. In rural areas and in tehsil
headquarters the branches of the
State Bank have now been opened.
But the working of these branches
is still not so popular with the vil-
lage folk. They have no easy acces-
sibility and they have no facility for
having transactions with the State
Bank. It has become very clear
especially with the growth of Co-
operative Credit Banks, which are
non-scheduled banks, mostly in rural
areas. These Banks are linked with
other credit institutions and as a mat-
ter of fact they are giving a lot of
facilities to the  people living in
rural areas, where they have got
large-sized co-operative banks and
then there is the District Co-operative
Bank also. These are the institutions
which are giving the banking know-
ledge to the people living in rural
areas. They are giving the maximum
facility for banking transactions in the
rural areas. As a matter of fact, they
are the pioneers in this respect that
they are giving lessons on banking to
the rural people. I agree with my
hon, friend, Shri Raghunath Singh
that it is high time that a sort of
Commission is set up to go into the
working of various banks in the coun-
trv.

Sir, I find that in the case of the
State Bank, the employees and the
agents who are at the helm of affairs
are all the time of the view that they
are the least concerned with the pro-
fit or the loss of the bank. I can say
with figures at my command that the
branches which have been opened in
_different parts of the country are run-
ning on huge loss, because the people
at the top have nothing to bother;
they have the funds at the Centre
which is meeting the losses. Why are
they running on losses? The first
reason js facilities are not given to
ordinary depositors. Secondly, I have
noticed a lot of difficulty in the en-
cashment of cheques. Thirdly, strict
measures are adopted in the case of
identification, especially of the poor
villager who happens to go to the
bank. With the coming up of blocks,
even the petty amount of Rs. 40 or
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Rs50 is paid through a cheque to be
encashed in the State Bank ‘The
villager has to go to a lawyer or ap-
proach some other depositor. Some-
timés, one depositor is not sufficient
for the purpose of identification; two
identifications are reguired. This
creates a lot of harassment and incon-
venience to the villagers.

In addition to this banking func-
tion, these branches are not coming
forward to finance the small-scale
industries. I have seen that their
procedure is so complicated that it
is very difficult for any small-scale
industry concerned to comply with
the conditions prescribed with the
result that they go to other credit
institutions.

My suggestions, in the end, are that
there should be an attempt to popu-
larise the State Bank and that the
branches in the rural areas should be
linked with other credit institutions.
‘What is the necessity of opening a
branch of the State Bank in the rural
area, especially when the co-operative
banks though they are non-sche-
duled are actually meeting the needs
of the rural areas and are also giving
more facilities? There is no risk now
for the co-operative bank .at the dis-
trict level or at the tehsil level. There
is participation from the State and
also there is a regular audit; there is
also regular scrutiny by the Reserve
Bank of the India every year. There
is no risk in supporting these co-
operative banks especially when there
are huge depositors coming from the
rural areas. It is high time for the
Government to think in terms of
nationalisation of the banks. It is not
merely the number of Directors who
are running the bank; it is the num-
ber of depositors who really count:in
the running of the bank. In their in-
terest, this is the proper time to come
forward with nationalisation of the
banks in the country.

Shri Joachim Alva (Kanara): Sir,
1 beg to support this measure moved
by the hon. Finance Minister, about
whoni vur beloved late Prime Minis-
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ter is once reported to have said as
one of his ablest Finance Ministers.
But I do not want to rely merely on.
his ability, though we respect the-
opinion of the great Prime Minister
that he was been one the ablest Fin-
ance Ministers. However, I would like
him to humanise the banking system:
in our country. The banking system.
has to be humanised, if it has to meet.
the needs of the poorest man in our

villages. This is not achieved by

appointing more Directors, who are
bada sahibs and who continue to work
in the tradition of the banking system:
started by the British. Our banks:
are not at all liberal like American
Banks. The American Banks are
well-advertised and any ordinary
man can go to a bank and get his
cheque cashed withiout any difficulty
1 have seen this in New York. But
we are still under the British system
of banking, administered by bada
sahibs, especially when the Indians
have not yet substantially rcached
the highest jobs in any foreign bank

in India. So, it is very necessary that
our banking system should be
humanised.

14 hrs,

In 1954 we had 9,670 million rupees
deposits of various types in India. In
1961 we reached the figure of 19,50¢
million rupees total deposits of al
types. All the banks in the private
sector, for which my hon. friend, Shr
Rabhunath Singh, held brief, amn
making fabulous profits. While the
deposits have increased, what abou
the employees? They have no quar
ters to live. 1 must pay my tribut
to Shri C. D. Deshmukh for startin
the system of building decent quar
ters for the staff when he was thi
Governor of the Reserve Bank o
India. Today, if you go near the By
cula Club in Bombay once owned b
Europeans, wherein no Indians or dog
were allowed, you will see that plac
full of quarters for the Reserve Banl
employees. That is a model for al
banks how to have living gquarter
for all employees of all bank
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private . or public. That is woe-
fully neglected. It is no use
merely passing from one side to the
other or the directors to be changed
or the managers to be changed or
have a number of branches unless we
humanise our banking system. At
present it has no soul. [ am an MP.
from Karwar where in a small bank
I had an account to be utilised du-
ring my tours there. I issued a
cheque for Rs, 150 in favour of a boat
building co-operative society but it
was returned. Then I though that I
had no money there atall Ifound that
1 had Rs.110; my cheque was returned
for want of Rs40. I went and closed
my account there and started it at
the State Bank branch. If that is
how they treat an M.P. you can ima-
gine how they will treat the poor and
illiterate people of our country.
These private bankers have made
enormous money. The promoters of
this particular bank charge premiums
for admission in medical and other
colleges. I say that we must put
down ruthlessly bankers who are
treading in the other peoples’ busi-
ness. I have got a lot of experience
of British and American and Indian
bankers in our own land. I had an ac-
count in the National Bank of India
long time back when 1 was a flourish-
ing publisher and when it did not
honour a check issued on the Reserve
Bank of India, my salary cheque,
when it automatically did not give
me the money for it, I closed down
my account. But I must pay a tri-
bute to the then British manager,
Mr. Moore. He rang me up and asked
me why I closed the account. The
Bank wrote several times enquiring
as to why I closed the account; but T
sent no reply. These may appear to

be small things. But wunless
banks are humanised they serve
ne usefu] Ppurpose. Banks are

not meant only for rich men and
newspaper lords so that they may
give money to them to run news-
papers. My paper the Forum was
carrying on a vigorous fight against
the British in the Quit India move-
ment and it would have kept going
on if at a particular moment at
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could have got an overdraft of about:
Rs. 20,000 from my bank. The great:
weekly collapsed for want of timely-
assistance. Banks are meant for help-
ing everybody including newspapers:
and the poorest villager. But the:
poor villager is asked to produce three-
types of guarantee in order to get a
loan on his paddy. All these rigours:
must go. Unless the State Bank of”
India is going to humanise the-
machinery, it is not going to be of’
much use.

I shall close in a few minutes, Sir.
Unless we humanise the banking sys-
tem and unless we provide housing.
for the empioyees, small traders and
poor people, we cannot build a social
welfare State. I want the .Finance:
Minister to do this. He is a very able
man who can handle the finance as
a magician handles the strings with
his fingers, Most of them officers sit-
ting there in these banks have no
human values. If they do not have any
haman values, if they do not care for
others’ sons and daughters but just
take care of themselves, what is the-
good of a bank in the public sector
or private sector? The LIC gives
loans at 7.5 per cent to build houses.
Who can build houses at this rate of
interest? The Government and the
LIC are doing precious little about
housing in the villages, towns and
large cities. Unless Government
comes forward and gives every faci-
lity to people to build houses, it is no-
use saying that housing has high
priority. ‘The LIC is doing precious
little for this. The top officers are
getting the best amenities for them-
selves and they say to each other you
help me and I help you. I went to
Nairobi and T found the largest bull-
ding there was owend by the LIC. I
wrote a note to the local Manager
there about some imperfection in the
front of the building; I have not got
a reply from him. If he does not
care for an MP, will be care for any
other ordinary person? 1 want the-
Finance Minister whom the late Prime
Minister referred to as one of his
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.ablest Finance Ministers to humanise
the system. It is no use increasing
-the number of branches if these bran-
-ches are to be staffed by soulless
.men, men who know no human
wvalues, if the banks have only to
.amass fabulous fortunes. I am fini-
shing, Sir, There should be facilities
for needy people to take out easy
doans, for such poor people who come
from the villages, and towns. 1 hope
the Finance Minister will be here for
a long time more and he will see
that this system is humanised and our
banking system becomes something to
be proud of by everybody, by sus-
#aining the goodwill of all people.

‘Shri Warior (Trichur): Sir, I have
‘got one or two observations to make,
There are three processes now going
«on in respect of banking; ligquidation
-of banks, for instance, Palai and
other banks which have collapsed;
‘the other is the amalgamation of the
smaller banks into bigger units and
the third is taking over of the small
‘banks by the State Bank of India
-and its subsidiaries. Why should the
-smaller banks come together and be-
~-come big banks so that they can ope-
rate in the private sector? Why can-
‘not the State Bank or its subsidiaries
of the State Bank take them over, all
those banking concerns which did not
stand on their own legs? Even big-
€er units may find in time that they
could not stand on their own legs.
‘Why not take them over—not all of a
sudden—but by a gradual process so
that the banking industry is on the
whole put on a rational basis and ins-
-pires confidence in the public. For ins-
tance, the Travancore Bank has taken
over several banks. There are cer-
tain inherent difficulties in the amal-
pamation process. The employees are
there. Some of the employees want,
-all of a sudden, to get promotions
over and above the service of already
employed people, That cannot be
done., But there could be some pro-
-cess of integrating them without crea-
ting any heart burning. That was
-done when the States were integrated
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formerly. The present cadre will be off
after some time and a new cadre will-
be coming but it will be the cadre of
the State Bank itself or of its sub-
sidiaries. It is only a question of
transitional period. The main thing
is that there should not be any tying
up of the credit channels especially
in the small towns and villages but
that is what is actually happening.
Big banks are becoming bigger and
bigger by swallowing smaller units
and they are concentrating—the
Finance Minister also said exactly
the same thing—in the bigger, indus-
trial and urban areas whereas the
smaller banks which had been ope-
rating in the rural and semi wurban
areas are now being liquidated or
taken over. If by taking over, the
number of branches are minimised or
reduced, then the ordinary credit
channels which had been operating
all these years are dried up. There

is great necessity for rural credit.
Rural and semi wurban areas .also
should prosper. The small banks

operating in these areas should be
taken over by a gradual process by
the State Bank so that there may not
be any room for the other banks to
come in the way of operating in rural
parts. I do not know how the mixed
economy is coming in the way of
bank nationalisation. Mr.Raghunath
Singh said so. Even capitalist eco-
nomies have nationalised banking.
France has nationalised banks; Italy
has done it. In an economy which
claims to achieve socialism, the
first thing to be nationalised {s
the banking industry, That is
the first essential condition for
building up a socialist society.

I hope the suggestions I have put
forward would be considered by the
hon. Minister.

Shri T. T. Krishnamachari: Sir, I
am most grateful for the general wel-
come that the objective of this Bill has
received in the hands of hon. Mem
bers, That is as it should bLe. I
have not got much time to reply in
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detail to the various criticisms which
have been made, which are wide and
sometimes outside the scope of this
particular measure, Mr, Kar has
been speaking about integration of
the subsidiary banks with the State
‘Bank. There are two ways of doing
‘this. Ome is to allow the subsidiary
‘banks to grow themselves. Another
thing is to integrate them. Both of
them present certain difficulties. At
the present moment, it is our intention
to keep the subsidiary banks on their
own and try to develop them.

The point mentioned by Mr Warior,
namely, the question of amalgamation
of smaller banks with the State Bank
might be tried ewen with the subsi-
-diary banks. I can tell him from my
experience that in many cases when
there is a prospect, of amalgamation,
the Reserve Bank refers the matter
initially to the State Bank or to its
subsidiary, banks. But when the State
‘Bank considers the amalmagation not
suitable or profitable or even wise,
then an invitation is issued to the
other banks. The main considera-
tion so far as the Reserve Bank is
concerned is that the depositors’ in-
terests should not suffer. In fact, if
a bank goes into liquidation, often-
times, a bank which can pay a rupee
for a rupee pays only 10 annas for a
rupee. I have had certain cases
examined recent]y' where probably
it the amalgamation had been
effected T or B months earlier, the
depositors would have been benefited.
That is he main criterion. If the
State Bank which has an autonomous
character, does not want to enter into
a deal, we leave it to the other banks
to go into it, failing which, the bank
goes into liquidation, with a lot of
suffering to the people who are pogr.

Therefore, this matter is being cons-
tantly examined, whether it would
suit an area to have a subsidiary
bank functioning or it should be inte-
grated. The position would certainly

become more important later on, as -

we open a number of circles. Often-
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times circles which may cover a parti-
cular State may also be notemi.nl._u
with the area of operation of a parti-
cular subsidiary bank. In fact, I have
been told by many people that they
get better facilities from the subsi-
diary bank than even from the State
Bank.

The fact mentioned by Mr. Alva is
certainly pertinent to this issue, viz,
the question of humanising our pub-
lic sector institutions. With all the
calumny that we heap at the head of
the Government officials, I must say
that in my experience, the younger
official who comes into the Govern-
ment, the new TAS officer and the
other new people whom we recruit,
have a sense of oneness with the peo-
ple. Our public sector institutions
have not yet developed it. It is unfor-
tunate that it is so. I think the IAS
at least has some tradition and it
carries on. 80 per cent of the boys

coming into the IAS, etc. are very
good. We can inculcate the same
spirit in the officers of the wvarious

public sector institutions. I have no
doubt that the procedure in regard
to issuing a cheque or in getting a
small overdraft in the State Bank is
still cumbersome. I do not mind con-
fessing that my account is not very
big, but at the same time, I prefer
to keep it in a private bank, because
I can cash my cheque quickly. If it
is the State Bank, unless I go myself
and I am recognised, it cannot be
done so quickly.

Shri Warlor: Is it not a reflection on
the working of the State Bank?

Shri T. T, Erishnamachari: True.
But there is a certain amount of red-
tape which should be removed. The
present board are trying to see that
the new officers that are coming are
better stuff. As I mentioned earlier,
the State Bank officers must get their
training in the villages. We can even
start a one-man bank where these
officers getting Rs. 400 or Rs. 500 are
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going to work for two years,” rub
shoulders with the people and then
they will get the same spirit as the
IAS officers who work in the villages
and with the people. It is very ne-
cessary and therefore, 1 value that
remark made by hon. Members very
much. I think that also applies to
some extent to what Mr. Raghunath
Singh said.

- I agree with Mr. Warior that in
this question of amalgamation, we
should be very careful to see that the
sources of credit available to the peo-
ple do not get dried up. That depends
largely upon the state of the bank
itself. If the bank is bad and the
“depositors are losing money, there is
no other way. That is the main
factor i.e. safety of the depositors’
money rather than the services one
has to render. That is why I said
we should always keep the State Bank
and its subsidiary banks. Naturally
the subsidiary banks will grow and as
they gain experience, they should
have a much bigger coverage, so
that the service facilities which are
available, even if the small banks
disappear, should be maintained.

Then I come to the amendment of
Mr. Gandhi The amendment in
clause 13 which alters the word
“correct” into “fair”. This follows
the amendment of section 227 (2) of
the Companies Act where the origi-
nal word “correct” has been changed
into “fair”. The reason is that it has
been found that it is creating practi-
cal difficulties for the auditors and
therefore the word has been changed
in the Companies Act. The Banking
Companies Act and the other Acts
connected with bank; also follow the
same pattern. That is why this
change has been made because of
practical difficulties. It is not some-
thing new. It is merely bringing in
in the legislation covering all com-

" panies and banking companies under
one particular pattern.
am unable to accept Mr. Gandhi's

Therefore, I -
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amendment. I hope he will forgive
me.

Lastly, I realise that the State Bank
and the new board will have to be
popularised. They will have to have
a better popular representation. We
are attempting to see that it is broad-
based. I think the new boards that we
afe going to have which may start
with 7 or 8 mémbers but may have
later on 12 members, would have a
much wider coverage of people who
are interested in the public. Even
the depositor, the man who uses the
bank, could probably be on the board,.
s0 that the attitude of the bank would
be more human than what is supposed
to be now, as my friend, Mr. Alva
mentioned. It takes time, but it is
‘one fact that we have to recognise.

The hon. Member referred to natio-
nalisation of banks as the first step
in nationalising the entire gamut of
private enterprises. I hold the other
way; I hold it is the last thing, French
and Italian examples are of different
kinds. They have not been nationa-

lised for nationalisation’s sake, but
for other considerations. All Italian
public enterprises have come into

being as salvage operators rather than
as something which had to be natio-
nalised. French banks had been
natiommlised, because nobody knows
which are the banks which are
nationalised. They are run in the
same way as banks and not as offi-
cial institutions. My trouble is this.
It is all right, we have trouble with
labour., Somebody asked about the
costs in regard to our ewports. The
costs go up merely because our pro-
ductivity is not going up pari passu
with the increased wages. I am af-
raid the higher echelons in the ser-
vices of public sector institutions are
not responding even to the extent
that labour is reponding. Unless
there is orientation in the higher
echelons in the public sector enter-
prises, that they are public servants
in the same way as IAS, TPS or IT
officers are, I do not think these pub-
lic sector enterprises can really sue-
ceed.
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But it will take some time for them
to get that idea. There is no point in
somebody protesting and saying the
Minister says we are not doing very
well, so we will go slow, Of course,
if they go slow we know what to do
with them. The higher echelons will
not get the treatment the people
‘lower down get. They will get g lot
of consideration. If the man above
wants to go slow, the law will take
its own course. But these are the
-difficulties in the way of any quicken-
iing of the public sector which we have
-to reckon with,

Therefore, 1 assure the hon. Mem-
‘bers that to the extent that it is
possible for them to carry these pub-
lic enterprises, either directly or
‘through the Reserve Bank, they will
do so. But it is the spirit that has to
move the country today, namely, {hat
all these enterprises are there to serve
the public and not to serve their
own use. Hon., Members referred
about housing of the employees in
these sectors. But how many people
in this country are without roof? We
‘have to consider them first. —#s a
‘matter of fact, if we isolate these
factors and encourage them, then the
bank will only be for the bank ser-
vants and the Government will be
for the Government servant and
-ultimately Government will be only
for Ministers. If the Government
‘exists for Ministers or Goveroment
exists for the Government servants
and banks exist for their superior ser-
-vants, then there is no question of
-public sector. We have really to re-
orient our ideas in these matters. I
think public opinion wilb do a lot
of good that way. Some hon, Mem-
‘berg said in the same voice: humanise
the banking system, make the offi-
cers more responsive and, at the
'same time, provide them far more
‘facilities than people down below get.
But the two things cannot go toge-
ther.

Anyway, we will be able to render a
‘better account of ourselves in the
.coming years than we have done
“hitherto in regard to these main key
public sector enterprises.
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hur. Deputy-Speaker: The question

“That the Bill further to amend
the State Bank of India Act,
1955, be taken into  considera-
dation.”.

The motion was adopted.

Mr. Deputy-Speaker: We will take
up clause by clause consideration.
The question is:

“That clauses 2 and 3 stand part
. of the Bill”,

The motion was adopted.

Clauses 2 gnd 3 were added

to the
* Bill, .

Clause 4— (Amendment of gection
20).

Amendment made

Page 3, line 7,—
for *“1963” substitute “1964”
(8.3]

(Shri T. T. Krishnamachari)

Mr. Deputy-Speaker: The question
is:

“That clause 4, as amended,
stang part of the Bill"

The meotion was adopted.

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

Clause 5.— (Substitution of new
section for section 21).

Amendment made
Page 5, line 5—

for “1963" substitute
(4)

“1064)

(Shri T. T. Krishnamachari)

Mr. Deputy-Speaker: The question
is:
“That clause 5, as
stang part of the Bill".
The motion was adopted.

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

amended,
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Clause 6 — (Insertion af mew sec-
tiong 214, 21B and 21C).
Amendment made

Page 5, line 36,—

for *1963"  substitute
(5)

“1964"”

(Shri T. T. Krishnamachari)
Mr. Deputy-Speaker: The question

“That clause 6, as amended,
stand part of the Bill".

The motion was adopted.

Clause 6, as amended, was added to
the Bill,

Clauses 7 to 12 were added to the
Bill,

Mr. Deputy-Speaker: Is Shri V. B.
Gandhi moving his amendment No. 8
to clause 137

Shri V. B. Gandhi: No, Sir.
Mr. Deputy-Speaker: The question
is:
“That clauses 13 to 18 stand part
of the Bill”.
_The motion was adopted,
Clauses 13 to 18 were added to the

Bill,
Clause 1.— (Short title and com-
mencement)
Amendment made
Page 1, line 4,—
for “1963"  substitute *'1964"

@)
(Shri T. T. Krishnamachari)

Mr. Deputy-Speaker; The question
is:

“That clause 1, as
stand part of the Bill”.

amended,

The motion was edopted.

g mizmam  gmma

Bill
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Clause 1, as amended, was added to
the Bill,
Enacting Formula
Amendment made
Page 1, line 1,—
jor ‘*Fourteenth”

“Fifteenth” (1)
(Shri T. T. Krishnamachari)

Mr. Deputy-Speaker;: The gquestion
is:

substitute

“That the Enacting Formula, as
amended, stand part of the Bill”

The motion was adopted.

The Enacting Formula, as amended,
was added to the Bill.

The Title was added to the Bill.

Shri T. T, Erishnamacharl: I move:

“That the Bill, as amended, be
p”sed“. .

Mr.  Deputy-Speaker:
moved;

“That the Bill, as amended, be
passed”.

Shri A. N. Vidyalankar (Hoshiar-
pur); Mr, Deputy-Speaker, I want to
make only one or iwo observations.
I am glad that this Bill, which faci-
litates the extension of business of
the State Bank, is being passed. But,
so far as the operation is concerned,
the managers, directors and others
who are responsible for the operation
of these banks, they should not follow
the pattern, the general policy and
attitude that is followed generally by
the other private banks. Their
object should not be to help monopoly
capital, which is the normal attitude-
of our private bankers, but to help
the ordinary people, the smal! tra-
ders, small industries and the society"
In general

.

Motion

Secondly, I am really surprised to
hear the view of Shri Raghunath
Singh because it is ridiculous. He-
argued that because in our economy"
there is private sector and public:
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sector, s0 in the banking industry alse
there should be public sector and
private sector. That argument does
not appeal to me. In fact, the Con-
gress Party hag accepted the policy
of nationalisation of banks. It is
because of practical reasons or diffi-
culties that we have not done it but
empowered the Reserve Bank to
exercige more and more control over
the private banking industry. We
have felt the necessity for nationali-
sation long ago. In fact, the banks
are performing the function that the
heart performs in the body. At pre-
sent aur economy suffers sometimes
from low blood pressure and zome-
times from high blood pressure. The
whole malady could be remedied only
if the whole banking industry is under
proper control and check of the State.
Therefore, the argument of Shri
Raghunath Singh does not appeal to
me.

We want uniformity in our econo-
my, uniformity in our planning, and
that ig not possible unless our bank-
ing industry is properly checked and
controlled and allowed to go in the
right direction, and the resources are
mobilised for proper planning. As I
said earlier, I repeat that because of
practical reasons we have adopted a
policy of applying proper checks and
controls on the scheduled banks with-
out immediately nationalising them.

At present most of the scheduled
banks advance money for speculation.
But we need not employ our resources
for holding stocks or speculation. At
present, we are confronted with the
problem of rising prices; to quote one
instance, in the case of groundnuts
last year about Rs. 139 crores were
advanced as loans by the scheduled
banks for forward trading. 'This year,
in January 1964 the figures were
Rs 23-31 crores. So, the private banks
are not advancing loans to industry
for trading but for forward trading
and speculation. It is our policy to
put a check on this.

Shri Joachim Alva: We have ban-
ned forward trading in many commo-
dities, P

i No. 4

Shri A. N, Vidy2lankar; As this is
the policy adopted by the scheduled’
banks, they need proper control.

Mr. Deputy-Speaker:
Minister want to reply?

Shri T. T. Krishmamachari: No, Sir.

Mr, Deputy-Speaker: The question
is:

“That the Bill, as amended, be
passed".

Dues  the-

The motion was adopted.

Mr. Deputy-Speaker: We shall now
take up Short Notice Question No. 4.

14.30 hrs.
SHORT NOTICE QUESTION NO. 4
PLIGHT OF REFucees mv Mawa Came

.
Shri S. M. Banacr;.::
Shrimati Remu
Chakravartty:
Shri Iadrajit Gupta:
B.N.Q. No, -l_-{ Shri Prabhat Kar:
| Shri Dinen
I| Bhattacharya:
| Shri Mobhammad
| Elias:
 Shri J. B, Singh:

Will the Minister of Rehabilitatiom:
be pleased to refer o the answer
given to the Starred Question No.
164, dated 4th June, 1964 and state:

(a) whether more than 1,000 re-
fugees left Mana Camp;

(b) whether many small children:
died and epidemic broke out in the
camp;

(c) whether no proper medical
aid was available;

(d) whether steps have now been-
taken to improve condition; and

(e) whether refugees have been
persuaded to go back to camp?

The Minister of Rehabilitation
(Shri Tyagi): (a) According to re-
ports so far received, the number
of persons who have left the Mana
camp is about 200,



