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CALLING ATTENTION TGO MATTER
OF URGENT PUBYIC lm'oxmneﬂ

REVORTED FROTEST BY wwvm oF

RESERVE BANK OF INDIA AGAINST YROCEe

DURE FOR DESTROYING SOILED CURRWNCY
NOTHS

MR. SPEAKER: Now we take up the
call-attention miotio.  Brof.  Madhu
Dandavate,

PROF. MADHU DANDAVATE (Raja-
pur): Sir, I cdll’ the attention of the hon.
Mitister of Fluahcd 86 the following mat-
tex of urgent publik: imiportance and request
that he may muhe a mtement thercon:-—

“Reported protest on the 12th De-
cember, 1972 by the employees of Re-
serve Bank of India against the special
procedure for destroyipg the soiled cur-
rency notes.”

THE MINISTER OF STATE IN THE
MINISTRY OF FINANCE (SHRI K. R
GANESH): Mr. Speaker, Sk, in the offices
of the Reserve Bank of India, ordinarily,
each individual note in the remittances or
tenders réceived, is examined dnd coumted
by the Cofn/Note examiners and thereafter
there is a percentage verification of their
work Notes found unflt for issue, are
destroyed While this procedure continues
to be adopted in respect of all remittances
in the denominations of Rs. 100 and above,
the Reserve Bank from time to time
issues instructions limiting the detailed
verification in respect of  specific remut-
tances in lower denominations to a per-
centage of the total notes received in the
tonder. This special procedure is resorted
to depending on the load of work and the
need for clearance of accumulation, but
heeping 1n view at all times the security
aspects.

To protest against the modified proce-
dure there war a strike in the Bombay
office of the Reserve Bank of India in
Jung last In accordamte with the terms
of the settlement on which the strike was
catted off on 1st July, 1972, the bank had
discussions with the Alt Fndia Reserve
‘Pank Bmployees' Amocigtion from 14—
18th Novembér, 1972 on dnatters of inter~
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est uiux'ont of the m

During discussions w‘hh the A&i‘dav
tion the Bank referred to the experience
of Central Banks in other Countries re-
garding the examination and disposal of
soiled notes and pointed out that the modi-
fied procedure, as followed in our eoun-
try, was neither unusual nor unpreceden-
ted. The Bank also assured the Associa-
tion that there was no possibility what-
soever of the Coin/Note-examiners posts
being retrenched, bat on the contrary, the
number of posts has increased and would
continue to increase. The Association
insisted that the modified procedure should
be abandoned altogether and asked for an
assurance on these terms from the Bank.
The Bank was not in a position to give
any such assurance.

In response to a call from the All India
Reserve Bank Employees Association, the
staff of different offices of the Bank has,
since the 5th December, 1972, been hold-
ing intermittently demonstrations either be-
fore office hours or during lunch hour.
On the 12th December there was late at-
tendance by one hour at the commence-
ment of the business at most of the offi-
ces of the Reserve Bank, the resnonse
from the staff to the call varying from
office to office

PROF. MADHU DANDAVATT: Mr
Speaker, Sir, the hon Minister has tried
to gloss over the important 1ssues that are
raised through this call-attention motion —
the nation-wide protest by the Reserve
Bank employee, on 12th December, 1972,
to protest against the special procedure for
destroying the soiled currency notes which
is resulting in job elimination, The most
important aspect of this problem is not
merely job elimination, that should be
of much concern to us; but in addition
to the problem of job elimination, the
most important problem is from the poimt
of view of the confidence of the people
in the currency, whether people’s confi-
dence it the currency notes would be des-
troyed or would be actually shaken. The
role of the Reserve Bank in the regulation
of currency is vety impoftast. it Is the
sofe authority that regulates the adrrenty
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mwm Thisis the aythority that
muodww-wmwmdnum
wble fgr wilhdsawing certain (ypes of
currency.

There was, formesly, the ‘Standard Pro-
cedure that was incorporated in the issue
Departmental Manual. I would like to
refer to that and raige certain problems.
That particular procedure that was fol-
lowed till 1964 consisted of counting and
sorting out of good, rewssuable notes from
unusable, soiled and defective potes and
then pile them jnto pieces of hundred. The
good notes were put back along with the
new notes, and those notes which were
found to be defective and soiled were taken
away and destroyed. That was the proce-
dure that was followed In that former
procedure, pypching was there, and while
the soiled nates were punched, there was
no danger that defective notes wopld come
back into circylation; therefore, that dan-
ger was also avoided.

But, Sir, in 1964, the ‘Emergency Pro-
cedure’ was introduced. And in 1970, a
special procedure which you call as ‘modi-
fied procedure’ was introduced, and as a
result of that, contrary to the statement
that has been made by the hon. Minister,
there would be destruction of 2,000 men’s
work every day.

The object of the old procsdure was
very laundable. That old procedure was
imtroduced, firstly to check accuracy of
financial transactions, secondly, to detect
forgeries, thirdly, to salvage good notes;
and lastly, by burning only sojled and
defoctive notes after chacking, counting
asd sorting qut, only the soiled notes were
destroyed and, therefore, to that exteat,
the expenditure on printing new notes was
reduced; also the foreign exchange that is
needed for purchasing paper for printing
currency aptes was also reduced to a very
great sxjent.

In 1970, this specigl proce-
dure has been intrpducgd. Economists
baye, commented on that; magy eropomists
and many journals hnve commented on
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that; trade union organisations have com-
mmmd on that. Acumﬁng to the new
specul Procedure, vatiots mst:tunonu like
Railways, BEST, Delhi Milk Scheme, va-
rious State Banks and various currency
cheats send to the Beserve Bank of India
bundies of 100 notes which according to
them are soiled or defective notes, and
the Reserve Bank, in order to avoid loss
of time, do not resort to counting, sorting
and punching of those notes; straightway
these bundles are taken to the destruction
place and in the presence of only two su-
pervisory officers, lakhs of rupees worth
of notes are completely destroyed. This
is the procedure that is being followed.
As a result of this proceduse, there are
certain dangers that ave coming m. Espe-
cially in the context Uf ‘currency notes of
a packet of 100 each, I had alrcady poin-
ted out in the House some time back that
statistics already indicate that, in each
bundle of 100 notes, 50 to 60 notes are
good notes which are re-issuable. But
some of the banks, Railways, BEST and
D.M.S., even on little suspicion, go on
considering them as soiled notes and send
them to the Reeerve Bank, No counting 1s
done, no checking is done and no pynch-
ing is done by the Reserve Bapk and with-
out checking all these things, the bundles
are destroyed and it is very likely that in
each bundle of 100 notgs, 50 to 60 good
notes are bound to be destroyed. Again,
this is done without defacing. Without
effacing the notes, according to the new
procedure, the notes are being byrnt o
the presence of twa officers.  Without
casting any aspersion on any of the officers
present, I would say that your arrange-
ment must be fool-proof and agamst cor-
ruption and malpractice. In the presence
of two officers, lakhs of rupees worth of
notes are destrgyed. They are not punch-
ed, they are not defaced, and it 1 likely
that they may 'be taken away by the offi-
cers concerned and the notes might travel
out and since they are not at all punched,
they can be used for tramsaction. A new
quantum of black money cean be created.
That will develop & new inflstionary pres-
sure op the economy. Not only that, gs
a democrat, I feel, in the econopmc acti-

vities of the country, if people’s confidence
in the ctirrency is destroyed, then the very
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bagis that is requized;for financial frans-
action is destroyed, apd this is the greatest

In this comnectiofl, incdroect. statistics
were given by the'Fihance Minister last
time. He read out certaln statistics snd
indicated that in every buddie of 100 notes,
majority of the’ noted were soifed. But
whenn 1 went through ¢hese atatistics, 1
found out that these were selective statis-
tics; the statistics which the Finance Min.
ister quoted in the House, were about
notes from thé curremcy chests of State
Bank orgasisations in different parts of the
country and, theréfore, they were different.
If you take the bundles of notes that are
sent by the Delhi Milk Scheme office, the
BEST, the Railways and various banks,
you will find that in every bundle of 100
aotes, 50 to 60 notes are re-issuable But,
by this monstrous hew procedure, they are
destroyed; lakhs and lakhs of rupees worth
of notes which are very good notes, which
are not defective notes, arc destroyed.
If such notes travel out, then, new mal-
practices can be introduced.

In this connection, I would like to draw
your attention and seek your clarification
on & very important point. The Reserve
Bamk of India employees conducted a
prolonged struggle for 14 days in the
wmonth of June, 1972, in Bombay There
were strikes in Bombay, Calcutta, Delhi
and other places. In Bombay there was
#a strike for 14 days. 2 officers working
at Byculla refused to follow the fraudu-
fent mow procedures. So they were sus-
pended, There was this 14 days struggle
and the Government at first said that they
cannot intervene. They said that this spe-
cial procedure canoot be discussed. But
the strike was withdrawn after 14 days
on the categorical assurance that this mat-
ter regarding special procedure will be
disoussed with the All India Reserve Bank
Employees Organisation. Such an assu-
rance was given and it was repeated by
the hon. Finance Minister that there will
be no victimisation. Bot what happened
afterwards is this. The conceraed people
thave been victimised through the suspen-
sion of their increments. When I met the
Finange Minister he said that there seems
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to be a prima facie case of virtual victi-

mto it
taken note of Resetve Bank' eniployees’
protest against job elimination, comptteri-
sation and job transfer policy. The flitnsy
statement made by the Minister glosses
over afl these issues which I have raised.

Yesterday there was stoppage of work
for an hour by Reserve Bank of India
employees at 18 centres, These issues have
been focussed by various trade uniom or-
ganisations as well as by valuable contri-
bution of economists in the country and
by the people at large whose confidence
in the currency system has been shaken.
Therefore 1 demand a clear cut answer
on all these various queries which I huve
raised just now.

SHRI K. R. GANESH: The hon. Mem-
ber hag raised a number of points. Be-
fore I go into these points I would like
to preface it by saying that after all the
Reserve Bank, as the Central Bank in res-
pect of the issue of notes, and security
of the entire currency system, is the pro-
per authority to judge what should be the
procedure to be followed. It is statutori-
ly the body which is responsible for this.
While speaking the hon. Member said
that the entire currency system is in jeo-
pardy, which is not the case. This modi-
fied procedure has been there right from
1964. Notes awaiting examination with
the Reserve Bank in July, 1972 were 1953
million pieces of notes. When the first
procedure was laid down in 1934 or 1935,
that took into account the number of cur-
rency notes in circulation at that point
of time. With very heuvy circulation of
notes now, the Reserve Bank had to adopt
the modified procedure. The proper au-
thority to judge afl these things is the Re-
serve Bank of India and fhey have got the
necessary expertise and they know the
position. It is not therefore correct fo
say that this was done by a body which
does not know its mind, which does not
know its responsibility and afl that.

On the question of job elimination
which he mentioned, I wish to point this
out. Tn the Coin/Note Examining sec-
tion examines and verifies the soiled notes
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even after 1964, the number of Coin/
Note eéxaminstion stredgth has been in-
creasing. It was 2987 in June 1964, It
was increased to 3446 in March, 1968 and
agnin in March, 1972 it was increased to
4509, It is not correct to say that job
opportunities have been demied. The or-
ganisation and the association have also
been given dssurance that there can be no
retrenchment. As far as this question is
concerned actually the job opportunities
have been increasing. In the discussion
with the employees it was pointed out by
the Reserve Bank that 19 new note exa-
mining sections were opened since July
1970 raising the total number to  87.
Each note-examinmng section employs
about 45 persons. The Bank had already
planned and is in the process of arrang-
ing for 9 more note-examining sections
to be opened shortly. The opening of fur-
ther note-examining sections will be consi-
dered in the Iight of future requirements.

Even with the modified procedure, there
will be further job opportunities, because
the strength of the Com/Note Examiners
have got to be mncreased as I have stated
already. I have given facts and figures
to show that the hon Member's apprehen-
s1on is not correct

As far as the high-denomination notes
of Rs 100 and above are concerned, there
is 100 per cent examination and the pro-
cedure ag far as these notes are concerned,
has not been changed. It is only in res-
pect of lower denomination notes that
this procedure is applicable. These notes
are sent by the State Bank and Commer-
cial Banks, in guarantes boxes and there
is another percentage of surprise check,
by the Reserve Bank also There is a
test check which is already existing and
therefore there need mot be any apprehen-
sion in the minds of hon. Members,

Now, let me state the modified proce-
dure, ‘The modified procedure is being
used in recent months only in respect of
chest potes which have already been exa-
mined once at the Bank'’s agencies. Since
the standard procedure involving the coun-
ting of 100 per cent of the notes con-
tinngs to be in force for a good part of
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the notes received the Bank is always in
possession of précise lidformation  about
the very simall -extost of shortages or for-
geries detected 'ovdn Shirough 100 per cent
examination and the insignificant risk in-
volved in srranging. for. only s percentage
examinadion, of ;some of the lower deno-
minations, In view of the low value of
denominations the absence of riskg and
the high cost of examining every note
individeally, the full examination of notes
in the lowest Jenominations is wasteful.

Therefore, 1 would like to assure the
hon. Member that all aspects are taken
care of. I bave already explained about
job opportuaities. Employees are sssured
that as far ag they are, concerned there iv
going to be no retrenchment. I have said
thay this job opportunity will be there
even with the modifled procedure. More
Notes examining sections will be there.

The only other, question left is what he
stated about victimwsation., When the
agreement took place with the employees
after the June 1972 strike, it was stated
therein that the period of strike will be
countcd against their leave without wages
and that this period would not count for
increment. This has been the stand that
the Reserve Bank of India bas been tak-
ing for a large number of years, and even
before the conciliation officer, before the
Labour Commissioner and before the
Labour Minister, the stand of the Reserve
Bank was reiterated.

PROF. MADHU DANDAVATE- May
I just seek clarification on ome point? 1t
is @ very important point I made a spe-
cific reference to this that before this
procedure has introduced, the statistical
data which wag available at the Reserve
Bank Office indicated that especially from
the railways, the BSP an{ the Delhi Milk
Scheme the notes which were sent as soil-
ed notes were not all soiled; out of every
100 notes, aboit 50 or 60 were found to
be reissuable notes. So, it iy not correct
to say that they were all checked and
guaranteed to be soiled ones.

Aq far as the stetutory position is con-
cerned, we do comsider that the Reserve
Bank hes its own autonomy, but even
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then, if the people’s confidence in the cur-
rency is shaken by any procedure, 1 think
that the hon. Minister has the right to
give advice and direction to the Ressrve
Bank to revert to the old procedure.

SHRI PILOO MODY (Godhra): Col-
lusion.

PROF, MADHU DANDAVATE: 1
have already referred to it. Only two or
three persons are in charge of destroy-
ing the currency notes. Does he not think
that malpractices can take place?

SHRI PILOO MODY: <Collusion bet-

ween two officers can defraud their whole
process.

SHRI K. R. GANESH: As far as the
specific point which the hon. Member has
raised is concerned, I shall find out the

figures and supply them to the hon. Mem-
ber.

SHRI 'C. T. DHANDAPANI (Dhara-
puram); T was working in a bank. So,
may I ‘ask just one question?

MR. SPEAKER: But his name is not
there.

12.23 hrs.

PAPERS LAID ON THE TABLE

REVIEW AND ANNUAL REPORT OF HINDU-
STAN CABLES LTp.

THE MINISTER OF INDUSTRIAL
DEVELOPMENT AND SCIENCE AND
TECHNOLOGY (SHRI C. SUBRAMA-
NIAM): I beg to lay on the Table a cony
each of the following papers (Hindi and
English versions) under sub-section (1)

of section 619A of the 'Companies Act,
1956:—

(1) Review by the Government on
the working of the Hindustan Cables
Limited, for the ycar 1970-71.

(2) Annual Report of the Hindustan
Cables Limited for the year 1970-71
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along with the Audit Accounts and the:
comments of the Comptroller and Au-
ditor General thereon. [Placed in
Library. See No. LT-4000/72.]

NOTIFICATIONS UNDER INDIAN
Act

THE DEPUTY MINISTER IN THE
MINISTR OF COMMUNICATIONS
(SHRI JAGANNATH PAHADIA): On
behalf of Shri H, N. Bahuguna, I beg
to lay on the Table copy each of the
following Notification (Hindi and Eng-
lish versions) under sub-section (5) of
section 7 of the Indian T legraph Act,
1885:—

TELEGRAPH

(1) The Indian Telegraph (Ninth
Amendment) Rules, 1972, published in
Notification No. G.S.R. 1390 in Gazette
of India dated itz 4th- November, 1972.
[Placed in Library...See No. LT-3988/
72.1

(2) The Indian Telegraph  (Tentl
Amendment) Rules, 1972’ published in
Notification No. G.S.R. 1480 in Gazette
of India dated the 25th November, 1972.
[Placed in Library. See No. LT-38988/
723

NOTIFICATION UNDER ALL INDIA SERVICES
Act ANNUAL REPORT OF ISI, CALCUTTA

THE DEPUTY MINISTER IN THE
MINISTRY OF HOME AFFAIRS (SHRI
F. H. MOHSIN): On behalf of Shri Ram
Niwas Mirdha, I beg to lay on the Ta-
ble—

(1) A copy each of the following
Notifications (Hindi and English ver-
sions) under sub-section (2) of section
3 of the All India Services Act, 1951:—

(i) The Indian Adrainistrative Ser-
vice (Appointment by  Promotion)
Third Amendment Regulations, 1972,
published in Notification No. G.S.R.
467(E) in Gazette of India dated (he
27th November, 1972.

(ii)) The Indian Administrative Ser-
vice (Fixatijon of Cadre Strength)
Fourteenth Amendment Regulations,
1972, published in Notification No.
‘G:SRR. 473(E) in Gazette of India
dated the 30th November, 1972.



