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« W W  q $ I W  : 3 7 7  * f t  * T T  %
Tnpr w  fw rr  |  » *r^ ft i [ *  

•3*  i f  s * r  « tt , w % f r e « r r r  
#  ft, **rar i 

«ft *<5 ftw * : *  tfr wpt t
# r  t*?rcr j  i 3ft wftrsTftrv »rr*r% 
t  s *  *?t £  ssrar $ ,

14.9 bn.
The Lojc Sobha adjourned for Lunch 

till Fifteen o/ the Clock.
The Lok Sabha re-assembled after 
Lunch at three minutes past Fourteen 

of the Clock 
IM r. D eputy-Speaker in the Chair] 

DISCUSSION RE. REPORT OF THE 
BANKING COMMISSION & WORK

ING OF NATIONALISED BANKS
MtR. DEPUTY-SFEAKER: We will

sow take up the discussion on the 
JReport of the Banking Commission 
and the working of the nationalised 
banks

tft n* fiwfi (srr^r) : w arer
^  f^r<r 5  apT W

fo a rffa r f a s r  w  % s a f a s  ^  smrn- 
|  f a  *n f t  w t*fi m z  fc s r  i 

tnp % *n? w  fop Q rr  
s n ft  f * r  ’Tt*rt v t  r f*r?rr £ ,  t q - 
%cr *  *m% sfa *rwT srv? ^ r r  

f̂f^rr 5  i £fa*f v<ftsr$r ^  tz z  
% t o  w w  ara *rrf 
4ft i ^ r a f ^ t v « n < R * f i n r r % ,  

t t c  f w f w  «f>t *rf f  s w r
IfVUM «f>T% ^TTVR ^  'HRT ITT̂ t
<pi? w  vwnr ?*r sraw
*  ft, <ft TH^rtW
t?ff t  nftrWnff % *
f|il)4H VPft W< ^  t  I
S r f i W i n a t o r #  ¥ w t f a * « f t f o r f *  
am? *ng flft $m  w  v t v r  %
* r f  {  i r t  t  t o w  ft w fr

* i  « w # * w r r

■vc f  w r  w w r

T O K  %
nfr ww % m ** r  ttfft xwft 
& * m r w m * r  i

srctr ^  5  « n *m  « m r  fft?r 
*rw m *T^ art t fa tr  flw n r %  

t  «ftr ffto r r  wr^rr 
► f  i ^ T w i f z r j  ^ v n v n n w  fwm»r 

t ,  v t o  * T ^ t
^  fr a ^  ^  J ,  i w r i p a :
i v  i m  It arr t |
?m?> «ft |  eft q*ft$r9Rr5 frrr^ - 

tft w  i r w w j w  «ft 
^  ^^«rr?rr i ^  frrr£fe
^ 30  ^  'T r̂ftr t̂Tt ^ |

#5pef^, #$zfrsr
^ F ^ * - - fa T  ^ ^ rr®rt5rt4 fr^-

i  6 f w  |,
9 f r s r ^ f ^ r  | «ftr 4 rftr
f̂rsr % fwer ssrrto^r W t  »rcr 
1 1  ?rt f?rif ?r srf^rro wt r̂ $?t I  f v n f t  
tfa »r  r̂r ?Ftf n it  |  i t f *  « r r t e  
fa p fw  wri s r n r ^ r  ^ f t  f  ^ r«v r  ^ *nft 

J T R f T ^ I  ^fan* 5ft ^ f t « r r T
fawfsr r̂r ̂ rsrr t̂ % r̂?r | 

w ? r  #fa»r f y rrd ^ g f^rjrN fa«rr
*nrr 11 «fr *rtt t o  ^  ^

f  fa  ^  smr?r?ft5r ^  
tsrHT̂r «rrsr wn  mer ^  | ?ft ^  
qr^ fk v r n  t it  w f e r  ^
tm*r% «frc ^  «r®^
fiw m  tor *?r*r i # ftT r*r w ftnri’ T 
ft v t f  «T5OT v w  ^  ftm i Tpsfhrf^ 
l»Ft % 51 q* tito '3**b% vxft %
ft? ^r̂ ^ f i r qi % ww n̂rftr w r v t ^  
apferr % f i w t  « f k  ^  ^
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|irr i  fa  5*rft sn w w  sfaftr «nc 
tft f v f r r  ^  *wr t  t f o  fa *  waff
Vt STfTRT if WWf * 1 %  «TT |

« fh rr -< r ^  v r  
#  *mr fa*r *wr ( i s?rfaq; f

w qtti g f v T r s f h n ^ r t v f  
% * r t  t f s r r f t  arpT-frnfr srftwssr 
% )a<fT<?iTP|T # G w % *rT *r^  sftrarcrarr 
% T*or 1 *r% v t f  s*ft i s % 
3rt*rf«TP srfff̂ epr | ^  <r? |

«n: qj^rr g fa  ?r*f%
if marrow wrcwrft * £ f  ft  arr T̂ r 

1 1 % r  fa  srr* *rf*rrer % * fr  |
s*rer> fa«rr |  f a  Tp s *ta - 

fgr fjplr w  ^TrKT aft j s r  ia f t  m i i  
» rf |  « r t $  ^r^rrer $  *re rr  w s r r ^ r  
1 1 JTf ^  i n ^ i r w h f p r a r  *?r s r t a *  
*TiT<Tf g  H ? f  $R T §«f j  f a  *Tfiff f t  *T'T 
?rfafr aft iTepre-jasr |  3 * w r
3<r fT *% fa ™ ? r? r ^  | — sr*ft ere 
fT ^ % f% ^ 9 P T  ^ r  * $ t  %%\ I FT<S 
W5?f i f  * W  r̂?T5T  ̂ I  f a  7 ^ 5  
f t  x m  S  1 w pt srrfa fa e % £ s  «rrqr 
t  fT f̂afa<T9PT wrcr *r?tf | ^fa«T 
w r  «r$ s ift  ^  |  fa ' #^ff %
% srrt *f tt r *k? frvfi=rf^nr i f t  
jirr | ? ^  afa wi i r f ^ ^ r  

% fa*rr t  fa  *Tfir t o 1 *n3[ I  
srafc cnfrra?a: «Ff ftv ftr f^ n r  ^  |*rr

« f r r # r ^ f a w ^ < R T f 5 T f f t ?  
*rg*r v  ( t t  it o  W t  «fhc * p f  w*rr 
fa  w m r ft  H  % wsiTv vt fo<n%
«r  w  qg Mtesr { i 
iHfiw v'hrojNr qft tcjv iprt ^  

ftw? |  w l r  t  ^ r  « R t  
‘ ( ^ r i n f k  w r f  If * f t  wra | :

“They disclose such matters as 
were required to be disclosed by 
virtue of the provision of the 1949 
Act as read with the related pro
visions of the Companies Act, 1956.”

3TTCT art fa*HT *?ppr (  3W%  
* l * n  f t  m i  ?T«ff m  
f t  T^r f  1 m f t i & x  i r f t i w n  w vrr  

j f f i  * t  r̂r £  f a  3^r?rr 
cr^T f f w t w r ^ ^ r r f ^ y f a p T e r a it  grr%  
w«jfr ^ e if fv r#  ^ w t

i f f c r c  f v f t t  % « f r
w  | :

“No provision has been made for 
any probable doubtful items of agri
cultural loans or small loans due for 
these years.”

JrftTni ir f r  % f^2r ^rrr 
^■rf^rfa «Rf 45t r̂r̂ t w w w  ^nr- 
v r t t  1  ?pt^ ^rrftr^ 3 ^ r H « r  ^  ?  ? r V  
a r ^ R i i t T  ^it ^  t f t r a ft

s fa  ^  if  ^  srfipp
% ^ 3T3 ?w vr 3»tr  sMr %
3j'TT cri^Tr aw 5T^ 9?nt q rftM s r 
?T5®rf %  fa** ^  srr̂ rr 1 1 ^
??t arr# #  fW t?  %  m r
?a  ^ft^ff ^  *Ti‘*r^- * n f  f  1 #  «Terr

^  \ f  f  f«r %  m  ir ^ f  
^ W ? r r  «Fr^ qrrqr |  cft̂ T T r ^ >  
wft «>? ^  Jr ^  ^ r tr ? |? r

W fffW  spTf? f> 1 w r  
«rfT Jr ?ft3i?rr srsfV

?rrfa f P T  TT3>iff Jr v r  3ft ^5r |  f ^
W  nRsr«? #  vffiRF %  2TTT
sWpct? vt^ rf %  ^K«r arr x *  ?

^  U f
f  fa  «ngf *m ^  vr 
* m  f5^ttw«n?mr ww | fa
W H  f̂%RRT % HftPV ft<W(
m, ^ r  m , v t f  vrrsr »iff ^  t*t
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£  i £ 9  Tnwf % wr* *r <fy fasr *r ?rr* 
^  wrrar J ^  t  fa  25 

s r t ^ S r  ift lift
Tff $ i^ r f jr r  { fa  **t sfcrnwflf % Jrra 
sm # aircr q% tft tot 'W rr ^(f^r fa  

T s f t ^ t r c s ’ersr 1 tt*£ t* 
S fiRf*3 W t »t v f  $ tft tror « *  w f f  $  
?mr * f f  f r w r i  $  1 ? T *m *rw £ t tfrn r | t  
wftit fo ftS  ^  v i f  *  r iffa r 
?*f fiTTfrr | 1 ^  ffcnfasn ^  
5 R T  sft  t o t  1 1 s*jTt#fE*r < p  ^  tfr 
W **r ^ 1 r  **t & m? t f f t f  fW t£  
ftwHr^wftf i fWt«rrr*?|w?rnTi?
T ^ rr  $ f a  -st ? *  q * ^  % *n s m stfVaitr 
$t o t  sfc faft£ *T $ t i  £ 1 srrr «»r 
§  «f1 q  tf» «ft *  tft s 't f *  
f * r t £  frrart sp. t t o  \

?T f̂1 Tf, *rfc iN l TT 
*n ?  5t *?R?rr g  1 * m t  >srrcr,ft 
% srrarc <t? *f * rr^ r  g  f a  Tr^iPcR?
c f c ^  %  %  =5R^ *T"ftT 5TKff apt
s?rn=FT % ^ n rt % f?r% *£ t *■•*>

% f*p t »nsr« 3 $ * f t  % fast r f a  ^  
% T̂rTr ^  f?fr *»r% t  ^
*Tij> ©TcTT ^  f>r Wrntf^T^T ^  ^T3T %  ^"1%
w  ^ o f t  * t  ^rg«ft f t  'TTcfr 1 1  r i  
Trjift 5r  ̂qr f?rr t  j ^  wj^r | f r  
ari ^  ^  3ft ?ft»r «r srtft
S ^ c ft ^  ^ ttft t ,  ffl»T 5Ft •t r  * f t  ST 
^rrT #3F ^  m % ^ r  %
fairer! ^  t  srmi 11

^  ̂  ^  ^  f  f^ apJW ir
siffn?msrt f f v % ^ ^ v a r f f t P T r

«T«TT 4  %  W W R t W  f^VT W
1 1  ^ fP  wwr * t f s  mt%

^ r f  |t1f w v n n f t  $r 
w r?  ftw n?r «rH«w;r-ir>
«PFC fft’ T I O T  ^  V f T  I

ft? f  % q g ft<ry g»r % v k  s m  * f

*TFft 'm w *  ^  ?rf^ #  f«?r ? M  
«5> flrr sn r^ ^ T  ^  ^rrf^
w  f e i t  ^  *sfi ^  ^  ir w^r
snrffr ^ftwr ^r% *re »rftr
Ct *tf I ^ T T  IT| f?TT fN? fsf?r ^«rt ^ 

^ ^  «ft 
^5rf ?r^ fxw  t ^ r  i Sir
fS 'T T fa ^ j «Ft 3ft n m  Wf T f t  I  
^  ir 55T<rft p  <ft5 «rwn% | ?pr  ̂

wr^?r | %f%?r
t  P F  f^JTT f  fa

TF̂ r̂ TfTT |?Ft % f\ ^  TH t̂®rpr
spt ^  fp n fa j^  ^ ft  % arc ?  i 

srtt s r  f^rrfar? «ra^ t t  ^  t ttt tt  
* ft  If'T  ^r ^ IWFmJT I  IJTT ^fcT  ^t 
farfa t ? «r^r j=r̂ Ff ^  i  ft  3ft 
fw fe ^ r  | r r ^ t t n  ^  ^ ^^T- 
3TP- ^T^r ^  f w  * w  |  irfcr 
% fa TT ht t̂ j f  «rr ?»ft i ?rc*fforerat*r
9TT»3TtT ? 3 T ^  f  5T> ir i t  f f t r  ^ ? T P ^  
^ f^T ^  ^  ̂  snr *t sft niT sflrtfr ?> 
»rf I  ?rir t t  m<r stitrt ^  i 

^ 3ft arrw*t T̂cft | ^  
^ ^ ? t ? f t t , K | r ^ 5 t # f  f  i ^ c p r  
f ^  ^  ST? ABfT 9fRIT |  f a  u fa a p w  
v rm c ft ^ t ^ n a ^ T  ^ t  f a #  « r r f ^  i m

|i^pr«rai 
*iftf fa^m  w w r r t  
w v t g T f # n w  srnnw) % 

3 rp f*B ^ r * t f $ r  t 
f tw  fif|^r \ f« iw  $r ar<sif
% w « r t  ^rt m i  m& fa%
|— ’fsf r̂rarir ^^5iSr

m tfit  w ^ t ^ t
3 r q f| «| r ^ t7 i
f a i r  *rnT «rr f f t r  ^=r^t g r R v r ft  ^ r
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finer *ft v $  ?rt qr$r %  anĉ  
^  w r  v t f  irsfar # v  $  cr$?r$f $r?r|t 
t^ F T w n f^ ^ d k ^ m : %
m *  «fte  s ^ R w r io f  m  siwrar a w  
f w  *rcr «ft f*  71
srw w t  frr vnRTr.

THE MINISTER OF FINANCE 
(SHRI YESHWANTRAO CHAVAN): 
You had asked me whether anything 
had happened in the branch of Baroda 
bank in Bombay

SHRI MADHU LIMAYE Bombay
region.

vprart n m * r  f> t t  f a  f n w w  
*rrfif>farar f  5arrtr% ifr w r
faqT t  «Wjf 3
f f  Hr 9ft *ft  ^ t $*r *rt*r vwt ^farrsr 
wnwrrff mSt f  1 3rar stpt fc m r  **r 
fv  ^  t  ^ * t  Tt ^rR^rfr ^  an%
3ft f »  sffa t * t  *  $ *  *ff
w rv tO 1 fcrr ^  *rr $»t 1

^ ^ n r r  ?rtr ^  w  g 1 
t^rt % % srrc tf* ^  faff
% sqr 5tt^ aft 'pffafatfr % ip  f  
*ro t, v ror 5<r*T sptt % farqyf

¥*it 9WPT »pt% 
TT^t itT^^arr^r
v^ rjr  ^t ffw n n t wmstr w  % w rx w tt 
ârr *rm 5? 1 qpflrar sfr *r^

% srfafaftr 1 1 JRr « r o  «rr f a  3*rn?r
ir fc s w fi  #*ft x fr t >̂Cr *t 

«f f w  ^ r̂arfr sr§r*rerr «r^fr 
fnwtor | fa  ^  ^t Tgr 1 1 m 3̂ r«Ft 
^ p  forar r#t|r taftifr f t  f^r^r 
#^3tt *?r t^p *fa ift t o  *ror i 
v f t j c  q rffa  vr fara if \3F$% ^siwar 
% ^ a r t  vt trftftpf «P?rr |

“We teq»w that through an over- 
sifffet &ou allowed a drawing power

°f Rs 12 07 lakhs against stock m 
process as against the sub-limit of 
<Ra. 5 lakhs flacad by the head office. 
Likewise, through an oversight you 
allowed them a drawing power of 
Rs 23 81 lakhs as against the sub- 
limit of Rs 7 lakhs fixed for the 
purpose by the H.O. autnonties 
Your action being highly ii regular 
cannot be confirmed by us, and 
neither we can recommend to the 
HO to condone this irregularity. 
Please send us the explanation of 
the person at fault m duplicate for 
our necessary further action

'‘We would once again advise you 
to let us know the source of the 
funds with which the party has 
closed their hypothecation account 
with you, together with the name of 
bank and the security offered to them 
as the information has still not been 
sent by oyou”

V* ?P$ % t f r  ift ft  TO S i f -  
irssr % srnfrt farmer $ sr*rr spot *7T 
W Tf ÛRTF g I
MR DEPUTY-SPEAKER You give 

the documents to me I will see
*w fawT wmft %

^ t i t  w t  arr^qT 1 «  iftr «rtt
f t  ?rfgr<T t  ? y i w r  f  ifr? flranr 
m  irftn F R  I  1
MR DEPUTY-SPEAKER I said 

you give the documents to me I did 
not say that you lay them on the 
Table of the House.

f i w  m f t  ^  qarrar 
ifcRsr f  fr tnp m fm K  % t o  

r̂arr 5 t w  *t ^  arFTvncr w s t  f
“Nationalised banks discount bills 

drawn on mills and factories for 
goods consigned to the sidings of 
these units The mills and factories 
use the goods for the manufacturing 
process, sell them, and after realis
ing the sale proceeds, retire the
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«nj fora«]
bills. These malpractice* involve 
millions upon millions ol rupees"

wnrrcr ^  w ft f *  <n: wi% (|
nsr w  sm*r f t  «̂ r

w ffa f*r f t  # *rr *m r 
arrw rft $, wwftc *rr*ft |  i

f t  v *  m k  %  a rm  s?Tcrq? # f t  
$ tft?r m f t  pw m  ftar |  t f  
*Tt TW Jf WT* ft ft  ^f%cr | WTffa
*sr vr *?farr ftcrr t  fa- m r  w fc r 
q* *rr% t  **f f> ^  |  fc v tfft  er#% 

*pfffa ap̂ rr *mr vm  ft,
•far *stt ^rrffq, %i>sr wg % wm  
3% iw r aRRT arrar # t̂ r̂nrr 
3r* *Tforr mcrr|?R f^ rfw n : 
sft̂  **kf arrar snft |  i xmfam 

f t  wwr t, vt re rr &
w<r & #o%o fasft »jft 

mi ?tpt ft <r, ^r ?r$ % wrnr 
*pt t| f  t

Iv t  % «RT *t fwfafrT TO TfT
| w  % *  *«n<r wsjrprsmrw^T
wrt» #  iftr fiisrFrr r̂î crr j  i x* aw  
t  f  a w& % **gf vr i %fa* KS* 
f t  w frrnft *t ifT  |  qgt wt% % 
jmf
aft |  i **wrfar «r*wn*t m 
srarra faurr $  f a  *rg f t  tjir *r«fen$»r 
m *  i  f t $  iftf w w r  *nk? 
?r£ $ i ft*  *r# * fr «rr *r *rm  i 
$  i t r  *8r f o t f f t *  * r #  w r g m j  
*f wr W  v  4 fir  *tfHr tc  
qfVr f  fa  «rr q?rr

*r(t t » ^  vm w  v  txv * $ s  
¥fT *w*‘*  f t
w aft v  m i  «BTr#
^ aft * * im  T O R

^  *#r | ‘ w #  W  w  ifar

1 1  f  «r v h r  %  s r f ^ v r #  t r f ^  
*rr ^  f®  »ft m n m rm % w ifa  
^ r t  w  « 7 f « r  afr 5 % r  v f i n m f t  

staff »wr w s ^ n r r ^ ’ n p f f  « f t r
<jft *r? f> *T  3ft f  m  t

^  ^ w n r w I  f ^ r n r  
2TfPfr xi)x jpk im if t  # fa  fm t 
^  ^ irf «rf^rr^ fa  v&Htar 
% f»r ? i k  i t f t i f a  %  3 ? tt  f i w f r f rf e f f  
%  f^TTT ^ T f  ^  i f t r  V R - % ®Tf
faf% ?r % < f k  «r? ^ p F T r r ^ r  f t  
3TRTT ITT I fS W T  3 R T ^  ^  m
* r ^ .  . . («iw w r) . . . .
<nr q'f *rrcrr ^   ̂ ^

arrm j  119 7  2 ^  f t r ^ r r f ^  f^ f^ra rnr r̂ 
f t ^  %  arre f t % q v a r r ^ m  ^ s fN r fft^  r̂ 
ft  f t  «frc jjw
f c f f r t  ^ ? r *f  tr^rr «rc i arrf i f
f * r  ^ r  ^  ^  ^  ?mrr f a f t f t
m i  ^ r % ? r R r « i f ^ ^  ^ r « r f r o f T f t  
^  w it ^ r r  i w r  v t  ^ r t  *  
xw % tffsiT «rr ? vrr  ̂ vt 
r̂<wr% vt vtftpr ^  fr?^T fa  %m 

f t  ^rt trv^fhfi f , ft? n ?  | ,  v f i n *  
f f ^ r rP r^
JPT «TTT STETUT * f f * R
f t  IftK f t  T O T
m i  i ^  f?pr. z *  apt *n rr 
f a i r  i s *  qs?r q ta g f * N t  «rr i 
?ft q f  aftwr fa  6 ^  % m  f»r % 
5 f  t o  ‘w f f  i f w r  ^r.*f wf w i t  
»m  «rr ,i f t  <mr ^  ^nf ̂  f  f a  
f W t f ip it  v t  iw %  ^ rrr a fw  i

% i TOswr q f  w r '»rp
fa  Iv r ^ ^ fa p r fa fT
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f t  tit I f f  X1T
«hctf*r

f»F <fcr t  w r t  «r# rr f f  *rr *»fer iff 
wr % w  If vrr^nr $ f*F 

anqj % x m t o F  star «m t f  
?ft**rir i w a r ^ ^ w r  v ?  1 « t r t t  
* f  ftarr 1 1 f w f f o  sr<r farr % *rre%  
v t frm te v &  #  irtf xfr j  
*t r t  v% wfcrr «ft f%  «rf *jir  ft 
vm  *ftr «ra*ft ? m f  ^  vt 
qrtftw «p^  1 «rrr favrartffafr, 
ift #w ^ s r  if wfaft «r*n

i fa  aw w r i t  *rr% *  tft ^  %
srn£c 1 $ *ft*T fr
«tt fa i m  ¥ff | ? snrif aw ftfr 
ft «R «rnrr ?rt 3?r*rc t»v ifwfcpc ^  
fa?** % fVrqf vrarr, graft t o  f*  * 3  
3ft, w w t  nw fifift ft ft  ^fa*r 
^  wrar * f  t  fa  stf torr vt t o  
*r*r «n fir jtw f?re* % srw «nr 
fa #  <r*f tit m  w ft  tit *rrr vt «ffr 

& 3TRT <rfirr fa  fapr 7 
*rrrowr «flr w  f  1 ?*r axf 
srfJT sn r fw  *t T̂fcft $ 1 *rf srft 
strt | 1 v t f  n sraw ft ^  tft 
^Rcr ^  t t  ;t*ft*rr?rrf
fa  tsr #  ffff y frnft $ $  1 1 4
* f  ^  ^  ^ r  $ %  * f  *ftf 
m  ?rt ^  a n  v t f  **n: f f t  
*n?rr «rr 1 S rfa r * f  f t  srcsrr $ f a  * f  
* t f  $<ft frnr ft
w r  ^  vt *rr vrir §jsr ¥t <n$#s 
ft  ?ft *i t̂ ’frrrar w r r  1 1 ifh: 
v t f  v n w ^ f t  « r o  1 tit m m m  
^t¥ % wit t  w»ft ifr W  *!# 
t  5Wt *ri  ̂ | f% 
tftt?ir#% €tnrtf *i*c w h r ^  i 

^  3ff%wr v f f t i k  f^mrr w r  i p m

*5?r wrnw <n^H^ «rr 1 %f*R ft^fr  
l¥lf % wit Jf f?ft# 5 9  t o  1 

vt * f  frd#
?fhr ^ n :  * m  f  « r r w F
5nrT %  T O r r r  %  W f l f t  v r  
it f tm  % 3wr tft v?rr i m  flwr t  ?
W lr f tr T O 1 T  VTTPT3TSTT J V T f i f a f r
W t wrr ?Tff f r o  armrf
Wfwq; %arar ?r>r srrf**r j  f?r ^ «fh: 
*m 760 ^  ^7 frtftt t  1 %t«r- fawr 
f v  It fvrr | :

‘‘As rtfgaî ds foreign banks >tbey 
may be allowed to continue at pre
sent since their branch expansion in 
any case limited to 4 towns and since 
their share in the total banking busi
ness m India is fast diminishing.

Harm Wf *gt | l *Tf | fa  5f 
fafoft «Pt ^ t  % ifrK
f t ^ ^ r  *r ^  |̂?r t o  »i^r 

^ t t |  t  ^  w f^ rtr ft W  
v r f^ r* r  ^ F w r w ^ f t i r e f t  f t  grror 
1 1 * f t  ^  t o  J i f  f t c  n r  
t| f  VFnfhr t^rc if tmtEnr |wr |, 
qsVw  t r w ^ r  ^  ^w ta*r f t
w  f  t f*r v**rf*nft % 3?TT
v tf wrr *rjt | trftr m  ^  w
t  fjp 3Tft TT^T^l ?®Ft ^t sttPr -  
f^TJt w  ft<ft ^ ft  * t t  f«r 
?ft*flf % JfaPG «ftr T̂fT*PT «r*JTRT sranT 
wrTf Tl i
f  1 frgRA ^  w r ^  *rw% ^>f 
a r R f * r  ^ tif f  % snrr ^  ^
v tf v w ^ t  n t  ^  r̂ 
Tft | 1

w r $  t^r t o

*JW vf*!t | f̂ f iff f̂t TieftsW 
f v f  ^t f^fkH | f?r *pt ^  w m
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fWWI? W  !jf<* % fa #  ft? * * *
w* %*r4* f  **  fcr* t o t  w ft  

f a w r  f ^ r r  a r m  1 1 v f t f a  fa t r  *n fr  
t o  $>n 3 *  iw * *  ft*r *HPr 

^  «r w % r ar̂ r wr iHrt*nfsr*pf 
n t  fa *r  « $ r  t o u t  «w a t  f  % m  
f a  5* 1% aw r%  % %  j t r *
s rfe rrrfo fr  * t  c p r r ^ ltg ff ^  am *
*  *m **ff^ rc Tf% f€ TT ĵ r * r r r r  s N t %  
s f t  q?tf ^ m f a p p  t p t  ^  <?n*rr i 
%fa* f w r  qfrgr^r ^ r  ‘ *w r <

1 4 t v t 3 F t f ^ |  I 4 6 7 /
^  % 9jw w  ffYcf« t  i *^rew *r$
t  i r f o w m  1 srrar 32 f ^ n r  1
f W f ^ 7 3 ^ t S  f ®  7 2 ^ |  1 S r f r *  
4 6  f s n r  % % t t  1 ? r̂ar 32 

V P t  WP v i  ?JT*ft %  t  i
t*R 5WT ^‘FTfswr I  I

% it*  Jr *m <  re  *r$T srnr
f  fa  Tftfor$q #3tt if sfr | ^
«pt v*r arr t£r fc» irfafr
3JT?H1W vrm  *T#f $ fTit JTf sft
fin r w fr  f a t f t  t  f r a l f r  l^ “ 
ife*? viter % ^  i m  ir i m  
v t  f ^ r r , e i W T F T  *pt m m

SHRI DHAMANKAR (Bhiwandi) 
You are quoting one by one the find
ings of the Estimates Committee and 
still you are casting aspersion on the 
Estimates Committee that it associates 
with the Banking Department to cover 
and hide things.

SHRI ftKADHU LIMLAYE I have 
a right to criticise.

#  y r t f  * fcrp «*sr % n *  *r 
y f t p g t p g )  *  3*nft wt wrSprr
N w

* *  t  f  • • • («*w r) *

t y w & f v K ^ r f  < tflw ^ r  
iw% % *ni TfT u f#N: *pit

5 ft* ^  fw r
fa#«w *? r wt

«ir ^  ^
$ ^Rtirt | fftr
TfT ^ \ w n  1WT trf^%gy
% * r^  t  *$€t-
^  %^r^>%«r*r% ^ rir t

r̂w*wr ?rf>̂ r, ** ^ ft vt %?Rr 
2^ ^  yt̂ rr ^ ? q , ^  ^  f̂r 
?ft̂ PT t t , ftj*rr

1 1 ^ cfl 9| f  I T̂ T̂T $ fa  tPsRTTT
^ t ,  ^ w n^ lW r 5»FT s ^ * ft «PV f % f e -
ffl-5  ̂ ^T » 9VFC f̂nT ^TfflT (

* * f  r  fa yjforrfoft % 
?w*t-2t^  % ir faTRcJ m  
1 1 $  ^
f  t  ?r^r  ̂v$qr f —  

i f r a T S T ^ T  # ^ i t F n :
|  5fT t  »̂T ^ f f ir  n f t

m m ,  w  5tt?t q r  s f t r  ^ r r
t̂|?tt | fa  3W f̂ ranc *rt wt

tonO fWlr, fwar tc  1 *rw 32 
W5T % *̂T ir T
faqrr srmr, w  «rrr % t o

^  «rfef?R ^  | fa  ^
w s p b  ’s f t r  f f w i r t
IfPT || w

q#  i t  # rt
^  W lW -TO  ¥t 1?|**C ^  
PC  ^  w  fjjpl ^ f » r ?
f t f t  TO  ^  ^  J0WP* % ^
t — m  | p p  i t
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g rfoqwr ^  sfoff % srfafftfa 
q<p % qt# STTC qr ftft
^rrf^ *ftr ftrr q f  *mtsrc 
% qajsr *ft fairr *rr— w  faft ft *rf

srfcrfftfaeq %■ fa q  ? m r, q fr  % m  qftf
i f t f * T

fader *nfft i ft sroft f *
% *rrfa«ff ft *fTT fa

t o : ftfa*
«it$rC-2T5*r % snr ft tft ft*r*r % 
?rr*r f*r *t ft to r  ^rfp[ —
qf fttf f w  t r  t  t

g^rrsqw *Tfteq, f f a  % q f *  
it q§?r ? f^ r  *r * q f t  f w  *t m  
* p r t  *nf*TT f  I STM tft q f  
qflT ?T^t |  f a  a TN Tfk iff * f t  fasT®T 
% qfW % faft qT *£T  ̂W t  % 
faft fsjcPTT w tf  % 5TCT f*T?raT 
f c q r q i1 qft STT3T *ft  fa?T
tfr ssr qft ^ r t  if tfts ^efhmrf 
*rt, vpfrqrf *r wm q^ sfaq ft, 
faffRt 5ft ?m«T w  f ^  t^t | i 
fttwsnc ^r^rrsFrsrr|f— q r t  
ft q jtf qrr srro rR  «rrr q$r
«r  fa  ft f̂t is  TTsjftawf*? 
snqrqtuw rft?— f a i f t f t ?  e w T ^ f t -  
m  w q f t g q * f  itt?) f faeqT— ^
T O  «Pt fft?TT q»t V t f  “ q f m  «FTT-
«rt^PT" qft^nwtfr3nft,wtfa*rprf 
q?t v f a  % * £ * r  * f t  % arsrrq-H#-^t-qftrf 
<TT qtfc*T V T  % ®t£ ?qq-qrT ff lT  qfaFT 

*pfr qst 3?r % fqr% q*: ft ? ^r 
$  faft, ft wr̂ ?rr ̂  q t  w ^ 'R v r q w  
qefiq? sn*? I

S»n*ftirftqrwqftqn(ft[t I m^r 
s t t  $■ % qft ft *ram
1620 L.S.—8.

wnrr «rr i sn^t cpst qwhsfW v*ftsFr 
qT  ̂ ft q|?r $  fWcRT flTfq^

11 WT «? wftUftT q̂ T
% fftfffa TTWT q i  falft T* 

qffq*:*ra?<ff ? wftwrsm TftaT—  
»Nr % ft q^?r fWt m*t
f t  «ft f^pft i wnr *rrc ft qfir 
ftrqrl qtsprwf % qit ft, tww Pw  
’str % qi :̂ ft mtw srr«P fa  ^T 
^  qqT f^T% ̂ f t ,  fft «IK qfot ift ̂ > T - 
s F R T ^ rq q r^ r t^  i *prr wnr % 
ft i5t«P, f^r# q̂ » *rk 
^^•Tfts- qip— ft fftsr * r  ^  ^nr
W r W r  q 3 f t  qfrr qr WTft 

^r ^nrf *fft ?

TT̂T T̂FTT «TT 3Tq ^mft w^tftay  
^ft€t ft ^  q|?r ?rs®T f̂nqr fan «tt 
fa  *rrr qfvq’r ^t tr̂ r szrrrv ^tj- 

5Fnhw fFT ft #  I q̂ rfft ^T 
t̂rtt % ?rpff ft ?ftT «rrsr % qurf ft q|cr 

f t  qqr t, ftfasr qfc ^ ft 
q^tft^r ^ftst ^  ^mq- ^t t̂rt smrr
?ft ft fafWT F7 ft spf ?^r t  ^ fa  f.fa
w p p t  % qit ft flT»r f3Rrft‘ qrtrq 
fracf t , 3rTrft ^TR- fT̂ RT ?T fWt I

q̂TBSRT ft fatft TTJq- ^t
?T5RfH>ft ?Tft qrcqr T̂frTr j  ftfâ T 
*rnr F̂t qR f̂ TT̂ !T T̂fcTT f —
% ^  ftwt ft t^r ?tbt fw R t  q #  ft 
^ I T  ?Ft *ft— -qr.T ^ T  ft*TfR T«$ 
5ft «nrr3T % uroftr ft ^  wt^ tM t  ?flff 
srt^tt eft ft qnat qr ^  Jsrraprr i 
êrft f t  qft, w  q t><t (Tttt) 

«et qft̂ r ft ^ r v t  *nft ?rt T?wfi qfli 
fft f̂t 11 s v t  ft «nrf qfft 
ftft * $ r  | ,  ftfavr s w f t  ft?ft 3ft ft 
% qi^ftqsf forr f t - f ^ r r ^ f t w  i
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i t m  n?ft aft Ttar ft |
a f r s s r ^ t  * n f t  f a t f t  1 1
ftft ft Tfr | »Tfrci^ m

O TftT TT3RT f , OT31TTW  %
jpiftrefoer t t w t  % \ w r  f * r  *ft*ft  %
faft * f  *Pf tft aTT5f ^  |— STH" 
1960-61 cW JTfRnsj % IJST *?tft 

7$, 1962 % *TfT OTft, *ft OT7 ft
1962 % sts to n : **r srrt % #arr 

1 1  < rr5 r$ fa % *T ra %  f t ^ s r t ’s t e ' R  
iTfTCP*? 3T fo fT S  S§<T f?t W h p f k  | ,  
* F 5 T f n f m t |  i

srraRt ^  ^  | fT27 *n?ft $  
ftstfcTtftsntff I 1966 ft 1971 
%  ft  q f r ^ f t  OTTkT ft* T f F̂T 3c<TT^T

f t  TOT I o t w  * t s *  %
«re®r arn r ! 1971 %  wr? o t t  w
«r$ | t - f ^ T T  ^  § o t , s rt-fa fr f 3rf*?r 
O T TOT, T O R  *T ^ t f»fr^T^T? %“ *TT^ ? [¥ 

f t n f t ,  1971
T̂OTT ft ^  55TSaPT% ^  foft I 3tTT-

qrf^wt m ra ft 6 ft *ig ^  3<qrre?r
*^ 5 T § O T , «T*TT O TT ^  < P s fh TTO r
% ^r ft f*r ^t
^ ^ ? f t a r r ^ f t ^ ^ w f t  ffoffirf%
f t  STTcft, 1 9 7 0 - 7 1  %  WW f!T
spt f f t e m f a r  * t » r  <rc 75 »nf s ftr  *Rfrsrr
q f  § O T f a  f*TTTT STF* f a r  "fto’̂ T o  
4 8 0  5TR7 ft 1 1

•ft i w  nio (%r=Ftwr) 
tnrr, w r t t t  ^  to !  ,jn8T 1

«ft mj fan$ : *rf ^rf tt  fro*r 
arer q w f r *  t »  ^  ^  OT?rT*r$fr ' f f t  
ft*r r  * r r f # f  t f t t f  * ? r ^ ,  o t< t $  ferfr 
v i  « w f t  t t  sr«ftn qr^t r w r  ^ r r  1

«ft w ? r  mS : w i t  *t » r ^
tft — w r m r  ( jr z z )  * ft  w  7

«ft W  ^  ̂ 9T ft yvsz
*T ?

«ft #w?r w& : *Tfr<i«$ ft, inRw
ft— ^  ft TT3# ft «TT I

« ft  f i w t :  f i ^ f t  %  ?rt
srTfT̂ jf Tfr f  i ^ffr 

*5t f*nt ft ?feft 
t ,  w f t  «ft ^ V n r  %  3 F R  O TT 9cft 
ftnfa |, w  f^ft #  3?nw ^ TfT  ̂ fwr 
^ t Tn^ffcT fTt «Ft f?r ^nr ft n̂TT̂ ft- 
-srrcr #  w r  #  r̂nrft % W t o t t

^  |  I 2Tf% V R T W l  f t  JPT ffc r  %
f^rrw wTOf?f7t n ^nft, ^  
f H m  jfrrft ?ft *r?

qr OTcft i P fr-# *n : h t ^ t «rrar 
OTTO # o  tn^o 4 80 TT * T W  aR 
ar̂ »TT— x *  m z  ft ?r ?fft i

SHRI P M MEHTA (Bhavnagar) 
Mr Deputy Speaker, Sir, I have 
raised this discussion on working of 
the nationalised banks so that peo
ple can judge the performance and 
the working of the commercial bank? 
after nationalisation Nationalisation 
of fourteen commercial banks m 
the year 1969 was a major event 
We were committed to it and it has 
political context also I do not want 
to deal with this vital economic mat
ter m that political context but I 
will deal with its performance, its 
economic aspects and its impact on 
the economy and its results and the 
service rendered after the national! 
sation, in a dispassionate manner

Sir, the House will recall th<U 
State ownership and control over the 
commanding heights of economy was 
found necessary m the year 1969 and 
therefore, the fourteen banks were 
nationalised The major objective of 
nationalisation, was to reduce the dis 
parity and inequality between the
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different categories of borrowers as 
well as different categories of 
regions. It was also in order to en
courage the development of the un- 

, der-privileged sections of society and
tie different under—developed areas 
f the country.

| This bank nationalisation was
; thought to be a powerful weapon to

gear the economy towards an all- 
I round balanced economy. Various

Government pronouncements and the 
annual reports of the Ministry of Fin
ance indicate the objectives in this 
regard. They are as follows:

(1) to mobilise deposits on a 
massive scale throughout the 
country and not in cities and 
large towns only;

(2) accelerate lending to pro
ductive endeavour of diverse 
kinds, irrespective of size
and social status of borro
wers, particularly in hither
to neglected sectors such as 
agriculture, small industry
and exports and promote
rapid growth thereof;

(30 sustain and generate gainful 
employment in the direct and 
indirect' manner on a much 
larger scale than before;

(4) secure a more equitable
distribution of credit
throughout the country by 
having a balanced prog
ramme of branch expansion 
particularly in States and 
areas which have lagged be
hind or were unbanked/ 
underbanked;

(5) encourage new entrepre
neurs and contribute to the 
development and growth of 
all backward areas;

(6) serve as active catalysts in 
viable development in as 
many sectors of the economy

as possible and provide im
proved and extended services 
to the general public.

Now, let us examine whether the ob
jectives have been achieved, and if 
so, to what extent and whether the 
working has improved or deteriorat
ed and what its total impact has been 
on the general economy, on the 
under-privileged sections of society 
and the under-developed regions.

So far as the deposits, the expan
sion programme and extending the 
banking facilities to the non-banking 
areas are concerned, the position is 
this. The amount of deposits in 1969 
was Rs. 620 crores, and at' present it 
has increased to about Rs. 2000 
crores. The number of bran
ches has increased from 8000 in 1969 
to about 17,000 at present'. The num
ber of mofussiI centres has increased 
from 1860 to 6000 now. This is a 
good progress so far as deposits and 
expansion are concerned. But at the 
same time, the lending rate of inte
rest has also increased. It was 9.6 
per cent in 1969 but at present it is 
between 13.5 to 15 per cent'. This 
factor has added very much to the 
cost of production.

So far as the financial picture 
is concerned, out of fourteen banks, 
six of them are running on losses and 
two are on the borderline. Govern
ment have preferred to hold the bank 
employees responsible for this situa
tion. They say that the agitation of 
the staff is responsible for this dete
rioration in service. But I would ask 
the hon. Finance Miniser whether he 
is not responsible and whether Gov
ernment are not responsible for the 
deterioration of the industrial relations 
in this very important 'sector. Are 
you not responsible for maintaining 
the harmony, the lack of which has so 
badly affected the working of the 
banks? I would like to warn Govern, 
ment that industrial relations in this 
sector are at their lowest ebb and
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Government should take precautionary 
measures to smoothen them.

I will give a comparison of the 
progress or development of the back
ward areas and developed areas be
fore and after nationalisation. The 
average annual growth rate in back
ward areas before nationalisation 
was 21.7 per cent and the annual 
growth rate after nationalisation is 
21 5 per cent. That is, it has declined. 
In the same way, the growth rate in 
developed areas before nationalisa
tion was 16 0 per cent and after na
tionalisation it is 16.2 per cent. Here 
also it has declined. This is the pro
gress.

THE MINISTER OF FINANCE 
(SHRI YESHWANTRAO CIIAVAN): 
What is the source of the figures he 
is quoting?

SHRI P. M. MEHTA: Economic
Times. Nationalisation has not* been 
able to make any dent in the existing 
favourable balance of trade position 
in developed area vis-a-vis back
ward areas, as regards deposit mo
bilisation and banking assistance. 
Throughout the period 1966-72, the 
developed areas have contributed a 
relatively lower proportion to the 
total deposits mobilised by the bank
ing sector as compared with its re
latively larger share, in the total 
advances made by the banking sector. 
In other words, the backward areas 
have contributed towards the finan
cing of economic activities in deve
loped areas, instead of it being the 
other way round. The aim was that 
deposits would be raised and advan
ces would be made to develop the 
economy of the backward areas and 
it would help the local people in 
their economic betterment. But the 
result*? show that deposits from the 
backward areas have flown to the 
developed areas. This is the net re
sult. It has adversely affected the 
rural economy after nationalisation.

The Economic Times has observed:
“The continuing poor assistance 

deposit ratio in the backward areas 
and the pate of the economy in 
fact indicates in a sense the nega
tive role of the nationalised bank
ing scctor. By diverting the back
ward area deposits to developed 
areas, it prevents the operation of 
the consumption multiplier to the 
full extent in the backward areas 
Had the mobilisation of deposits 
not taken place in these areas”—

this is very important—
“the same volume of income 

would have either been invested 
in fixed assets or consumed. In
either case, a large part of tht>
money would have circulated 
within the region, giving to somp 
extent a boost to the economy”.
Now, what has happened? The na

tionalised banks have exploited the
rural population. This is the net re
sult of the functioning of the banks 
I should like to refer to the speech 
made by Shri Mohan Dharia, the 
hon. Minister of State for Planning in 
Poona on 14-7-1974. It is reported 
in Deccan Herald dated 15th July
1974:

“Poona, July 15: The Union
Minister of State for Planning, 
Mohan Dharia today lashed out at 
the custodians of some nationalised 
banks of India ‘who were obstruct
ing the success of the nationalisa
tion*. Inaugurating a seminar on 
the occasion of the 5th anniver
sary of the nationalisation he said 
that the custodians had opposed 
imposing social control of bank'- 
and even today they have been 
ridiculing the decision of nationa
lisation. They should better be 
relieved of their responsibilities 
He said that some directors and 
chairman have been working in the 
same way as in the past Govern
ment was also not prepared to
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delegate responsibility to the banks 
completely and this had retarded 
their stipulated progress, he said. 
Mr. Dharia said: Corruption mal
practices and in effective adminis
tration seriously affected the per
formance of national vision. Mr. 
Dharia said: that he himself had 
a bitter experience of the banks m 
connection with the Planning 
Commission’s scheme to provide 
jobs to the educated unemployed. 
What is the use of nationzlisation 
if the banks are obstructing the 
process of development instead of 
resolving them, he asked. The 
Seminar was organised by the 
bank users’ association and the 
Bank of Maharashtra Chairman 
presided.”
The Minister of Planning had 

commented this way on the working 
of the nationalised banks in this 
country.

SHRI B. V. NAIK (Kanara): He
told this in his individual capacity.

SHRI P. M. MEHTA: I do not
accept it. He has no individual 
capacity. He says his proposals 
were negatived and Government is 
not behaving properly. Who nomi
nates the chairman and directors? 
In the same way who prevents from 
stopping them or removing them? 
You do not do because it politically 
suits you. You always make appoint
ments according to your political 
convenience. This result in the de
terioration of the working of the 
banks.

I shall give some instances and 1 
hope the hon. Minister will take note 
of them. A TT was sent from Bom
bay to Calcutta transferring a big 
amount of a client'. Maybe a lakh 
or so. It took 17 days to get pay
ment. Common men, small farmers, 
artisans and retailers and Harijans 
do not get advances from nationalised 
banks according to their require
ments. Over and above they ex- 

i Perience harassment in getting ad

vances, when they do get them some
times. Recently I had a talk with 
the Deputy Manager of the State 
Bank of Saurashtra, a subsidiary of 
the State Bank of India at Bhav- 
nagar. I referred one case of a Hari- 
jan who had asked for a credit of 
Rs. 2000 only for some small indus
try. The Deputy Manager said, “It 
is not possible for us to give him any 
credit at present, because we have no 
money.” In the same way, I referred 
two or three cases of agriculturists 
of village Nonghanbadar and another 
village, which is a part of my consti
tuency. He politely said, “We have 
no money. Even if they come in a 
number of ten and if we adopt that 
village, even then we have no money 
to lend”. This is the position of the 
nationalised banks. They have no 
money to lend to the small farmers, 
small artisans and Harijans.

The procedure followed by the 
banks in granting loans and advances 
to farmers and small industrial units 
in the country should be properly 
checked up. The proper procedura 
prescribed by the Reserve Bank of 
India has not been followed by the 
Bank of Baroda, Jamnagar and Juna- 
gadh branches in granting advances. It 
is a fact that agents of these blanks in_ 
connivance with the staff have sane* 
tioned loans of Rs. 80 lakhs to on 
partnership firm without’ prior sanc
tion of the Reserve Bank and with
out consulting the Central Ban* 
during the period Ju ŷ 1972 to De
cember, 1972.

Now I will refer to some unfair 
practicos adopted by the Bank of 
Baroda, Junagadh branch. In almost 
all cases, advances were given to tht* 
borrower through third party (not 
the farmer). There were selected 
touts who came to the Bank oi 
Baroda for getting finance to th* 
farmers. They were charging broke
rage of 10 per cent for the sum ad
vanced. No personal verification of 
the lands were being undertaken by



235 Report of Banking AUGUST 14, 1974 Report of Banking 2$6
Commission and Working of Commission, and Working of
Nationalised Banks (Dis.) Nationalised Banks (Dis.)

[Shri P. M. Mehta]
the responsible officer. At times, one 
watchman used to visit some places 
and on his recommendation, the next 
day advance was being given. Pro
posals were scrutinised by one clerk 
and sub-staff along with the agent. 
No priority list was being maintain
ed by the bank. No authority was 
obtained from the higher authority 
and payment was also not made by 
the bank, for letter of undertakings 
which were got printed in the local 
press. One watcham got the pres
cribed forms of the bank printed in 
some private press and he was selling 
those forms. On those forms, the 
whole procedure was going on. There 
are a number of cases where there is 
impersonation is done. Loans are 
sanctioned but the payment is not 
taken by a third person.

A person who was involved in a 
conspiracy case and who was in jail 
has been sanctioned a loan. When he 
was in jail how could he execute the 
documents? So, there are a number 
of cases where corruption and unfair 
practices are going on in almost all 
the branches.

16 hrs.

My hon. friend, Shri Madhu 
Limaye, has referred to the issue of 
overtime. The amount of overtime 
paid from January 1973 to June 1974 
comes to Rs. 415 lakhs, which is a 
big amount. Why do they not make 
appointments according to the work
load and thus do away with over
time? Why do they not streamline 
the procedure in such a manner that 
the banks are not required to make 
their employees do work overtime? 
X would say that it is not the fault 
of the employees but of the manage
ment that they require their emplo
yees to work overtime. 1 would say 
that there should be a survey of the 
workload and that they should 
streamline the work in such a man
ner that the employees are not re

quired to work overtime. The 
amount which is being paid as over
time is a huge one and it is adverse
ly affecting the financial position of 
the banking industry.

Lastly, 1 would refer to a very 
small point. I had occasion to tele
phone to the Manager, Nalbazar 
Branch of the Union Bank of India. 
I had received one communication 
from the hon. Finance Minister and 
on that reference I wanted to know 
the latest position regarding one 
case. So, I telephoned to the Mana
ger of the Union Bank of India, 
Nalbazar Branch, Bombay. His Ex
cellency said “I will not talk on 
telephone” . Then I told him that I 
am not pleading that he should give 
a loan to the party concerned, there 
he may do whatever he likes, I have 
nothing to do with it but he should 
reply to me in connection with the 
communication I have received from 
the hon. Finance Minister. He re
fused to hear the contents of the 
letter of the hon. Finance Minister 
This is the behaviour of the Bank 
Manager..

AN HON. MEMBER: Now, he
will be promoted.

SHRI P. M. MEHTA: Certainly

The Bank Managers are duty
bound to speak in a courteous lan
guage and to hear the people. He 
should have noted the reference and 
then verified it. He had no business 
to say, “I will not hear you or I will 
not listen to the reference that you 
are making.”

After the nationalisation of Banks 
I would say, the overall impact on 
the general economy is practically
nil. We have seen the prices goin* 
up; we have seen the costs going up 
It has not benefited the small farmer 
the small artisan, the people in th 
backward areas, the Harijans an 
others. On the contrary, the deposi
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of the backward areas are diverted 
to the developed areas. The other 
day, in the Rajya Sabha, the answer 
given to one question indicates that 
75 big houses are given a major por
tion of the borrowings. This is the 
way in which the nationalised Banks 
are functioning today. It requires 
immediate attention of the Govern
ment. I do not know whether this 
Government is capable of controlling 
the nationalised Banks.

SHRI D. D. DESAI (Kaira): Mr
Deputy-Speaker, Sir, two of our Op
position Members have said many 
things regarding our nationalised 
Banks. We had nationalised the 
Banks with certain objectives. Na
tionalisation was a means to an end 
To that extent, we can examine in 
terms of the final achievements we 
have made, related to expectations 
we had of the banks.

I do not want to go into details 
because of limited time at my dispo
sal. I can say this much that we 
have a long way to go and I would 
make a few constructive suggestions.

The Banks have two primary 
objectives. One is, of course, pro
duction. Finance is the basic neces
sity for increasing production. In 
the light of that, we can examine 
our agricultural and industrial pro
duction, a certain amount of stagna
tion and inflation. For that' matter, 
we have to go into some of our 
methods. I do not want to talk of 
Banks as a third party. After all, 
the Banks form part pf the Indian 
economy. To that extent, we have 
to organise our house in relation to 
our own objectives and to meet our 
own obligation. Therefore, in rela
tion to our approach to the finance, 
we may say that in the matter of 
deposits that have been collected 
from certain areas deposits that 
have been advanced to certain other 
areas and the productivity per capita 
0* investment, return in terms of 
production, In absolute terms or in

terms of G.N.P., we have not kept 
track of watching it. Analysis might 
help us in reaching a certain advan
tages lending system which might 
mean some more production itself.

Now, an important point which our 
friends made was with regard to 
agricultural finance or financing agri
cultural sector. Here again, I might 
say that we have to do a lot because 
the fact is that deposits have been 
collected from agricultural sector 
which has been deprived of its earn
ings, because monies are invested 
elsewhere. It is well known that all 
the money that lies in American 
banks today had its origin in the 
farms The American economists 
have recognised this; economists like 
Barbara Ward have made it very 
clear that had it not been for initial 
generation on the farm front, the 
American economy would never have 
been what it is now. This by itself 
is an example for us to regenerate 
our economy which we are today 
finding difficult to make good.

Another area is the industrial sec
tor. Here I would say that a lot of 
lending, is* gbing* into stagnant in
vestments. This must be curtailed 
and a certain amount of rotation or 
fast turn-round should be done so 
that' the funds generate more wealth 
than we are presently having and 
our per capita income is so 
increased.

There has been some talk about 
our banking delays. Just now hon. 
Member, Shri P. M. Mehta, talked 
about the approach of one of the 
Bank Managers. Here I would *ike 
to narrate one of my recent experi
ences. 15 days back in England I 
talked to the Industrial and Com*- 
mercial Finance Corporation and 
casually asked them h°w 
financed their industry. I did «ot 
tell them the fact that I was •Mem
ber of Parliament; I jus* wHraft to 
them as a commoner. Thfjr put me
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to one Dr. Cross. He talked to me. 
The next day morning I received a 
bunch of papers from them giving 
the various details about how they 
lend in the United Kingdom. In the 
whole of western world, in fact even 
in developing countries in South 
America and North African coun
tries, the feeling of urgency does exist 
and there is a certain amount of 
quick disposal of matters. The per
sons in our banks must be advised 
or briefed that time is a costlier 
commodity and that we have to see 
that the time is not lost in wasteful 
ways.

Then there is the question of re
conciliation of accounts. Mr. Madbu 
Limaye made a reference to that. 
Here I would say this much that our 
Government must insist on quarterly 
balance sheets. There are many 
banks and many companies in the 
world which give quarterly dividends. 
In other words, they close their 
accounts every quarter. In fact, some 
of the foreign banks in India recon
cile their accounts weekly and the 
head offices prepare their balance 
sheets quarterly, and some distribute 
the dividends after approval by the 
Direction, body. Therefore, for our 
banks not to have balance sheets for 
three or four or five years is some
thing which we should not tolerate. 
(Interruption). I am saying quarter
ly because if you give them a higher 
target, then they might try to do 
something. This,is one of the areas 
in which, I think, we should insist on 
some performance, because, after all, 
it is from the balance sheet that we 
can operate business or industry. If 
there is no balance sheet, then we 
would not know which direction we 
are going in. It is more or less a 
radar or a compass by which we 
know the working of an organisation. 
One of the biggest financiers told me 
that we should never invest in a 
company which does hot issue balance 
sheet in six months from its closing

the accounts because that ia a sure 
sing of its founding on something.

Now we have talked about deposits 
and disbursements. There again the 
centralised system should not mean 
manipulation. This is what worries 
some of us. We have seen that for
merly the accent was on the Directors 
and the Chairman in the Banks. They 
used to use money for their own or 
friends benefits. Now, after the na
tionalisation of banks we have seen 
that this privilage has gone to the 
officials. We find that regional alle
giance, linguistic offinities, religious 
affinities and casteism-all these things 
are distorting the central operating 
mechanism. Therefore, the Govern
ment should sec that there is justice 
in distribution. Recently I was read
ing in the paper that the UP Govern
ment was sore about the big deposits 
that are being received in the State 
but less of them being disbursed in 
that State. Same is the case with 
regard to Gujarat. In Gujarat, the 
deposits receive^ by 4 nationalised 
banks are about Rs. 700 crores and the 
advances given are only Rs. 400 crores 
anr there is a gap of Rs. 300 crores. 
There are certain States which deposit 
Rs. 400 or 500 crores but get loans 
to the extent of a couple of hundred 
crores of rupees more. Some people 
say that these States can use the 
money better. But you can rest as
sured that a State or person who 
generates money has a better capa
bility to utilise the money and has 
also a better means to make it more 
productive and profitable. There
fore, any question of intelligence, 
knowledge or education is no guar
antee for an effective execution of 
any scheme, because, in my personal 
experience. I have found that know
ledge and intelligence and education 
have nothing to do with the ability 
to perform. Therefore, the mere 
argument of qualification does not
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work in practice. Therefore 1 would 
urge upon the Ministry to see and 
issue strict instructions, as, after all 
injustice would result in tendency 
on the part of the States to make 
firstly claims, then demands and 
ultimately} agitations for more auto
nomy, because once the people see 
that the central apparatus operates in 
favour of only a few States, the confi
dence will be lost and present posi
tion or advantage of having a federa
ted India or a united India and a big 
unit will be lost and it would lead to 
unnecessary fragmentation. This is 
what we should prevent at all costs. 
That is why I am just putting this be
fore the Ministry. Do justice to all.

There has been a suggestion by the 
Banking Commission to have rural 
subsidiary banks. I do not know what 
the Ministry or the Banking Com
mission has in its mind about the man
ner of execution. The value of les
sons could be learnt from the large 
amounts of monies that have been 
advancer in a very good number of 
countries where in effective actions 
have been taken on the rural sector. 
Somebody would say: why make such 
a general statement? Recently I was 
visiting a large number of countries 
in Europe, South America and North 
Africa early this month as also last 
month. I saw actual situations exist
ing there. Unfortunately for us, we 
are looking small because we are lag
ging behind. I also observed that the 
respect for us has gone down. As a 
person who had seen how respect for 
Indians had changed abroad in the 
forties, fifties and the sixties I can 
safely say that the respect for India 
and Indians was the highest in 1949-50 
and the respect for India and Indians, 
to-day, in 1974 is at the lowest. This 
particular things I am not saying for 
the purpose of any criticism but I 
want that we must have some intro
spection and we should try to see how

we can get over the present deficien
cies we have.

There has been deterioration in the 
banking services. This again I would 
tell you from my experiences in the 
United States and elsewhere, it takes 
hardly a minutes to cash your cheque 
and most of the documents you can do 
in matter of a few minutes. In India 
we have found that when we want 
to cash a cheque it takes a lot of 
time. It takes 6 months to get a 
paper pushed through. I am not 
talking about grant of loans. If one 
deposits money and completes for
malities of the documents, etc. it takes 
about 8 months and even one year 
to forward.

1 now come to the subject of in
flation. Fiscal policies are under
standable but they alone will not solve 
the problem.

When we heard that in Indonesia 
they were paying 15 to 17 per cent 
of interest we thought that it was 
something unusual but now in our 
own country we are facing a similar 
situation and we are paying now 
about 15 per cent interest in order to 
hedge inflation.

So, what I suggest is that not only 
fiscal measures are necessary but we 
should have production and more pro
duction and that appears to me to be 
the only way out of the present 
difficult situation which is facing us 
(ends).

SHRI SOMNATH CHATTERJEE 
(Burdwan): Today we are discussing
the Banking Commission's recommen
dations. The report was submitted in 
January, 1972. It is fit and p r o p e r  

that after 5 years of the nationalisa
tion of banks the House should consi
der how banks have been w o rk in g  and 
urhat benefits the common man «& the 
country has got. We supported na
tionalisation. The c o m m o n  people of 
the country supported it vrttix the great
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expectation of getting the real benefits 
out of the nationalisation of banks. In 
1969, when the banks were nation&Usd 
the Government came to control 83 
per cent of the deposits and advances 
m the country and 80 per cent of the 
working of the commercial banks in 
thm country, and these came under 
the direct control of the* Government.

When the Nationalists Bill was 
introduced and discussed m the House 
the then Finance Minister, namely the 
Prime Minister of. the country, said 
as follows:

“Financial institutions are amongst 
the most important levers that a 
society has at its command for the 
achievement of its social and eco
nomic objectives.. ”

These high-soundmg objetives are 
very good. Let me quote her further. 
She said;

It is in recognition of this fact 
that we nationalised the imperial 
Bank of India over a decade ago. It 
shall be out endeavour to ensure that 
needs of production sectors of the 
economy and in particular those of 
farmers smal-scale industrialists and 
self-employed professional groups are 
met in an increasing manner. It 
will be one of the positive? objec
tives of nationalised banks to active
ly foster the growth of new and 
progressive entrepreneurs and to 
create fresh opportunities for the 
hitherto neglected and backward 
areas. By severing link between 
the major banks and big industrial 
groups steps will have been taken 
to bring about development of pro
fessional management in the bank
ing field."

And then she said:
“Our sole consideration has been 

to accelerate development and thus 
make a significant impact on the 
problems of poverty and employment 
and bring about progressive reduc

tion of disparities between rich and 
poor sections of our people and bet
ween relatively advanced and back
ward areas of the country."

A very laudable objective. But the 
question is how far the Department of 
Banking of the Government of India 
has been able to achieve any part of 
these objectives. The question is whe
ther any reasonable amount of success 
has been made in achieving this.

Let us take the disparity position 
between the different States m this 
country and different regions. So far 
as relative backwardness of the eastern 
and north-eastern regions of the ioun- 
ry is concerned, it is so wellknown and 
pronounced—I am very sorry to say 
so—that whenever I raise a question 
from time to time, a stock answer 
comes, namely, that we are lookmg 
into the matter and we are pivmg 
a direction. But nothing has been 
done. After five years there nas been 
statistically a lot of improvement in 
the banking facilities. We have nu
merous branches, some required and 
some not required, and when I raised 
it in the Consultative Committee meet
ing, I was told that in a residential 
area within one furlong there are five 
branches of different banks what for 
I do not know. The statistics show 
that there are numerous branches and 
there have been a large deposit mobi
lisation and comparatively a large am
ount of advances is being given. Who 
are the real beneficiaries? Are they 
being distributed in accordance with 
the needs of different areas and of 
different sections of the people? Arc 
the backward areas getting the rea1 
benefits so that they can develop? Ha.1 
that been achieved or not? From tha 
point of view, you can consider whe 
ther nationalisation which we all sup 
port and want it to be successful full 
has achieved its objective?
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So far as population figure per office, 
that is, branch in west and South 
India is concerned it is 30,000 per 
office while, in Assam it is 90,000 per 
office. In Bihar and in Orissa it is
100,000 per office. But so far as rural 
areas are concerned, the disparity is 
still greater. Against the national 
average population of 92,000 per office 
in the rural sector it has been more 
than 2 lakhs in a majority of the States 
in the Eastern and North-eastern re
gions.

Surprisingly, even in the intra-State 
distribution of banking facilities, there 
has been a marked disparity. If you 
will kindly see Khe Bulletin of the 
Reserve Bank of India on banking sta
tistics, in northern region which com
prises of Haryana, Delhi, Himachal 
Pradesh etc., you will find that Delhi 
takes a lion’s share of the advances. 
In northern region, the total amount of 
advance has been of the order of Rs. 
443 crores out of which Rs. 267 crores 
is for Delhi alone while, in the whole 
of Himachal Pradesh it is Rs. 
2.49 crores and for the entirety of 
Jammu and Kashmir, it is Rs. 2.03 
crores. So far as North-eastern region 
is concerned, I am sure you will also 
be interested to know that, that is, 
Assam, Meghalaya, Manipur and Naga
land, Tripura, Arunachal Pradesh and 
Mizoram which constitute north east
ern zone for the purpose of banking 
facilities, it is Rsl 17.78 crores as 
against Rs. 443 crores in the northem- 
region. The Eastern region gets Rs. 
435 crores, that is Bihar, West Bengal 
and Andaman. In the western re
gion, it is Rs. 1,295 crores, that is, 
Gujarat, Maharashtra, Goa, Daman, 
Diu, Dadra and Nagar Haveli. In 
the southern region, it is Rs. 581 cro
res. This is the disparity which I 
am reading from the Reserve Bank of 
India’s Bulletin, April, 1973.

I was saying.how in a particular re
gion, the disparity is there. It will be 
seen therefrom that in Maharashtra 
less than 25 per cent of the district has

got 60 per cent of the facility of bank
ing One-fourth of the district has only
10 per cent of the banking faci
lity. Therefore there is concen
tration of 60 per cent of the bank 
offices in the developed areas in Maha
rashtra. One fourth of the area of 
the State is enjoying sixty per cent 
of the banking facilities. The rest of 
75 per cent of the district has got only 
40 per cent of the banking facilities. 
Unfortunately, although one of the 
major objectives has been to help in 
the development of the backward areas 
the tendency has been to go for an easy 
profiteering in the matter of lending. 
That has happened. I believe the hon. 
Finance Minister has said in the other 
House that five major business houses 
are enjoying about 75 to 80 per cent 
bank advances.

16.30 hrs.

[Shri Dinesh Chandra Goswami in 
the Chair]

Is that a desirable thing? Was that 
the purpose for which the banks were 
nationalised? I would like the hon. 
Finance Minister to tell us how you 
have helped the backward areas to 
progress; what facilities you have given 
for agricultural production; how has 
this huge amount lying with the banks 
been utilised to increase fertiliser pro
duction? If I may read from the hon. 
Finance Minister’s last speech while 
introducing Finance Bill No. 2, he said:

‘‘Fundamentally, the imbalance 
that now exists in our economy can 
be removed only through sustained 
increase in agricultural production 
though this is not going to be an 
easy task because of inadequate in
digenous production of fertilisers 
and steep increase in their import 
price.”

What role have the nationalised banks 
played in increasing agriculture* 
production in this country? 1 would
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like again to quote from the Reserve 
Bank of India bulletine:

“Out of the public sector funds 
advanced to priority sector the posi
tion as on June 1972 was that 8.4 
per cent was advanced for agricul
tural purposes out of the total am
ount of credits granted.”

This is the position. This disparity has 
not been removed. The stress on agri
cultural production and on farming 
loans has not been given. Though 
there is increase in the advances to 
priority sector I find that from the 

,report that there has been almost sig
nificant increase in the share of the 
priority sector in the total bank credit 
in June, 1974. Although amount-wise 
it has increased, proportionate-wise it 
has decreased.

The whole of the eastern and north
eastern region shared only 11 per cent 
of the total credit loan to priority sec
tors. It is a very sorry state of affairs. 
You cannot have proper and adequate 
development of the country by keeping 
areas and areas perpectually backward. 
You do not think western India alone 
will bring all-round development of 
the country.

No doubt, there has been an enor
mous increase in the number of bran
ches but, Sir, we have to see that these 
branches become a commercial propo
sition and that it is not just for the 
purpose of record that this bank has 
so many branches. We have to see 
their commercial feasibility. We have 
to see how far it has commercially 
helped. I am not saying you open 
branches only with profit motive. You 
have to open branches in the rural 
areas which have remained backward, 
but the stress should not be only on 
the number of branches opened in a 
year. Our people know that a mere 
increase in the number of branches 
does not help in their difficulties.

So far as the functioning of the 
nationalised banks is concerned, I 
think the greatest defect has been that 
they have failed to create one of the 
most urgent necessities, namely em
ployment potentialities or employment 
opportunities. A scheme had been 
recently indicated to the people, I 
believe in the last year’s budget, in 
regard to self-employment. We would 
like to know how it has worked, and 
how much employment opportunities 
has been created with the help of the 
banks. We would like to know the 
statistics in this regard. It is vo use 
merely trying to give ideas to the 
people without telling them what the 
actual result is. We would like to 
know categorically how far the 
nationalised banks have helped in the 
creation of greater employment op
portunities. What is the extent of 
employment given so far?

Their second failure is that they 
have not been able to broaden ade
quately the interpreneurial base m 
this country. That means, so far, 
their stress has been on or their love 
continue to be with these monopoly 
houses. They do not make loans 
available to the small and honest en
trepreneurs. Those who have larger 
amounts are able to run away with 
large amounts for So many purposes 
from out of public money, and Gov
ernment are allowing them to do so 
in order to keep them in good humour.

The third failure that I would like 
to mention is that they have failed to 
increase the agricultural productivity 
in this country. There has been a 
system called the differential interest 
rate system.

So far, it appears that th« scheme 
has not been a success at all. I would 
like the Finance Minister to tell us 
whether the scheme has been a suc
cess and whether it has helped the 
common people or the poorer sections 
of the people.
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So far as farming and agricultural 
production are concerned. I demand 
that adequate finances should be 
made available to the persons who 
really need them, not the big jotdars 
or zamindars. The burghadars or 
the share-croppers or the persons who 
actually till the soil are not getting 
the benefit We would like to know 
how much money has been ppcnt on 
making irrigation facilities available 
to them, on making fertilisers avail
able to them and so on. Let the hon. 
Minister please have a look at some 
of these aspects also which are most 
important aspects. Merely coming 
to Parliament for getting more and 
more taxes levied on the basis of their 
admitted failure to increase agricultu
ral productivity will not justify the 
continuance of this attitude. They 
must justify nationalisation and ful
fil the people’s hopes and aspirations. 
They want these banks to flourish and 
flourish for the benefit of the people, 
not for the benefit of their monopolist 
friends. Therefore, it is essential 
that these things should be made avail
able with the help of the banks' ie- 
sources which are public men, and 
Government should immediately ad
dress themselves to this aspect.

In conclusion, I would make a brief 
reference to foreign banks. These 
foreign banks have developed an in
strumentality for repatriating foreign 
exchange; as regards the methods of 
dealing in foreign exchange, how they 
are doing it etc. It is very difficult 
for this Government to keep pace with 
it, and I am sure they have not got 
the mechanism for that purpose. 
Large amounts of money are being 
repatriated as earnings and profits by 
these foreign banks. Why should they 
be treated separately? If we can gene
rate resources- on our own, why 
should certain foreign banks get cer
tain privileges to take money out of 
this country? There has been quite a 
considerable expansion of the business 
of these bank*. They may not he

opening new offices or branches at 
the rate at which the other nationa
lised banks are doing. But they are 
still attracting larger amounts of de
posits. If we compare we find that 
the increase in the deposits and ad
vances in their case is no lessi than 
that in the case of the nationalised 
banks. Why should we allow these 
foreign banks with some dubious re
cord in the past and also the present, 
and which will no doubt continue to be 
so in the future? Why should we 
allow them? Why should they 
not be treated in the same fashion? 
Why should they not be nationalised, 
and why should the resources at their 
disposal also not be treated as public 
resources?

I would request the hen. Minister 
to explain it, I believe he has ex
pressed his disappointment very re
cently about the slow pi ogress in achi
eving the objects of nationalisation. 
Then what is being done for the poorer 
section of the people, for increasing 
agricultural production, for the self- 
employed professional and for the 
small entrepreneur.

SHRI P. GANGADEB (Angul): As 
we all know, the banking system in 
this country is an important financial 
intra-structure. Ownership, control 
and the credit policies in respect of 
commercial banks very much influ
ence the volume and pattern of invest
ment. Sir, the criteria of evolution, 
therefore, must be based on norms of 
social cost-beneflt analyses in a wider 
perspective. The achievements of the 
public sector banks in the recent pe
riod of course, in that sense; have 
been quite significant.

In a short period of five years, the 
deposit mobilisation and branch expan
sion have been as much as, what 
could have been possible in nearly 
two decades during pre-nationalisation 
period. It is also evident from the 
phenomenal rise in the number of 
borrowers’ accounts that lending op
erations cover a much larger variety
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[Shri P. Gangadeb],
of people For instance, from a smaUJU made available to flow for investments
figure of 2.6 lakhs m 1009, the num-fn in poor States and backward areas___
ber of such accounts now is as highll (Interruptions). Therefore, it is ex- 
as 20 lakhs This shows an increase,VJ tremely important that planning in the 
a good increase, by a few hundred#* matter of credit operations is started
per cent.

The priority sectors such as agri- 7 
culture, small scale industries, retail ( 
trade, small business, etc. have receiv
ed much greater attention than it 
was possible during the pre-1969 pe
riod when, big business controlled the 
destiny and operations of the com
mercial banks. From the reports we 
find that between June 1969 and June 
1973, the share of these priority sec
tors has increased from Rs 441 crores 
to Rs. 1297 crores This is the cor
rect picture as we see the reports.

I will further add that public sector 
banks have made rapid strides They 
are moving m the right direction 
But we should look at its dispassion
ately In certain fields, however the 
progress has not come up to public 
expectation in so far as the role of 
the public sector banks in our egalita
rian society is concerned. This is true 
specially in the sense of regional im
balances. There I have a grouse.

Then a study of credit-deposit ratio 
for different States and Union Terri
tories reveals that less industrialised 
States do not get their full and legiti
mate share of bank deposits for in
vestment purposes. For example, ac
cording to the 62nd Report of the Esti
mates Committee, the credit-deposit 
ratio varies between 10 51 per cent in 
Tripura and 107.95 per cent in Tamil 
Nadu.

Therefore low percapita-income 
States or for the matter less develop
ed States like Bengal, Bihar, Orissa, 
it is Invariably less than fifty per cent.
So, Sir it appears that either because 
of the control exercised by industrial 
magnates, or because of inadequate 
preparafion of viable schemes of in
vestment, that the deposits, are not

at the grass roots. This is a matter 
of national importance and in fact this 
will help establish in my opinion in
dustrial democracy at the grass root 
'level in the country. I am declined to 
the view that many unimaginative 
bureaucrats work with outmoded tra
ditional norms of capitalist society. 
Therefore the setbacks to progress 
have been taking place Therefore, it 
is important that the traditionalism of 
the bureaucrats is changed into social 
dynamics and geared to the obiectives 
and goals of socialism I suggest there
fore in broad outline the following to 
be considered by the hon Finance Mi
nister Firstly a series of orientation 
programmes for the bank employees 
will be of great help. Secondly, the 
procedure regarding hypothecation and 
guarantee documents for making ad
vances should be more simplified: it 
is simplified to a certain extent but it 
should be simplified more. Thirdly, 
the fear of decreasing profitability 
from a larger degree of risk in the 
matter of repayment, must not stand 
in the way of making advances to 
weaker sections of the society Fourth
ly the capitalist norms for socialist 
role of public sector banks is a con- 
tradicition in terms. This aspect should 
be looked into and the needful should 
be done at an early date. In conclu
sion, I say that there is every reason 
for the right thinking members of the 
House to congratulate the Govern
ment for their thought to achieve the 
desired goal through nationalisation of 
banks I am confident, Sir, that what
ever the leeway it shall be made up 
very soon.

SHRI VTRENDRA AGARWAL (Mo- 
radabad): The earlier speakers who 
have participated in the debate have 
covered quite a good area. I feel that
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the Banking Commission was consti
tuted much earlier than the banks 
were nationalised and their term$ of 
reference became irrelevant the mo
ment the banks were nationalised. 1 
really do not know what purpose would 
be served by a debate on their report. 
Of course the hon. House must discuss 
the functioning of nationalised banks 
during the last five years and that is 
what I should like to do now.

The banking system has played a 
vital role as an effective instrument 
of economic growth and social wel
fare all over the world. I have had 
occasions to go through their function
ing in certain developed countries. 1 
was really amazed how a country like 
West Germany which was almost de
vastated could succeed in such a short 
time in building up its economy with 
the help of hundred billion dollars 
given under the Marshall Plan by the 
United States. The credit for build
ing West Germany. I feel, goes to 
none else but the banking system. 
What have we done in our country in 
the last 27 years? Banks were placed 
under social control and then this 
Banking Commission was appointed. 
In 1969, 14 commercial banks were 
nationalised. Of course, it is a debat
able point whether the banks were 
nationalised for political reasons or 
economic considerations. My personal 
view is that the banks were nationalis
ed entirely for politically considera
tions. Bank nationalisation was un
doubtedly a major event in the history 
of free India. It had or used the as
pirations of the people. There was a 
feeling at that time that nationalisation 
of banka would prove a panacea to all 
our economic problems. The common 
man got an assurance that he would 
get the required credit to keep his busi
ness going. Tl# nationalised banks have 
functioned for last five years. Today 
let those who were responsible for na
tion ilsation ask whether the objectives 
for which banks were nationalised had 
been served. Your own Finance Mi
nister concedes now and then in 
various parts of the country the banks

have failed to serve the national ob
jective. The other day a junior mi
nister for Planning talking in Poona 
had said that bank nationalisation was 
the greatest failure because it did not 
serve the national objective. These 
are hard facts. It is no use being a 
part of the band wagon without seeing 
the repercussions and the consequen
ces. Bank nationalisation, unfortuna
tely, had not improved matters. If 
you make a very objective study of it 
in respect of profitability, efficiency 
productivity or any aspect of the bank
ing system, you will find it has deterio
rated and the depositer has suffered 
greatly. Let me put a question not 
to the Finance Minister but to che 
Congress members who hail nationali
sation whether the banks in this coun
try have proved to be an instrument 
of economic growth and as social 
change and whether they have helped 
in any way to arrest the spiral of gal
loping prices. Make an objective 
study, go deep into the problem and 
answer yourself. Then speak what 
your conscience expects you to say. 
There is no doubt that the nationalis
ed banks have done wonderfully well 
so far as branch expansion is concern
ed. During the first year between 
June 1969 and December 1972. the 
number of branches opened had gone 
up from 8,000 to 14,000. Tt was a very 
happy development though of course, 
it is a question of doubt whether they 
were opened in the right areas in the 
backward areas, or in rural areas 
where they were expected to be open
ed. There is another aspect to the 
same problem and that is whether It 
has not increased the administrative 
costs to such an extent that the depo
sitor who had nut his monev into the 
bank cannot get a fair return. I per
sonally feel that the branch exoanslon 
was a good move in the right direction 
but. because of the enthusiasm, we 
have gone at such a raoid pace that 
the administrative cost has gone up 
verv high. Further the deposit col
lection from the new branches was not 
very encouraging; it was quite poor
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[Shri Virendra Agarwal],
There is another aspect to judge the 

situation, and that is the aggregate 
deposits as percentage of national in
come, and that is low. While we feel 
'lappy that the deposit mobilisation has 
>een very very high. We have also to 

see the rate of money supply in the 
country, because bank deposit has got 
a direct relation to the money supply 
in the country. Therefore, we cannot 
afford to forget one aspect of the prob
lem when we judge the total situation 
objectively. I do not feel very happy 
there.

The previous speakers have laid a 
great deal of emphasis on the fact that 
the commercial banks, or the nation
alised banks, have not served the prio
rity sectors adequately and effectively. 
It ha& been conceded by the Finance 
Minister that the nationalised banks 
have failed in this respect. I need not 
go into it at all because it is an accept
ed situation in the country today that 
the banks were nationalised to serve 
the priority’sectors that is, the agricul
tural sector the small-scale sector and 
schemes for the self-employed. Shri 
Mohan Dharia has said in Poona that 
the scheme for the employment of five 
million has failed, and failed largely 
because of the inefficient functioning 
of the nationalised banks. Therefore, 
I need not comment on that point.

On the agricultural fnont the na
tionalised banks have failed us. The 
agricultural production is going down 
rapidly every year. I think we have 
to blame the nationalised banks to 
some extent, if not fully. Between 
June 1972 and March 1973 the propor
tion at lending to priority sectors to 
total lending rose only by less than 
one per cent. I think the banks need 
to gear up their administrative com
petence and effort in this direction.

Then while these nationalised banks 
have raised their bank credit to the 
government sector by 14.5 per cent

from Rfc. 7,491 crores to Rs. 8,581 crores 
between January 1973 to September 
1973, the commercial sector has been 
denied a fair share of the credit The 
whole of the resources have been 
directed to the Government sector. 
So the credit to the commercial sec
tor has declined by 2 per cent from Rs. 
1,954 crores to Rs. 1,915 crores. r be
lieve this is one factor which has been 
largely responsible for the galloping 
prices because the bank credit to the 
Government sector mostly goes to un
productive spending while any loan or 
credit to the commercial sector cannot 
afford to go to the unprodutive sector.

Even the total bank credit as percen
tage of the total deposits has declined 
sharply from 78.98 per cent in 1969-70 
to 69.85 per cent in June 1973.

This is the situation about profitabi
lity. It has been greatly emphasied 
that the profitability has gone down. 
I need not lay any more emphasis on 
that.
17 hrs.

1 want to say that the depositors m 
this country have suffered a great deal 
because of bank nationalisation. Why9 
It is because depositors have been de
nied a fair rate of interest on their 
deposits. Whereas lending rates have 
been raised, interest rates on deposits 
have not been raised. I feel, there 
should be a difference in the rates of 
interest between lending and deposits 
by 4 per cent.

About the Board of Directors, it has 
not been constituted accorling to na
tional objectives. I feel depositors, 
workers  ̂ economists, small agricultu
rists small entrepreneurs etc., should 
be represented on the Board of Direc
tors. Are we doing it? No. At the 
moment I feel, the Finance Ministry 
has been distributing patronage to 
theit- own favourites.

The baok efficiency is one of the ma
jor casualties today. We all know that
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out-station clearance which used to 
take three days now takes more than 
a month. We take about an hour to 
get a cheque cleared.

At the moment, indiscipline in banks 
is so rampant that it is very difficult 
for any Bank Manager to get the job 
done. The Bank Managers feel help
less. 1 suggest that banking should be 
declared as an essential service.

There is a lot to say on this sub
ject. But I would just mention two 
points more. One is that the farmer 
for whom the banks were nationalised 
is required to fill up such a series of 
forms that it has been calculated— 
let the Finance Ministry calculate for 
itself—if he wants to have one rupee of 
credit from any nationalised bank, he 
requires to spend 35 p. on filling up 
tb? forms and, actually he gets 65 p.

Finally, I would say, trom the 
speeches I have heard that we have 
reached a point when the Govern
ment must constitute a high-powered 
luchcial commission to go into the func
tioning of the Reserve Bank and also 
the nationalised banks. This is abso
lutely essential if we really want to 
understand whether bank nationalisa
tion has succeeded or not. If it has not 
succeeded a8 it is admitted at all 
hands, then, why should we not do 
something constructively and positi
vely to improve the functioning of the 
Reserve Bank and nationalised banks? 
I feel that the Reserve Bank should 
be an independent monetary authority 
in this country and its advice should 
prevail at the Government level. If 
it does not, then the Reserve Bank 
should have a right to come before 
Parliament and tell that its advice has 
not been followed.

These are some of my points. I 
feel that if we fail to re-organise the 
banking system on modern lines which 
should serve our national objectives 
in respect of giving necessary adequate 
credit to agricultural sector, small far
mer, small entrepreneur, we will not
1620 L.S.—9.

be able to build an economy at a time 
when our economy is wholly stagnant.
I personally feel that bank nationali
sation was one factor responsible for 
economic stagnation and galloping pri
ces.

*** x m  ('vnft) :
sfY «TFT app’ ?> f% fPT tfcf rRtR

^  §  3f!?r 
fefrsTu | ^ 9  sras
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t  f c  \ w r m  t t
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srre m* at *st 
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& m t  ^  317% ?rf%Fr
fsF?fr «f *p *r m  srra 3?t ^rrm 
®PT 'w N t  m  f^rnr 1 m m

favff «i7cf % f̂ TCf 
<a<te frpJT w t  1 1

n̂ r ̂ r it  4 & frrswY 
fsfarr <rr 12 ?rre *q3r.
vft qcTT ^  tit sp'tf | *rr
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f% 3*T WW  sfT sr '5 W  spfa Xt%*TT I 
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fsRT S?T TT |T W  12
*«nn%qrar 1 ^
*v a ’

w ?  fm r  §srr $ :
“It has so far incurred an expen

diture of Rs 12 lakhs on travelling 
and other expenses of the Commit
tee.”
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stpt, % ferpri i ^
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MR CHAIRMAN: You have only

ten minutes. Please try to conclude 
-within that time. Do not have over
time yourself.
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«fllTT fa%*TT I far*T*rafaj r ft ,
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“Most of the employee-directors 
among officers have suffered and 
gone through a deep emotional 
trauma at the chaotic state of 
affairs in the organisation.

“They have become totally dis
couraged finding every interest 
group ganging up and sneering at 
the honest offlcer-director for being 
a ‘stupid idealist* instead of follow
ing the whole tribal norms.
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‘In this particular nationalised 
bank, the Chairman himself, who 
could have played a major role in 
integrating the board and disciplin
ing it first of all by his own exem
plary discipline, follows the line of 
least resistance and knowing the 
various interest power centres does 
a drift exercise of siding with one 
or the other power interest as the 
case may be.”  1

This is the condition of the manage
ment. ict Ferrer (V fa*T
¥t *rt $mcr t  ? srrcS sri ntafr % 
sh w st^ t n?5r»rra | srrfcsrrat qfsn 
if «PXt, *ff f a  *pt fefrsir I

qr mm § b  ^  £ 1
■ jto  forrruTI 600 1 ^  ’TFT
« ft  q'to f ^ f ^ r  i | t  t s ^ s r t s  sj?5t

*  ferar f e f c ^ ir  ®teT 3T*mrf 1
<?THVWfWT 

qr fcrcrr p t  | tfk  cfcr w*
?T^kF tmj I  I ^  w  ^  
at 3'm w v n  | s k  <ftt

$ffiT*ftt®rr %rm
srnr «pV st sif?rcffir ararf 1 1

^SFR T^ If^r I  vftx ̂  ^ SFFT- 
m *t  ̂  m w t i  f  wk f??.
| I «bH ^  1 1
a> |>rr ̂ rrf̂ q, crV t̂ cTŶ >tt

w t ^  THf It w t  ŝp̂ rr t  ? fa r
?*t<T ^  “̂ rra 1 1
3F̂ €t % 5ft f?rar | ^ 'T

ssrnr l̂ i :

"The backward man is at Trst 
afraid to approach the bank, when 

approached tries to run away 
it, when pursued feels suspicious’ .
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2Jlg[ fT5pfr ^ I 1̂*1 *T f%9*fT
m *  m m  | *ft % m t

"If a person wants to take a loan 
o f say Rs. 5000 for purchasing a 
diesel etngine set for his farm, it 
might take 6 to 8 months; and 
there is a whole chain of officers 
and personnel who have to be 
satisfied; and the number of forms 
and performance to "be filled up is 
really amazing.’*

SrfffT sqt 
% srn? *>, qffa setrtrV

f*T5T 3TTt», H|[t f t  R̂kTT ̂  I TT5T- 
*qT*T *FT f ?TT?^ | 3*PPt ?ft W f
S3 #  *tijV t  I fifrcRT
fw r  1 s n q  3W.{ 1

O f the total advances given to the 
agricultural sector upto September, 
1973. 42 per cent had been given to 
threta States—Tamil Nadu* Andhra 
Pradesh and Maharashtra. Similarly, 
in the small-scale industries sector, 
35 per cent of the credit has gone to 
Tamil Nadu and Maharashtra.

TTireqT'T «FT *TTTR- f t  H$t | I *t 
*pt «jt ^  v£ttV i

Development of backward regions— 
how will this object be fulfilled.

*?f sit s f w  «?t 3*t
I ?  aprr 4 ^ i  f^3T $t fa%*TT ?

*rroar § fa Tfsjtanwr % src %m % 
9§<r srf'^r 11 wr 
**f f  :

‘•The Committee also note that 
while the progress, made by public 
sector banks after nationalisation 
in areas like deposit mobilisation 
and branch expansion, has been 
somewhat satisfactory, in other 
important and vital areas like lend
ing to weaker or priority sectors, 
particularly agriculture; removal

of regional disparities in banking 
development of backward areas, 
provision of improved service to 
the public—which were the main 
objectives of nationalisation, the 
progress has been slow and has 
rather fallen much short of require
ments and public expectation.”

s t a f f s  % srrct STfcnsr
srrctft sit s t o r r

«frfarif3r?T 313srrewT s f f r t i r t f w c  
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m * m )  *r R f t  I  afr &  fn r a n F F
|  * f i n f i  s r fr r
*  m t  f  *rr |  1 a i  srnffaof * t  f t
zr?r f*F R T  1 1  J5T«rit rTKTcT
1 1 Arfwt ^  ^

i t  $  'm r £  1 v
^ '3'T3rit *ii^t cf̂ aRTf f*T5Tcft f . 
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?'fsRT 5 T ^ f  f H . ‘ ^ T F ^ T  I ^?T %
m *t  <srr *r ? R t x f t  m
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SHRI C. K. CHANDRAPPAN 
(Tellicherry): It is now 5 years
since banks were nationalised in the 
country. This is an appropriate 
occasion for us to review and asscps 
the functioning of these nationalised 
banks. When the fourteen major 
Banks were nationalised the Prime 
Minister spelt out the aims of natio
nalisation. She suggested a reorien
tation of credit to fulfil social 
objectives, carrying banking to com
mon man, providing institutional 
crodit to small and hitherto neglected 
sectors both in agriculture and in
dustry and helping priority sector to 
grow.
17.18 hrs.
[Shiu Vasant Sathe in the Chair} 
These were the objectives which were
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outlined at the time of nationalisa
tion of banks. Five years have 
passed. During this period the natio
nalised banks have no doubt done 
something whifch is creditable. For 
example in the matter of expansion 
of branches there have Been branch 
expansion in the rural side< in the 
country as a whole. From 8321 in 
the year 1959, now it has come to 
80,503 branches. Deposit mobilisation 
has come from Rs. 4,669 crores then 
to Rs. 8962 crortes now. Banking 
operation in rural side has increased 
by 50 per cent. Commendable per
formance was there in certain other 
sectors too. This is one side of the 
picture the bnght side of the picture 
regarding the work o* the nationaliz
ed banks. When we take all these 
aspects into consideration we have to 
take vital aspects of the functioning 
of nationalised banks. We| were told 
in 1969 that banks were nationalised 
to de-link economic institutions fvom 
he grip of jponopo'Iy houses.

To-day it is with all justification 
that we can ask you a question as to 
how far we have succeeded? On 6th 
August, this year, our hon. Financo 
Minister, Shri Chavan, said while 
answering, a question, that five busi
ness houses in the< country, namely, 
Tatas, Birals, Martin Burn, Mafatlal 
and Bangur—these five big business 
houses—have amassed an amount of 
money by way of credits. Bs. 18,610 
is the total amount of money in lakhs 
they have amassed. 'But, the same) 
companies, in 1969, had only Rs. 15,725 
lakhs. It has now gone up, and to
day these "big business houses in our 
country are gefttiryf a little more than 
75 per cent of the credits which had 
been given to the organised industrial 
sector. This is not a very commend
able situation. This sTiows that one 
of the major objectives of delinking 
of the industry and of the monopoly 
houses from the financial institutions 
could not be achieved successfully by 
the nationalised banks.

Another interesting thing is this. 
You may look into that. On 10th 
May, 1974, the accumulated amount 
of credits given to the private indus
tries in our country comes to 
Rs. 9,379 crores whereas the interest
ing aspect of credits that Govern
ment have taken from the banks 
comes only to Rs. 9,013 crores— 
nearly 300 crores of rupees worth of 
credit have been given to the private 
industry.

MR. CHAIRMAN: Mr. Chandrap-
pan, earlier you gave some) figure. 
Will you kindly check up whether it 
is Rs. 15,000 crores, 18,000 crores or 
Rs. 1,500 crores?

SHRI C. K. CHANDRAPPAN: This 
was an answer given in reply to a 
question on 6th August, 1974 by Shri 
Chavan. It may not be taken as an 
argument. The answer has been 
given by him in the House. The 
point here is Chat we did "hot succeed 
in delinking the bank from the 
monopoly houses. That is the point 
I want to make. Another objective! 
which was stated at that time 
was to help the weaker sections and 
the undeveloped areas. I do not 
want to go into the problems of the 
undeveloped areas as my friend, Shri 
Chatterjee, has already dealt with 
it. I would, however, like to bring 
to your notice as to what is happen
ing to the weaker sections. They 
are badly neglected. They are as 
badly neglected* as bclfore. Though 
I cannot use the word ‘worse’ I use 
the words ‘as badly as it was before’. 
Shri Naik is not here. Otherwise he 
would have fought with me when I 
say all these things. A statement 
made by the Directorate of Land 
Development said that in the matter 
of returning loans promptly the 
share-croppers and much better than 
even the jotdars. They set an ex
ample. .For example, 75 per cent of 
the share-croppers in West Bengal 
returned the loan in time. They did 
not use the loans for any other
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purpose. They used the money for 
increasing their production of paddy 
by 77 per cent. This loan was given 
for agricultural purposes. The State 
says that it is extremely difficult for 
the share-cropper to get loans because 
his credit-worthiness is always in 
question. This is the age-old concept 
which we are having regarding 
credit-worth: ness, that is you must 
have either immovable property or a 
third-party guarantee. You require! 
so many things when you are giving 
to a poor share-cropper because he 
cannot produce land-record.

Now, you take the case of lancb 
owning cultivators. They took loans 
and returned only 40 per- cent. The 
poor share-cropper whose credit 
worthiness is challenged, returned in 
time and used the money for produc
tive operations. Another figure may 
be interesting in this regard. During 
the last five yeafcs the fourteen natio
nalised banks gave short-term and 
long-te(rm loans to fanners holding 
below 2-112 acres ol land only 24 per 
cent, and farmers having above 2- 1,2 
acres 66 per cent, whereas farmers 
having more than 10 acies Rot 34 per 
ecnt of the loans This is about short- 
lorm loans When >ou ccme to Ion?- 
torm loans, the situation is still 
worse. Those having 2} acres got 
only 5.1 per cent; above 21 acres got 
94 9 pclr cent and those above 10 
acres got the maximum share, that 
is, 02 3 per cc*nt

The greatest indictment on the 
bankruptcy of the policy comes from 
the Public Accounts Committee. I 
may quote:

"The Committee  ̂ are riot convinc
ed that the nationalised banks have 
been, able to meet the genuine re
quirements of the credit for the 
wea&Kr sections at the society in 
"whose name the nationalisation 
*che*fce wag implemented."

Now, this is happening. There is 
big number of bureaucrats for run
ning the whole institution. It will be 
correct to say that instea'd of natio
nalising the banks the Government 
has bureaucratised thej whole *et-up. 
If you want to touch the problem, 
first of all, the Reserve Bank of India 
should be re-structured. The persons 
on the Board of Directors of the 
Reserve Blink of India—I will not 
say they are agents—arc* pervmg 
their own cause. Mr. Chavan said 
the other day that he will not touch 
them because of the hoary situation. 
This Board of Directors is analogous 
to the Railway Board set-up, name
ly, the same concentration of medith 
val type of bureaucracy in the 
highest-policy-making body. When 
they give loans, they should take 
into account the needs of the 
poorer sections. They should not 
give loans to the blackmarketeers, 
harders and profiteers. Last year 
there was a case when we were faced 
with tremendous hunger and starva
tion in the country but food materials 
were hoarded by certain people and 
yt|t money was advanced to them by 
the Reserve Bank. There have also 
been cases where big business houses 
were favoured on the instruction or 
at the instigation of the Reserve 
Bank. When Goenka approached the
Wank '' huge loan wher th^re
was a CBI inquiry against him, the 
employees’ representatives in the 
Reserve Bank opposed it and said 
that it rtiould not bf< given, but the 
Reserve Bank said 'No, it can be 
given’. Again, when Government 
were about to announce their crodit 
squee/i1’ polic", Ti- 3 orore. ’vas inven 
as loan to a big millower. The 
employees’ representatives opposed it 
but the Government representatives 
did not say anything in the regard at 
the meeting of the board of directors

There is no point in accusing the 
employees in the name of discipline 
ta d  in thg name of tfveartim*, for tfaft
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failure in functioning the nationalised 
banks. They have done good work as 
employees and as directors of the 
nationalised banks. Here, l  would 
like to draw the attention of the 
hon. Minister to what has appqared 
in the Capital dated the 20th June, 
where the employees of the banks 
in Calcutta have offered and said that 
they are ready to reduce the over
time which they are taking at pre
sent. They said that they were ready 
to come to an agreement with the 
bank so that the overtime could he 
reduced. But the answer that has 
been given is that it should for part 
of a package deal and so it was 
rejected with the result that overtime 
is going on as before and more and 
moret employees are again being 
accused of that.

Lastly, I would point out that Gov
ernment are favouring their own 
trade union in the nationalised bank
ing industry. There are many ins
tances brought to the notice of the 
Government where they were asked 
to intervene effectively but they have 
failed to do so. What is it that is 
preventing the Government from 
bringing these nationalised banks 
under the control and purviciw of the 
Public Undertaking Committee so 
that there will be some accountability 
on their part to Parliament?

I hope that Government will 
favourably consider all the sugges
tions which I have made.

SHRI RAGHUNANDAN LAL BHA- 
TIA (Amritsar): Shri Mehta had
said that the banks had exploited 
the* rural areas or the rural people 
If investing Rs. 501 crores in the 
agricultural sector and Rs. 275 crores 
in the plantations could be called 
exploitation, I do not know what he 
means. Is this exploitation or giving 
help to the rural sector? Similarly, 
Shri Somnath Chatterjee had said 
that the banks had failed to bring 
about removal of regional disparities.

In some areas like thc( northern, 
region, the people have come for
ward to take advantage of the faci
lities offered by the banks, but in 
some areas like Manipur, Assam etc. 
the people have not come forward in 
sufficient numbers to take advantage 
of those facilities. But still this thing 
cannot be done overnight. It is 
taking time. More and more people 
are taking advantage of it because of 
the awareness, and they are having 
the advantage.

Shri Agarwal said that by natio
nalisation we have achieved a politi
cal aim and we had never wanted to 
have any economic aim. If small 
people are being helped or branches 
are opened in unbankeid areas or in 
backward areas, if this is politics, 
then certainly we want to helo the 
poor people. We want to help the 
small man. We want to help those 
areas which have been neglected so 
far. ,

«*>
I fec|l that any assessment of the 

progress in the public sector banks 
has to be viewed with a full under
standing and appreciation of the 
fundamental objectives that we have. 
Changes were extendefl to the pre
cepts, concepts and outlook in th«> 
process, in fact to all the dimensions 
of the operations. Our main objec
tives in nationalising banks were 
extension of the banking facilities to 
the backward and unbanked areas, 
expansions of credit to the neglected 
sectors of our society, to the priority 
sectors and thirdly, bringing abowt a 
development-oriented system o* 
banking. We have to see whether we 
have been ablel to achieve these 
objectives or not. When we see the 
figures, we feel very much satisfied 
that nationalisation ot banks has 
made a tremendous amount of prog
ress , In regard to opening of bran
ches, we find that 6,224 new bran
ches have been opened mostly in
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unbanked areas. The majority of 
these have been opened in areas 
where there were no banking facili
ties available. We also find that the 
majority of the branches have been 
opened in the rural areas to provide 
facilities to our rural people who had 
hitherto been denied these facilities.

It has been said that in some areas 
banking facilities have not been ade
quate. But as we seie the figures, we 
find that in 1969, in an unbanked 
area like Himachal Pradepty there 
were only 41 brandies, blit in 1973, 
there were 173 branches; in Assam 

I there were only 74 branches and now 
the number is 174; in Manipur, there 
were 2 in 1969 and now there are 
9. So more and more branches have 
been opened in areas which deserve 
this kind of service.

In rural areas also we have been 
able to open 3,832 branches. Fifty 
per cent of the improvement in the 
improvement in the banking facilities 
is in the rural areas alone. Wo have 
also been able to open 134 agricul
tural branches in the rural areas to 
provide service to our rural people.

The nationalised banks also started 
Ihei lead bank scheme under which 
the demand of a particular area is 
assessed; the commercial banks and 
other financial institutions and the 
State Governments all co-operate to 
see that investment is made in the 
private sector. This is a kind of 
facilities which the banks have offer
ed which was nefver done before.

While we see the deployment of 
funds, we find that the large scale 
sector is still getting the major part 
of the investment.

When we nationalised our banks, 
we found that most of the money had 
heen invested in the large-scale 
sector. It was feflt that more money 
should be made available to the small 
>cale and agricultural sector, artisans, 
transporters and the educated unem
ployed. Sufficient money has been 
placed in the hands of the banks at

the time of nationalisation. They 
had then Es. 2500 crores; now it is 
more than Rs. 8500 crorets. This 
increase of money that was made 
available to the banks should have 
been deployed in various sectors 
which really deserved it.

Banks have been told to invest 
much in small scale sector; they 
deserve it because 45 per cent of 
production in the piivnle sector is in 
the small scale sector. With one 
lakh of investment, they could pro
vide jobs for seven persons whereas 
with similar amount the large scale 
industry can provide only one man 
with a job. Since the small scale is 
job oriented it should be strengthen
ed. Banks have also invested in 
transport 16,000 trucks and 14,000 
taxies have been given loans; there 
is room to help small people more.

A large amount of money is lying 
with the banks. It should be investcid 
in the rural sector. We want that the 
rural sector should be strengthened 
but we find that nationalised banks 
have not taken care of this 
sector. This is a neglected sec
tor. There is room for further 
investment and I am sure if 
more is invested in this sector, thexe 
will be more production to the over
all good Of the country. But service 
in the banks had gone down. People 
who go to the banks are not satisfied 
with the behaviour o ' the staff and 
the functioning of the bank. I sug
gest that there should be some kind 
of an enquiry into this problem to 
see that people who are dealing with 
the banks are serviced better. There 
are numerous example. If we give 
cheques they are not cleared for
days together. A man applying for
loan has to wait days together. The 
Finance Minister must see to this 
side of the picture. Maybe it is due 
to there not being inter-relationship 
between staff and management. 
Whether the staff should also be
given a share in the management so
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that an improvement may be 
seen in this sphere—is a 
matter for him to consider. 1 also 
suggest that there must be regular 
conference of senior officials with the 
Ministry so that proper guidelines 
could be given for the proper func
tioning of the banks. These fourteen 
banks have their respective managers 
and agents and they arei working 
according to their own ways. There 
is need for co-ordination in this 
matter.

SHRI VAYALAR RAVI (Chirayin- 
k il): In 1969 when Banks were
nationalised, great hopes were raised 
in the country. The banking commis
sion in its report says:

“It was expected that the natio
nalised banks would endeavour to 
ensure that the needs of production 
efforts of diverse kinds irrespective 
of their size and the social status 
of the borrowers and in particular 
those of the farmers and small scale 
industrialists and self employed pro
fessional groups are met in an 
increasing measure and to create 
fresh opportunities in backward 
areas in different parts of the 
country.’”

This in a nut-shell is the purpose. It 
is time that we examined what ac
tually happened later. Can the Fin
ance Minister say with honesty that 
even 10 per cent of the objectives 
have been achieved? It is a pity we 
could not fulfil the hopes of the peo
ple due to various reasons. The main 
reason is, after the nationalisation, 
we allowed the same structure, same 
mangement to continue. Earlier 
the banks were connected with and 
controlled by the monopoly houses and 
the same pattern was allowed to be 
continued even after nationalisation. 
That is why the banks could not ful
fil the expectations of the people.

There is no doubt branches havse 
expanded greatly. About 11313
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branches have been established. But 
it is a pity that in villages the expan
sion of branches is meagre. For
91,000 villages with population be
low 5000, the number of brances is 
only 596. For villages with popula
tion between 5000 and 10000 the 
number of branches is only 1000 
More than 10000 brances are situated 
in urban areas. Our national econo
my is predominantly dependent on 
agriculture, but unfortunately in this 
sector, the banking operation has 
been completely neglected. We have 
set huge targets for rice, wheat, pul
ses, etc. in the fifth plan. Rice is 
54 million tonnes and wheat is 30 
million tonnes. I do not know how 
we are going to achieve these targets 
without the help of agricultural ere 
dit. Only Rs. 711 crores have been 
given as loan through cooperative so
cieties. The condition of the co
operative societies in this sector Is? 
pitiable. At page 21 of its report, the 
Banking Commission gays:

"Though agriculture has been 
the most important sector in th<' 
country, it received very littlr 
credit from the commercial and 
cooperative banks.”

In the name of reorganisation, tl  ̂
number of cooperative societies wa 
reduced from 2 lakhs to 1.65 lak's 
and no proper attention is given 
them. ,Thpy are more eager to help 
the industrial sector. This is a matle 
to be examined. I fully agree "'.ti 
Mr. Chandrappan that the bank 
managements are more connect ̂  
with monopoly houses. I do not 
want to repeat the figures quoted >,v 
him. The Finance Minister told t}1' 
Rajya Sabha that 1 million and odd 
small sector people have been gi' <1 
only Rs. 364 crbres whereas a hand
ful of big business houses get a bulk 
of the amount. The fact that one 
million small scale industrialists have 
beeq giy£n & meagre amount only 
shows jrotir tendency.
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Mr. Desai spoke about the share 
of the cities. Five big cities— 
Ahmedabad, Bombay, Calcutta, 
Madras and Delhi made a total in
vestment of about 44 per cent but 
got' a credit of 59 per cent. They are 
taking more than what they have put 
into the banks. The figures have 
been given at page 51 of the report. 
It is not correct to complain that 
cities have be not got their due 
share. The major cities have taken 
more than their deposits. The mono
poly houses situated in the cities are 
taking more share. They are ignor
ing the backward areas, backward 
States, like, Kerala. They are com
pletely ignoring the rural sector. 
The people in the rural sector can
not get money and they cannot im
prove their agriculture and other 
small enterprises which they want to 
develop. This is the position.

The other point is about1 the pat
tern of loans. The Government 
adopted the policy of foodgrains 
trade take-over where it needed a 
major effort. I admit that the Gov
ernment retreated from that pro
gramme. The money has been ad
vanced by the banks to private tra
ders, if seems, to the tune of about 
Rs. 131 crores, who indulge in hoard
ing, black-marketing and profiteering. 
The banks are not expected to help 
them! in the name of their regular 
business. It is the duty of the banks 
to cooperate with the Government to 
see that the black marketeers, the 
profiteers and the hoarders do not use 
the facility of bank credit for the ex
ploitation of the poor people. Even 
the Report says that.

Then, I come to another point the 
Reserve Bank. I believe, the Reserve 
Bank needs to be re-structured. Un
fortunately, I disagree with the 
Finance Minister’s contention that the 
Directors are appointed on the basis 
of their knowledge. My contention is 
that they do not represent the

Government views. They represent 
the views of the monopoly houses. 
They are the people who consistently 
oppose every policy of the Govern
ment. You are putting them in the 
Reserve Bank to run as a parallel 
Finance Ministry itself.

There is another contrast. The 
Finance Minister has introduced a 
Bill—I will not deal with it now—and 
I believe, there is an attempt to find 
a post for somebody m the name of 
separting the long-term credit policy 
from the Reserve Bank. If you think 
that the Reserve Bank is so sacro
sanct, that it cannot be touched, why 
such an attempt is being made. I 
say, the whole structure of the Re
serve Bank has to be re-organised.

Then, about labour, I have got ex
perience about labour. I disagree 
with my hon. friend, Shri Chandrap- 
pan. There was an agitation in 
Kerala. There demand was that the 
employees’ sons and relatives must 
get appointment's in the banks. Is it 
going to be the monopoly of the em
ployees of the banks? My complaint 
is that the management is so coward 
to kneel before these people. I am
not against organised labour. I am
for the collective bargaining. But the 
collective bargaining cf the organised 
labour which is a minority should not 
encroach upon the right*,- of the unor
ganised majority, the poor people. This 
is my contention. The agitation in 
Kerala was for this purpose I told
the Manager, "What is this0 There
are million*, of unemployed people in 
the country. You should not sign an 
agieenif'nl with them."’ But he is 
helpless. Many of the nationalised 
banks have signed such nn agreement 
with the employees’ unions Should 
thi<* be the policy? No. There are 
millions of unemployed young people 
in the country. I appeal to the hon. 
Minister to scrap these agreement. We 
do not want this.

There is a problem of clearing 
houses. I Wrote a letter to the Fin*
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ance Minister that cheques worth 
about Rs. 40 crores have not been 
cashed in Kerala because there is a 
dispute between two unions. There 
may be a dispute. But that should not 
maxe the public suffer. Even the 
Government employees could not get 
their salary. .1 appeal to the Govern
ment that while this kind of Union 
dispute affects the public it is the 
duty of the Government to act.
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against him, but no enquiry has been 
conducted. You will not have the 
moral courage to discipline your own 
employees if the Head of the Bank 
is a person of this type. I would 
like to point out that the Chairman 
of the State Bank of India thinks that 
he is living in his own empire, he is 
living in his own world; he would 
not care even for the Finance Minis- 
stry. This is the sort of attitude that 
he has.

Lastly, I come to the State Bank 
branch of Travancore. When I refer
red the matter to the Finance Minis
ter a few days ago, he gave a very 
patient hearing. He agreed with me 
to extend possible help. They have 
been launching agitation in Travan
core and other places in Kerala for 
help. Ordinary fishermen need only 
Rs. 500 for a bicycle and for the pur
chase of fish. Many of them are help
less. I am very glad that some of 
the managements of the nationalised 
banks were good enough to give help. 
But unfortunately the biggest bank’s 
subsidiary, a subsidiary of the State 
Bank of India, the State Bank of 
Travancore, completely ignored this 
and they said. ‘You bring two gov
ernment servants or produce landed 
property’ just for a loan of Rs. 500. 
It is not possible. It cannot be done.

In this connection I have to say 
that' you have to discipline your own 
employees through better manage
ment. I have a complaint to make 
to the Finance Minister. There has 
been a lot of criticism in the House 
against the Chairman of the State 
Bank of India. I do not know what 
inquiry has been made. He made 24 
trips to Pondicherry Ashram within 
a few months. The hon. Finance 
Minister has not taken full account 
of the feelings expressed in the 
House. On the other hand, his term 
has been extended by three years. 
So many allegations have been made

I support Mr. Chandrappan in what 
he has said, that banking should come 
under the purview of the Public Un
dertakings Committee where the Par
liament has the right to examine the 
whole functioning of the banks.

With those remarks, I conclude my 
spcech.

"■SHRI J. MATHA GOWDER (Nil- 
giris): Mr. Chairman, Sir, partici
pating in the discussion on the func
tioning of 14 nationalised Banks I 
would like to express my views.

Sir, I would like to state at the 
very outset what the hon. Finance 
Minister mentioned on the floor of 
this House at the time of nationalisa
tion of 14 major commercial Banks. 
These 14 commercial banks were just 
the handmaid of big monopolists in 
the country and a major portion of 
the credit facilities offered by them 
had been appropriated by these big 
monopoly industrialists of the coun
try; that was why the Government 
had thought it imperative to nationa
lise these 14 major commercial banks. 
This was what the Finance Minister 
stated then. I would like to ask of 
the Finance Minister whether the 
objective of removal of this social 
injustice has been achieved during 
this period after nationalisation. If 
it has not been achieved, was that 
statement just an election propa
ganda, was it just in the interest of 
the ruling Congress Party or was it

•The original speech was delivered in Tamil.
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a deliberate intention on the part of 
the Congress Party to deceive the 
people of the country, I would like 
to know from the hon. Finance 
Minister.

I would like to give certain statis
tics to show that even after nationa- 
iisttcn only ttrse big monopoly in
dustrial houses have continued to 
derive major financial benefits from 
these nationalised bank* I will be 
happy to hear what the hon Finance 
M t ister has to say in this matter, 
especially in the background of his 
statement at the time of nationalisa
tion that it had become imperative 
for the Government to nationalist 
them because of appropriation of 
largo percentage of credit facilities 
extended by these banks by the 
monopoly industrial houses of the 
couni ry

In 1971 the aggregate amounts of 
(’utstanchng advances from the 14 
nation tlisod banks to 50 large indus
trial houses was Rs. 464 96 crores and 
this swelled up to Rs. 511.94 crores in 
1973 In 1969. at the time of nationa
lisation, the outstanding advances due 
from these 50 large industrial houses 
were only Rs. 399.74 crores. In three 
years, after nationalisation, the out
standing advances from them went up 
to Rs 511.94 crores; that is to say, 
during the three years after nationa
lisation the advances from the
nationalised banks to them had gone 
up by Rs. 112 crores. If I charge 
this Government that even after
nationalising these 14 commercial
banks the large industrial houses 
have been allowed to enjoy greater 
credit facilities than that obtained du
ring prenationalisation period, I do 
not think it can be contradicted by the 
Government lightly If. on the 
other hand, these nationalised banks 
had recovered more money from 
these large industrial houses and
Riven mor*? credits to small farmers 
and small entrepreneurs, the objec
tive of nationalisation of these banks

would have been possible of .it-hieve- 
ment. Is it fair and just that in 
three years after nationalisation 
these large monopoly industrial 
houses should have been given by 
the nationalised banks R*>. 112 crores 
more as advance at the cost of small 
farmers and srrwll entrepreneurs. 
These figures have been given by the 
Finance Minister in reply to Question 
No 2i)l raided on 9th August 1*>74.

18 hrs.
Sir, thi-, answers gives details uf 

outstanding advances from cach of 
the 50 large indu stnal houses I will 
refer only to a few of them. Take 
for example, Birlas. The outstanding 
advance as on 18-7-69 Rs.
5430.17 lakhs and if you sae whether 
it has declined in 1973, you will be 
surprised to find that as on 29-6-73 
the outst.r nuance has gone 
up to Rs 7726 27 lrkhs. Instead of 
declining after nationalisation, the 
outstanding advance has mounted to 
Rs. 7726 27 lakhs. In the case of 
Martin Bum, the outstanding ad
vance on 18-7-69 was only Rs. 273.50 
lakhs, but on 29-6-73 it was Rs. 
1367.62 lakhs. In the case of Suraj 
mull Nagarmull from 304.23 lakhs 
on 18-7-69, the outstanding advance 
has gone up to 403.71 lakhs on 
29-6-73. Take again Sarabhai. The 
outstanding advance as on 18-7-69 
was only Rs. 986.41 lakhs and on 
29-6-73 it was as high as 2099.99 
lakhs.

In this answer, the outstanding 
advances of 50 large industrial 
houses have been given by the 
Government. I would like to know 
the reasons for the outstanding 
advances from them going up year 
after year. I am no doubt proud that 
more and more branches of nation
alised banks are being opened 
throughout the country. But, I would 
like to know whether more and 
more credits are being made avail
able to the poor agriculturists and: 
small scale industrialists.



THE MINISTER OF FINANCE 
(SHRI YESHWANTRAO CHA- 
VAN): If you permit me, I will
make one point clear.

The hon. Member is trying to 
compare the absolute amounts of 
1969 and 1973. The better way of 
comparison is not comparing the 
actual total amounts but the per
centages of the total credit that is 
given. If you think in terms of per
centage, because, as the quantum of 
credit grows, the rate of growth 
grows every year and naturally the 
economic activities sometimes grow.
It would be wrong to compare the 
figure of 1969 with the absolute 
figure of 1973. What you have to 
compare is: what is its size as part 
of the total available credit.

I hope I have made my point 
clear.

SHRI J. MATHA GOWDER: Be
sides the nationalised banks, the 
State Bank of India also has been 
giving more and more advances to 75 
large industrial houses during the 
Ipast three yeaijsi The outstanding 
advances to the 75 large industrial 
houses by State Bank of India as on 
31-12-71 were Rs. 268.31 crores and 
on 31-12-71 this has gone to Rs. 304.97 
crores. My contention is that the 
large industrial houses continue to 
enjoy large credit facilities, as there 
statistics of outstanding advances 
reveal. The total outstanding ad
vances from them, both from nationa
lised banks and from the St Ate Bank 
of India, come to Rs 816.91 crores

If the Government had taken ener
getic steps to recover these outstand
ings from them and spent substantial 
sums on agricultural sector, 1he coun
try would not be facing today the 
crisis on the food front, Similarly, 
the intensity of the financial crisis 
would also be comparatively less.
If we bad given substantial credit 
facilities to small industries, we would 
:have had widespread industrial
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U*owtih throughout the country 1 
am not objecting to the policy of 
nationalisation and in fact I advocatc 
the policy of nationalisation for socia1 
good. Though many branches hav< 
been opened after nationalisation, 
these branches do not seem to h*\, 
enough money for giving credit 1u 
small farmers, small industrialist 
and others. Under one pietext or 
the other, the monopoly industrial 
houses continue to appropriate large 
credit facilities from the nationalised 
banks, which were nationalised, tr 
the plea of their being the instrument 
of exploitation for the large indus
trial houses. Now, after nationalisa
tion, it seems that the Government 
have also become a slave to the*-; 
large monopoly houses. That is whj 
they are giving greater credit facih 
ties to these monopoly houses, and nc 
constructive steps have been taken lv 
the Government for reducing tht 11 
.outstandings. I have to make th s 
charge on the basis of statistics givr» 
by the Government. Probably, with 
out their support, the "uling part's 
will not be able to survive in pow 1 
The ruling party is running the Go' - 
emment with the support of th« 1 
industrial houses. The ruling part 
does not want to help the poor aru 
small men as they do not f>eem t 
need their support in administer -> 
the country. Only with the supp 
of the nch people, the Govermv* * 
want to run the administration <f 
this country.

The Estimates Committee of tin 
House has pointed out thot the n i 
of these nationalised banks has be 1 
declining year after year In spite ot I’ 1 
fact that more hranche- have lm 
opened and more credits have b 
given to the monopoly houses, v 
are the reasons for the derlini»n 
profit? I can only say that the 
banks, even ■'after nationalisation, a ‘ 
being run by the same top personn 1 
who had served the private manage
ment The very same people are m 
and commerce.
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the new Sarb of Chairmen ol these 
Banks. These old crocodiles are 
gobbling up everything that is avail
able. That is the reason for the 
declining profit. These crocodiles 
are gobbling up everything that is 
available. That is the reason for the 
declining profit. Thesce crocodiles 
must be removed at once. So long 
as the employees are not represented 
on the Board of Management of these 
Banks, these Banks are not going to 
make profits. Uuless the employees 
are enthused with participation in 
+he management, you cannot expect 
the Banks to make profits. The Gov- 
rnment proclaim that they arc for 

the people In order to bridge the 
gap between profession and practice, 
why should not the employees be 
ijivcn Representation on the Board 
id Management of these banks? Why 
should the Government carry on with 
the old people? I would like to 
appeal to the Finance Minister that 
greater check should be exercised on 
the programme of crcdit facilities 
of these banks.

In the end, I would refer to the 
fact {hat the Banking Commission has 
leferred to the Foreign Banks n the 
country and its remarks are confined 
to three lines. Sir, these foreign 
banks have become thf instruments 
for smuggling the valuable foreign 
exchange out of the country. I can
not understand the hesitation on the 
part of the Government to nationalise 
these foreign Banks. Do the Govern
ment any foreign aid on thi«< score? 
Sir, I will conclude by saying that 
these foreign banks must also be 
nationalised if the Government are 
keen to stop the smuggling of foreign 
exchange out of the country.

MR. CHAIRMAN: Before Shri
Mahaian speaks, I would like to ask 
the hon. Minister for Parliamentary 
Affairs as to how much more time he 
wants to have for this because, origi
nally ? five hours were allotted. Now, 
we will need some more time.

THE MINISTER OF PARLIMEN- 
TARY AFFAIRS (SHRI K. RAGHU

RAMAIAH): Three hours and ten
minutes are over. I suggest—every 
Member from the Opposition side has 
agreed with me—that we shall sit 
till 7 O’ clock so that whatever 
balance of time is left we shall see 
afterwards. We shall fix up nnother 
day for this.

MR. CHAIRMAN: That means
the Finance Minister will not be re
plying to-day?

SHRI K. RAGHU RAMAIAH: Not 
to-day.

18.11 hrs.
BUSINESS ADVISORY COMMITTEE 

Forth- sixth Report

THE MINISTER OF PARLIAMEN
TARY AFFAIRS (SHRI 1C. RAGHU 
RAMAIAH): Sir, I beg to present
the Forty-Sixth Report of the Busi
ness Advisory Committee.
18.12 hrs.
DISCUSSION RE REPORT OF THE 
BANKING COMMISSION AND 
WORKING OF NATIONALISED 

BANKS—contd.

SHRI Y. S. MAHAJAN (Buldana): 
Mr. Chau man, Sir, the nationalisa
tion of the fourteen major banks on 
19th July, 1969 marks the end of an 
epoch and the beginning of a new 
rhythm in the economic life of 'this 
nation.

As a result of these important 
policy measures, the Government 
came to occupy a commanding posi
tion in the banking field. It obtained 
control over 83 per cent of deposits 
and advances, and 80 per cent of 
branch net-work of all commercial 
banks in the country. Besides, the 
widespread cooperative credit struc
ture was already under th  ̂ guidance, 
supervision and control nf the Reserve 
Bank of India.

Commercial Banks in India grew 
up under the British iegim^ end 
served fiir’y large-scale and medi
umsized industry and wholesale trade
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18.13 hrs.
[Shri Dinesh Chandra Go sw am i in 

' the Chair]
Though India is predominantly an 
agricultural country, the credit t<»guire- 
ments of millions of farmers and small 
self-employed people were neglected. 
Besides, these banks were concenti ated 
in urban areas. Their policies and 
programmes lacked development 
orientation; they made no efforts to 
broaden the entrepreneurial base or 
increase productivity in the vital 
scctor of agriculture. The objectives 
of nationalisation weie spelt oui by 
the Prime Minister in these words:

“It shall be our endeavour to 
ensure that needs of productive 
sectors of the economy, and in 
particular, thdse of farmers, small- 
scale industrialists, and self- 
employed professional groups are 
met in au increasing manner. It 
will be one of the positive objec
tives of nationalised banks to 
actively foster the growth ot new 
and progressive entrepreneurs i»nd to 
create fresh opportunities for the 
hitherto neglected and backward 
.areas.”

She, however, made it clear that all 
this emphasis on priority .sectors and 
the rectification of the existing regi
onal aud sectoral imbalances in the 
country’s credit structure will riot be 
at the expense of considerations of 

✓economic viability.
Now that five years have passed 

since this historic change, we can 
take of the position and assess how 
far the banks have succeeded iri 
achieving these objectives.

By far the most impressive achieve
ment of the nationalised banks has 
been the extension of banking to un
banked or underbanked areas which 
are mostly rural areas, Fince nationa
lisation the number of branches has 
more than doubled, almost half of the 
jjew branches being in the rural areas.

The branches in the rural areas have 
increased from i860 in 1969 to 6023 in 
December 1973. The average popula
tion per branch has come down from
65,000 persons in 1969 to 33,000 persons 
by the end of 1973.

But there has been a slackening w 
the pace of branch expansion dunnt 
the last two years, due to scarcity 0; 
trained and experienced personnel, th( 
increasing cost and the fact ihv't 
takes about three to four years foi < 
new branch to break even. Equplh 
impressive is the nationalised bank̂  
record in securing deposits. The, 
have succeeded in doubling tho r 
deposits from R&. 3885 crores to
Rs 8450 crores by February. 1974 
Another important ohieotive of ba»'k 
nationalisation was to mept increi- 
singly the needs of agriculture ant’ 
other priority sectors. The ad\anm 
of public sector banks to priority 
sectors have increased from Rs 
crores in June. 1969 to Rs. 1326 troics 
in December, 1973. Their share r 
public sector bank credit has thu< 
increased from 14.9 per cent in June 
1969, to about 24 per cent in Deretnl er 
1973. Out of this amount Rs 4ir) 
crores went to agriculture for bnth 
direct and indirect finanie and Rs G-H 
crores to small scale industrialist*

In quantitative terms, the perfor
mance is creditable, and marks a con
siderable shift in the sectoral alloca
tion of credit towards the pnontv 
sectors.

Having said this, it is necess<m to 
point out the qualifications to this im
pressive performance and the direc
tions in which bank nationalisation 
not fulfilled our expectations.

The disparities between ilinvr« 1 
States and retfions continue an 1 hp\e 
not been reduced to any considei ̂  
extent. The relative bnckwardnes' of 
eastern and north-eastern r©gi°ns Ppr” 
sists even after 4 years of hectic 
branch expansion. The population per



-285 Report of Banking SRAVANA 23, 
Commission and Working of 
Nationalised Banks (Dis.)

office in Assam, the only major state 
in the north-eastern region, was as 
high as 90,000 in June 1973 and in 
Bihar and Orissa in the eastern region 
it was 1.00,000. The disparities in 
banking facilities particularly between 
rural and urban or metropolitan areas 
equally great. As againct the national 
average p-pulation of 92.000 per office 
in the rural sector, it was more than 
2,00,000 in a majority of States in the 
north and north-eastern region*-.. Dis
parities of banking facilities between 
different districts in he same State are 
also very great. A few districts 
account for substantial proportion of 
•bank offices. In West Bengal, for in
stance, 25 per cent of the districts 
account for 67 per cent of bank offices 
in the State as on June, 1973.

The ratio of bank credit to bank 
deposits is 48 per cent in the rural 
areas, 42 per cent in the semi-urban 
areas and 77 per cent in the towns and 
cities. The imbalance means, in effect, 
that money deposited by villagers is 
being used to finance investment in 
the towns. Is this not exactlv the 
reverse of what we had expected?

As regards credit to priority sectors 
we find that its proportion increased 
from 14.9 per cent in 1969 to about 
24 per cent in December. 1973. But 
here also the same story is repeated. 
Six states of Maharashtra. Tamil 
Nadu, Gujarat. Mysore, West Bengal 
and Andhra Pradesh account for 63 
per cent of the total credit to priority 
sectors by the nationalised banks, 
whereas the whole of eastern and 
north-eastern region receives only
11 per cent of the credit. As for 
intra-state distribution between 
various priority sectors, it has been 
observed that adequate care has not 
been taken of rural needs. In Maha
rashtra, there are complaints that 
o»ily 3.6 per cent of the total advances 
has been made available to the agri
cultural sector. On closer observa
tion it will be found that much of this 
*as been taken away by the relatively

further prosperous farmers and the 
small fry has been left in the cold. 
This situation calls for a fundamental 
change in the orientation of the 
banks’ lending policies.

Lastly, there is one point on which 
all bank customers are universally 
agreed, namely that the customer 
service in the nationalised banks has 
deteriorated considerably. Some 
customers have even complained of 
rude behaviour and discourtesy on 
the part of the bank staff. Trade 
unions which c]amoured for bank 
nationalisation now do not care for 
the quality of the services rendered 
by their members to the customers. 
The matter needs urgent attention 
on the part of the Reserve Bank and 
the Finance Ministry.

The Banking Commission made 
some important recommendations re
garding (1) the coordination of the 
working of nationalised banks with 
the cooperative sector, (2) the setting 
up 0f merchant banking and (3) the 
regulation of non-banking financial 
institutions. These have not received 
due cons deration at the hands of the 
Government. These referms are 
necessary to transform banking into 
an efficient instrument for mobilising 
resources and diverting them into 
priority sectors and giving the Gov
ernment greater control over the 
monetary and banking habits of the 
people.

SHRI ERASJIO DE SEQUE1BA 
(MarmagoaV Recommendation No. 
32 of the report of the Banking Com
mission is that the rural banks should 
set up and maintain godowns and 
supply inputs to agriculture. This is 
representative. I think, nt the mala{se 
that plagues most of our policies. 
For. on the one side were expect our 
institutions to do things which shou1d 
logically be completely outside their 
purview, and on the other, we do not 
pay any attention at all to the 
policies that would lead them to per
form the functions that they are

1896 (SAKA) Report of Banking 286
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[Shri Erasmo De Sequeira]
really supposed to perform. We ail 
know that banking begins with the 
mobilisation of savings. I would like 
to ask the Finance Minister what he 
is doing to encourage savings. Today, 
the interest rate for a 51-month or 
61-month deposit is 10 per cent. I 
am talking of /fixed deposits. The 
rate of inflation is between 27 and 30 
per cent why should anybody deposit 
money in the bank if at the end of 
five years the value of his principal 
is going to be so thoroughly eroded 
by inflation’  How do you expect an 
interest rate which is onc-third of the 
rate of inflation to give him any in
centive for saving?

In this situation, I would like to 
ask the Finance Minister how long it 
is going to take the Government to 
arrive at the conclusion that they 
must now go in for the system of 
indexing, where at regular intervals, 
the value of the principal deposit 
is increased to neutralise the eroding 
effect of inflation, and where the 
man is assured that once he puts his 
money in the bank, he will get 
uneroded principal at the end of the 
period, and a reasonable rate of 
return, which could be lowered from 
the present ten per cent.

As things stand now* the obvious 
choice is to put the money in goods 
rather than in savings.

On the side of utilisation, I would 
like to ask Government what they 
are doing in the way of innovation 
to create and nurture widespread 
growth, because I find every Minister 
preaching from the house-tops that 
‘We are encouraging new entre
preneurs and we are encouraging 
widespread ownership’, and yet the 
first question that is asked of any
body who goes to the bank far a loan 
is ‘what security can you offer?'.

And what is the definition cf secu
rity? Asset* A qualification is no 
security, A good project is no

security. A ready market is no secu
rity. The likely capacity to repay is 
no security. And yet if you have an 
old house that will fetch you in the 
real market much less than the 
market value you have taken into 
account, or if you have a large 
balance of accounts receivable most 
of which you could not collect, that 
is security. How do you expect any 
diversification in growth, if this is 
the policy you follow in landing?

We all know thait resources are 
few, and that maximum use must be 
made of them. And yet the most 
prevalent system of lending to 
business is the outmoded and com
pletely unrelated system of cash 
credits, where the money is allocated 
and often remains unutilised. Where 
it is unrelated to need and again 
related to the great concept of 
security, this great conservative con
cept that is still ruling our country.

We all know that all goods are in 
short supply, and that hoarding must 
stop, whether of food or of raw 
materials. And yet again the most 
current system of lending for raw 
materials is hypothecation. No re
lationship to monthly requirements; 
just the capacity to own and to hoard. 
Security again.

And yet the bill market scheme, 
which is far more related to a quick 
turnover, which is far more related 
to the needs of production, and which 
would result in a much quicker uti
lisation of the little money that we 
have lies on the book, but languish
ing,

There is reason, I think, for 
Government to really start thinking, 
and to ensure that on the one side 
it makes ft worth while for people to 
save, and on the other it is possible 
for them to utilise the money that is 
available, very much faster than they 
are utilising now.
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Where does the money come from, 
and where doe* it «o? I will give 
you Jthe expjnple of Goa. ▲ tremen
dous amount of deposits has W n  
collected. And yet the advances «re 
a awn«n*l percentage of th« deposits 
that hfkve been collected. You know 
why? Goa is rural. So the money 
is collected there. Where does it *»? 
To the urban centres. It goes from 
agriculture into Industry.

It is a repetition of Goa all over 
this country that has produced the 
imbalance, that has produced- the in
discriminate substitution of available 
men with machines, the Unemploy
ment, and the completely lopsided 
economy that we have in this coun
try today. This is another policy 
that Government will have to change. 
Money will have to go primarily ~to 
agriculture and only then into indus
try.

Now how is this going to work, 
unless there is in banking decentra
lisation? ’ Until the day when the 
agent at the bank is given a directive 
on the amount of monqy he can lend, 
perhaps a sectoral division of that 
money? But it is left to him to de
cide the credit; who he is going to 
give credit to and how much. Be
cause banking can no more be run 
from a group of offices in North 
Block, than can this entire country 
be successfully run from one single 
office in South Block.

fawf $ sft ^  f  fa
N f  % % <«frs f*r *irt
f t  vsrw rr r̂*r 11 v t  <rr*

f t  <nf Srfa* fa
xm m  i

% faq f r d hWH qar % aft 
t o  ’sn̂ srr g i

| :
1620 l s —io.

Bank nationalisation in India 
has been a success and holds good 
prospects for future progress.

m  #  t  fa  Ttf f i pygq
v  «rn? 3fr
m i m vu$

fawrfor w rrr % fafr*r*r 
*j%cr itt arr .»rfcr

^  f c n f t  «rr«rfrrqtmfa 
50T̂ > % W  % ^  m  

& ^  w *  afarc nft sra f t  Foar
if VR fa*TFT qr

& tvt*K r& , fair
% VNflff fcr
*  f̂rar ® wrsr *rra-|i 
^ ■ • t^ R ir n ifw  vOra 3 3 -3 «

^5?fWVr|l 5FPT iff faqr 53?f

mi
*rr wmt tit m

'fijpRrr
& sswtcftersrwi arc*

v^rf 1969% *£rr-

^  526^^tS,f*T^rtl 404
f w  Is i

5 o v frs'ftn  £ ̂ <rfa ^r-fqr
^fr f* iw  «rr i wwr 

W  ffl̂ rr & i ^rfa’T ^  I f a  vx fem

fTOgf^ir <rr* Fmftr ^
fsr r̂f, ’nrwfsrcrfrr ^
C TitfW rr <rr, srn h to

«rr, f*rsn 
^prTfnfffa*rrw ^ w ?rr lt^  "fR rt
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?npr *rfenj( i.t o
fa^T | | :

I am not satisfied with the progress 
due to the teething troubles.

$ fa  3f 
f  1 Srfa* WRT *$9

£f«pr £5W m  mw i t  t r m  iff 
« T ¥ v r f m f tvttm i f  fa ^ fa  

wftrtfeff wrfepraft

?nmrr t  *ftr fimrr % b f t  %
wrvrrita vr*r fa n  *rnr
9fttfr*iiYfr'CP?n ^Vff t » aft arfer

% yft % ?nr «jt^

*rcr®r *r̂ t | 1 ^  ^wnflr vr to w  ${taT 
^ T ff^ T ,^ i5«rR|>n-,̂ fa :i sftŝ rrer

aft!% <*<«%* I

t  t?F 3TRT JP̂TT ’STT̂ J g I
**r flra r̂ *rw wvrsr t o  «m  *$r % 
v S r w r  ?r«rr i* f m m  ^  w ? r r  
ftarr fa ttst ^rrt ft; irensr ff-asr 
srsft % î rn* ̂ rr% ̂ rf^q 1 c?r% f?nj fv t 

*r$i o^ft<w*rcfcm fa$*r 
f«rf % faq ^  ,

250 0 $ ^ T O T tfr$ vr**n  3*r% *rc 
*T9®r »p r fa$r 1 *?arnr

*¥t %rm x #  fa  arrm 
«r rti sne*frr% Tttfa fa«ft gr? w r *r f t

fa&rar
m k

m  « n r  w  irifasnc
tftiNhtarSrtfragrti frtf ^ n f^ r  ?$r 

f a P w f l * ? n $ v r  g r o f r g t i

* M i  gifeforfcftg m  m  a  
s*w?r*ftf TOfr #  TO r i f̂%?r 
fvmafr«m5fVw*fy?r ftnpfr W r | ,  
fw^fWY % ,tflt?5Rr w r  '’•rr̂ rr f  ^ fr t  
t o t  ffrawi ( 1  ^  ^Vf?r̂  ? 

t o t  % *Ffrn% f  ?

sttwt «r| arw R̂T ‘’Cfflr 11 
4t%»T fw ii& d  % >̂ F Wf^TT f^f%qT 

'̂Ofr w  *flw r̂̂ qnrar ir^jWnr
^ ftB rr^ r^ rw rt 1 wr vt ^
w?[T«Trf*r?T»nrrt^>TJT^vn f̂ Rr̂ 'T 

t  fa
ift’sr ̂ 'trsRfV t , ^#wr*rf»T n̂fV r̂r 

t  ^ r w f a  r *R f9 w  ^  «rr 1 
*r̂  «rrar ^♦fV «fr ^srfa
^  ̂  »ft?T % f e :  ̂TFft-
?rifsnr?fi ?rfa*T^r^ftW T^rsr^^ 
trV ?rn| *»r #̂ <sr w ^ y rrfa w f trtpr
trrfwrnir ^  m  
3r̂ «*5r«flri
w  ?> ^ 1 ^rrvt ̂ nrr ^rfgir 1

sfty «fr ^
=smprr g 1 in ^ y ^ r ^  1

_ W r  W  ^  fm fw r  f w
t  fa ’fr ?R5 If  j f j r

%i t  1 4 fa»r *njWr % ^
5TTS0* $  W  t  fa  <
ftravjnr % t o  *n? wfTFr T^r ^ r

3FT fsft$w  ^  ^ rr  ^rri^ 1 Srfa* 
5<JT*FT ? ^ ^ ^ ^ < V g « ( T  >̂TT 
%fa*t f̂ ^

| T O t tr ^  «ppt v r  ^  I 
^rcnft «rfr arĵ r | %%*r
« P R * r ^ ^ .  ^ ^ ? ? f fw p r 5 r  I t  
«>% fn rO T i sRftarr«nr|irTfa vw 
Ôr totfc inuT i
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fa  ftfttfV

*f?r sr̂ t »r^ £ 1 v^frsrng^T
g fa  v r  fas* §  fcr vt 

1 fwr*=5rr f^rorr 
arrTgrt «15RrfTO(V^rT^t 1 ^  
\x ?n$> wttt ^Tfm 1 A \*m
frm> § fa  *> a *rfar$- *pt sMV
WT?r * f t  *PT * f a * P 7 T  ^r«TT WTfjfq I 
^TffViTTiTf >*r<mrc|Mt,*fTf& 1 Srfa^ 

f r f i n r  t f a *  19
* > tt st**t n v  am  *  ft ft  %

UT̂cT *f>T ^  I W  rfigt f  fa
vfm *nm  ̂  ̂ w ft *i 1 t o  $ r̂r«r 
i  sra* wwfrr *3? 1 g«rT «it
141 W W  m  ^TTfafT 81
(̂rrfqrulf % n>jy % qg Tflnft t  fa  ftft 

tfr * f * m  fc re ft ^rr ^  |  1 y x f s f t  i f  
Wmm g fa  Sg 9TTS *$?T T̂«I*V | \ *
* r ? r f a t  fa  3  garc
*V I  *frc TOTT jf ^Jsw-f 
% ^  %cTTHf ^  *§?r
^  «!T Ti^fw^Tjr v  *r*pr fa  
TT̂ \W?T»r 4?r S fW s m
$ w % * ? f* r r * n g ? iT g  f a i r t r f a s  
tfr §  n't *n ^ rr g  f a  * R * r ( t  *r*r  

fasaV ̂ rr Tgt | *rtr * 5  *ft 
ftfr%*rr?ri|Pft*Tsittft 1 nrjraT¥f%

41 t* *Awr£sr
t  *rrtyFr«nf iftr^fatw

$r\-
TOr t o  ̂ tqwitf | %fa* aswft iftqfa- 
forattt * m  fa rT #  t  ?i> ng w &  ht«t $  
**tar % ’PTfrrar | » ^ m &  
§  Vwnr#**$*rwTg»iT§| fa  Tr«gtoi«r 
fttf % *r«jf o » 3H % w  «l>
*r «rwnt vilt vfoaxi «ft
tx>*n*lf *> x̂ prt irN % 
M r  ?f «ftr ^ r  % w rtw  If

*ft m >  ^tr % faft 
«rw f̂t »rrtfarf »r«q 1

* ig » r p w  H ^ r r f a m ^ « p f f a ^ r  
* t w n w  ^rr ’wrf^ j «rT? «p> zniiz  

1 «ftr$,9 »*rer« ft  
m r  t o  5  9  «ft ^ ^  ?w iO*

sqnRrr f̂ RrT ^Y^Tcr^gWV^flffa

t 9 n r r | n r r ^ ^ fv » l> ^ « p r ^  *$f 
g>rr 1 \*fwt w ? ih r^  ¥i^ w «f 
?ftW  fa  *cmz f o rrftre vr %* 
HTfrfts'V % im  ^Wt f̂t qrar 

^rwr «w nr vfin yamr *  vr%, 
i f r ?  i m  r̂

z m  gt ?w f w  s | w  v r  %
V T f r t w n  <rratf «rnr

*ft ^ft n*k
^Pfl lU<i«4ii ?T*nRT 3TPT eft ^  5fH5̂ T g f a

% «unr *pt $wit 4Y f t  unr
^ 5U5TT :®rrf̂ » 1

SHRI SURENDRA MOHANTY 
(Kendra|para): Mr Chairman, Sir,

in a flamboyant message, I should 
say, to the “New Trends in Banking", 
the Finance Minister has said:

“The bold step for nationalisation 
of banks in 1969 evoked a positive 
response from the common people. 
The public sector banks have been 
endeavouring to fulfil the objec
tives of bank nationalisation.”

This debate provides us an opportu
nity for evaluating as to how far the 
operation of the nationalised banks 
has been able to fulfil the aspirations 
of the people mentioned by the Fin
ance Minister.

In that context, I should say, one 
major achievement of the .nationalis
ed banks has been corruption. Not 
much complaint was being heard **- 
garbing corruption in the banking
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sect©* before the nationalisation- of 
bank* hpd taken place. But during 
197 -̂73, the Central Vigilance Com
mission received as many as 191 vigi
lance* casts and 45& complaints con
cerning hank employees. Another 
batch of 88 vigilance cases and 351 
complaints were brought forward 
from the previous year. From this, 
one can very well assess the volume, 
the extent of corruption that is pre
valent today in the nationalised 
banks.

Daring the year, one Manager of 
the Punjab National Bank, one 
Manager at the Central Bank of India 
and one Staff Officer of the Bank of 
Baroda have been removed from 
office. A  laxge number of vigilance 
cases have, however, not been dispos
ed of as yet- In that context, I 
would like to bring to the noffice of 
the Ifouse that all the 14 nationalised 
banks and seven subsidiary banks of 
the State Bank of India have accept
ed the jurisdiction of the Central 
Vigilance Commission. But the State 
Bank qf India and the Reserve of 
Indiai&re still reluctant to accept the 
Central Vigilance Commission’s juris
diction. Tfcis has been mentioned in 
the report of the Central Vigilance 
Commission. I would request the 
hon. Finance Minister that he should 
ovetrttSb this kind of objections, so 
thatf the Reserve Bank of India and 
the State Bank of India are brought 
under tfee jurisdiction of Hie Vigil
ance Commission. Otherwise, the 
number of-people growing every day 
who can do favour* to parties, cates 
o f corruption are bound to increase 
and that- will completely frustrate 
and negative the objectives o f  the 
nationalisation of banks.

corruption is on the increase, 
tij*. overall profits of the State Bank 
and it?, subsidiaries and* the 14 na- 
tio»»U*ed baakq; are on ttte decline— 
it has declined by about 29* per cent

The total ft* profits eg the J4* na
tionalised banks declined to Be. 3.53 
crores from Rs. 4.18 crores in 1972.

To make available banking facili
ties to the rural people was emit of 
ttm. basic objectives'- of nationalisation 
of banks. But the branch expansion 
of the scheduled commercial banks, 
including the nationalised banks is 
passing through a slump at present 
Leading commercial banks have not 
been able to keep up even 10 per cent 
of their commitment. I come from 
an underbanked State, Orissa. I 
know that even the projects which 
have been cleared do not materialise 
A major difficulty experienced by 
the bank administration in this res
pect is stated to be the unwillingness 
of a large number of persons to shift 
to rural areas. I believe, the Gov
ernment can provide a corrective to 
this situation by drafting the person
nel who have no difficulty or who 
have no inhibition to function in the 
rural areas. With the amount of un
employment we have today, it can
not be said that, 'because people are 
not willing to go. to the rural areas 
branches of the State Bank or of the 
nationalised banks cannot be opened 
in rural areas. The eadstitog blinking 
system being urban-oriented, it be
comes all the more necessary for the 
Government to provide this correc
tive so that the rural sector also re
ceives the benefits of bank nationali
sation.

Though banking has been recognis
ed as an iWpdrtaW tool to telp in the 
developmtat. o f the economy as a 
whole, experience has shown that 
there has been diversion o f funds 
from the backward regions to more 
advanced regions and from rural 
areas to cities. If you take into ac
count* the deposits which have been 
received la any yoar, saft in a State

Qrippp atyl rnywpnrg it  w ith  the
advances that have been granted to
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parties in that State, you. will find 
the difference.

The banking credit system in India 
continues to favour the industrialised 
St&tes and: is greatly contributing to 
regional imbalance. According to 
published statistics' 77.5 per cent of 
the total credit of the commercial 
banks was invested in only five 
States and the Centrally administered 
areas. The favoured States were 
Maharashtra, from which the hon. 
Finance Minister hails-whether it is 
Overdraft or bank advance, Maha
rashtra always takes the lead—-next 
to Maharashtra comes Mysore, 
Andhra Pradesh, Tamil Nadu and 
West Bengal. Maharashtra was the 
biggest beneficiary with the credit 
accounting for 28.6 per cent against 
its deposits of 23.7 per cent. With all 
humility 1 am capable of, I would 
beg of the hon. Finance Minister to 
compare this figure with that of 
Orissa, and then he will come to his 
own conclusion; I do not have to 
impose this on him. The least- 
banked States are Orissa, Bihar, 
Assam and Nagaland. Whereas there 
is a bank for every 30,000 persons in 
India, in Orissa there is only one 
bank for every 93,000 of the popula
tion. In that context, I will request 
the hon. Minister to kindly see that 
underbanked States like Orissa are 
not denied the opportunity o f  having 
branches under the specious plea that 
personnel are not available tb move 
to the rural areas.

One point more and I have finish
ed. In spite of the unprecedented 
increase in the number of bank 
branches, the share of rural branches, 
in the total of branches rose only 
from 22.1 pier cent at the end of June 
1969 to 36.1 per cent by December 
1972. It is not much of an achieve- 
ment and I would like to emphasize 
tkis- Tjoint ^  see that more branches 
'«m  opened ten the rural areas,

My last potent is that large borro
wers are deriving greater advantage* 
from the nationalisatioa of Banks, la 
other words, bank nationalisation has 
helped fee big houses in becoming 
bigger, while the smaller units and 
the rural sector have beerv ignored. 
The nationalised banks' aggregate 
advances to large industrial house* 
as on the last Friday of June 1973 
was Rs. 568.79 crores. As against 
Bs. 568.79 crores to a few big busi
ness houses, in the sector of agricul
tural lending, the amount involved 
durmg the same period was Rs- 469 
crores. Therefore, on an objectives 
analysis of the implementation and 
operation of the nationalised banks 
one comes to the painful conclusion 
that it has not been able to achieve 
the objective^ for which thtr batiks 
had been nationalised. It was, of 
course, more political than economic. 
However, now that the banks have 
been nationalised, it is the moral 
responsibility and also the adminis
trative responsibility of the Finance 
Minister to see that* these nationalised 
banks are re-organissed in order to 
fulfil the aspirations of the people 
and achieving the objectives for 
which the banks had been nationa
lised.

SHRI K. SURYANARAYANA 
(Eluru): 1 want to emphasize only
the co-operative sector. My other 
friends have said that nationalisation 
of the banks has benefited only the 
existing big bUsiness-houses or big 
industrialists. Of course, there is a 
set back in the opening of branches 
in rural sector and other defects ave 
also there. But the manner of ap
proach is also there.

I had tried my best in my consti
tuency and I can say that we have 
been benefited on accourft at bank 
nationalisation. I started »  co
operative sugar factory and I waited 
alter collecting nearly Rs. 25 lak&s. 
I first went to the Industrial Fin
ance Corporation and flftfee* •imtH*
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Shfi K. Suryanarayana~‘C<mtd» 
bodies but they were witting to ad
vance only Rs. 60 lakhs whereas 
w« needed Rs. 100 to 150 lakhs. But 
finally 1 succeeded soon after bank 
nationalisation when the Finance 
Minister wrote to the Reserve Bank 
when the XFC and other bodies are 
advancing loans, to the people why 
the nationalised banks are not giv
ing. So, thereupon I got the reqtiir* 
ed amount from the Union Bank and 
with Rs. 25 lakhs 1 collected from 
the share-holdere we completed the 
project.

One more thing about the rural 
sector. There is no money in the 
rural sector to purchase even pump 
sets. Here, we got advances from 
the nationalised banks and even from 
co-operative hanks and all that we 
have to pay is 25 per cent and the 
balance the nationalised banks give 
us and in this way, nearly 4,000 wells 
have been energised in my constitu
ency. The approach is also there; 
there are defects in every sector but 
let us not start controversy about 
defects; the benefits are also there. 
The nationalisation motive or pur
pose is to increase production in 
rural areas as well as start other in
dustries, This approach must be
there. Several friends have said
that they have not been given inter
views by the bank officers etc. I 
have gone there and without any 
difficulty 1 got what I wanted. The 
rickshawala and taxiwala and fisher
men are there in my constituency
and they have started cooperative
after borrowing money from com
mercial banks. But one thing I have 
got to say and it is this. The rural 
farming societies are not working 
properly. The Commission has « -  
commehded Cooperative societies. 
There arc three sectors, that is, Hie 
village society, the district Central 
Babks and the State Banks. They 
ax'# having : «ieir own separate talen- 
tity and independence and Hhfcre is

no coordination with the profits and 
losses etc. We have got fourteen 
nationalised banks; let' us have 14 co
operative banks for the whole of 
India. Let all the cooperative orga
nised banks open their own branches 
in the rural areas in place of central 
banks and the rural credit societies 
which are not beneficial at the pre
sent stage. This is my submission.

The Andhra Bank is a very great 
financial institution which has ex
ceeded over Rs. 100 or Rs. 200 crores 
of deposit which has been set as the 
limit. Why should you hesitate to 
nationalise the Andhra Bank and 
other banks like that which have ex
ceeded the amount' stipulated by 
Government as deposits including 
foreign banks? I hope that the Gov
ernment will do the needful in this 
regard.

Now I wish to prefer to the Re
port of the Banking Commission Re
port. In Page 223 it says:

“The Commission feels there
fore that from the point of view 
of ensuring a unified monetary and 
credit policy, uniformity of laws 
relating to credit supplying agencies 
and ensuring a high quality of en
couragement of these agencies 
through programmes of training 
and exchange of information, Co
operative credit should be trans
ferred to the Union or the Concur
rent IAst.”

To support this policy Government 
has to come forward with an Act. 
which can be enforced from the 
Centre, This is my submission. At 
present cooperative laws are control
led by the State Governments. But 
what, we see is that politics also 
copies in there.

19 6 ».
So the Cooperative Act Should fee 

applied throughout India. Otherwise
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there is no meaning for having a 
cooperative act in each State. Why 
is, it that even though you are ad
vancing to State Governments, they 
have not been able to utilise the 
funds properly? We have not reach
ed our objective. That is the dis
content in the country. So, I request 
the Government of India to think 
over the matter while considering 
the recommendations of the Banking 
Commission Report whether they can 
modify the Cooperative Act also and 
apply it universally for the entire 
country.

Thank you.

MR. CHAIRMAN: We have decided 
to adjourn at 7 O’ clock. But, I have 
before me a list of three more 
speakers. I hope the House will have 
no objection to sit for another twenty 
minutes. Please cooperate with me.

SHRI P. !M. MEHTA: Sir, origi
nally we were to adjourn at 7 P.M.

MR. CHAIRMAN: That is right. 
Therefore, I am requesting the House 
to sit for another twenty minutes. 
There are three more speakers. Let 
each of them confine to seven minutes 
only. Let us give them the chance to 
express their views.

Mr. Mavalankar.
SHRI P. G. MAVALANKAR 

(Ahmedabad): Mr. Chairman, Sir, it 
is* good that this debate on a vital 
subject has taken place to-day. The 
report 'of the Panking ■Commission 
was laid on the table of the House as 
far back as 17th March, 1972. More 
than two years have passed. We have 
not been able to discuss that Report at 
all. To-day^s debate is meant for a 
discussion on the report of the Bank
ing Commission as well as a discus
sion on the working of the nationalis
ed banks—both these have been com
bined. I should have thought that 
Parliament had some definite and 
detailed opportunities to discuss these
mattoi.

Therefore, I want to start with my 
brief comments, where my hon. 
friend, Shri Chandrappan left almost 
as his last point. I would like to 
know one thing. Why is it and how 
is it that we are not able to have a 
sort of Parliamentary scrutiny or con
trol over the working of the 
nationalised banks? As I understand 
it, the working of the nationalised 
banks is not within the purview of 
the Parliamentary scrutiny or con
trol. But my point is that all these 
banks should have their working 
examined by a Parliamentary Com
mittee. I would suggest that we bring 
the working of the nationalised banks 
within the purview of the parliamen
tary scrutiny and control; and I also 
feel that the Reserve Bank’d role 
needs to be looked into or examined 
in this regard.

I find increasingly that the Reserve 
Bank is becoming an extended arm of 
the Government. I quite see the fact 
that the Reserve Bank which is the 
bankers* Bank—Central Bank—has to 
function in tune with the govern
ment’s clearly laid down policy in 
financial and economic matters. But, 
surely, it cannot become a mere de
partment of the Government.

So, having said that, I want to say 
that the role of 'banking is crucial and 
vipotal in any economy, particularly, 
a developing economy. The Banking 
Commission Report has rightly 
stressed this role as “achieving the 
desired level and rate of economic 
growth.” The nationalisation of banka 
took place—although it was a politi
cal decision, I think a large number 
of people in the country and, I think 
in this House, all have welcomed the 
decision of nationalisation of banks— 
because of this fact that commercial 
banks were not delivering the gobds, 
so to speak, to the community and the 
community’s interests and the social 
obligations of the commercial banks 
were not looked into by them and 
therefore, we nationalised them. I
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Shri P. G, Mavalankar-«-contd, 
want to ask the Finance Minister— 
would he really not look into the 
question of having some kind of a 
systematic assessment o f the working 
of the nationalised banks over a period 
of live years? Would he not consider 
the desirability or feasibility of hav
ing some kind of a report—an objec
tive assessment of the failures and 
achievements? I do not think, there 
are all fa£tares and no achievements! 
There are certain achievements also. 
Why not Government go into it by 
some sort of a Committee to look into 
all matters and com* out with a report 
*0 that wherever there is an area for 
improvement, we can go ahead in that 
respect and wherever there are diffi
culties or failures, we shall admit 
them candidly and then try to
improve. I say this because I feel 
even after nationalisation we have not 
achieved certain things. For example, 
has social control been achieved 
through nationalisation; has there been 
rapid economic growth; has there 
been sound financial house-keeping; 
have we been able to push up econo
mically backward and financially 
handicapped sections and, also, have 
we been able to achieve a balanced 
regional development? If you 
examine these questions the answer 
would be largely in the negative and, 
therefore, I feel some objective ana
lysis should be made followed by a 
studied report which would be helpful 
end constructive.

About nationalisation in general 
there is an all-round deterioration. In 
reply to my question on March 22, 
this year, Shri Chavan gave a very 
shrewd account. I compliment, of 
course, the person who has drafted 
the reply. My question was:

“<«) whether since nationalisation, 
the banks have deteriorated in their 
tflT round services; and

(b) if sq, the urgent remedial 
steps being tafcexTby Government to 
improve the situation?*’

In his reply Shri Chavan admitted 
that there was deterioration. Then 
he says:

“It has, however, been their con
stant endeavour to take appropriate 
measures to improve the quality of 
service to their customers, such as, 
■changing suitably the scope and 
content of the training programmes, 
recruitment of technically qualified 
staff, simplification of forms and 
procedures, decentralisation of the 
administrative structure, delegation 
of pow?rs at regional and branch 
level and promotion of better rela
tions between the employees and the 
management with a view to improv
ing customer service.”

It is a good answer by an examinee, 
but I wanted a practical answer to 
improving the situation. These are 
the points on which the hon. Minister 
has admitted that there were areas 
where a lot of improvement was need
ed Therefore, I would like the Gov
ernment to look into the matter and 
maybe in his reply he can elaborate 
what kind of improvement he is 
suggesting because I find almost 
everything is getting loosened and 
almo-t everybody becoming lethargic 
at all levels' Even after nationalisa
tion the service to the customers has 
become very poor Customers keep 
On waiting helplessly to get certain 
services which they were getting 
slightly better previously.

Sir, just a word about overtime and 
then I have done. I think overtime 
has reached scandalous proportions 
and we must be very strict with re
gard to this business of overtime 
Further. Sir, there la a lot of political 
interference. Trade unionism and 
trade-unionism warfare have pro
jected themselves into the working 
of the nationalised banks. I feel this 
aspect may also be looked into.

Finally, the hon. Finance Ministei 
would see that there <are number of
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citizens banks opening up at mttiy 
places to serve the community. It is 
also a kind of reflection on the said 
state of affairs in the nationalised 
banks, because in the name of public 
sector expansion, what is happening is 
that tihe public sector is becoming 
rapidly a pampered sector and a kind 
of a parasite sector!

I want to conclude by saying, let us 
not look at this problem from a politi
cal or a purely ideological angle 
Nationalisation is good, but wherever 
it has not achieved the purpose, I 
hope, Government will do something 
with a view to setting the matter 
right.
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^r% \ztfz hz -jfr ^ r r g r  1 
5TTT f% WZTT Wm '<fi

frn r T F r r  |  ? jrn r^ t 
spY 1 *ptt

qrr^f ^  vt t  7
spt ?n%?r ^ | far ^  i t

n^ri Erm 3fr f w ?  I  ftrrr npal
% f^n % Tfrfi ^rr? 1
v lf+ l  5 ^  *T “RTT JT^ f(t T f T  ^   ̂ JR^vSR
*ry ^j^fr ^  |>ft ci> ^
^  »t% T i» fr  1 «rr??r ^  ?iF?%
I*T  ?rr *PT 'TT^TT ?rgY ^TcTT, «TR^?T 
«FT ?Tgt fPC cJT I "3̂ T%
? fr^  spt w *(w ^ 5 ri 1 1 *rW t 

F̂.'TTT ^ TT ^  3JTRT ^mrr^T ^T^TfTT |  f'TiT 
^  ^  srrfq̂ r m h q k  ^  vt 
forr«Tr 1 %f%?r f̂sV3n% vt,
*1% ^T, 311% f w  sp\
^>r  ̂ ^  1 1 ?rm t

3̂ =iT f a  ! | f ^ > r  Jr * r f d  a *

®  1



Nationalised Banks (Dis.) Nationalised Banks (Dis.)

307 Report of Banking AUGUST 14, 1974 Report of Banking 308
Commission and Working of Commission and Working of

[*ff % $]
vftx i % vftz * rm  | fo

f 9  % fan % arr^
?itfsrsei $>fV y m  wr af^cr^r 
foi*r $ 1 t  ^  ^ > r

t  fsnr % sf=st qfti 
arH-t 1 ^tarrrf ?ma r̂arr

w  «tt $riVr zr$ mm $1 fr*rr 
w r f  srocrrgfaaft fass*r
t  5R?sr% qft 1 1 I f :
% fom r n  trf?3cf-T f 1
9 V* ^ f f  % mu CR
$ 3  W%»TT I

*rM  gft *rnr #  ^  | $
3.3 | %fjpsr fen^i % fat* wh*
1 1 1 1 - 1 2  5jfa?r<T % sfrCrar ^  gtar 
t  I *  ’STT̂TT g far s tr  snft *>
*?2T(J S^T ?Tf[ t ?  sft 37*T *?T7 | Tfsr̂ SHT 
* T  S R ?  FTr?  f a f e  «FT *3 =3?

^ shrift «fT̂ T7cT 
f̂Tfgq, sFrnrppfnrc §■ H|fr %% ^rrf^ 1

g f r  W K  frFTT t
^ F T f^ T  *ft ?*T | f r  ?ft «TT#£

*> ^ wt*t |?rr t  
s f t  64 sjf^rrT sr? «rf ^ f ^ z r f a ^  

|«nr t  ***> ?TTh TA |

qrsi % sross vp im  ^rr 
f r r r ^ ^  ^farsfw  arbiter srrf^ » 
5 *1% *p*t ^ tt , ^ r
*WV 1 sffa gtfinr srafa srarcr 
fcft fcs fk #  s t o v e s  31 q?t ws 
3i<fr$fcftt?nrrar#t i v i  ^
^  % fasnre sf* ^  1
foirrtf % far* w r f  n$ irnr
ftn ^ r «ftr ufinF sitar

SHRI SHYAM SUNDER MOHA- 
PATRA (Balasore): Mr. Chairman, 
bank nationalisation should, m my 
opinion, be called the Magna Carta of 
the Indian people. It came at a mo
mentous time when the entire country 
was passing through an economic and 
political peril and Shrimati Indira 
Gandhi took a bold lead to usher in 
prabably the first step to socialism in 
this country.

I want to impress, on the hon. Minis
ter one aspect of ban* nationalisation 
That is to change the attitude of the 
bank executives This change m the 
attitude of bank executives is of paid- 
mount importance now at least to 
satisfy the psychological aspect of bank 
nationalisation. A witter has written 
only a few months this about the bank 
executives:

•‘They should be people who vie 
convinced that the future prnsperitj 
of the economy is highly dependent 
on the hitherto underdevelop*, d 
regions, particularly having bankers 
committed to the objectives ol 
nationalisation”

This commitment should not only be 
found in the bureaucrats IAS, ICS 
and so on, this commitment to the 
welfare of the people—1 do not c<j\ 
commitment to the party ideology 
should be of paramount imDortanco in 
regard to bank nationalisation. Ijn- 
fortunately, it is not seen m the bank 
executives. May I suggest that theso 
executives should undergo a refreshf-r 
or training course wherein they should 
be told how to participate in the 
planning of new India, how to help th(‘ 
people, how to feel oneness with the 
rural people?

I have seen when people go to the 
bank managers in, what uncouth man
ner the latter treat these poor people 
There is probably a letter still ly^s
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with the Deputy Minister. Shrimab 
Rohatgi, on specific allegations against 
some bank managers.

Then the bank managers must know 
the local language. Unfortunately, in 
Orissa I have seen that they do not 
know the local language. If you say 
that the IAS officers before being 
posted to an area have first to learn 
the local language, this should apply 
equally to the bank executives. When 
they go to Orissa, they should know 
Oriya; some may go to Gujarat, Ben
gal, Maharashtra, Andhra Pradesh and 
so on. They should know the local 
language. People come to them and 
talk in their mother tongue. If these 
executives do not know the local laigu- 
age, that rapport will not be there. So 
I would impress on the hon. Minister 
to see that before they are posted to 
a particular State, they first learn the 
local language.

Then there should not be disparity 
in advances as between the urban areas 
and the backward areas There has 
been gross disparity as far as the ad
vances are concerned. This being so, 
naturally there will be a psychological 
warfare between the two sectors.

As far as banking assistance is con
cerned, the average annual growth 
rate of banking assistance has deter
iorated in both the developed sector 
and in the backward areas. In the 
backward areas, before nationalisation 
it was 21.7 per cent, but after nationa
lisation it is 21.5 per cent. In the deve- 
taped areas, before nationalisation it 
was 16.6 per cent and after nationalisa
tion it is 16.2 per cent. Between 1966 
and 1972 the developed areas have 
contributed less as far as the deposit 
is concerned. It is really the backward 
People tribals. Harijans and illiterate 
people who have contributed to the de
posits of the banks but you do not find

the growth of industrialisation in the 
bakward areas. There is a feeling that 
the urban areas are developing more 
and the backward areas are lagging 
behind. The State of Maharashtra has 
progressed a good deal compared to 
other States in the matter of indus
trialisation. Why cannot be ask th© 
banks to give technical know-how to 
the people to start small industries 
or develop colleges or build hospitals.
I saw a report that in Orissa a bank, 
gave a loan for a cinema picture 
taking the risk that the picture might 
be a flop also If that risk could be 
taken, it means they have imagination, 
new ideas and perspective. Let us not 
go back to the old British days when 
there were fixed definite ideas inherent 
in the banking system. The country 
is trying to have a resurgence. If we 
go to the Gandhi an economy, the vil
lage should be the economic unit; the 
district should be the economic unit. 
Why not ask the bank managers to 
develop village areas or districts and 
make them industrially advanced. By 
that we can develop the country. This 
is new awakening, resurgence and that 
could be done by the bank executive. 
I hope a lead will be taken by our hon. 
Minister in whose hands the finances 
are safe.

THE MINISTER OF FINANCE 
(SHRI YESHWANTRAO CHAVAN): I 
am grateful to the hon. Members who 
have participated in this debate.

MR CHAIRMAN: The House would 
have the benefit of the hon. Finance 
Minister’s views on a subsequent day. 
The House now stands adjourned.
19.22 hrs.
The Lok Sabha then adjourned tftl 
Eleven of the Clock on Friday the 
August 16, \914\Sravana 25, 1896
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