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The Lok Sobha adjourned for Lunch
till Fifteen of the Clock.

The Lok Sabha re-assembled after
Lunch at three minutes past Fourteen
of the Clock
{MR. DepuTY-SPEAKER in the Chairl
DISCUSSION RE, REPORT OF THE
BANKING COMMISSION & WORK-
ING OF NATIONALISED BANKS

MR. DEPUTY-SPEAKER: We will
now take up the discussion on the
Report of the Banking Commission
and the working of the nationahised
banks
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“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.”
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“No provision has been made for
any probable doubtful items of agri-

cultural loans or small loansg due for
these years.”
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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
regien,
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“We know that through ay over-
sight you allowed a drawang power
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of Rs 1207 lakhs ggainst stock n
procesg as against the sub-limit of
&s. 5 lakhs fixed by the head office.
Likewise, through an oversight you
allowed them a drawing power of
Rs 2381 lakhs as against the sub-
himit of Rs 7 lakhg fixed for the
purpose by the H.O. autnonties
Your action being highly irregular
cannot be confirmed by us, and
neither we can recommend to the
HO to condone this irregularty.
Please send us the explanatior of
the person at fault i 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”
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no{ say that you lay them
Table of the House.
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“Nationalised banks digcount bills
drawn on milly and factories for
goods congigned to the sidings of
these umits The mills and factories
use the goods for the manufacturing
process, sell them, and after realis-
ing the sale proceeds, retire the

1 said
I dd
on the
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bills, These malpractices involve
millions upon millions of rupees”
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“As régards foreign banks they
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 in India is fast diminishing.
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¥y o @y ¥ Ty ¢ B ngose Wy
& wiit wow §, wWafw g @
yfaefter v &0 WT g AW &
far ug wf Y a@ w0
1960-61 &% AP ¥ W& WA
®, 1962 W I =X WY, W 9T
1962 ¥ @ &z ga AR ¥ @Ay
¥ o By FAd A A BB FT
agrasy a7 o aga & e g,
w fewnd § |

gra{l gz ag § fr27 @y 7 dw
Fagadraagl | 1966 ¥ 1971
& it & afelt witw ¥ ag 71 S@RA
AT AT | T WITT FT AT N
gear ¥ | 1971 ¥ A WQ A
g gi-eeat F gan, -fagrd agw
o7 T, wuT et faRae & a1 qe
Y, 1971 ¥ ave Ffw ¥ faFa ¥ w1
FHT 7 O W gE 5y I
ot W% & 6 a9} X g = I™@RA
TA EAT, T WY FH ¥ JAHA
# aw R 2w ¥ o wfanrer f
daT R AV AT A A Kk geawfa
& oy, ¥few 1970-71 F A
i gy wrm 9 g 1§ W Ter
ag gt i g Aw wn R Progo
480 ¥ TF ¥ ¢!

ot wow €8 (WEET) guT
T, FATATT ¥ A6T T & T |

it 7y ool : 7% =i a7 faow
Tar T §, T WIT AEACHAT T
gy wgd § Y F wrag, mod fad
&% wadY 7T T AL FEAC AEAT |

oft aeer W gl w1 OAAT
#r (ud—mar qar (Frez) 7§ v ?
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oft wy formd : TR AW Ay
qr ?

st s W AgOE ¥, qry
F—aga & T A9y

ot 7y fordt : o & fad @
aft At fgark & awwg w@r g1 1fs
37 ¥ feafa gy 2w & @
2, it oY WYy & Fa vy A &Y
fade g, mfrfqmegrgfe
B USHUFT T FY TH T X TEA-
~X(T9 599 &1 qra o 9N ¥ fead dare

T R afe st Y w sy ¥
fear sty Qtaw 7 domd, dx
fewri g7 faweft @Y ¢ # &Y =%
AFw 7 Wt 1 fea qge
T dfo TFHo 180 IT FWAR A
FAN-—FY HET ¥ 7 WY

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 banke
after nationalisation Nationalisation
of fourteen commercial banks 1in
the year 1969 was a major event
We were committed to 1t and it has
political context also I do not want
to deal with this vital economic mat-
ter 1n that political context but I
will deal with 1ts performance, its
economic aspects and its impact on
the economy and its results and the
service rendered after the national
sation, 1n a dispassionate manner

Sir, the House will recall tha!
State ewnership and control over the
commanding heights of economy was
found necessary in the year 1969 and
therefore, the fourteen banks were
nationalised The major objective of
nationalisation was to reduce the dis
parity and imequality betweepr the
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lifferent categories of borrowers as
well as different categories of
regions. It was also in order to en-
courage the development of the un-
Jer-privileged sections of society and
he different under--developed areas
{ the country.

This bank nationalisation was
thought to be a powerful weapon to
gear the economy towards an all-
round balanced economy. Varjous
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;

¢

~

accelerate lending to pro-
ductive endeavour of diverse
kinds, irrespective of size
ang socjal status of borro-
wers, particularly in hijther-
to neglected sectors such as
agriculture, small industry
and exports and promote
rapid growth thereof; .
(3) 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;

(3) encourage new entrepre-
neures and contribute to the
development and growth of
all backward areas;

(8) serve as active catalysts in
viable development in as
many sectors of the economy
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as possible ang 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 mofussil 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 9.5
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
1s 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 industria]l 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 developeq areas be-
fore and after nationtlisation. The
average annual growth rate in back-
ward areas before nationaljsation
was 21.7 per cent and the annual
growth rate after nationalisation is
215 per cent. That is, it hag declined.
In the same way, the growth rate in
developed areas bcfore nationalisa-
tion was 168 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 YESHWANTRAOQO CIIAVAN):
What is the source of the figures he
is quoting?

SHRI P, M. MEHTA: Economjc
Times. Nationalisation has not been
able to make any dent in the existing
favourable balance of trade position
in developed area wvis-g-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
results 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.
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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 srea 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 the
money would have circulated
within the region, giving to some
extent a boost to the economy”.

Now, what has happcned? 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 fo 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 nationslisa-
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 banks
and even today they have been
ridiculing the decision of nationa-
lisation. They shoulq better be
relieved of their responsibilities
He said that some directors and
chairman have been working in the
same way ag in the past. Govern-
ment was also not prepared t0
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delegate responsibility to the banks
completely and this hag retarded
their stipulated progress, he said.
Mr. Dharia said: Corruption mal-
practices ang in effective adminis-
tration seriously affected the per-
formance of national vision. Mr.
Dharia said: that he himself had
a bitter experience ot the banks in
connection with the Planning
Commission’s scheme to provide
jobs to the educated unemployed.
What ig 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):
told this in hig

He
individual capacity.

SHRI P. M. MEHTA: 1 do not
accept it. He has no individual
capacity. He says his proposals

were negatived and Government 1s
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 I
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-

| perience harassment in getting ad-
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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 askeq 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 ien and if we adopt that
village, even ihen we have no money
to lend”. This is the position of the
nationalised banks, They have no
money to lend to the small farmers,
smal] 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 ot
India has not been followed by the
Bank of Baroda, Jamnagar and Juna-
gadh branches in granting advances. It
ig a fact that agents of these banks in.
connivance with the staff have sanc
tioned loans of Rs. 80 lakhs to on
partnership firm without prior sanc-
tion of the Rescrve Bank and with-
out consulting the Ceniral Bant
during the period July 1972 to De-
cember, 1972

Now 1 will refer to some unfair
practices adopted by the Bank of
Baroda, Junagadh branch. In almost
all cases, advances were given fo the
borrower through third party (not
the farmer). There were selected
touts who came to the Bank of
Baroda for getting finance to the
farmers. They were charging broke-
rage of 10 per cent for the sum ad-
vanced. No personal verfication of
the lands were being undertaken by
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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 printeq 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 wag involved in a
conspiracy case and who was 1n 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 unfajr
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?
I 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, I would say
that there should be a survey of the
workload and that they should
streamline the work in such & man-
ner that the employees are not re-
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amount which ig being paid as over-
time is & huge one and it is adverse-
ly affecting the flnancial 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 recetved 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
letier 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
1 would say, the overall impact OP
the general economy is practically
nil, We have seen the prices goint
up; we have seen the costs going up
It has not benefited the small farmer
the small artisan, the people in th
backward sreas, the Harijans an
others. On the contrary, the depo#!
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of the backwarq 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
immedjate 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
Bankg 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 fow 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 ag a third party. After all,
the Banks form part of 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 cettain areas deposits that
have been advanced to certain other
arens and the productivity per capita
of investment, return in terms of
production, in absolute terms or in
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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, id going imto stagnan® 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 50
increased.

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 like
to narrate one of my recent experi-
ences. 15 days back in England I
talked to the Indusirial and Com-
mercial Finance Corporation anQ
casually asked them how

financed their industry. I did.mot
tell them the fact that I was & Mem-
ber of Parliament; T just talked to
them ag 8 commoner. The¥ put me

There has been
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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. Madhu
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
accountg every quarter. In fact, some
of the foreign banks in India recon-
cile their accounts weekly and the
head offices prepare theirr 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 flve 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 not issue balance
sheet in six months from its closing
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the accounts because that ig a sure
sing of its founding on something.

Now we have talked about deposits
and disburgsements, 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 therr own or
friends benefits. Now, after the na-
tionalisation of bankg we have seen
that this privilage hasz gone to the
officials, We find that regional alle-
giance, Jinguistic offinities, religious
affimties and casteism-all these things
are distorting the centra] operating
mechantsm. 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
depositg received 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. 1 have found that kmow-
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, hecause once the people see
that the centra] apparatus operates in
favour of only a few States, the confl-
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 1les-
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 & 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 amall 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
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we can get over the present deficien-
cies we have,

There hag 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 anq completes for-
malities of the documents, etc, it takes
about 8 months and even one year
to forward.

I now come to the subject of in-
fiation. 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 Ppaying now
about 15 per cent interest in order to
hedge inflation,

So, what I suggest is that not only
fisca] 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 ijs it and proper
that after 5 years of the nationalisa-
tion of banks the House should ronsi-
der how banks have been working and
what benefits the common man of the
country has got. We su na-
tionalisation. The common people of
the country supporied it with the great
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expectation of getting the real benefits
out of the nationalisation of banks. In
1969, when the banks were nationahsd
the Government came to control 83
. per cent of the deposits and advances
in the country and 80 per cent of the
working of the commercial banks in
thia country, and these came under
the direct control of the Government.

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

“Financial institutions are amongst
the most mmportant levers that a
society has at il ecommand for the
achievement of 1ts social and eco-
nomic objectives.,

These high-sounding objetives are
very good. Let me quotc her further.
She said:

*, It 18 m recogmition of this fact
that we nationalised the Imperial
Bank of India over a decade ago. It
shall be out endeavour o 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 i 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 opporiunities for the
hitherto neglecteq 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 considerstion has been
to accelerate development and thus
make a significant impsact on the
problems of poverty and employment
and bring about progressive reduc-
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tion of disparities between rich and
poor sections of our people and Let-
ween relatively advanced and back-
ward areas of the country.”

A very laudable objective. But the
question ig 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 in this
country and different regions. So far
as relative backwardness of the eastern
and north-eastern regions of the (oun-
ry is concerned, it is so wellknown and
pronounced-—I am very sorry to say
so—that whenever 1 raise a question
from time to time, a stock answer
comes, namely, that we are looking
into the matter and we are piving
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
1t 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 brancheg 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 areay and of
differert sectiong of the people? Are
the backwarg areas getting the rea'
benefits so that they can develop? Has
that been achieved or not? ¥rom tha
point of view, you can consider whe
ther nationalisation which we all sur
port and want it to be successful full
has achieved its objective?
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So far ag 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-castern re-
gions.

Surprisingly, even in the intra-State
distribution of banking facilities, there
has been a marked disparity. I{ you
will kindly see the Bulletin of the
Reserve Bank of India on banking sta-
tistics, in northern region which com-
prises of Haryana, Delhi, Himachal
Pradesh ete., you will find that Delhi
takes g lion’s share of the advances.
In northern region, the total amount of
advance hag 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 Rs. 17.78B crores as
against Rs. 443 crores in the northern-
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, Damap,
Diu, Dadra and Nagar Haveli. In
the southern region, il is Rs. 581 cro-
res. This is the disparily which I
am reading from the Reserve Bank of
India’s Bulletin, April, 1973.

1 wag saying how in a particular re-
gion, the disparity ig there. It will be
seen therefrom that in Maharashtra
lesg than 25 per cent of the district has
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got 60 per cent of the facility of bank-
ing One-fourth of the district has only
10 per cent of the banking facie
lity, Therefore there is concen~
irativn of 60 per cent of the bank
offices in the developed areas in Maha-
rashtra. One fourth of the area of
the Stale 1s 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 hanking facilities.
Unfortunately, although one of the
major objectives hag been to help in
the development of ihe 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 hag saig in the other
House that five major business houses
are enjoying about 75 to B0 per cent
hank advances.

16.30 hrs.

[Surr DINESH CHANDRA GOSWAMY it
the Chair]

Is that a desirable thing? Was that
the purpose for which the banks were
nationalised? 1 would like the hon.
Finance Minister to tell us how you
have helped the backward areas (o
progress; what facilities you have given
for agricultural production; how has
this huge amount lying with the banks
been utilised to increase fertiliser pro-
duclion? If I may read from the hon.
Finance Minister’s last speech While
introducing Finance Bill No. 2, he gaid:

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

What role have the natioxxalimdAbanka
played in increasing {he agricultura;
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. Thig disparity has
not been removed. The stress on agri-
cultural production anq 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, 19874. Although amount-wise
it hag 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 developgrent of
the counftry.

No doubt, there has been an enor-
mous increase in the number of bran-
cheg but, Sir, we have to see that these
branches become a comme:cial 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,
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So far as the functioning of the
nationalised banks is concerned, I
think the greatest defect has been that
they have failed fo 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, 1n
regard to self-employment. We would
like to know how it has worked, aud
how much employment opportunities
has been created with the help of the

banks. We would hke to know the
statistics in thig regard. It 18 1o ure
merely trying to give ideas to the

people without telling them what the
actual result is. We would hke 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 gecond failure is that they
have not been able to broaden ade-
quately the inferpremeurial base 1n
this country. That means, so far,
their stress has been on or their love
continue to be with these monopoly
houses. They do not inake 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 agricultursl productivity
in this country. There hag been a
system calleq the differential interest
rate system.

So far, it appears ihat the scheme
has not been a success at all. I would
like the Finance Miniwster 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 spent on
making irrigation facihities available
to them, on making feriilisers 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 thei: monopolist
triends. Therefore, it is essential
that these things should be made avail-
able with the help of the banks' 1e-
sources which are public men, and
Government should homediately ad-
dress themselves to this aspect.

In conclusion, I would make a brief
reference fo foreign banks. These
foreign banks have developed an in-
strumentiality 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 1 am sure they have not got
the mechanism for that purpose.
Large amounts of money are being
repatriated ag ea-nings and profits by
these foreign banks, Why should they
be treateq separately? If we can gene-
rate resources. on our own, why
ghould 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 banks. They may not be
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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 less 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,
ang 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
disposa) also not be treated as public
resources?

I would request the hcn. Minister
to explain it, I believe he has ex-
pressed his disappointment very re-
cently about the slow progress 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-benefit analyses in a wider
pe:spective.  The achievements of the
public sector banks in the recent pe-
ricd of course, in that sense; have
been quite significant,

In a short period of five years, the
deposit mobilisation and branch expan-
slon 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 n the number of
borrowers’ accounts that lending oD~
erations cover a much larger variety
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of people For instance, from a smal
figure of 2.6 lakhs in 1989, the num
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made available to flow lor investments
in poor States and backward areas....

ber of such accounts now 1s as highfi§l (Interruptions). Therefore, it 15 ex-

as 20 lakhs This shows an increase,
a good increase, by a few hundredﬁ
per cent.

The priority sectors such as agri-
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 1069 and Jun=
1973, the share of these priority sec~
tors has increased from Rs 441 crores
to Rs. 1297 crores This 18 the cor-
rect picture as we see the reports.

I will further add that public sector
banks have made rapid strndes They
are moving m the right direction
But we shoulg 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. Thus 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 Umon Terri-
tories revealg 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 1051 per cent in
Tripura anq 107.95 per cent in Tamil
Nadu.

Therefore low percapita-income
States or for the matter less develop~
eq States like Bengal, Bihar, Origsa,
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

tremely important that planning in the
matter of credit operationg is started
at the grasg roots. This is a matter
of national importance and in fact this

1 will help establish in my opinion in-
! dustrial democracy at the grass root
‘level in the country. I am declined to
the wview that many unimaginative
bureaucrats work with outmoded tra-
ditional norms of capitalist society.
Therefore the setbacks to progress
have been taking place Therefore, it
1s important that the traditionalism of
the bureaucratg is changed into social
dynamics and geareq to the objectives
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 makmg 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. Thig asvect should
be looked into and the needful should
be done at an early date. In conclu-
sion, 1 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 VIRENDRA AGARWAL (Mo-
radabad): The earlier speakers who
have participated in the debate have
covered quite a goog aren. I feel that
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the Banking Commission was consti-
tuted much earlier than the banks
were nationalised and their termg of
reference became irrelevant the mo-
ment the banks were nationalised. 1
really do not know what purpose would
be gserved 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 1 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, I
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. 1 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 Jebat-
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 banks 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 guing, Thee nationalised banks have
functioned for lest five years. Today
let those who were responsible for na-
tionilsation ask whether the objectives
for which banks were nationalised had
been served. Your own Finance Mi-
nister coneedes now and then in
various parts of the country the banks
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have failed to serve the national ob-
jective. The other day a junior mi-
nister for Planning talking in Poona
had gaid that bank nationahsation was
the greatest failure because 1t 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 profilability, efficiency
productivity or any aspect of the bank-
ing system, you will find 1t has deterio-
rated and the depositer has suffered
greatly. Lel me put a question not
to the Finance Minister but to the
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 bprices. 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 vear hetween
June 1969 and December 1972, the
number of branches npened 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 areag 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 increaseq the administrative
costs to such an extent that the depo-
sitor who had put his monev into the
bank cannot get a fair return. I per-
sonally feel that the branch exvpansion
wag a good move in the right direction
but, because of the enthusiasm, we
have gone at such a rapid pace that
the administrative cost has gone up
very high. TFurther the deposit col-
lection from the new branches was not
very encouraging; it was quite poor
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There is another aspect to judge the
situation, and that is the aggregate
deposits as percemfage of national in-
come, and that is low. While we feel
1appy 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 speakerg have laid a
great deal of emphasis on the fact that
the commercial banks, or the nation-
alised banks, have not served the prio-
nity sectors adequately and effectively.
It hag 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 1s, the agricul-
tural sector the small-scale sector and
schemeg for the self-employed. Shri
Mohan Dharia hag 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,
1 need not comment on that point.

On the agricultural fpont the na-
tionalised banks have faileg us. The
agricultural production is going down
rapidly every year. I think we have
to blame the nationalised banksg to
some extent, if not fully. Between
June 1972 and March 1873 the propor-
tion of lending to priority sectors to
total lending rose only by lesg 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
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from Hs. 7,481 croreg to Rs. 8,581 crores
between January 1973 to September
1973, the commercial sector has been
denied a fair ghare of the credif. The
whole of the resources have been
directed to the QGovernment 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. I be-
lieve thig 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
{o 69.85 per cent in June 1973.

This 15 the situation about profitabi-
hty. It hag been greatly emphasied
that the profitability has gone down.
1 need not lay any more emphasis on
that.

17 hrs.

I want to say that the depositors in
this country have suffereq a great deal
because of bank nationalisation. Why”
It is because depositors have been de-
nied a fair rate of interest on theiwr
deposits, Whereas lending rateg 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 constifuted accorling to na-
tional objectives. I feel depositors,
workers, economists, small agricultu-
ristg small entrepreneurs etc., should
be represented on the Boerd of Direc-
tors. Are we doing it? No. At the
moment I feel, the Finance Ministry
has been distributing patronage to
their own favourites.

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

At the moment, indiscipline in banks
1s sp 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 ghould be
declared as an essential service,

There is a lot to say on this sub-
ject. But I wouldg just mention two
points more. One is that the farmer
for whom the hanks were nationalised
15 required to fill up such a series of
forms that it has bheen calculated—
let the Finance Ministry calrulate for
itself—if he wants to have one rupee of
credit from any nationalised bank, he
requires to spend 35 p. on filling up
the 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-
nient must constitute a high-powered
jucicial commission to go into the func-
tioning of the Reserve Bank and also
the nationaliseq banks. This is abso-
lutely essential if we really want to
understand whether bank nationalisa-
tion hag succeeded or not. If it has not
succeeded ag 1t is admitteq at all
hands, then, why should we not do
something constructively and positi-
vely to improve the functioning of the
Reserve Bank ang 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 adequale
credit to agricultursl sector, small far-
mer, small entrepreneur, we will not
1620 1.S.—9.
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be able to build an economy at a time
when our economy is wholly stagnant.
I personally feel that bank nationah-
sation was one factor responsible for
economic stagnation and galloping pri-
ces.

st q® w2 wem () - AT
ST uE a wwe § g 4w &Y avw
TR ¥ AY WA § AgA gRT-gART
fafses @ wga w8 weg W@
g% g | fafeen & sag o & a WY
gn a7 2 fF gaar wear wedf= gt
& fr g8 Wi @Y Fofr 1 wirag
agr g7 feard &ar 21 fedr oY aw
¥ §1q 9 A7 987 97 439 7 AT
HIOEY T | JET g8y A & 98
agt ¥ FAVAT &7 Aqgre HAv
7 fam wdy St aadd | 3% AT
forezar &, 3°% wwat &, 37 qanfam
& ar 7@ & ag ar v S sfer
iy oY do6 ¥ W17 AR APy ATt T
T FAMET 719 F1 fadmr o wEw
a3 fFa g & fg ag aral seld &
wATaY @a\g foagr qar )

gwrafa I o FHEY 3 Y et
dafam o7 & 12 Ar@ O @9 g
T AT wEr I A 1S Hifeva g g AT
WEY | 9% 3@ T WA qo9F Far §
fF 37 a7 I1 o =W wW AT
ag FHE W1 487 4 forasy oo AELT
fpar 91 99 SR AT g1 T 12 AW
saT dae 2afmeT | Tw AT
CAE

zq; fermr gor 2 ¢
“It has so far incurred an expen-
diture of Rs 12 lakhs on travelling
and olher expenseg of the Commit-
tee.”
ag fao mrvo uFo 9T Y, d3FdF
g gfear § femsd Yadn  ag



259 Report of Banking
Commission and Working of
Nationalised Banks (Dis.)

[ =t g sz TTm ]

T AT Y § I daw wA T
g€ st wm 3 Y g o i &
«df ? vak aw Sawr | e
fagar ? s gww ww &0 gafeg
o feda Romwdt Gwatr g ...
{FmaarT) |

#oay g aar @rar R dwi &
IR AT § | AR
YT AT B 57 99 F WGERET AT
FPIAATAT R | 9F AT X 1963 F 4
O 95 919wy faar, 1971
#6703 14 @ femr, 19728 7
02 11 @@ femr sT 1973 W
AFOT 12FVTP 7T | 3T R
¥ g% q-qI< Ao § frEw e«
FH FW &7 a@ @ @ § vfew 7g
T e FY a1a § 6 sercarew 4 S
¥ agq 1208 TAT 1 1963
¥ 7g W-IGT WE guT 97 | FE
T 07 9 NERmE W ¥ )

AUGUST 14, 1874

ment. q7 HIY

Report of Banking 260
Commission and Working of
Nationalwsed Banks (Dis.)

“In this particular nationalised
bank, the Chairman himself, who
could have played 2 major role in
integrating the board and disciplin-
ing it flrst of all by his own exem-
plary discipline, follows the line of
least resistance and knowing the
various interest power centreg does
a dnift exercise of giding with one
or the other power interest as the
case may be.”

Thig is the condition of the manage-

sard & dwr
# oy g &7 WA &8 whET R
JFad g 1o § srfearar afan
7§ ®Yy, agr WY 3ed 95 ) fafeea
Affs agr av FH IV AP FUATR )
3951 fFTran € 600 ®v@? 1 Ag AL AW
A @Yo facfaegr 1Y § 57% wim 93w
g faqz fefzge & ax oYy araig )
FET 9 9T At vy WA g Aw fRe
o for T widwatsed @

g

{zTaara) AYFZT T & | 98 59 AT w7 @4t
MR CHAIRMAN: You have only ay sur  aumEr a H5YT FIH g T

ten minutes, Please try to conclude

within that time. Tt R grardrgan RET TS | IR

time yourself.

Do not have over-

WY AT FEEAM WA R WA
zrew wgr e | dew HEEETE §,
graTs TaiEed § 1 WY w@a

¥ agx fawdY § oF EERET ¥
forar & .

“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 officer-director for being
a ‘stupid idemlist’ instead of follow-
ing the whole tribal norms.

&7 &Y 2 &Y 9frwrd @ § | A W
QY8 Avmenges dww § A S A g
W1 a3 1§91 1 FL AT e fag
g gfrelmradr 31 a8 famw
avgrn sfgg, wv€ el Ay v =faa
T WAE AT aFarg ? 4
Foardr A A & fg @ § 1 M
aedyizq FAEY ¥ W) 8 forar § AR
mMTIW | T FEE

“Fhe backward man is at [rst

afraid to approach the bank, when

approached tries to run away from
it, when pursued feels suspicious”.
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qEEwT | W qq 7 faaer
JHY T RHRT WY oy SanT el

“If a pefson wants to take a loan
of say Rs. 5000 for purchasing a
diegsel ¢mgine 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
satisfled: and the number of forms
and performance to be fllled up is
really amazing.”

SRAT T 54T A ! ANAATEAAA
& arg gfaswaafvee w1, T AT | Y
AN faer oy, g8 A ATATE | -
TV T WG qT ATA® & ITHT AT AW
3§ & 7 & 1 wowewiw &) feaar
faer & wg Y g FaTU

‘Of the total advances given to the
agricultural sector upto September,
1973, 42 per cent had been given to
thrg: Sfates—Tamil Naduy Andhra
Pradesh and Maharashtra. Similarly,
1n the small-scale industries sector,
35 per cent of the credit has gone to
Tamil Nadu and Maharashtra,

YT FT AR G AR RS
BT AMHATEINT 7 4T I8 A3 AT AT

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

Ig WY HTIHT I IT 9T ¥T T8 Y AT
§? wm dvgd faw #13e faqmr ?

# Arear § fF T & are wiw A
aga arar arfeaw @eft & o FAE A
HEAr g ¢

"Ihe Committee also note that
while the progress, made by public
sector banks after nationalisation
in areas like deposit mobulisation
and branch expansion, has been
somewhat satisfactory, in other
important and vital areas like lend-
4ng to weaker or priority sectors,
particularly agriculture; removal
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of regiona] 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 requre-
ments and public expectation.”

T Qg g & O ;9w wifersr
s AfEr e seEY ST Erar
rfF HFHAT &5 THAT ATTH A6
PTIRAI =B TSR ? ST i
grAm & e frear g S AT FRaET
§ azohl off v ier, afti & w9aT
#F oyt gwT & 1 38 sl
7R &% & fama & 1 g4 arera ag drinT
2 1 44T de, ersv Y a1 gEl W@
A Ay &) WY &%) #F wW
F74 § 9% wHw qwag fAedr §
#Th TV WY ST I G 1 wqaT e e gt
wMevardy W Iga (werd ) dfEe
g WY 2w & [an agv EFT =)
o wegt e ofgg L I ¥
am ot Y ww @ §, ag w9
a% Aqepll, WAAH JA |

SHRI C. K CHANDRAPPAN
(Tellicherry): It is now & years
since banks were nationalised in the
country. This is an appropriate
occasion for us to review and asscss
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 fulfill social
objectives, carrying banking to com-
mon man, providing institutional
credit to small and hitherto neglected
sectors both in agriculture and in-
dustry and helping priority sector to
grow.

17.18 hrs,

[SErz VASANT SatHE in the Chairl
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 whith is creditable. For
example in the matter of expansion
of branches there have been branch
expansion in the rural sid¢ in the
country as a whole. From 8321 in
the year 1959, now it has come to
60,503 branches. Deposit mobilisation
hag come from Rs. 4,669 crores then
to Rs. 8962 crores now. Banking
operation in rural side has increased
by 50 per cent. Commendable per-
formance was there in certain other
gectors too. This is one side of the
picture the biight side of the picture
regarding the work o* the natipnahz-
ed banks. When we take all these
aspects into consideration we have to
take vital aspects of the functioning
of nationalised banks. Wg were told
in 1069 that banks weréd nationalised
to de-link economic institutions from
he grip of monopoly 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. Finance
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. Rs. 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 aré gefting 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 shows that one
of the major objectives of delinking
of the industry and of the monopoly
houses from the financial institutions
eould not be achieved successfully by
the nationalised banks.

AUGUST 14, 1974

Report of Banking 264
Commission and Working of
Nationalised Banks (Dis.)

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 whereag the interest-
ing aspect of credits that Govern-
ment have taken from the banks
comes only to Rs 90183 crores—
nearly 800 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. 15000 crores, 18,000 crores or
Rs. 1,500 crores?

SHRI C. K. CHANDRAPPAN: This
was an answer given in reply to a
guestion 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 that we did hot succeed
in delinking the bank from the
monopoly houses. That Is the peint
1 want to make. Another objectivel
which wasg stated at that time
was to help the weaker sections and
the undeveloped areas. I do mot
want to go into the problems of the
undeveloped areas as my friend, Shri
Chatterjee, has already dealt with
it. I would, however, Tike 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 bcfore. Though
I cannot use the word ‘worse’ T 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 sharemcroppers 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 lande
owning cuitivators. They took loans
and returncd 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 yeaf's the fourteen natio-
nalised banks gave short-term and
long-teirm loans to farmers holding
below 2-1{2 acres of land only 24 per
cent, and farmers having above 2-12
acres 66 per cent, whereas farmers
having more than 10 acies got 34 per
cent of the loans This is about short-
ferm loans Whep you ccme to long-
term loans, the situation is still
worse, Those having 2} acres got
only 5.1 per cent; above 2} acres got
949 per cent and those above 10
acres got the maximum share, that
1, 023 per cent

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

“The Committee are riot convinc-
ed that the natjonalised banks have
been able to meet the genuine re-
quirements of the credit for the
wedkr sectipns of the society in
whose name the nationalisation
scherhe wax "
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Now, this is bappening. There is
big number of bureaucrats for run-
ning the whole institution. It will be
correct to say that instead of natio-
nalising the banks the Government
hag bureaucratised thg 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 Bunk of India—I will not
say they are agents—arqg rerving
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 medie~
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 mnot
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
yet money was advanced to them by
the Reserve Bank, There have alco
been cases where big business houses
were favoured on the instruction or
at the instigation of the Rcserve
Bank. When Goenka approached the
hank for o huge loan Wwhep there
was a CBI inquiry against him, the
employees’ representatives in the
Reserve Bank opposed it and sad
that it should not bet given, but the
Reserve Bank said ‘No, it can be
given’., Again, when Government
were about to announce their credit
squeese policy, M- 3 crore. was given
as loan to a big millower. The
employees’ rgprescntatives opposed it
but the Government representatives
did not sey anything in the regard at
the meeting of the board of directors

There is no point in accusing the
employees in the name of distipline
and In the name of dvertime, for the

T ' ~
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failure in functioning the nationalised
bunks. They huve done good work as
employees and as directors of the
nationalised banks. Here, 1 would
like to draw the attention of the
hon. Minister to what has appeared
in the Capital dated the 20th June,
where the employees of the banks
in Caleutta have offered and said that
they are ready to reduce the over-
time which they are taking ai pre-
sent. They said that they were ready
to come to an agreement with the
bank so that the overtimg could be
reduced. But the answer that has
been given is that it should for part
of a package deaAl and so it was
rejected with the result that overtime
is going on as before and more and
mor¢j 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-
iances 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 fhese nationalised banks
under the control and purvicw 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. 1 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
sbout removal of regional disparities,

N
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In some areas like thg 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 ete.
the people have not come forward in
sulficicot numbery 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 uhbanked areas or in
backward areas, if this is politics,
then certainly we want to helo the
poor people. We want to help the
smail man. We want to help those
:reas which have been neglected so
ar. ,

-~

I fecl 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 extended to the pre-
cepts, concepts and outlook in the.
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,
expansiong of credit to the neglerted
sectors of our society, to the priority
sectors and thirdly, bringing about a
development-oriented system ot
banking, We have to see whather we
have been ablg) to achieve thesc
objectives or nof. When we see thc
figures, we feel very much satisfied
that nationalisation of banks has
made a tremendous amount of prog-
ress. In regard to opening of bran-
ches, we fing 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-
tiegs 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 ih some areas
banking facilities have not been ade-
quate. But as we sce the figures, we
find that in 1969, in an wunbanked
area like Himachal Pradeshy there
were only 41 branches, but in 1973,
there were 173 branches; in Assam
there were only T4 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
inprovement in the banking faciliticg
15 in the rural areas alone. We have
also been able to vpen 134 agricul-
tural branches in the rural areag to
provide service to our rural people.

The nationalised banks also started
the 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 never done before,

Whilg we see the deploymen: of
funds, ‘we find that the large scale
sector is stil] getting the major part
of the investment.

When we nationalised our banks,
we found that most of the money had
been invested in the large-scale
sector. It was felt that more money
should be made available to the small
scale and agricultural sector, artisans,
transporters and the educated unem-
ployed. Sufficient money has been
Placed in the hands of the banks at
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the time of nationalisation. They
had then Rs. 2500 crores; now it is
more than Rs. 8500 crores, This
increase of moncy that was made
available to the banks should have
been deployed in various sectors

which really deserved it. i
Banks have been told {0 invest
much in small scale sector; they

deserve it because 45 per cent of
production 1n the privale gector 1s 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 ons man
with a job. Since the small scale is
job oriented it should be strengthen-
ed. Banks have also invest-d 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 investad
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, there
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 of the staff and
the functioning of the bank, 1 sug-
gest that there should be some kind
of an enquiry into this problem to
see that people who are dealing with
the banks gre 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 thare 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 arg¢ working
according to their own ways. There
is need for co-ordination in this
matter,

SHRI VAYALAR RAVI (Chirayin-
kil): 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 measyre and to create
fresh opportunities in backward
areas in different parts of the
country.”

This in a nut-shell is the purpose. It
ig time that we examined what ac-
tually happencd later. Can the Fin-
ance Minister say with honesty that
even 10 per cent of the objectives
have becn 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 samc structure, same
mangement ta continue. Earlier
the banks were connected with and
controlled by the monopoly houses and
the same patiern was allowed to be
continued even after nationalisation.
That is why the banks could not ful-
fil the expectationsg of the people.

There is no doubt branches bawe
expanded grestly,.  About 11313

AUGUST 14, 1974

.. Report, of Bavking
Commission and Working of
Nationalised Banks (Dis.)

branches have been established, But
it is a pity that in villages the expan-
sion of branches is meagre. For
81,000 villages with population be-
low 5000, the number of brances is
only 596. For villages with poplla-
tion between BOOD and 10000 the
number of branches is only 1000
More than 10000 branceg are situated
in urban areas. OQur national econo-
my is predominantly dependent on
agriculture, but unfortunately in this
sector, the banking operation hag
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 3¢
million tonnes. I do not know how
we are going to achieve these targets
without the help of agricultural cre
dit. Only Rs. 711 crores have been
given as loan through cooperative so-
cieties. The condition of the co-
operative societies in this sector 1«
pitiable. At page 21 of its report, the
Banking Commission gays:
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“Though agriculture has been
the most important sector in the
country, it receiveq very little
credit from the commercial and
cooperative banks.”

In the name of reorganmsation, ti.
number of cooperative societies wa
reduced from 2 lakhs to 1.85 lak's
and no proper attenlion is given to
them. ,They are more eager to hclp
the industrial sector. This is a matte
to be examined. I fully agree with
Mr. Chandrappan that the bank
managements are more connected
with monopoly houses. I do nnt
want to repeat the figures quoted M
him. The Finance Minister told th
Rajya Sabha that 1 million and odd
small sector people have been giic’
only Rs. 364 crores whereag a hand-
ful of big business houses get a bulk
of the amount. The fact that on¢
million small scale Industrialists have
been, givén & meggre amount onl¥
ghoWws yolr tendency.



273 Report of Banking SRAVANA 323, 1896 (SAKA) Report of Banking 274

Commission and Working of
Nutionalised Banks (Dis.)

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 citieg 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. Thig ig the position.

The other point is about 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 retreateq from that pro-
gramme. The money has been ad-
vanced by the banks to private tra-
ders, it seems, to the tune of about
‘Rs. 181 crores, who indulge in hoard-
ing, black-marketing and profitcering.
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 ihe 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
Directbrg are appointed on the basis
of fheir knowledge. My contention is

they dp not represemt the
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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 The
Finance Minister has introduced a
Bill—I will not deal with it now—and
I believe, there is an atlempt to find
a post for somebody in 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.

contrast.

Then, about labour, I have got ex~
perience about labour. 1 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 appointments in the banks. Ig it
going to be the monopoly of the em-
ployecs 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 hargaining of the organised
labour which is a minority hould not
encroach upon the rights of the unor-
gamscd majority, the poor people. This
is my contention.  The agitation in
Kerala was for this purpose 1 told
the Manager, “What is this® There
are millong of unemployed people in
the country. You should not sign an
agicemeni with them.” TRut he |is
helpless. Many of the nationalised
hanks have signed such an agreement
with the employeces’ unions  Should
thi¢ be the policy? No. There are
milliong of unemployed young pcople
in the country. I appeal to the hon.
Minister to scrop these agreement. We
do not waunt 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
mage the public suffer. Even the
Government cmployees 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 {o act.

Lastly, | 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
{0 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 bieycle 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 unforiunately 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 hag 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
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against him, but no enquiry has been
conduclted. You will not have the
moral courage to discipline your own
employees if the Heaq of the Bank
is a person of thig type. I would
like to point out that the Chairman
of the State Bank of India thinks that
he is living in hig 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.

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

With those remarks, I conclude my
specech.

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

Sir, T would like to state at the
very outset what the hon. Finance
Minister mentioned on the floor of
this Houge 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 thig social
injustice has been achieveq 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-
nsticrr only th-se big moncpoly in-
dustrial houses have continued to
derive major financial benefits from
these nationaliced banks; I will be
happy to hear what the hon Finance
M1t ster has to say in this matter,
especially in the background of his
statement at the time of nationalisa-
tion that 1t had become imperative
for the Government to nationalise
them because of appropriation of
large percentage of credit facilities
cxtended by these baniks by the
monopoly industrial houses of the
country

In 1971 the aggregate amounts of
cutstunding advances from the 14
natinn thisnd bhanks 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-
hsation, the outstanding advances due
from these 50 large industrial houses
were only Rs. 399.74 crores. In three
years, after nationalisatic), 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 bataks 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 heen allowed to enjoy greater
credit “acilities than that obtained du-
ring prenationalisation period, I do
not think it can be contradicted by the
Government  Jightly If. on the
other hand, these nationalised banks
had recovered more money from
these large industrial houses and
given mory credits to small farmers
and small entrepreneurs, the objec-
tive of nationslisation of these banks

Commission and Working of
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would have been possible of .chieve-

ment. Is it fair and just that in
three yecars after nationalisalion
these large monopoly indu.tria)

houses should have been given by
the nationalised banks Rs. 112 crores
more as advance at the cost of small
farmers and small  entrepreneurs,
These figures have been given by the
Finance Minister 1n reply to Question
No 2491 raised on 9th August 1u74,

18 hrs.

Sir, thi. answers gives details of
outstanding advanaces from cach of
the 50 large indu strial houses I wall
refer only to a few of them. Take
for example, Birlas, The oulstanding
advance as on  18-7-69 wa, Rs.
5430.17 lakhs and 1f you s2e whether
il has declined 1n 1973, you will be
surprised to find that as on 29-6-73
the outsta m> a’vance has gone
up to Rs 772627 lrkhs, Instead of
declining afier nationalisation, the
outstanding advance has mounted o
Rs. 772627 lakhs. In the case of
Martin Buin, the outstanding ud-
vance on 18-7-69 was only Rs. 273.50
lakhs, but on 29-6-73 it was Rs.
1367.62 lakhs. In the casg of Suraj
mull Nagarmul] from 30423 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 13-7-89
was only Rs. 98641 lakhs and on

290-6-73 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.

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

The hon,
compare the

Member is trying to

absolute amounts of
1969 and 1973. The better way of
comparison 1s not comparing the
actual total amounts but the per~
centages of the total credit that is
given. If you thiuk i 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
flgure of 1969 with the absolute
flgure of 1973, What you have to
compare is: what is its size as part
of the total available credit.

1 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 advanuces to 75
large industrial houses during the
past three yearss 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 thece
stutistics of outstanding advances
reveal. The 1{otal outstanding ad-
vances from them, both from nationa-
lised banks and from the Stite Bank
of India, come to Ks 816.91 crores

If ithe Government had taken encr-
getic steps to recover these outsiand-
ings from ithem and spent substantial
sums on agricultural sector, the coun-
tiry would not be facing today the
crisis on the food froat. Similarly,
the intensity of the financial crisis
would also be comparatively less.
It we had given substantial credit
facilities to pnall industries, we wowld
‘have had widespread industridl
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growth throughout the country 1
am not objecting to the policy of
nationalisation and in fact I advocate
the policy of nationalisation for socia’
good, Though many branches hawe
been opened after nationalisation,
these branches do not seem to hav.
eough money for giving credit 1y
small farmers, small industrialit
and others. Under one metext or
the other, the monopoly industrial
houses continue to appropriate large
credit facilities from the nationalised
banks, which were nationalised o-
the plea of their being the instrument
of exploitation for the large indus-
irial houses. Now, after nationalisa-
tion, it seems that the Government
have also become a slave to thew
large mouopoly houses. That is wh;
they amre giving greater credit facil:
ties to these monopoly houses, and nc
constructive steps have been taken b»
the Government for reducing then
outstandings. I have to make ths
charge on the basis of statictics giver
by the Gavernment. Probably, with
out their support, the :ruling parly
will pot be able to survive in pow 1
The ruling party is running the Go -
ernment with the support of the «
findustrial houses. The ruling part
does not want to help the poor an
small men as they do not seem t
nced their support in administer »
the country. Only with the supp
nf ihe rich peonle, the Goverrme '
want to run the administration «f
this country.

The Estimates Committee of th
House has pointed out thot the ric ¥
of these nationali=ed bankg has be @
dechning year after year Inspite of t'
fact that more hranche. have bt
opcned and morg credits have b
given to the monopoly houses, v
are the reasons for the dechnm”
profit? I can only say that th:
banks, even ‘after natioualisation, a ¢
being run by the same top personn !
who had gerved the private manage-
ment. The very same people are i

eommerce.
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the new garb of Chamirmen of these
Banks. These old crocodiles are
gobblitng 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 Manaegement of these
Banks, these Banks are not gorig to
make profits. Uuless the employees
are enthused with participation in
the management, you cannot expect
the Banks to make profits. The Gov-
rnment proclaim that they are for
the people In order to bridge the
gap between profession and practice,
why should not the eomployees be
aven gepresentation on the Board
ot Management of these banks? Why
should the Government carry c¢n with
the old people? I would like to
appeal to the Finance Minister that
Jreater check should be exercised on
the programme of credit facibties
of these banks.

In the end, I would refer to the
fact that the Banking Commission has
1eferred to the Foreign Banks p the
country and its remarks are confined
to three lines. Sir, these foreign
banks have become thg 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 this score?
Sir, I will conclude by saying that
these foreign banks must wulso be
nationalised if the Government are
keen to stop the smuggling of foreign
exchange out of the country,

MR. CHAIRMAN: Before Shri
Mahajan speaks, I would like to ask
the hon. Minister for Parliamentary
Affairs @s 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
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RAMATAH): Three hours and ten
minautes 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 another
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 K. 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. Chauman, 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 advance. and 80 per cent of
branch net-work of all commercial
banks in the country. Besides, the
widespread cooperative credit strue-
ture was already under th~ nmndance,
supervision and control nf the Reserve
Bank of India.

Commercial Bunks 1 India grew
up under the Buitish 1egim~ md
gserved fur'y large-scale and medi-
umsized industry and wholesals trade
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18.13 hrs.

[Sart DinesH CHANDRA Goswamr in
s the Chair)

Though India is predominantly an
agricultural country, the credit .equire-
ments of milliong of farmers and small
self-employed people were neglected
Besides, these banks were concent;ated
in urban areas. Their policies and
programmes lacked development
orientation; they made no efforts to
broaden the entrepreneuria] base or
increase productivity in ‘the vital
sector of agriculture. The objectives
of nationalisation weie spelt ou. by
the Prime Minister in these words:

“It shall be our ~ndeavour to
ensure that needs of productive
sectors of the economy, and in
particular, thdse of farmers, gmall-
scale  industrialists, and self-
employed professional groups are
met in an increasing manner. It
will be one of the positive cbjec-
tives of nationalised banks to
actively foster the growth oif mnew
and progressive entrepreneurs «nd to
create fresh opportunitizss for the
hitherto neglected and backward
areas.”

She, however, made it clcar that all
this emphasis on priority sectors and
the rectification of the existing regi-
onal anad sectoral imbalances in the
country’s credit structure will not be
at the expense of considerations of
-economic viability.

Now that five years have passed
since this historic change, we can
teke of the position and assess how
far the banks have succeeded in
achieving these objectives.

By far the most impressive achieve-
ment of the nationalised banks has
been the extension of banking to un-
banked or waderbanked areas which
are mostly rural areas. Sfince nationa-
lisation the number of branches has
more than doubled, almost half of the
new branches being in the rural areas.
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The branches in the rural areas have
increased from 1860 in 1969 to 6023 p
December 1973. The average popula-
tion per branch has come down from
65,000 persons in 1969 to 33,000 person,
by the end of 1973.

But there has been a slackening 1.
the pace of branch expansion during
the last two years, due to scarcity o
trained and experienced personnel, ik
increasing cost and the fact thot
takes about three to four years for .
new branch to break even. Eruoslh
impressive is the nationalised bank.
record in securing deposits. The,
have succeeded 1n  doubling ther
deposits from Rs. 3885 crores to
Rs 8450 crores by February. 1974
Another importani ohiective of bavk
nationalisation was to meel incres-
singly the needs of agriculture and
other priority sectors. The zdvance
of public secior banks to prionty
sectors have increased from Rs 440
crores in June, 1869 to Rs. 1326 croies
in December, 1973. Their share r
public sector bank credit has thus
increased from 14.9 per cent in June
1969, to about 24 per cent in Decemler
1973. Out of this amount Rs 4%
crores went to agriculture for bnth
direct and indirect finance and Rs 645
crores to small scale industrialicts

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

Having said this, it is necessary 10
point out the qualifications to this 1m-
pressive performance and the direc-
tiong in which bank nationalisation It
not fulfilled our expectations.

The disparities between iffert !
States and rezions continue anl hae
not been reduced fo any consideralle
extent. The relative backwardres ¢
eastern and north-easiern regions pel-
sists even after 4 years of hect®
branch expansion, The population per
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«office in Assam, the only major state
in the north-eastern region, was as
‘high as 80,000 in June 1873 angd 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 against 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 rerions. 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. 1Is this not exactlv the
reverse of what we had expectei?

As regards credit to priority sectors
we find that its nronortion increased
from 14.0 per cent in 1969 to about
24 per cent in December. 1973, But
here also the same story is repeated,
Six states of Masharachtra, Tamil
Nadu, Gujarat, Mysore, West Bengal
and Andhra Pradesh account for 63
ber 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 pot
been taken of rural needs. In Maha-
rashtra, there are complaints that
only 3.8 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 th is
has been taken away by the relatively
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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
custumers have even complained of
rude behaviour and discourtesy on
the part of the bank staff. Trade
unions which clamoured 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 jmportant recommendations re-
garding (1) the coordination of the
working of nationalised banks with
the cooperative sector, (2) the getting
up of merchant banking and (3) the
regulation of non-banking financial
institutions. These have not received
due con« 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 ERASMO DE SEQUEIRA
(Marmasgoa): Recommendation No.
32 of the report of the Banking Com-
mission js that the rural banks should
set up and maintain godowns and
supply inputs to agriculture. This is
representative. I think. ot the malaise
that plagues most of our policies.
For. on the one side were expect our
institutions to do things which shou'd
logicallv be completely outside their
purview, and on the other, we do not
pay any attention at all to the
policies that would leag them to per-
form the functions that they are
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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
81-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 one-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 vajue of the principa] #1 deposit
is increased to neutralise the eroding
effect of inflation, and whero 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 frcm
the present ten per cent.

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

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

And what is the definition ¢f secu- -

rity? Assets A qualification is no
security,. A good project is no
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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 accountg receiveble most
of which you could not coltect, that
15 gecurity, How do you expect any
diversification in growth, if this is
the policy you follow in landing?

L

We all know that 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
1t 1s unrelated to need and again
related to the great concept of
security, this great conservative con-
cept that is still ruling our country.

[ SV Y

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 schemse,
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 it worth while for people to
save, and on the other it is possible
for them to utilise the money that ic
available, very much faster than they
are utilising now.
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Where does the money come from,
and where does it go? I will give
yop the example of Goa. A tremen-
dous amount of deposits hes been
collected. And yet the udvuntes mre
a minimel percentage of the deposits
that hpve been collected. You know
why? Goa is rural. So the money
1s coHected there. Where does it go?
To the urban centres. It goes from
agriculture into Industry.

It is a repetiflon of Goa all over
thig country that has produced the
imbalance, that hes produced the in-
diseriminate substitution of available
men with machines, the Unemploy-
meait, and the completely lopsided
ecconemy 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
agricultare and only then into indus-
try. .

Now how 1z thig going toe work,
unless there is in banking decentra-
hsation? "Until the day when the
agent at the bank 1s given a directive
on the amount of money 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 tan 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
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Bank nationalisation in India
has been a success and hoidg good
prospects for future progress,
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7 7 W vy wrgar § e dw¥ Ay
atyw fre ot § 1 gfeaere & A A
R agi i | IR wg g
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qnTETY A ¥ TR QU WA ¥ fad
T WY wmrorT iy 3w
ag 7Y a g e a1y 3 9 e g
*Y sy & wifgq | W wY Troi
o wowr =1fegn | WX Y g8 wieT oY
AT AT ES QA AT AL aw oY
g Saray feat %Y v TEY ERiY anife
wgdar 3w & T ¥ AT N T
& s gurdar it WY ard v avar ot
geT | wEfay whwe  IEwee
afad fe a7 @z feurfae 1 o
arafed) qve § wiv S wY g A
QY FWT W AT AN @ FWR,
zawT Hfee 7 37 Y v F STy warw
qA9H Y qF WHL TIH YA G X
o g% | IEN fod 3o qrad WAy
A Al Wy Y o2 o) Iuw
T WTAVEF FHAT A @ A Fgan g fw
4wy & Tr7 7 a7 Ay WY T A
qfegiie & @ 9Tigg |

SURENDRA  MOHANTY
(Kendrapara): Mr Chairman, Sir,
in a flamboyan{ 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.”

SHRI

This debate provides us an opportu-
mty for evaluating as to how far the
operation of the nationalised banks
hag 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 re-
garding corruption in the binking
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sactpy .before the nationplisation of
bankg had taken place. But during
1972-73, the Centra]l Vigilance Com-
mission receiveg as many ag 161 vigi-
laneg casas and 455 complaints con-
cexping bank employees, Another
batch of 88 vigilanece cases and 351
compiaints were brought forward
from the previous year. From this,
one can very well gesess the volume,
the extent of corruption that is pre-
valent today in the nationalised
banks,

During the year, one Menager of
the Punjab Nationa] Bank, one
Manager af the Central Bank of India
and one Staff Officet of the Bank of
Baroda hava been removed from
office. A large number of vigilance
cases have, However, not been dispos-
ed of ag yet. In that context, I
would like to bring to the nofice of
the House thak all the 14 natiogalised
banks and seven subsidiary banks of
the State Bank of India have accept-
ed the jurisdiction of the Central
Vigilance Commussion. But the State
Bapk gof India and the Reserve of
India are still reluctant ta accept the
Central Vigilance Commission’s juris-
diction. This bhas heen mentioned in
the report of the Central Vigilance
Commission. 1 would request the
hon, Finance Minister that he should
overrule this kind of objections, so
that' the Reserve Bank of India and
the State Bank eof India are brought
under the jurisdiction of the Vigil-
ance Commission. Otherwise, the
number of-people growing every day
who can do faveur- to parties, cases
of corruption are bound to increase
and that will completely frustrate
and negative the objectives of the
nationaligation of banks.

While corruption is on the increase,
tha overall grofits of the State Bunk
and its subsidieries and” the 14 na-
tionaliasd Hanks are on the decline—
it hag declineg by about 20" per cent:

Commission ewd Worlting of

The tolal net pro@its of the 14° na-
tionaliged banks declined to Rs. 3.53
crores from Rs. 4.1 crores in 1972,

To make avaflable banking fweili-
ties to the rural peeple was ome of
the basic objectives of natignalisation
of banks. But the branch expansion
of the schediiled commercial banks,
including the nationalised bankg 15
passing through a slump at present
Leading commercial banksg have not
been able to keep up e¢ven 10 per cent
of their commitment. I come from
an underbanked State, Orissa. I
know that even the projects which
have been cleared do net materialise
A major difficulty experienced by
the bank administration in this res-
pect is stated to be the unwillingnes.
of a large number of persons to shift
to rural areas. 1 believe, the Gov-
ernment can provide a corrective to
this situation by drafting the person-
nel who have no difficulty or who
have no inlibition to function in the
rural areas. With the amount of un-
employment we have today, it can-
not be salg that, ‘because people are
not willing to ge to the rural areas
branches of the State Bank or of the
nationalised banks cannot be opened
in rural areas. The exigting banking
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 28 an idiportant tool to help in the
developmtnt. of the ecopomy &s 38
whole, experience has shown that
there hag Been aiversion of funds
from the beckward repions to mart
advanced regions and from rursl
areas to cities. If you take into ac
count’ the depesits whicti heve bee?
received in any year, say, in a Stefe
lke f and compare it with the
advances that have been granted 10
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parties in that State, you will find
tihe difference.

The banking credit system in India
continues to favour the industrialised
Stutes and is greatly contributing to
regional imbalance. According to
published statigtics, 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-
rashira always takes the lead-—next
to Maharashtra comes Mysore,
Andhra Pradegh, Tami] Nadu and
West Bengal, Maharashtra was the
biggest beneflciary with the credit
accounting for 28.6 per cent against
its deposits of 28.7 per cent. With all
humility I 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-
bankeq States are Orissa, Bihar,
Asgam and Nagaland. Whereas there
13 a bank for every 30,000 persons in
India, in Otissa there is only one
bank for every 93,000 of the popula-
tion. In that confext, I will request
the hon. Minister to kindly see that
underbanked States like Orissa are
not denied the opportunity of having
branches under the specious plea that
personnel are not available to 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 per 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
this paint to-ges thet more branches
Ae opswed in:the rural areas.

Commission and Working' of
Natwonaiised Banks (Dis.)

My last point ig that large borro-
wers are deriving greater advantages
from the nationalisation of Banks. In
other words, bank nationalisation hes
helped the big houses in becoming
bigger, while the smalley uhitg and
the rural sector have been ignered.
The nationalised banks’ aggregate
advances to large industrial houses
as on tha last Friday of June 1978
was Rs. 056879 crores. As against
Rs. 568.79 crores to a few big busi-
ness houses, in the seotor of agricuie
tural lending, the amount involved
during the same period was Rs. 469
crores. Therefore, on an objectives
analysis of the implementation and
operation of the nationaliseq barks
one comes te the painful conclusion
that it hag net been able to achieve
the objsctiveg for which the banks
hag been nationalised. It was, of
course, more political than economic.
However, now that the banks have
been nationalised, it is the mioral
responsibility and also the adminis-
trative rewspongibility of the Finance
Minister to see that these nationalised
banks are re-~orguniged in order to
fuifil the aspirations of the people
and achieving the objectives for

which the benks 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 ang other defects are
algo there. But the manner of ap-
preach ig dlse there.

I had tried my best in my consti-
tuency and I can say that we have
besn benefited on aceourit of bank
nationnlisation. I statted & cO-
operative sugar factory and I
alter collecting nearly Rs. 23
I first went to the Industwiel
ance Corporation and other similir

1
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Shri K. Suryanarayana—contd.
bodies but they were willing to ad-
vance only Rs. 60 laukhs wherens
we meeded Rs. 100 to 150 lakhs. But
finally 1 gucceeded soon after bank
nationalisation when the Finance
Minister wrote to the Reserve Bank
when the IFC and other bodies are
edvancing loans, to the people why
the nationalised banks are not giv-
ing. 8o, thereupon I got the requir-
ed amount from the Union Bank and
with Rs. 256 lakhs I collected from
the share-holders we completeq the
project.

One more thing about the rural
sector. There ig no money in the
rural sector to purchase even purmp
sets. Here, we got advances from
the nationalised banks and even from
co-operative banks and all that we
have to pay is 25 per cent ang 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
defecfs; 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 ete. I
have gone there and without any
difficulty I got what I wanfed, The
rickshawala and taxiwala ang fisher-
men are there in my constituency

mercial banks. But ¢ne thing I have
got to say and it ig this. The rural
farming societies are not werking
properly. The Commission hag re-
commehdei Cooperative gocieties.
Fhere are three sectors, that is, the
village society, the district Central
Bahks and the State Banks.
ard having:thelr own ge)

tity and independence and there

Ry
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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 areasg in place of ceptral
banks and the rural credit societies
which are not beneficial at the pre-
sent stage. This is my submission.

The Andhra Bank i3 a very great
financial institution which has ex-
ceeded over Rs. 100 or Rs. 200 crores
of deposit which hag been set as the
hmit, 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 agencie;
and ensuring a high quality of en-
couragement of these agencies
through programmes of training
and exchange of information, Co-
operative c¢redit should be trans-
ferred to the Union or the Concur-
rent List.”

To support thiz policy Government
hasg to come forward with an Act.
which can be enforced from the
Cenire, This is my submigsion. At
present cooperative laws are control-
led by the State Governments. But
what, we see jg that politics also
comes in there.

19 b L

Bo, the Cooperative Act sheuld be
appHed throughout Indis. Otherwise
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there is no meaning for having a
cooperative act in each State. Why
15 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
modity the Cooperative Act also and
apply it universally for the entire
country.

Thank you.

MR. CHAIRMAN: We have decided
to adjourn al 7 O’ clock. Buf, I have
bhefore 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
i= good that this debate on a vital
subject has taken place to-day. The
report 'of the Banking -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-
cq banks—both these have been com-
bined. T should have thought that
;’atl'lii]aergent had some definite and

eta; opbortunities to discuss these
matters, .
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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 Rave 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’s role
needs to be Jooked into or examined
in this regard.

1 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 banks
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 goods,
so to speak, to the community and the
cormmmunity’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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want fo ask the Finance Minister—
would he really not look into the
questton of having some kind of a
systermatic assessment of the working
of the nationalised banks over a period
of five yesrs? Womld 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 net think, there
are all fallures and no achievements!
There are certain achievements also.
Why not Government go into it by
sorre sort of a Committee to look into
all matters and come out ‘with a report
%0 that wherever there is an aren for
improvement, we can go ahead in that
respect ang wherever there are diffi-
cultiex 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, 1 feel some objective ana-
lysis should be made followed by a
studied report which would be helptul
end constructive.

About nationalisation i general
there is an all-round deterioration. In
réply to my gquestion on March 22,
this year, Shri Chavan gave a very
shrewd account. 1 compliment, of
course, the person who has drafted
the reply. My question was:

‘(m) whether since mationalisation.
‘the banks have deteriorated in their
6l round services; and

(b) it s0, the urgent remedial
steps being takefi by Government to
improve the situation?”

AUGUST 14, 1974
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In his reply Shri Chavan admitted
that there was deterioration, Then
he says:

“It has, however, been their con-
stant endeavour to take approprialte
measures to improve the gquality of
service to their customers, such ax,
chenging suitably the scope and
content of the training programmes,
recrultment of technically qualified
staff, simplification of forms and
procedures, decentralisation of the
administrative structure, delegation
of powsrs 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 practica] answer to
improving the situgtion. These are
the points on which the hon. Minister
hag 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
maybt in his preply he can elaborate
what kind of improvement he is
suggesting because 1 find almost
everything is getting loosened and
almost everybody becoming lethargic
at all levels' Even after nationalisa-
tion the service to the customers has
become very poor  Customers keep
oy, waiting helplessly to get certain
services which they were getting
slightly better previously,

Sir, just a word gbout 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 1a a 1ot of political
interference. Trade unionizm 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 Ministe
would see that there are number of
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citizens banks opening up at mshy
places to serve the community. It is
also a kind of reflection on the said
state of affairs in fhe nationalised
banks, because in the name of public
sector expansion, what is happening is
that the public sector 1s becoming
rapidly & 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, 1
hope, Government will do something
with a view to setting the matter
right.
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SHRI SHYAM SUNDER MOHA-
PATRA (Balasore): Mr. Chairman,
bank nationalisation should, m my
opinion, be calleg the Magna Carta of
the Indian people. It came at a mo-
mentous time when the entire gountiy
was passing through an economic and
political peril and Shrimati Indira
Gandhi fook 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 banx« nationalisation
That 1s to change the attitude of the
bank executives Thig change in the
attitude of hank executives 1s of pata-
mount Importance now at least to
satisfy the psychological aspect of bank
nationahsation. A writer has written
only a few months thig about the bank
executives:

“They should be people who sic
convinced that the future prosperity
of the economy 18 highly dependent
on the hitherto underdevelopid
regions, particula:ly having bankers
committed to the objectives of
nationaligation”

This commutment should not only be
found 1n the bureaucrats IAS, ICS
and so on, this commitment to the
welfare of the people—l do not <a’
commitment to the party ideology
should be of paramount importance 1
regard to bank nationalication, Un-
fortunately, 1t 1 not seen in the bank
executives. May I suggest that thesc
executives should undergo a refresher
or training course wherein they should
be told how 1o participate 1n the
planning of new India, how to help the
people, how to feel oneness with the
rural people?

1 have seen when people go to the
bank managers in what uncouth man-
ner the latter treat these poor penple
There is probebly a letter still lyin8
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with the Deputy Minister. Shrimat
Rohatgi, on gpecific allegations against
some bank managers.

Then the bank managers must know
the local language. Unfortunately, in
Orissa 1 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 cxecutives. 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 lagu-
age, that rapport will not be there, So
I would impresg 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-
1orated in both the developed sector
and in the backward areas. In fhe
backward areas, before nationalisation
it was 21.7 per cent, but after nationa-
hsation 1t ig 21.5 per cent. In the deve-
lopeq 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
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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 the
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 pictu-e 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
1s trying to have a resurgence. If we
go to the Gandhian 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 {o 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 5 subsequent day.
The llouse now stands adjourned.

19.22 hrs.

The Lok Sabha then adjourned till

Eleven of the Clock on Friday the

August 16, 1974{Sravanc 25, 1896
(Saka)
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