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HALF-AN-HOUR DISCUSSION
FOREIGN BANKS IN INDIA

st \4T Migw (q0dg) @ SOregeE
wgiam, o1 & geeew F forg @7 F ¥
w1y gud #Y ag w=i fawet § 9w &7 3w
a7 T aga @ifaa a1 1 F1o 3 g
war 1 fF %97 2w ¥ feey  fada 9%
sast @I I & fonrfoem
ww et § 1 o Rw W 13 fadet 3
g fasr %1 483 F0% Y @ fenfoe 31
oo g &1 Xk & o “eefefeeas
tyw foafen g 398 @ fear” amm &
o geas & 39 § 9¥ §Y AIFT @A F
s fivat | @9 & qan 9o fe FA%l 59
TR ® 4% §, 9% Aove fredqw 9%,
fo &7 feqiforz 186 ®Ae d afaw &,
forg #r arfa® @rw 80 w(® & AT
213 awc e Avaw fed A% F
udzy 81 #qT & sarEr & § | gwrd AT
1T A @ a5 F1 UsHaFor &7 ey
fiear a1 #1 9@ oF  UeaAifaE g
Tt g w¢ fear R & Fw ¥
fasit &1 %1 Trasor Ag fFar @
gwar ¢ I 3% faamr § o fa=me g
arar Y (% g9 qEi ¥Wi 1 $9 A
g R go § T gaa quv fear sAn
arfed | 3% 24 TW F A=< A5 § AR
o7 7% & fafews sy &7 FW ]
waeaT WA Tfgd ) qg v @ wwar
R grdamedm & ag fasre
arm § fe afe gad 3 fadah 41 &
g fear &Y ge 3t & gart ot
4% 17 §T W@ §, % Ay W ag
T T Y AT FE FT AR
I W IwDaFT AT | P Ewar
fe gart ge & fgmir ¥ =g faswrc
Wt g1 fe fadelt d &1 wEEw
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533 ¥ fadell O wreq & qnar # I
T g oy 1 g faRe) gt & w03 F A
H gTOTC ¥ WA § @vag IO gaAr a1 av
Far fam woft o & sy g W A4T
a1 {6 aadsr & sragr Y ag A &N
41 f§ wre # §91 w1 wedgsr 7
F1 o% ag ghax 74 & fw agt o fa3a
AT qeaATAr A AMAX | I €]
a7 f& gua A 39T ¥ ey, wig aifg &
foegix e 951 w1 w=tgwn fsar 8,
#AqAT Arrr faar § A agt o fadan
araen A1 fRa oo avar wd g
& qgTr wgar g fe 4fs 97% feamm #
qg UF QANTAF T qv, F@ TEY HTO0
a1 f I faget 487 &1 uasm
A8 fegr Wl 9 W & @@ TOA
Ty Y qFT FT ULIAFOT FIE CF
Yoy Atfa azdt ot gad smax Wi
FIFA T A F} ? & ArAAT TOWgar
g fe 71 s qw wad # £ wT
g wiwd @ sifgw @ 9 gErR
gw 1 Al R W g TFC W
feafaal w1 ge@sr s 97 @y TN
wafaar & swex awgin wea & o drw
% 9 @ §, TAFT  AKAFW FT
famr & | # gaga agw § & Fav gardy
gER & faam # ag v@ F usAlfas
w51 % ®9 # avfeqq gurar ? A0 99
g et fe fa3a dai 1 e usgh-
w7 v 1A @1 99 §F  HGAT Ae-
7 a1 g awdr § 7

wgt 9% gArA F1E F RAF F gEW
igumarg 9w ¥ @ gvR W
% da 731 & 5 S AwEw W
¥ Ted § o gedr o g fagen q+
w1 wfmen feqr snar 1 & amAn
argen § fs g ot Aok @ F IFT &
AT fHan @ IR |y a W
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w1 afor fawer ? a9 e gu 59
s Favan § 5 awe
gg feafa & it f ot 9ed a0 feufa
¥ geaisd fear @, I6d 98 W@ g &)
HATT ©T qH | WY grawy IWA o @,
Sea A agar § 5 @ agq M wad
HIGT M | &1 aF oy qfony faes
& 3 g qard and | 9T ¥ gEA ATX T
&1 aiasr fegr &, a3 & 701 98 a9
g fF o g § &g fadm &0 A
s e = a7 § A ¥ gy A g
7 & f s% s §g saar fgam
g § 1 afz ag @8t & 1 @ o< wfaaw
F & ¥ # Ay faet e w1 w1 q
FE1aT FewT ?

& uw qoeeq qgr A1 fow W owgr
a1 faq & &gr 7av 91 fs fedsy d%0 &
fan wreta @€Y & A¥RT § g, fam
37 & wut 5, wo gr@d @ed F)
varar gz fas g &1 o3 TedrEEw
fwar war a7 39 g7 g7 @ feafqui
& ar ¥ g=g Wz fFar mr av A S
T At fF gEET AE g it faes
aFar § f& wediawa 49 8 s 9T
fadeit &5 X GAN, IAH sma @
s, A% 9@ wiEr fgam w7 6l
gart AF1 1 gIAET A IAET AE AT
Gara arga g & frgx =@l &1
FE AT s A A @@ ?

FTot FHE GFEICGE R W AT T
agam e & fog argmam N Iy
Q¥ foq f 9 g fagat d5 g
3 ¥ 9% @ § A% 91€ 0F FeqiT aq
gFq1 3 AT SAW F OF ey
qATAT AT FHAT R 1

Wit ARy W 9T ) Sww ;S e
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FIot FHE F F14 F w7 a® Fur gnfy
gidaR amew A Mg for fdid
T & g ar agi

wea # fadd dwi A gz @ W
T I 48 q1 6 fagul & @i gw
ST FF § A gFAAT & fasfady §
I I8 ) Fgrgar # wrEaggFar qgdr |
% gugar i 389 51 94 A Fa@ @A
gt T Tifgu ar e avad, FaFar
werg wifs e ® 98 a@ aEng ¥
37 a1 Y wraw @6Y 1 AfeT stwed
Frigy o woar §fF grow d6
Y q9w qww ggd ¥ wEEd §owk
vt § a1 oF & 3% & aw  wraEd
Fidagomamrmgar § fF 3w we &
3 fadsht &% &) grew w1 @ ae
farar g &, #ar s @ewTT 99 97 1§
st s At 37 warsl # g7 FH
w0t w1 fawre s @Y d ar Adf 0 wm
gL ¥ w1 dar sfaaee and w1 fFewg
firqr & fs fadat @8 wfasy § aaAt
marg T /1 4%, afasy § 37 & fgmna
qqG g a1 gAL I6I F AHAT A K
qre A a1 &% ? 441 g 3 W™ faa-
fadr & #15 on 331 &, M @ &g @
F1€ g 5 F g Twar § 7

IF F UEHF F grET ¥ AT
FI F! 3@ Wewid F1 A & o 2w
¥ qg fasrc qargar @ 5w fedy
aAfaw qad & a1 &, ar frdt Td-
fos famrz %1 gfie & @ w2, wvwT &
fagah &5 1 acawo Ag fear | 5
7T 7 FAR N FOFA (7 @ g4
¥y g #1 Afe wfasg ¥ s

L il
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sgranar g fr fead 97 N T&
¥ gg sratfrea wrd fwar o g

““Permitting forelgn banks in the
country to open new accounts and
branches without offering competition
to Indlan banks,™

# ag wAdr wigar § s sa1 g9 1@
THIT H1 BE A37 (7AF §5 N aww A
wr<Y AT & ; AT g, aY ¥q1 WS §L-
#1C 96 9 Pfaa s@ & foq dare
it | & g § & W qTw
7 %1 FT TLIAFIT §H & 19 QG
fadat &% &1 Tfrasw s Afy
a1, ¥5ifF IT F arw A g R, AR
T afgw a1 grar 3, 37 * qrErs
F A AR AN F G gam & Al A
AT s A ATy agr @ § 1 %y fagd
T qiw 7Y F wgwa F A 9%
AIFTT AT @ AT 9T gt § e fadeit
AFT ST Urawr wAT W A g ®
g ? s agh & W w1 USrawon
FoT 3w & fga ® @1, @ s fa3e Jal
& gH FET A W & fga AR
ar g ; W g, @ fE&T quwr fer
feamal & FRT IT F1T ULHAFO AEY
g ?

SHR1 JYOTIRMOY BASU (Diamond
Harbour) : Sir, these foreign bankers, es-
pecially ths British ones which bhave a
predomioant business in this couatry, are
guided by the policy laid dowa by the Lon-
don Institute of Bankers which is coofined
to merchant banklog, simply money-leading,
and has no obligation to follow your policy
In this country, while operating, they give
preferential treatment to foreign-controlled
firms. While glving advances, they do not
bring their own capital; they are using the
lndian depositors’ money to borrow and
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lend. The PL 480 funds are golog to give
these forelgo-controlled bapks an added
advantage over the counterparts controlled
by Indians,

These forelgn banks are dens of over-
lnvolcing and underinvolcing performances
which may be costing us Rs, 300 to Rs, 400
crores a year In foreign exchange. 1 am
drawiog the attention of the Mioister to the
famous case which teok place in Calcutia,
lnvolving the National and Grindlay's Bank
and several officials, 1 am also drawing.
attention to the B. N Elllas and Company
case® and the case where fake medical stu-
dents names are created for remittance of
foreign exchange throngh Hong Kong.
Then there is silver smaggllng whjch goes
on between Indian and other countries.
Dubal is the centre of these forelgn banks
operating In  Indla and ruonlog thelr
offices; they are the greatest participants in
this smuggllog business. They take out
moaney from this country by showlog head
office charges. Why should they be allow-
ed to take out this money ? They have been
allowed to open new branches. Govern-
ment has allowed them to bring into exis-
tence new branches In Calcutta, The minls-
ter must tell us whether it is a fact that
Natlonal and Grindlays Bank have opened
a new branch In Calcutta. If I remember
aright, it is in Southern Avenue.

1 want to know whether it isalsoa
fact that the restrictlon that was there on
openlog of new branches by foreign banks
has besn removed a couple of years ago
and, 1f so, what is the reason 7 Then, they
do not maintain separate figures for forelgn
exchange banks and Indian banks la the
international business. Why is It so? Then
my demand {is that these banks should be
patlonaltsed imm:diately.  Till suzh time
these banks should be restricted wholly and
fully in their bussioess.

st Taefte fag (Qgas) : ogar A
aarw ¥ ag ggm wign fs ag & 9 §
7g s fafades edlegaa @ adl aF
aq § 7 oAy g AFF F gow w5y it
¥ Agae awaNe § foq a1 w1 daev-
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Fz & fon aloe #31= @& fedt goe
e fear argwar § P A8 SgEen-
weds §, T A7 3N & wglena
g fmaNQrasar & ;ar? ag
i fret =g fafaaos worg & fou @t
v Al @ A 9gF gER dw gaT @
g1

@0 qare § a5 qgm wgar § 5
T dFT B ATASIET A FA A T F
ot AgameT 4F § 97 9T w1 =@y
YHC IR AT TU HET 97 § ! @
JUAAT QT A1 96 & [oq AT *T

w®E?

deltam & ag Fgw Tgm &
T & FY ATABILA T FW@, @ @
A #) AGASIEA  FA, I AWATIEH
@ e@aa A s@ 7 A g
FA ar G K20 g7 w1 H@r afE
2w & fga & feg ag wiw o 99

sit ofa wra (q0) @ fadat dwi &
utasy ¥ faafed 7 ga S ooy
9 L & faers Ay amg § 99
FQAqgF & 1 0F AV 9@ @ dar anq
way § gara 1 fagrd gover ;oW
fagz 1 & 1| sig AifaT @R A oF AfaEr-
fas w1 1956 7 fwar f& o gt &
usdiaFa fear, w9 § shewm, -
o #YT FiF F L FT gHAr 99 &
F IW F FX gon AfeT uF Afaar-
faw #19 IgiA fear afFq @ axwe R
fagsir a1 w1 fadat Usgi & TamA 7 WH
72 A AT o fF fa2et 347 1 adaswr
%!, ag ¢ fRar | FU7 IA F UG AAF
adl st @ Ff gt %12 & faa & T
7g qqqid &1 @r g f5 femT a5 @1
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g tgwo ar #3 fear, &% fear 3w
faslt 457 %) w1 gg faar ?

70 g7T 98 § 5 9% ¥ o ween
2, T ¥ AaEE 37 2, 78 7% dT FoA
TR AW A g2 @ § AR 7 F1 w9
#reede 4% § WA &, qW AT WEd
E fs fggema & e fadelt &5 #1w
@ § @ oWty w17 faelt uf @
qTeGF TgAT § AV ®AT T FT oAV @
AR @ wq AgRT qW F dF -
& faefed § 9t oF qEm@ELT @
war § 39 € ¥@d go ag qAEA 5 wa
a%, few wafe av fergeama ¥ fag
4l o Y grErd § IAw usE
® ? 3 1 Uaw w3 ¥ faw-
fa® & 7 9% %0 Izgh ?

oft a4t ez wwf (ater) @ & sr
AFAT § gL AF1 BT TLNAF FF §
agX ¥4T W & A< fead dw F §wi &7
s fear mr oar, faad amag
TR HA wEIE w AW F uduFor
A Swm el 7 maga w@T wEHEg
Wt 37 2at & A g Fgia
w9 6 w1 u\gEw S F oang
gra fasft a9 w1 W wedawon A
9T 99 [T 71 o Faediy Fae am @
T8} 1 ULTGF0 frar, wa faRa I
T usgtaHo Agt frar ?

I q@T 9 & 5 i it @
afssfA g A AN a9z &
a7 fa2et &% 1 GFEFW AG FT
a%a § | & 1@ ata & qawar g, ofea
forw 3¢ @@ & fow oy 37 &1 TsHawIw
gt #¢ @ § 99w w1 9fa & fauaaia
fazeit sarie #1 ghasr & #1900 I
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&5 9w N o gD st atay
% gt gd & #r8 srawawar . F40 WA

off 7 ¥ F7 IT 1 Tx &< fah Qg
qU g 37 &t qiy ¥ T ogmEAT F]N |

THE MINISTER OF STATE IN THE
MINISTRY OF FINANCE (SHRIP.C.
SETHI) 1 The matter before the Supreme
Court relating to discriminations agalnst
the banks which were patlonalised had
mainly two aspects—firstly, these fourteen
banks were prohiblied after the acquisition
of their undertaking from carryiog on
banking business ; secondly, there was no
reasonable baiis for the selection of
fourteen banks as against the other Indian
baoks and foreign banks for the acquisition
of their undertaking and that there was no
reasonable nexus between the selection and
the object sought to be achieved by the
Act, As fare as the first polnt Is concerned,
as the hon. House s aware, we have
amended the Act in the light of the
Supreme Court ‘decision, So far as the
second point of hostile discrimination
against the sald banks is concerned, the
Supreme Court left the Issue open by
saying that *lo the absence of reliable data
we do not think it ls pecessary (o express
an opinfon on the questlon whether the
selecilon of the undertakings of some out
of the many of the lostitutions for com-
pulsory acquision Is liable to be struck
down as hostlle discrimination’®, So, the
Supreme Court ftself has not given any
decision on this point in Its judgment,
While they were very clear in thefr
decreelal opinion as far as hostile discri-
minatlon with regard ta oot allowing these
banking companies to carry on their
banking busines s concerned, on
the other polat they did not pronounce
any judgment because they said that the
relevant data Is not befere them. JIn view
of the Supreme Court not having given any
decislon on that point. we thought it wise
not to enlarge the scope of the nationall-
sation which was earlier decided by the
government and was also approved by the
hon. House,

As far as the question of not taking the
foreign banks in the calegory of natlonalised
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banks Is concerned, I think we have
advanced the arguments a npumber of times
as to why forcign banks could not be
natlopallsed, For the beneflt of the House,
I would like to enumerate the main reasons
why the foreign banks have not been
nationalised. The foreign banks are part
of the werldwide organfsation and their
international connections epable them to
glve better faclli‘les in regard to foreign
trade than most of the Indian baoks.

SHRI JYOTIRMOY BASU : Then why
did you natlonalise forelgn life insurance
companies ? Don't glve cock and bull
stories all the time.

SHRI P, C, SETHI : We are talking
of banks, not of life insurance companles,

SHRI JYOTIRMOY BASU : Bath of
them are financial Institutsons,

SHRI P. C. SETHI: Then, foreign
banks undertake certain items of business
of a specialised nature, For instance, the
bank of Netherlands speclalises In financing
the export of jewellery and import of uncut
diamonds etc. Forelgn banks also assisting
raising foreign currency loans and also
assist entrepreneurs to contact  parties
overseas equipped with technical knowshow,
Several foreign firms of long standing
have close relationshlp with officers of the
foreign banks operating in India. As Shrl
Goyal has rightly pointed out, there Is also
the qusstion of reciprocity In the matier of
foreign banks because we have branches
of pur banks in United Kingdom and
Japan,

Then Shri Goyal raised the question of
the branches which we have got in Mala-
ysia, Sir, the Mulaysian Government has
not nationalised them. ©Oa the contrary
they havc allowed them to function for the
time being. We approached them with a
requsst to continuz them but the position
or the character of the banks there will have
to be altered, and we are in negolitation
with 1he Malaysian Government in order to
amend the whole situation in accordance
with the cxlsting praciice and law, There-
fore, the statement that they have been
nationalised there s not correct,
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I would also llke to deny the fact that
Government were acting under some pres-
sure, .

19 hrs.

M . crowan sz § fr
e anface a7 Wk ged aws wgd
& s ordw difvze oo w307 &Y cwwr aar
waew g !

SHRI P, C. S8ETHI ; Self-sufficiency Is
the object, It does not necessarlly mean that
In a hurry we should jump over it. We
have to approach It with cautlon and see
that pational interest is not hampered, I
would like to deay that there was any pres-
sure whatsoever, We had no agreement
whatsoever with regard to this point and
the patlonalisation of forelgn banks was not
done because of any pressure, It was oa
account of these consideratlons which were
in the pational interest that we had done
so,

With regard to the position of flight of
capital, I would llke to polat out as far as
the forelgn banks are concerned la the de-
posit as on July 18, 1969 with forelgn banks
there 1s ooly a rise of 1.59/, that s, 7.2
crores, It was 481.9 crores on 18th July,
1969 whereas on 27th March, 1970 it was
489.1 crores, As far as the State Bank
Group Is concerned, there is a rise of
10,99, It was 12481 crores oo July 18,
1969 whereas on March 27, 1970 It was
1384.7 crores—an increase of 136.6 crores,
‘With regard fo 14 patlopalised banks the
position on July 18, 1969 was 2686.2 crores
whereas oo 27th March, 1970 it was 2814,7
crores—a rise of 188.6 crores or 7.2%/.
Therefore, as compared to the rise in the
14 patlonalised banks and the State Bank
Group we can confidently say there is no
flight of deposits either from the State
Bank Group or from the patiooalised banks
to the forelgn banks. Therefore, Sir, the
fear that there will be flight of deposits
from the patlonalised banks to the foreign
banks s not correct, and on the country we
are moving on a deflipite line which was
quite expected. In the [nitial stage the
Reserve Bank had issued an Informal direc-
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tlve to them not to encourage any Might of
deposits and they have persistently adhered
to this policy,

Shrl Randhir Singh also asked whether
the Reserve Bank had any control over
these banks. As far as the lending and
borrowlng policies are concerned, they are
governed by the Reserve Bank as is done in
the case of other banks. Then Sir, Mr.
Jyotirmoy Basu raised the question of head-
office charges of these banks and he sald
they are also belng remitted as part of the
cost of these banks. Itls a fact that in
some cases head office charges are being
remitted.

SHRI JYOTIRMOY BASU : How much
per year ?

SHRI P, C, SETHI: I do not have
that break-up. As far as the profits of
these banks are concerned It Is true, as
compared to the total deposit—Mr. Goyal
ralsed this polot—their profits are high.
This is on account of the nature of busioess
they are carrylog on,

SHRI JYOTIRMOY BASU : They are
taking Indlan deposits, doing busloess and
making a lot of profit, and taklog the
money home.

SHRI P. C, SETHI : On account of the
the nature of the buslness, It fs a fact that
the profits are high and, along with the
profits, they remit a certain part of the
expenses to the head offices which they
are doing,

Ags far as the question of openlng new
branches is concerned, now the policy Is,
except ln the port towns, In the interior
they are not allowed to open pew branches,
Whatever branches they have opzned in
the Ioterlor, except In the port towns,
ware opened before. Now they are not
allowed to open new branches in the inte-
rlor of country, They are allowed to op=n
new branches In the port towas but that
Is also subject to the parmission of the
Reverve Baok of lodia.
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SBHRI JYOTIRMOY BASU : What
about opening of the new branch of the
National Grindlays Bank in Calcutta at
Southern Avenue ? This Is after the na-
tionalisation of the banks,

SHRI P. C. SETHI : I have not sald
that they are stopped from opening bran-
ches. In the port towns, with the permission
of the Reserve Bank, they are, certainly,
allowed to open branches-in the port towas,
not in the hinterland.

SHRI JYOTIRMOY BASU ; Are you
malntaining  separate accounts, separate
figures, showing the quantity of international
business handled by forelgn banks and the
Indian banks and if not, the reasons
therefor ?

=t oy g : a1z & & Dfadamw

SHRI P, C, SETHI ; I do not have the
detalled informatlon in regard to this parti-
cular polat. If the hon. Member desires it
and, if it Is permissible under the preseat
Reserve Bank rules, I will certainly furaish
the information.

As far as the question which was ralsed
by Shri Goyal and Shrl Rabl Ray concern-
ed. whether we are golog to natlonalise
these banks sometime In the future, whether
we have fixed any target date, I can not
predict as to what will happen In the
future. The present policy of the Govern-
ment was just anoounced and it was dise
cussed In the House twice and there we
have stated that we are not pationilising
tne forelgn banks on account of the factors
that were given, As long as it is in the
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interest of our country, we shall certainly
frllow the present policy. If the Interest of
the country is going to b2 hampered, certainly
it is always open to the Government and to
the Parliament to change it. Butfor the
time being, I do not eavisage any chang:
in the present policy.

st U : g wATw qg 9
€ dr wovAt w0 Ardew 35 F qerdz
Tgar § 1 st 36t qeg § fuer s awl
#t weafagi & swrdz @

SHRI P, C, SETHI : It will be very
difficult for me to do within this short time,
1 do not have all the accounts as to which
of the forelgn banks...(Interruptions)

SHRI JYOTIRMOY BASU : What
about under-invoicing and over-invoiciong 7
They are their creation, They are dets of
vader-invoiciug and over-invoicing,

SHRI P, C. SETHI 1 I could reallse
Mr, Jyotirmoy Basu s an expert on the
subject. I would certainly like to be brlef-
ed on this subject so that I can take advan-
tage of bls long experience. Sir, I have
explained the present position and 1 have
nothing more to add.

MR. DEPUTY-SPEAKER i The House
stands adjourned to meet agalo tomorrow at
11 AM,

19.09 brs.

The Lok Sabha then adjourned till
Eleven of the Clock on Tuesday, April 28,
1970/Vaisakha 8, 1892 (Saka)
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