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13'28 hrI. 

BANKING LAWS (MISCELLANEOUS 
PROVISIONS) BILL 

The Mi.n.Ister of PlaJlllln, (Shri 
B. R. Bhapt): Sir, I beg to move: 

"That the Bill further to amend 
the Reserve Bank of India Act, 
1934, the Banking Companies 
Act, 1949 and the State Bank of 
India (Subsidiary Banks) Act, 
1959, be taken into consideration." 

In September, 1963, the House 
considered a non-official motion sug-
gesting that banks in the pri va (e 

sector should be nationalised. Al-
though this suggestion was not accep-
ted and the motion was in fact de-
feated by 119 votes to 27, it was in-
dicated on behal! of Government 
that the various points which were 
made in the course of the debate 
would be taken into consideration 
and that a Bill further to amend 
the enactments relating to banks 
would be brought before the House. 
We are glad that it has been pos-
sible for us to fulfill this commit-
ment. 

13'30 hrs. 

[MR. DEPUTY-SPEAKER in the Chair.] 

I would like to say at the outset 
that the object of this measure is to 
heJp the Reserve Bank, the com-
mercial banks and other financial 
insti tu tions to discharge their res-
ponsibilities more effectively during 
the current phase of economic deve-
lopment, and in this sense, the Bill 
is a positive and not a negative mea-
sure. 

The objectives of the Bill can be 
divided into three broad categories. 
Firstly, the deposits wihich are now 
received and handled outside the 
banking system, should be control-
led, not only in the interests Of the 
depositors themselves, but also in the 
general and wider public interest. 
We also intend that the activities of 
loan, investment and hire-purchase 
companies or firms, or other finan-

I (Miscellaneous PTovi-
sions) Bill 

cia I institutions, which grant loans 
and advances for a variety of pur-
poses, or purchase securities or 
shares, and thereby influence or 
affect the money and capital markets, 
should be controlled by the central 
bank of the country, 80 far as ~  

activities are concerned. As regards 
the commercial banks themselves, 
we propose that in view Of their pre-
sent and prospective position and im-
portance, the existing system of con-
trol should be extended, so that these 
banks may be encouraged, and, if ne-
cessary, even compelled, to use the 
resources which are available to them 
for financing essential projects und en-
terprises and promoting develop-
ment. 

Sir, it has been generally accepted 
for some time that there is in our 
economy a considerable amount of 
money which is not properly account-
ed for. The Finance Minister also 
referred to this problem in his state-
ment on the economic situation ear-
lier this week. In advanced or rapid-
ly developing countries the in-
crease in bank deposits from year to 
year is both sustained and conside-
rable. The volume of such deposits 
is very much greater than the value 
of notes or coins in circulation. In 
OUr country also there has been an 
increase in the number at bank ac-
counts (it has, I believe, been of the 
order of 12 per cent per annum in 
the last five years). Except in the 
period of a few months following the 
failure or the Palai Central Bank in 
1960, there has also been an increase 
in bank deposits from year to year. 
But in relation to the rate of growth 
of our economy, Or the demands for 
various purposes on the commercial 
banking system, this increase is by 
no means adequate. 

It is difficult to be certain, Sir, that 
the money, which remains outside 
the organised banking sector, is used 
only for essential purposes and not 
for speculation or other anti-s3cial 
ends. Even when this money is ob-
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tained for more or less legitimate pur-
poses, the consequences may not al-
ways be desira'ble. It is not appro-
priate, fOr example, that we should 
allow institutions, which are not 
themselves banks and which are not, 
therefore, bound by the inter-bank 
agreements regarding deposit and 
lending rates, to compete with ;me 
another and also with the banks for 
deposits, by pushing up interest rates, 
or in some odd cases by resorting even 
to unfair practices, which may be 
harmful to the interests of the depo-
sitors concerned. 

In thE! United Kingdom, special 
legislation has been enacted recently 
for dealing with this situation. The 
Protection Of Depositors Act, 1963 
was ·brought into force in that coun-
try about two months ago, and is a 
far-reaching measure, which provides 
for stringent control of the business 
of acceptance of deposits by institu-
tions other than banks and discount 
houses. The issue of advertisements 
soliciting deposits is prohibited under 
this Act, unless the subject-matter of 
the advertisement conforms to the 
regulations made by the Board of 
Trade; and elaborate requirements 
regarding the submission of returns 
to Government departments, the sup-

'Ply of audited balance sheets and ac-
counts to the depositors and inspec-
tion, search or seizure are also pro-
vided for in the Act. The deposits 
become automatically repayable, if 
any business which is not referred to 
in the advertisement is undertaken 
without the depositors' knowledge 
Or implied consent; and in extreme 
cases, the Board Of Trade will even 
be able to wind up an institution in 
1he depositors' interest. 

Our own conditions are somewhat 
difterent. In brinRing forward this 
measure we cannot overlook the fact 
that certain industrial establish-

ments, firms and shroffs have tradi-
tionally been accepting deposits di-
rectly from members of the general 
public for financing their business. 
It u; not the intention that these 
transactions should be prohibited. 
But obviously, it is necessary for us 
to be certain that the conditions in 
which these resources are obtained 
and used will be reasonable and con-
sistent with our monetary and credit 
policy. 

Among non-banking institutions, 
financial corporations and loan and 
investment companies or firms are 
obviously in a special category. The 
terms on which advances are granted 
by them, their investment policies 
and their transactions in the securi-
ties market generally are of direct 
interest and concern to the Reserve 
Bank. But unf<Jrtunately, and very 
largely as a result of historical ac-
cidents, the Reserve Bank is not able 
to exercise any control over these 
transactions or operations. 

This again is a problem which is 
peculiar to an under-developed eco-
nomy. If the money and capital mar-
kets are well-knit, if commercial 
banks control more funds, and if they 
play an important role generally in 
financing various enterprises, the 
Central Bank will be in a position to 
control the monetary and credit sys-
tem more or less effectively, through 
the comercial banks, the operations 
ot which can themselves be regulat-
ed in various ways. Banking habits 
in India are, however, not yet wide-
spread. There are se1l'eral specialis-
ed credit institutions, which act more 
or less independently of commercial 
banks. The money markets are also 
not well-knit or adequately organis-
ed; and from the .point of view of the 
effective implementation of monetary 
policy, the Reserve Bank's control 
Of the commercial banking system, 
by itself, is not, therefore, very ade-
quate. The Reserve Bank will have 
to be given specific power and autho-
rity to co-ordinate the activities of 
the VIIlrious credit agencies. 
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We are providing in this Bill that, 
~  the extenl to which it ~  be 
m.ec:essary for discharging its cesponsi-
bili\ies in the field 0: monetary &n(l 
credit policY, the Reserve Bank will 
be ubiI" to obla'n information from 
all corporations, companies or ~  

statutory Or otherwise, including ins-
tituti,ms whi •. 'h are in the pub:ic sec-
tor and that suitable directions can 
also be given to these ~ 

for the purposes which I hav!' indi-
cated. 

We are aware oJ the apprehension 
Ul certain !Juarters that these powers 
may not be properly used. I do not 
think that this criticism is fair to 
the Reserve Bank, or that there is 
any justification for thinking that in 
implementing the new provisions, the 
Reserve Bank will tak". into consi-
deration only the point of view or the 
interests of the commercial a k~  
neglecting all other institutions. The 
Reserve Bank has proved, by its re-
cord, that it is not capable of taking 
such a narrow or partisan view. It is 
on the other hand the only institu-
tion in our country, which is eqUIp-
ped and qua iRed to discharge these 
responsibilities. I have no hesitation 
in assuring thE' House that no insti-
tution or ~  which meets all 
essential dl'mand, will find itself Ull-
duly handicapped, merely because of 
any action which may be taken by 
the Reserve Bank. 

turn now to the commercial 
banks. It is obviously necesary that 
the commercial banks should be en-
abled to increase their resources and 
extend the scope of their functions 
and activities. But unless they are 
in a position to take an enlightene-l 
and objE'ct.ive vicw of their respon-
sibilities, they win not bc able to play 
any major or effective role in· mobi-
lising savings or assisting the growth 
or our economy. 

The banks. Sir, should not only be 
free from the influence of the domi-
nant business houses and groups, 
Wlhich now control them, but should 
also be known to be free. The SYR-
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tem Of control which has been gra-
dually built up during the last fif-
teen years or so is intended, by and 
large, for this purpose. The amend-
ments which have been included in 
thO' present Bill have also been »ro-
posed with this object in view. 

~  the provisions are explained in 
J(reat detail in the notes on clauses, I 
will refer only to th,· more important 
amendments. We arc naturally anxi-
ous that the ownership of ~ a  10 
private commercial banks shouid be 
sufficiently broad-based. While it is 
not practicable or necessary to think 
in terms or any limit in respect of the 
number of shares which may be held, 
or to prescribe any conditions, whioh 
may affect or restrict· the transfera-
bility of these shares, there is no rea-
son why the voting rights of indivi-
dual shareholders, whi['h are limited 
now to flve per cent of the total vot-
ing rights of all the share ho:ders of 
a bank, should not be reduced fur-
t.her. We propose to limit the indIvi-
dual shareholder's right in future to 
1 per cent. We hope that this amend-
ment will lead, in due course or time, 
to a redistribution of the existioc 
shareS. As a larJ(er number ofi'er- -

'-sons will be able to partiCipate ill 
the ownership and management of 
commercial banks in the private sec-
tor, the concentration of economic 
power in the hands or a few will au-
tomatically be reduced., . "". 

We propOSe to tighten up the exist-
ing provisions regarding the grant of 
unsecured advances to companies ar 
firms in which the directors may be 
interested, and also to prohibit the 
remission, without the approval of the 
Reserve Bank, of loans in a manne,', 
which may directly or indirectly 
benefit the directors. An enabling 
provision is also being inCluded in the 
Bill permitting the Reserve Bank to 
restrict the advances to any com-
pany, firm or association to a reason-
able figure, and enabling that banlr. 
to exercise a salutary check, If t..'ll! 
becomes necessary, on the locking up 
of money in the form of advances t. 
certain concerns, including those be-
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longing to particular business group •. 
We are also providing, as the House 
is aware, for the removal or replace-
ment of directors, officer.; alld othel" 
employees, by the Reserve Bank, and 
for the appointment of additional 
directors for temporary il"rioas 'or 
strengthening the management. (If any 
banking company. 

Banks are credit institutions hand-
ling funds, which <:io not belong t') 
the shareholders; and they car.not, 
therefore, be dealt with in f,e slime 
way as ordinary industrial or com-
mercial concerns. In the light of what 
1 have already said about ,.pe need 
for reducing or eliminating altoge-
ther the control which is now exer-
dsed over ba!:.ks by ~ ... :!' Lu.ir.ess 
groups, the ampndments ""ilkn have 
been proposed cannot be co· «dered 
to be unreasonable. 

Shrl M. R. Masani (Rajkot): Ques-
tion. 

Shri B. R. Rba,at: We ha V" Ie-
<:eived some a ~  since 
the Bill was introduced, suggesting 
that the provision regarding the re-
moval of directors and other persons 
is arbitrary. This is not correct. Apart 
from the fact that the Reser',: Rdllk 
itself is unlikely to take any precipi-
tate or iii-considered action;, the' cir-
cumstances in which the dl:ertors, 
officers or emp;oyees can De rPL:l."vcd 
are clearly specified in the propm-
ed SEction 36AA. As it is not our 
intention that there sh.1uld be any 
arbitrary removal, we havc howe\'er 
given notice of an am"ndment. whkh 
will clarify the position, and wlil 
enable any person, who may be all-
grieved, to prefer an appeal to the 
Central Govt"rnment Within a rca·· 
sonablc period. 

We are incidentally ~ a 
chanllc in the proposed Section 36AB 
to make it clear that the number of 
additional dirpctors will not !!xcpec1 
one-third Of the total number of 
directors of a banking company, 

where this limit happens to be lower 
than five. With these additlonlll 
safeguards, there need not be any 
room for apprehension that the 
powers which we are now assum-
ing wi! not be properly exercised. 

I said at the beginning of this speech 
that this is a positive and not a nega-
tive measure. We are not providing 
for the grant of additional pOwers to 
the Reserve Bank or for the extension 
of the area of control, for Bny doC'tri-
nairc' or ideological reasons. We have 
brought forward this"Bill to enable the 
Reserve Bank to control monetary and' 
credit policy more effectively. Bnd to 
coordinate, for this purpose, the acti-
vities of various credit institutions. We 
are also hoping that the commercial 
banks system will be enabled, by this 
measure, to command the confidence 
of the public to an even greater ex-
tent in future; and that these a k~ 
will be enabled to make a much 
greater and much more :significant 
contribution to the development of the 
country than has been possible so far. 

With these words, I move this BiU 
for considellation. 

Mr. Deputy-Speaker: The motion' 
moved": 

"That tfle- Bill further to anlend 
the Reserve Bank of India Act, 
1"934', the Banking Companies Act, 
1949 and' the State Bank of India 
('Subsidiary Bilnks) Act, 11159 be 
t·aken into consideration," 

Th-ere are somp amendments. Mr. P: 
R: Patel. He is not here. Mr. Masani. 
Docs he want to move his amendment? 

Shrl M. R. Masani: Sir, I beg tOo 
move· 

"That the BilI be circulated for 
the purpose af-eUciting opinIOn 
therp.on by the 29th, February. 
196,.." 

(41) 
Mr. Deputy-Speaker: Then there is: 

an amendment.. of Shri. IDmatsing!ta. 
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Shri Himatsingka (Godda): Sir, I 
~ to move: 

"That the Bill be referred to a 
Select Committee consisting of 15 
members, namely, Shri Ramchan-
dra Vithal Bade, Shri Kamalnayan 
Bajuj, Shri C. R. B3,appa, Shri 
P. C. Borooah, Shri S. N. Chntur-
vedi, Shri Sachindra Chaudhuri, 
Shri Kashi Ram Gupta, Shri Hem 
Barua, H. H. Maharaja Shri Karni 
Singhji of Bikaner, Shri T. T. 
Krishnamachari, Shri Harish 
Chandra Mathur, Shri R. R. Mor-
arka, Shri Shrm Lal Sarar, Shri 
Praln,h Vir Shastri and Shri Pra-
bhu Dayal Himatsingka, with ins-

~ to r('port bv the first day 
of the next session." (24). 

Mr. Deputy-Speaker: The amend-
ment of Mr. P. R. Patel is barred be·· 
cause this is the same as that of Mr. 
Himatsingka. He is not here also. So, 
his amendment is not moved. The 
Bill and the amendments are now be-
fore the House. 

Shri Sham Lal Saraf (Jammu and 
Kashmir): What is the time allotted 
for this Bill? 

Mr. Deputy-Speaker: Five hours is 
the time aIlotted for this Bill. So, we 
will have 3 hours for a general dis-
cussion and 2 hours for clause-by-
clause consideration. 

An Hon. Member: It should be 4 
hours and 1 hour. 

Mr. Deputy-Speaker: There are 
many amendments. That is why I am 
suggesting 3 hours for a general dis-
cussion and 2 hours for clause-by-
clause consideration. 

Shri Harl Vishnu Kamath (Hoshan-
ga·bad): We may extend the time by 
half an hour. 

Mr. Deputy-Speaker: The program-
me is very tight. There may not be 
any extension of time. But the general 
discussion may be extended by 15 
or 20 minutes. So, it is 3 hours for a 
general discussion. and 2 hours for 
clause-by-clausc consideration. Shri 
Pra'bhat Kar. 

Shri Prabhat Kar (Hooghly): Mr. 
Deputy-Speaker, Sir, I welcome thiS 
Bill which has been moved by the hon. 
Finance Minister, the a k ~ Laws 
(Miscellaneous Provisions) Bill to thC' 
extent it goes. It has been rather all 
alarming condition that was presented 
that roughly about Rs. 10,000 crores 
are still unaccounted for and the state-
ment which was made by the hon. 
Finance Minister that he was anxious 
to find it out and in considering that 
aspect, this is a welcome measure that 
the provisions relating to the non-
banking institutions also will be undc,r 
the control of the Reserve Bank of 
India. 

So far as we are concerned, we haVe 
been pointing out that the more and 
more the power is given to the Reserv,! 
Bank of India for the controlling of 
the financial system of this country, it 
is better and it will help in mobilising 
resourCes and utilisation of the ~
ces in the banks. Today, in the com· 
mercial banks, there are deposits to 
the tune of Rs. 2300 crores. These 
huge amounts are being utilised by 
a hand-full of directors who control 
the bigger banks and out of roughly 
about 300 and odd banks. 12 banks 
control 89 per cent of the deposits and 
naturally these persons create a situa-
tion in the country by which all the 
plans for the development oC the 
country always remain in jeopardy. 
From this angle we have been de-
manding that the banks should be 
nationali/led. I can quite see that to-
day in View of certain pressure from 
other side, the Government is not 
considering the nationalisation of 
banking at this moment. But, no 
doubt, it is a step towards the righ! 
direction to this extent. Unless 
further control- or restrictions arc im-
posed, things will not move. 

Then, I come to the concentration 
of wealth about which the other day 
Mr. Masani gave a statement. I want 
only to point out today that we can see 
that it is not question oC the basis of 
per centages only. What was the value 
of the Tata House ten years ago and 
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.... hat is its value now? What was the 
value of the Birla House ten years 'ago 
and what is the value now? They 
are the figures which will show how 
the concentration of wealth has taken. 
It is no good to put a statement, but 
the fact remains. The ~ is, how this 
has been done? It is tragedy that we 
have not been able to know what ha5 
been the outcome of the Mahalanobis 
Committee's report. We have been told 
that it has been submitted and from 
the various publications we find that 
it is written on th(' concentration 
of wealth and one of the main factors, 
apart from others, is that the use of 
monf>Y by the banks on easy terms is 
one of the factors for the concentration 
of wealth. It is a fact that those who 
control these banks control abuut 

~  2300 crores. They lent money to 
the interested p('rsons at a lesser and 
favourable rate through which they 
run their other industries and earn 
more profit. and thereby the ('on('en-
tration of wealth takes place. II is 
essential. therefore. that there must be 
some restrictions imposed on them dnd 
that can be done by the effective con-
trol of the Reserve Bank. There have 
been complaints from the bankers' 
side immediately when this Bill was 
introduced. We have seen how the 
Commerce, the Capitlll or the Eastern 
Economist have reacted. Those papdS 
representing vested interests have re-
acted and the reaction is verv very 
strong. The othu day I heard .vIr. 
Masani on the Companies Amendment 
Bill. I was really surprised to hear 
him-I admire his argument, but I 
may not agree with his philosophy. 
But the way he argued on that day 
showed that he argued in despair as if 
the ground on which he was expecting 
to stand was losing. The words that 
he used against the Government and 
the Prime Minister were out 0( all pro-
portion. because he found that after 
all the magic spell that was created 
by th" capitalists for doing good to 
the country has now been dispelled by 
the awakening of the pt!oplc and that 
is why today they are afraid that more 
and more restrictions are eoine to be 

imposed and the concentration of 
wealth will not be allowed. That ii' 
why the exponents of the forum of free 
enterprise, whose past has been as 
black as possible, whose present is alj!llD 
not at all a ~ a  and the future, 
of course, with the awakening of the 
people will be very bleak, speak witll 
agony and with anger. The question 
is why there should be control by the 
Goven;rnent or by the Reserve Bank. 
I submit that control is necessary in 
the interests of the people and in ~ 
interests of the depositors. nere are 
nearly 60 lakhs of depositors. They 
do not know exactly how the shares 
are moving and so on. They just de-
posit their money in good faith and 
hope that the money will be ~  
for the benefit of the community. But, 
instead, what do We find? We find that 
the money is being utilised for the be-
nefit of a few individuals who earn 
more and who go on prospering at the 
cost of the money of the poor deposi-
tors. That is why today. as a guardi-
an of the 60 lakhs of depositors, Gov-
ernment have to come forward with 
more restrictions and exercise them 
through the Reserve Bank. 

My submission is that in spite of 
these controls, the Reserve Bank has 
not been able to move in the matter 
effectively and control and eradicate 
all the malpractices. In spite of the fact 
that the Banking Companies Act has 
been in forCe since 1949, and in ~  

of the fact that powers have been 
given to the ReserVe Bank, we lind 
to day that there are a ~ mal-
practices and these have come out in 
the Reserve Bank Publication Trend 
and ProgreS$. From that publication 
you will find that so far as the advan-
ces to the directors are concerned, they 
are on the increase. The consolidation 
of loans to one particular group lJas 
also been on the increase. So, my 
grouse is that the Reserve Bank has 
not been able to control these things in 
spite of the powers that it has got. 

From the Taxation Enquiry Com-
mission's report we ftnd that so far a! 
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*e big capitalists are concemeci, tht"y 
line got ingenious methods and they 
employ ·/ery intelligent persons not to 
see that the country prospers but to 
see how they can exploit the situation 
and evade or circumvent the various 
provisions of the law. Therefore, 1 
would submit that not only should 
powers be given to the Reserve Bank 
but the Finance Minister should see 
that the Reserve Bank utilises the 
powers properly. 

In this connection, I would like to 
point out that every case of violation 
of customs laws or foreign e'IC:change 
regulations involves one or other of 
the banks. We had a wonderfUl do-
cument in the Vivian Bose Commis .. 
sian's Report regarding the Dalmia-
Jain concerns. But I am sorry that it 
has not been clearly pointed out there, 
that in every transaction a particular 
bank was involved. So, if Dalmia has 
flourished it has been with the con-
nivance ~  a particular bank. Then, 
there is the case of Bird & Co. about 
whom we had some questions ho!re the 
other day in regard to under-invoicing 
and over-invoicini. In this a ~ 
aiso, a particular' bank is involved. So, 
it is not a question of taking steps only 
against one particular company. Un-
less you root out the main cause, you 
cannot stop all these illegal transac-
tions. I would request the Finance 
Minister to consider this aspect that 
in every case of violation of customs 
laws or foreign exchange regulations. 
one Or the other of the banks IS in-
volved, and unless there is ~  con-
trol, the malpractices cannot be check-
ed. But we find that as usual Govern-
'nent are moving very slowly. 

If we look into the amendment 
tabled by Shri M. R. Masani, "'e shall 
see that instead of asking Govern-
ment to withdraw this Bill he has only 
sought to omit those proviSIons by 
which Government want to givl'< more 
controlling power to the Reserve Bank 
of India. 

Coming to the clauses of the 'Bill, I 
would first like to deal with clause 12, 

~  deals with restrictions on power 
to remit debts. I do not know first of 
all why there should at all be a1\y 
power to remit debts, because it is ~  
money of the depositors. The loan IS 
advanced only out of the depositors' 
money. So, why should any powers be 
given at all to the board of directors 
who are interested in remitting debts, 
because they do not bother about the 
institution at all but are bothered much 
nore about their interest and their 
"rofit? Therefore, I would suggest that 
the power should not b" I!iven In the 
hands of the directors and if at all 
dny such question arises, that should 
be done in consultation with the Re-
serve Bank of India. Otherwise, this 
power should not be given at all. 

Coming to the control over manage-
ment, I can quite see that a large 
number of persons will be affected. My 
difficulty is that I cannot mention the 
name of the bank or the persons who 
are directors thereof, because even 
a mention of that here will create 
difficulties for the institution which We 
do not want. But I tray t",U )OU 
exactly how these banks function. I can 
tell you that one particular bank has 
got a working capital of less than one 
crore of rupees, whose chief man to-
day gets Rs. 900 P.M. as salary. Earlier, 
he used to get Rs. 500 or Rs fjilO or 
Rs. 700, but nowadays, he is getting 
Rs. 900 P.M. And that person has 
erected two palatial ~  In the 
city of Calcutta, and he feels pride in 
the fact that he has got two Alsatian 
dogs which would only take two \leers 
of milk a day and he can afford to pro-
vide for them. 

Shri Sham La! Saraf: What is the 
paid-up capital of that bank? 

Shri Prabhat Kar: Rs. 10 lakhs or so. 
This is a small bank. From this picture 
you can easily understand whot ballk· 
ing business means. With the tremen-
dous power of Rs. 2300 crores they are 
ln a position to dictate t .. rms and ~ 
can even sabotage SPy time an)' plan-
ning by Parliament. If today Gov-
ernment come forward with any Bill 
to control them, I think no one who 
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has got the ~ of the nation at 
heart· and the ~  of the develop-
ment of the country at a ~a  op-
pose It. 

As I was a ~  I would suggest 
that the sooner the banl:s are ~a
lised, the better it wou;d bi! for t'le 
country. I was remindpd of the hOll. 
Finance Minister's words 'The man-
eaters? To whom did he make this 
reference" The man-eaters Wlire 
having Rs. 10,000 crores unaccounted 
for. 

sfJri B. R. Bba&,at: Rs. 10,000 crores? 

Shri Prabhat Kar: Yes, Rs. 10,000 
crores. That was what r saw 1'1 the 
press. 

Shri Bhagwat Jha Azad (Bhagal-
pur): That wa, Rs. 1,000 crores. 

Shri Prabhat Kar: I may be wrong; 
it may be Rs. 1.000 crores. This is 
the figure which the Finance l\1;nI.>ter 

has stated a few days agt', R,. 1 reael 
it in the press. 

Shri Sham Lal Saraf: The han. 
Member is mistaken. He hUs ,ale: ,hal 
the tiger is at large. But WI' art' rid-
ing over the tiger now. 

Mr. Deputy-Speaker: The han. Minis_ 
ter will correct him later if he is 
wrong, 

Shri Prabhat KaI': With such a huge 
amount of hlack money goiW: round 
there are persons who are today att-
acking the source of stn:ngth of ~ 

country. It is high time that th'!y are 
found out; in fact, not only should they 
be found out but they ~  l,e caged, 
and if they cannot be tamed, then it is 
necessary to shoot them down. 

I would only say that We are wed, 
ded to socialism, In this connection, I 
would like to quote what Profe030r 
Tawney has said. He says that you 
can take an onion leaf by leaf, but you 
cannot strip a living tiger paw by paw. 
If you want to do away with all \J1cse 

evil deeds of the capitalist ~ ~  and 
usher in socialism, then you shall have 
to be ,bold and you shall have to take 
strong steps, and I assure you that you 
will get the full support of the p,",ople 
of this country for that purpose, 

With these words, I support this Bill. 

14 hrs. 

Mr, Deputy-Speaker: Shri Himat-
singka. Ten minutes to each Ccngre,;s 
Member. 

Shri Morarka (Jhunjhunu): This is 
a very important Bill and the hon. 
Minister himself said lnat It has got 
certain provisions of far-reaohing Im-
portance. This Bill is not going to a 
St',cc\ Commili.cf'. In ten minutes, 
such a t"chni"ul subkct cannot even 
be explained. 

Mr. Deputy-Speaker: I cannot help 
it. 5 hours is the time allot ,rn in all. 
~ hou!'s \\'ill be· for g('nc'ral discussion 

and oul Of that on the basis of 60: 40 
the Congress party has !:ot 1 ~ and 
4B minutes. I haVe to provic1e for other 
parties also. 

Shri Morarka: I would respectfully 
agree. You may in proper cases extend 
the time. 

Shri Hari Vishnu Kamath: You 
move for extension of time. We will 
support you. 

Shri P. C. Borooah (Sibsal(ar): This 
is a very important Hill. The time 
should be extended to at least 8 ~  

Shri !limal.singka: Sir, I have al-
ready moved my motion for reference 
of the Bill to a Select Committee. 

As has been mentioned by the 
Mover, this Bill has far-reaching 
consequences. The idea in the minds 
of most Members is that it tries to 
contjol the activities of the private 
sector banks, but you will find ill one 
clause that, it not only seeks to amend 
certain provisions of the Bankin, 
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Companies Act but intends to rope in 
everybody in the country, barring 

~ a  You will find from clau-
;51'S 5 Hod 11 that c<'rtain provisions 
are added to the Rcserve Bank Act 
where:,y not only the banks will be 
. controlled but non-banking institu-
tions are brought in. which means 
't,ompan;p::. ~( ~  or firms. All 
kinds of control are contemplated in 
( ~ 45J, K, L. M. N ~  You 

will find thaI 1l9!l-banking institu-
tions a ~  have bcen divided into two 
kinds. One is financial institutions 
which means non-banking institutions 
-donig particular kinds of business, 
which carrYon financing as part of 
their business. whether by way of 
makinr, loans or advances or otherwise 
of trade. commerce. industry or agri-
-culture. Similarly in the next clause 
persom dealing ir. debentures, k~ 
and shares etc. are covered. Then 
comes hire-purchese. That means, 
those persons who have something to 
·do with financial transactions are 
,cover?d. 

~  who do not dcal in such kinds 
'Of business arc intended to be covered 
by th,' non-banking institutions provi-
sions of the Bill. The powers propos-
ed to be givcn to the Reserve Bank 
are very drastic, so drastic that I do 
not know whether the admin:strative 
difficulties and other things apprehend-
('d and due to which the comnulsory 
deposit scheme was dropped may not 
-crop up here too. The provisions will 
apply to every firm in the .country. 
A firm may take a deposit of Rs. 100 
'and lend Rs. 10 out of it. Even that 
firm will be covered. It is not restrict-
-<-d to firms or corporations handling a 
-certain amount of money. say. over 
Rs. 5 lakhs or Rs. 10 lakhs. I do not 
know if the implications of the Bill 
bave been realised by most of the 
Members. The p,-ovisions are so wide 
that one shudders to think what will 
happen if it is not properly applied. 
'Considering the amount of work that 
will be required to be done by persons, 
'Comp:mies or irms or corporations 
-comin,g within the scope of 1Ibe provi-
.'Sions. it will be almost impossible to 
~  with .them, at least by o.ose 

who live in outside places. in the sub-
divisions and in smaller towns. They 
will not even know that this Bill has 
been passed into law and they are 
required to send in all kinds of 
returns . 

The powers that have been propos-
ed are so vital and so drastic that I do 
not know whether II>lIYborly can be sav-
cd. You wiII find that apart from 
these firms and corporations which are 
intended to be roped in, the powers 
now being given to control commer-
cial banks also are very wide. At 
presel"t, the powers exercised by the 
Reserve Bank are themselves very 
wide. As a matter of fact, they are 
entitle" even now to give all kinds of 
directions. They can exercise those 
powers in so many various ways that 
they can compel any banking institu-
tion to fall in line with the wishes of 
the Reserve Bank. There are cases 
where even managers have been re-
move". simply because the manager of 
a particular bank criticised the then 
Governor of Reserve Bank which the 
latter did not like. 

You will find from the provisions in 
sections 45J, K. L etc. that all kinds 
of directiom can be given to these 
institutions. Similarly, so far as the 
commercial banks are concerned, apart 
from the restrictions that have been 
proposed on unsecured loans. under 
the provisions proposed in clause 11, 
certain advances cannot be made to 
certain class of persons. No excep-
tion can perhaps be taken to that. 
There are other provisions. that at 
any time the Reserve Bank can give 
directions as regards the purpose for 
which the advances can be made, the 
margins to be maintained, the maxi-
mum amount which can be advanced. 
Also the maximum amount of gua-
rantee can be given by a banking 
company on behalf of a company, firm 
or association is specified. The powers 
are so wide that the Reserve Bank 
takes the position of the board of 
directors 00" manager of the .bank con· 
cerned and give directions that money 
is not to be given in advance 10r 11 
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[Shri Himatslngka] 
particular purpose or given more than 
a particular amount. After all, the 
banks are-managed by persons who are 
responsible and in whom the share-
holders have trust. They are elected 
by the shareholders. They know their 
busin:!3s. As a matter of fact, not 
many c!'ses can be cited of any misuse 
of the powers of the directors requir-
ing thi:; kind of restriction. 

Similarly, the other provisions pro-
posed are also very very drastic. A 
director can be removed, a manager 
can be removed, an employee can be 
removed and no reasons need he 
assigned, except when there is suJft-
cient time for the Reserve Bank to do 
so. There is no appeal. You cannot dis-
miss your darwan or even ordinary 
peon unless you give him reasons, and 
he has the right to ·go to the courts. But 
here the person in charge, a managing 
director or manager or employee can 
be removed without any reason. Even 
that vacant place is to be filled up 
by the Reserve Bank. The board of 

/directors cannot do it even in con-
// sultation with the Reserve Bank. That 

power is atlempted to be given to the 
Reserve Bank, not to the employer. 
The provisiom are so wide that this 
Bill should be sent for scrutiny 
to the Reserve Bank ...... (An 
Han. Member: Reserve Bank?) 
I am <orry, to the Select Committee. 
There if: another point about the pro-
vision n:garding the voting rights. 
Suppose ten persons hold shares to the 
extent of five per cent each, it comes 
to 50 per cent of the share capital; if 
20 per.ons hold one ~ ~ .. nt n'lC'h. it 
comes to 20 per cent. These 20 per-
sons will outvote the p .. rson. who 
hold 50 per cent share capital. 
I cannot understand why you 
are making the minority to come in 
the position of the majority and con-
trol over minority shareholders. There 
is the provision to put five additional 
directors, although I find there is a 
Government amendment to reduce' 
t.hat number. All these cannot be consi-
dered in a House like this and there-
fore, I suggest that it be sent to a 
Select Committee. 

-Shri M. R. Masa.oi: Mr. Deputy-
Speaker, it seems very difficult for 
some of us to understand the mind of 
the hon. Finance Minister and his de-
partmt'nt. ani), three days ago ht' 
made a statement on economic policy 
which was both enlightened and so-
phisticated and we had hoped that 
perhaps from then on the pOlicies that 
w.ould be followed would also be en-
lightened and sophisticated. Only 
two days later, today, he has come up 
once again with this reactionary and 
restrictive provision.... (An Ron. 
Memher: Reactionary?) Anything 
that holds back the progress of thf' 
country is reactionary. This Bill re-
peats the pattern of the unfortunatl' 
Companies Bill which the House was 
dragooned into accepting a few days 
ago by a dictat from above. 

Whut are the functions of a bank'!-
four, I believe: to provide safe cus-
tody for the funds of those who save. 
to mobilise thereby the savings of the 
community, to invest these resour('es 
in industry and commerce valid 
productive purposes. and finally to pro-
vide credit to enterpreneurs so that 
their productive operations may b,' 
financed. In more advanced countries. 
even the operations of farmers are 
financed by banks in that manner. 

Today, one third of the banking sys, 
tem of India is already under the con-
trol of the State through the State 
Bank and its subsidiaries. Two-thirds 
is owned by thousands of small share-
holders. Some of them are big banks 
called scheduled banks. The Reserve 
Bank rl'gulatps and guideE the entire 
system with the wide powers that it 
enjoy. today. 

This is a situation that is appro-
priate in a mixed I!conomy. Under 
British rule, our banking system was-
impeded by the domination of the 
British banks. Since Independence. 
Indian banking has a pretty wonder-
ful record of service and by and large 
the)' have made goOd progress. By. 
and . large, banks have been efficiently 
rl1l'1.' I: very much, relTet that thtt,· 
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Minister, while discussing this subject, 
fane. to bring this point home. There 
may be a few maltactors, as there 
are in every walk of life, but by and 
large the banking industry is com-
petently and honestly run. 

You are now opening the door to 
\he kind of demagogy whiCh we have 
just heard fram the communist 
benches. They talk of concentration of 
power. There is no basis whatsoever 
for this bogey that the communists 
and Congress benches are ralSlng 
for demgogic reasons. The Reserve 
Bank's pamphlet on Trends and 
Progress of Banking in India 
during 1961 shows that, in the c&'ie of 
40 banks inspected, the concentration 
of advances in the hands of a fcw 
operaiors was Rs. 31 crores, roughly 
2.3 per cent of the total advances of 
those banks amounting to Rs. 1346 
crores. That percentage of 2'3 was a 
drop fram what it was eight years ago 
in 1953, when it was 3: 8 per cent. In 
other words, whatever little concen-
tration of advances there was was dis-
sipated and has come down from the 
insignificant figure of 3' 8 to the even 
more insignificant figure of 2'0 per 
cent. Advances to directors, relations 
of directors and all those in the contorl 
fI1l banking operations. in the case of 
those 33 companies inspected, was 
RlI. 9 croreg representing 0.7 per cent 
of all advances as against 1.1 per cent 
in 1953. The Minister would have been 
fair to himself and to the country if 
he had the fairness and decency to 
state these facts before the House 
instead of trying to mislead it in the 
way Government are trying to do. If 
any concerntration of power exists in 
the banking industry, it is in the 
hands of the Reserve Bank of India 
the nominees of the Ministel' himself 
He is the big monopolist, big State 
Capitalist and the banking monopolist 
who is now trying to squeeze out the 
weaker section by using police powers 
lor the purpose. 

Anything that injures the delicate 
sU"UCture of the banking mechanism is 
8 blow to ·the economy of this country: 
it ill monkeying with the economy of 

this country. That is what the Bill 
does. 

My communist friend who spoke 
before me claimed that the Govern-
ment of India are the guardians of 
the sixty lakhs of depositors. Let 
them go and get a vote of confidence 
from these sixty lakhs. These sixty 
lakhs of people have confidence in the 
bankers who run the industry today, 
and that is why they put their mone.y 
in the banks. They have no such con-
fidence in this Government The ex-
pansion of the country's ~  market 
and the credit facilities of this country 
will be retarded by the monopolistic 
and bureaucratic tendencies. Some of 
those who deposit their money in 
banks will today hoard it in future. 
buy gold or put it underground, 
because they will not trust this con-
fiscatory and expropriatory Govern-
ment whose words cannot be trusted, 
as we saw in the debate on the Com-
panies Bill. Lakhs of depositors haY(' 
faith in the banking companies and 
have no such faith in the Government. 
Let the Government hold a plebescite 
among the sixty lakhs of depositors and 
then see wh('ther they have confidence 
in the Finance Ministry. 

It may be that there are male-
factors; there are abuS'Cs. We know 
there are. Is that the reason for 
hamstringing the entire industry? 
There- are corrupt Ministers; w(> have 
seen that there are; there are corrupt 
officials; we have seen that there are. 
Is that the reasOn for abolishing Gov-
ernment? (An Hon. Member: Turn 
them oul.) and having anarchy? ... 
(Interruptions.) Would it be logical 
if you abolish altogether the Govern· 
ment because some Governments arC' 
corrupt? That is a fallacious argument. 
Deal with the malefactors; you have 
the support of ,the whole country. But 
do not lay your axe at the root of thl' 
tree that gives the country this credit 
mechanism. I have said that their 
record is generally good. There are 
exceptions and they should be dealt 
with, but not by this crude and rusty 
weapon which is sought to be wielded. 



Banking DECEMBER L 'W'; (Miscellaneoua 
-..&rovinons) Bill 

[Shri M, R. Masani] 
Apart from the danger to the 

country, look at the position of the 
Reserve Bank itself, It has its hands 
~  Its reccrd, by and large, is reason-

ably good, In the last ten years, it has 
learnt gradually to rise to its respon-
sibilities, It is jUst at this time when 
you dump on it an amount of minis-
terial forms and work which is alto-
gether r,-,pugn3nt to any intelligent set 
of people, This will lead to further 
bureaucracy; this will lead to the ex-
pansion of staff, and this wi!! lead to 
Parkinson's Law setting in motion 
again, You are creating a huge bureu-
cracy to run something that require3 
_ delicate mechanism, I feel sorry for 
the Reserve Bank of India and those 
officials who will now have to do a lot 
of clerical and ministerial work which 
should not be entrusted to them. Any 
amount of paper work will be dumped 
on them, of which figures have been 
given in this House, Thus, the quality 
of sup'ervision and leadership ih:,; th,' 
Reserve Bank should give will be 
weakened and even the Reserve Bank 
will not be able to perform i ls func-
tions in the way it should, 

It may be argued that this Bill does 
not oc"k to destroy the banking 
industry, My hon, friend over there 
is entitled to say that. I think tlnt it 
does not destroy the banking ~  

of course, but it only cripples it. Crip-
pling is the first step to destruction, 
That is why from these Communist 
Benches, your Bill has been welcomed, 
The Communist Party in every country 
believes in increasing misery, It 
believes in disrupting the social fabric 
so that the pillars can be brought 
down, Their welcome should make 
you think twice, The democrats who 
adorn the Congress Benches should 
think twice when they get support 
from tl"tese Benches, It is very dubiom 
support, The enemies CJf the country's 
progress want something; that is a 
very good warning to all men of good 
faith to think again, 

So, this Bill will cripple the banking 
iDdustry. I entirely a&ree with and 

endorse whllt has fallen from the lips 
of the preceding speaker from the 
Congress Benches. "He said he shud-
ders to think" what would happen 
after t!lese powers are given. How 
long wilI the hOn, Member3 of the 
Congress Party go on sitting there and 
shuddering to think? Why do they 
not think instead? Why not cross the 
floor? In any other country, when _ 
man shudders to think of the ~ 
of Government's actions. he crosses the 
floor, There are many members of the 
Conr,ress Par.y who are today shudd-
ering to tr'!nk, I appeal to them to 
consider their own obligations to this 
cOUCltn': whe1her they would remain 
there or whether they will, i'n being 
hOClc't t,D the country, cross the floor, 

I will not spend time On the clauses, 
,i'le(' you have been good enough to 
kel'p two hours for the discussion of 
th2 clause,. I, along with my hon, 
friends on the Congress Benches, have 
not tabled severnl amendments, and 
w(' shail discu<s those ~  when 
they arc moved. But there is nO cloubt 
at all in my mind that the powers given 
bv chuses 18, 11. 13 and 9 will be dis-
astrolls. This Bill gives the Govern-
ment, through the Reserve Bank, the 
power to remove a director or an offi-
cer or aNY employee, even a clerk 
of a bank without giving any reason, 
without alleging any crime, Even if 
they do not contravene the provision. 
of any rule or regulation, the Reserve 
Bank can say. "Mr so-and-so will 
hereby be dismissed from the bank." 
He stands dismissed. It is true that 
normally he may be heard, but the 
Reserve Bank may dispense even with 
the right to hear the gentleman can-
cerned and dismiss him without bie 
being heard and leave him to make an 
appeal to the courts later. Is this 'can-
sist>ent with the spirit of the rule of 
law? Is this the kind of thing that we 
want to bring into existence under our 
Constitution about which we all ex-
pressed pride in the last two days? 
This is a classical example of giving 
to the Reserve Bank power without 
responsibility. 
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Today, the Reserve Bank cannot sack 
even its own officers. Under the 
Industrial Disputes Act and the orders 
of tribunals, the management of the 
Reserve Bank car.not sack its own 
clerks and its own officials. But it can 
.arbitrarily sack anyone else's clerk and 
anyone else's officials. So, the labour 
laws of the country will not protect 
them. It is an anti-labour legislation, 
quite apart from anything else. 

That is the way it truncates the dis-
cretion of the bank managers and 
directors to run the bank as 
their shareholders and their 
aepositers want their to run it, and 
lha t is why we are opposed to this 
Bill albgether. 

There is a clause that seeks to trun-
cate the right of non-banking compa-
nies to carryon the work of banking. 
This is something that has come down 
in our country as in other countries 
from tradition. From the Middle 
Agps in India in the countrie, of 
Europe, there have been banking hous-
['s which have been of a mixed 2harac-
Icr. They arc not ~ k  they do other 
business; :hey als, safeguard deposi-
tors by putting their deposits to fruit-
ful uses. There is nothing wrong with 
it. Even today, in the more advaaced 
countries of ~ West, there are insti-
tutions that are not primarily banks 
that carryon the business of banking. 
Again, we are trying to hurt these ins-
titutions at a time when the banking 
industry in this country has not 
developed to its fulJ stature, when 
people in the villages do not know 
what a bank is and do not know 
where they can deposit their ~  

We are trying to destroy the only 
channel in which these small deposi-
tors Illace their money in sale hands. 
All these are various a9p€Cts of this 
needless regulation and interference. 

The aim of the Bill, as given in the 
Statement of Objects and Reasons, is 
as usual, deceptive.·Anyone who reads 
the Statement will think that this is a 
very modest Bill. The name of the Bill 
is even more deceptive. It is called the 
"Banking Laws (Miscellaneous pro-

visions) Bill". It has been well said 
in the press recently that it is a BiU 
which seeks not only to en-
hance 'and extend the powers 
01 c:ntrol and superV1Slon 
over the commercial banks but to an 
extent enabling the Reserve Bank of 
India to appoint additional directors 
on the Board 0<[ the banks, summarily 
dismiss them without going through 
the dUe process of law and to issue 
directives regulating the maximum 
financial accommodation that will be 
needed; and so on and so forth. There 
is a long column, and it ends bv saying 
sarcastically that "it yet has been 
designated as a Bill containing mis-
cellaneous provisions". There is 
nothing miscellaneous about this BilL 

Mr. Deputy-Speaker: The hon. 
Member's time is up. 

Shri M. R. Masani: I would like to 
take a few minutes more. I am the 
only spokesman of my Party. 

Mr. Deputy-Speaker: You have 
alread.v taken 15 minutes. 

Shl'i M. R. Masani: Not quite; some-
thing kss. So, Sir, I was saying that 
thi, Bill should have been described 
as a Bill to cripple the Banking 
fndu,try a ~ not as Miscellaneous 
Provisions Bill. It is a Bill with 
malice; it is a Bill with a knife in it. 
There is nothing constructive about 
it. 

would have gladly supported my 
tum triend's motion that the Bill be 

~  a Se1ect Committee. I 
think such a Bill shoUld go to the 
Select Conunittee but, after the ex-
perience we had in this House a few 
days ago and the contempt with which 
this Government treats reports of 
Select Committees, I do not think 
verv rnucll pUI!'POse will be served. 

~  I am moving that this Bill 
be I ~ for the purpose rA elicit-
ing opi!lliOn thereon by the 29th Feb-
ruary, 1964. I knaw that my hon. 
friend ~  will not accept thIS 
amendment They want to hustle the 
country and the house into pasIIinll! a 
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Bill about the very nature of which 
we do not understand enough. I am 
not . familiar with banking. This 
rnorrung, when the amendments of 
the hon. Minister were flung at us, 
when we were asked to discuss them 
this afternoon, I certainly COUld not 
understand the purport Of more than 
half of them. I think I understood 
lllbout haLf; the other half, I said I 
shall have to consider what thev con-
tain. Is this the way that the -House 
is going to 'be asked to enact legi:;:a-
tion which would affect the very 
economic life of this country? 

I would like to make another 
suggestion to my hon. friend. Postpone 
the Bill. Appoint a Commission of 
Inquiry at a high level. Let the 
Commission of Inquiry gO into the 
",ntire structure and management of 
the banking industry. Let the report 
of the Commission of Inquiry be 
placed before the House and let legis-
lation be introduced on those lines. 
I challenge the Government to do 
that. Then they will have a case. 
Otherwise, today, they are asking us 
to take action against the industry 
without any basis at all. 

Now, in his book entitled A Week 
with Gandhi my friend Mr. Louis 
Fisher quotes Ghandhiji as saying 
that, if Gandhiji had had his way, he 
would have wound up the Reserve 
Bank Of India ann the State Bank 
and distributee! the funds in their 
"aults throughout the villages of India, 
because this should have been t.he de-
centrahsation of economic power. 
That WII5 Ghandhiji's symbolic way of 
showing his antagonism to mono-
polistic State ~ like the 
Reserve Bank and the state Bank. 

What does this BilJ do? This Bill 
does exactly the reverse. This Bill 
tries to take away the deposits of the 
small people throughout the villages 
and towns of this country and bring 
~  into their hands, the hands of the 
big monopolies in Bombay alld Delhi. 
That is why this BiII is contrary to 
f'verything fundamentally democratic 

Laws (Miscellaneous 
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a ~ libem.l in Ghandhiji' s teaohlnis. 
It IS not an accident that one of 
Gandh.iji's best living disciplines Shei 
Jai Prakash Narayan wrote U; the 
Hindu of 8th ~  "The mOIre 
centraliSecl the economic order, the 
greater is the exploitation; power has 
also to be decentralised. The basic 
thing in a democracy IS, who takes the 
decision? A few at the top or ttl" 
many at the base." 

Once again, in this Bill as well as 
in the Companies (Amendment) BiJ1 
last week, we have ;.> clash between 
those who believe in a free society 
and those who believe in a command 
economy 01 the Soviet type. The 
support this Bill has got from the 
representatives of the Soviet Govern-
ment and system in thi!: country 
shows that this is not a democratic 
Bill. 

Shri Prabhat Ka.r: What have theil<' 
representatives to do with the Sovi!'! 
Government? 

Shri Daji (Indore): Sir, on a point 
Of order. He said "representatives of 
the Soviet Government.". It cannot. 
be allowed. He must withdraw it. 

Mlr. Deputy-Speakor: Please with-
draw it. 

Shri M. R. Masani: I withdi-aw thE' 
word "Government." I mE'ant the 
Soviet system. 

Shri Morarka: Sir, I think that ther .. 
is ample justification for sending this 
BiJ1 to a Select Committee. This Bi!1 
has a misleading appearance of sim-
pliicity. It is a harsh provisiOn and. 
if I may say so, an unreasonable law 
to be PUt on the statute-book withou· 
examining and scrutinising the a ~ 
provisions. This Bill introduces far 
the fi.rst time a' pnnciple of arbitI1l-
riness in OUT system of jurisprudence. 
The reasons why I say tbat this :8ill 
should be sent to a Select Committe'! 
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are these. It is for the first time 
that a Bill expands the seop£' of the 
functions of the Reserve Bank. Apart 
from controlling the commercial banks 
this Bill is going to control now each 
and every financial ~  of 
every type. Further, it is also going 
to con1ml each and ~  non-banking 
institutiOn which accepts deposits 
from the public. And then as regards 
what these deposits are, whether it is 
II loan or deposit, again the judgment 
of the Reserve Bank w(JuLd be final. 

The secolld reason is that this Bill 
In a way curtails the fundmental 
right. right to propu-tv. in a very 
lIubstantial manner. It reduce the 
Yoting ~ from rive to one per 
cent. I will have something more to 
~  on it When I corlle to the details. 

Then it gives powers to the Reserve 
Bank to appoint u'Pto five directors 
on the board of any banking com-
pany. I will not g'O into the merits 
at the proposition just now; we will 

9 S ~ it when We come to it. But 
the fact remains that on the board of 
any bank, if there arc five government 
directors sitting, nationalisation is a 
far bet1er alternative and a more 
equitable proposition than to have the 
banks functioning as they a;re with 
five government directors. In 
nationalisation you pay compensation. 
Besides compensation you take the 
responsibility for the proper function-
mg of the 1 ak ~ that you 
nationalise. 

An Ron. Member: Kiadly move that 
motion 

Shri Morarka: Under this regulation 
and control. you have government 
control of the a k~ without any 
natiol1<llisation, without any com-
pensation without ,my responsibility. 
Then, my most important point is 
a·bout the right which you are giving 
1.0 the ReserVe Bahk to remove the 
Chairman, the managing director, 
director, manager, executive or any 
-other officer of the bank. 
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Shrimati Savitri Nigam (Banda): It 
they do not act properly. 

Shri Morarka: I ag/'"e. It they do 
not act properly, thpy must be given 
a pun:ishment. It the thief commits 
theft he is given punishment. If a 
murderer commits murder h:> is given 
punishment. But befol'e anybody is 
~  punishment hp is given a fair 
trial. (Interruption). This is not a 
thing of satire. 

Shri Bhagwat Jila Azad: There are 
so ~~  murders already done by the 
banking companies. I know which 
in1erests you represent. 

Mr. Deputy-Speaker: Order. order. 

Shrimati Savitri Nigam: ReserVl' 
Bank is the competent authority. 

Shri Morarka: My friend is aware 
of the murders oommitted by banks. 
I bow to his knowledge. I am not 
aware. Therefore, my arguments a:re 
based on that ignorance. 

Shri Bbagwat Jha And: You know 
everything. but you connive. That is 
the point. 

Shri Morarka: I think my friend 
who is as young as I am should at 
least have some regard for the eti-
quette of Parliament. 

Shri Bhagwat Jha Azad: I know 
more etiquette. He should not talk 
of etiquette. This etiquette is not 
thelllll.l0poly of my friend. 

Mr. DePllt,.-Speaker: Order, orde 

Shri Morarka: I was only sayin& 
that before a man is condemned he 
is given a fair trial. And if you don't 
giVe him the due process of law, the 
chance to prove his innocence to that 
extent you are introducing new 
principlee, 
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Shri M. R. Masani: Communist 
principles. 

Shri Morarka: It is only the other 
day that We amended the Companies 
Act. In the Companies Act whicl. 
was approved by this honourable 
House. what principles did vou adum-
brat··! You say there will be a tri-
bunal. an independent tribunal; there 
would be a recommendation of the 
tribunal; and only on that recom-
mendation of the tri.bunal the Crilvetn-
ment can rem.ove a perSOn from th 
management. And even then ~  

would be an appeal. at least on the 
qu('stio!l of law. on the decision of the 
tribunal an,i the Gavernment. Here 
th!'re would be nothing. The Reserve 
Bank along would be the sole 
rustodlan of the interests of these 
people. The Regerve Bank would be 
the ~  the Reserve Bank 
would be the judge. the Reserve Bank 
would be the jury, and the Rese-rve 
Bank would be the execut.ioner. This 
would be the functiOn of the Reserve 
Bank. Howsoever impartial this in-
stitution of ·tibe RegeTVe Bank may 
be. there may be goo"! officers. theTe 
may be bad officers. and I think there 
must be valua.ble safeguards. some 
brakes and safety valves provided in 
the interests of the citizens Of ~ 
country. 

Then. apart from all these lIhings. 
the panes who would be affecte:! by 
this legislation. the a ~ non-bank-
ing companies. the various hiTe-

a ~ companies. the various 
financial institutions. commercial 
banks and shareholdl"l's. none of them 
~  been ~  by either the 

Reserve Bank or the Government. 

An-\ above all. the ~  important 
thing is that even the hon. 'the M ~
teT of State wh.o moved the motion 
this moo-ning did not give a ~  
res son why he wants to rush through 
thi. ~  Unless II!Id until.. there Is 
50~  reMOn, some semblance of a 
Teason why t!he Bill should be rushed 

through, I think it would be a good 
and healthy practice to send the Bill 
to a Select Committee of this House 
an.d to have the Bill scrutinised there. 
Why this nervousness of sending a 
Bill to S",lect. Committee? I do not 
agree with my friend Mr. Masani 
when he says that a Select Committee 
does no good to the Bill. 

Shri M. R. IVl!.lsani: I did not say 
that. I said that Government showed 
contempt for its recommt'ndations. 

Shri Morarka: It is not correct to 
say that the Government showed an" 
contempt for the recommend.ations of 
,he Sdert Committee. It is also true 
that t!.c House is not bound to accept 
each and every recommendation of 
the Select Committee. But even ill 
the Companies Bill. most of the recom-
mendations of the Select Committee. 
with the exception of one were 
accepted ·by this honourable House. 

Now, this Bi.lJl, as I said, seeks to 
regulate. control and govern the acti-
vities Of non-bankin:g financial institu-
tions and other non-banking com-
panies receiving deposits. This is a 
comprehensive Bill whiCh introduces 
far-reaching structural and opera-
tional changes in the banking credit 
and monetary mechanism of the 
country. In short, this Bill authorises 
the Reserve Bank to a.ppoint addi-
tiona.l di·rec1lors on the boa'rd of the 
bank. to summarily dismiss any persnn 
in mana,gemem without going through 
the due processes of law. to issue 
directives regulating maximum fulan-
cial accommodation which can be 
given to any individual, firm or cmn-
pany. It curtails the voting rights of 
shareholders: it regulates further the 
tenn of office of the chief executive; 
anti. flnally. it restricts the loans that 
may be advanced to the directors or 
to the associates of the company. 
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There p.re many provisions in the 
Bill whiCh are very good aJld heal thy 
but yet there are some prOVISions 
which require careful looking into. 
Take, for example, this provision 
which appears so attractive to every-
body, namely to reduce the voting 
rights from 5 per cent to 1 per cent. 
The biggest shareholder todav in the 
countQ"_ is the Life I a ~  Cor-
poration. The Life Insurance Cor-
poration has got 27 per cent a ~ of 
one hank. The moment this BiJI is 
passed., this 27 per cent voting rights 

~1 become 1 per cent. So far as 
the individuals are concerned even if 
they have got 20 per cent ~  held 
by one individual today, they can 
easily transfer their shares tht'v can 
easily dividt' their shares amo'n!! ~  
pea"Sons and still maintain the sam" 
quantum of voting right. Whom ar(' 
you going to help by a provision of 
fris type? You hear the public criti-
cism t'hat you have violated the rights 
to property by rer1ucing the voting 
ri,ght. But in effect whose votin,g 
r:ght arl." you going to reduce? Thl' 
priva,te individual can divide the share 
and still :retain the same voting rights 
BUJt the Life Imrurance Corporation or 
tke Unit Trust which you are going 
to form are not going to, they cannot, 
they have got no other nomhwes, and 
111erefore i,t is their volin·g right whiCh 
will suffer. Would that strengthen 
the Government's hanns. Or would 
~ weakE"n the Govt'rnment'. han1s. 

J woul" like to know. Whv do this 
thin/!' in a hurry without un'deTsta,nd-
in!! the im,p1iC'lItiDns properly? I ()()uld 
have uooerstOOd if you had brought 
simul,taneously with this ))rovision the 
re!rtrictiOlt<; on share transfer If vou 
have that provision also. then a per'son 
who hold,s 20 per cent shares today 
cannot divide the holdings and trans-
fer the Shares. But without that pro-
vision, YOUI' !!Cherne ~ Government 
intet-ference and ('antral ;s basicallv 
incomplete. It is only the (',.overn-
ment ~ and ))ublic insHtu-

~ like LIe which are going to 
suffer. 

You are ~  blrin!! within the 
ambit of this Bill all other financial 

institutions and non-banking com-
panics. Even before this Bill was 
introduced, ,as early as May 1962 the 
Reserve Bank has been writing to the 
various companies questioning the 
right of accepting deposits. The 
Reserve Bank had been telling them 
that because there is a provision in 
the memorandum of the Association 
to accept ~ and invest that 
amount you take as deposits, it auto-
matically becomes a banking company. 
Sir, out of 32,000 companies ~  
are furu:tioning in the country today. 
there is hardly any comjl':uy the 
memoraOOum of which does not con-
tain a pr,ovision like this. Does this 
mean that all the 32,000 a ~ 
would now become financial institu-
tions or would become non-banking 
companies over which the Reserve 
Bank would have its jurisdiction an.:! 
authority? 

I have already talked about the re-
moval of the director. It is a very 
strange anomaly that the Reserve 
Bank cannot Temove its own directors 
and officers; I cannot rl."move my 
officer from the bank, but the Reserve 
Bank can remove me aOO any othel' 
officer without assigning any reasons, 

~  al1:d I have nO Temedy. To 
gaV the least, this i, against the 
principles Of natural justice. If J haVe 
done something and found guilty by 
any J)rocess of law. lJy all means give 
me the punishment you think propel'. 
We disc\llS'Sed the Preventive Deten-
tion Act. My £rien,', on the other side. 
were Vf!!'l":1 elequeTlit in the name of 
liberty, fraternity and what not. Now 
when the same thing is being pre-
petuated he,re for offences which are 
of a commeTCial nature. they Jen.d 
their weie:hty support to the provl-
~  c.f thi, Eo1" 

Gov"rnrr.ent now gives thc right to 
the Reserve Bank to appoint up to 6 
directors on the board of anv com-
pany. Now Government have come 
forwarrl with an amendment saying 
either 5 directors or one-third, which-
ever is less, In other words, it is not 
Govemml'nt's intention to' have a 
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[Shri Morarka] 
majority in the Board. If that is so. 
what is the sanctity of having 5 
directors or one-third? Either Govern-
ment keeps one person as a watchdog 
or inspector on the Board or Gclvern-
ment has a majority in tht! Board and 
controls the affairs of the bank. But 
to have a group of people looking-
over the shoulders on tht' work that 
the other directors would be rioing is 
not in the interest either of the bank 
or the Reserve Bank or tht' monetary 
system <J\.t the country at large. 

Under the guise of protecting tht' 
pub,ic interest and improving thp 
business morality, there ~ a tendency 
on the part of the bureaucracy to ar-
rogate to itself all the discretionary 
and discrim.inatory powers that can 
possibly be conceived of in spite of 
limitations against this in the Con-
stitution. This tendency to aggrandize 
the coercive powers and the ultimate 
unauthorLoed growth of authority is 
bound to tamper with justiCe and 
fairness. Under these powers, then' 
is a tenden"y on the part of the gov-
ernment agents to presume a man 
guilty unless he proves his innocence; 
to ignore the statute of limitations, to 
charge a man with offence so old that 
he cannot marshall evidence in 

·defence. to prosecute a man for doing 
something that was not declared 
wrong until after he did it, to assume 
inquisitional powers and to ignore 
facts and infer guilt. 

I think that there is ample j uslifi-
cation for reference of this Bill to 
a Select Committee. I am surf> the 

'Select Committee will do something 
good and return the Bill in a more 

'acC€lPtable form to the House. The 
people whose interests are aflected 
must at least have the satisfaction 
that they have presented their view-
'points and their case before a Select 
Committee of this Parliament. 

'l1Prcn ~ ~  (~~~  : 
;tfTDm ~  ~ 'if) ~ ~  ij'{of 
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rt I ~ ~ 1:ij' ~ it ~  ~ 
~ ~~ lfiT ~ ~ 'ff, ;;;r 
"'l f;;rn;n ~ ~ !Q"R f;;rn;n 
~~ ~ ~~~  
~ gm Vfr ~~ ~ i!m lfr.!.q" ~  
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~ M'« ;w;) tri « lti'r ~ \nT <it ~ .. .. 
~ ~  ~  W 1f'n' ~ ~ f'li 
~~I ~~ I ~  
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~ ~  ;;n;=rT ~ I ~~ m if it 
~~ ~~ ~I 

'I;f\lT 11m'fT ~ ;r ~ if. ~ 
~ I *''A" fi ~~  ~ f'f. f.i;cf.t ~~ 
~I  ~ ;;ft ~ ~ <iT oTlf> ~ ~ 
~~ I 1 ~  ~ 1 ~  

~~~ 11 ~~1 

11m'fT ~ ;r 'I;f'llT ~  flf>QT ~ fif; 
~~ foR <iT m 1 H1I~(  If."U ~  I 
fi ~ ~  ~  ~ ~  fif; ~ 
~~ <ml <tt lfR ~  m.: fwi ~  ~ 
~ ~~ ~~ 
it ~ ~ ~ 'f.T ~~ If."U ~  I 

WI<: ~ Q;m m ot ~ 'Ff ~ ~ 
\ fif; ~ ~ ~ <mf ~ ~ ~ flf> 

ffi If>T ~~ ~ fif;QT :;nit * 
~~ ~~ ~  I 

m;;r gm1: i:""!1f if, 't;;fMf"l'lii If>T ~ 

~  ml<f ~ ~  

~  'iT'; '11'l, ~ 'I;fI1""l: ~ ~ 

'f.T¥ ~  ~ ;fr ~ ~ ~ ~ ~ 

fif; ~ ~ flf>lJ ~ ~ ;;rpi I oT 
lrry ~ ~ f'f. m<rn <Ft itm" ~ 
'f.T ~ ~ f'f. ~ llift if. m'.]" ~ 
<'frrT $ ~- ;:r ~  >ff. I 

Shri Bade (Khargonc): Sir, I sup-
port thL. Bill because we are opposed 
to nationalisation of banks which 
means State capitalisation. We are 
opposed to individual capital concen-
tration. When we are opposed to the 
nati:malisation of banks, it is our duty 
to see that the banks working in 
India are regularised. In the State-
ment of Objects and Reasons it is said 
that they have brought this Bill to 
regulate the conditions on which 
deposits may be accepted and also to 

-laneous Provisions) Bm 
enhance the powers of the Reserve 
Bank in relation to commercial banks 
in certain directions so as to provide 
stricter supervision of the operations 
and working ot such banks. But I 
would like to support the amendment 
moved by my hon. friend there saying 
that the Bill should be sent to a Select 
Committee, because I teel that there 
are certain provisions which are 
detrimental to the agriculturists and 
the people in the mofussil areas. On 
page 2 there is a provision which says: 

"(c) 'financial institution' means 
any non-banking institution which 
carries on as its business or part 
of its business the financing. 
whether by way of making loans 
or advances or otherwise, of trade, 
industry, commerce or agricul-
ture: or". 

That means, if any petty sahukar 
gives loans to an agriculturist then 
he also comes under this provision. 
There are petty sahukars in every 
"il!age. If the Reserve Bank is given 
a hold over these petty sahukars then 
they. will han' to send their annual 
balance-sheet to the Reserve Bank 
officials. Then these petty sahukars 
will stop lending money. The co-
operatives give only three per cent 
and the rest is given by these 
sahukars. If they stop giving money 
loan the poor agriculturists will be 
affected. So, the implication of this 
provision is that this law will be 
made applicable to petty sahukars. 
This is very detrimental to sahukars. 
They are most illiterate. I know there 
is much prOfiteering and exploitation 
by these sahukars and. therefore, all 
States have passed money lending 
Acts, Sahukar Vidhan Kanoon. Debt 
Relief Act, Debt Concession Act and 
all that and they 'have mad.. provi-
sions restricting th.. money-lending 
and taking more interest from the 
agriculturists. But here there should 
be some exception made that this 
provision may not be made applicable 
to these sahukars or those creditors 
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who aive only Rs. 10,000 or Rs. 20,000 
per year. There should be some such 
provision. 

15 brs. 

Then there is another provision 
regarding removal of managerial and 
other persons from office. I refer to 
page 11 of the Bill. The pro,"ision is 
like this: i I 

"Notwithstanding anything con-
tained in any law or in any con-
tract, memorandum or articles of 
association, on the removal of a 
person from office under this 
section, that person shall not be 
entitled to claim any compensation 
for the loss or termination of 
office." 

That is most undemocratic. If the 
officer is removed from office, he is 
not entitled to any compensation; 
nothing is given. If there are mal-
practices or other defaults, they arc 
not given any compensation. But only 
becausl' he is removed from office, hc 
will not get compensation. That. I 
think. is against the common law and 
the recognised principles of jurisprud-
ence. 

Then. there is one more point about 
y,'hich I have got some doubts and 
that is about the I'emittance of debts. 
The remittance of debts, of course, 
will be done with the previous ap-
proval of the Reserve Bank. The pro-
vision is quite good, The contention 
of Mr, Morarka was that remittances 
should not be with the approval of 
the Reserve Bank and that only with 
the approval of directors. I think, my 
hon. lady Member must not be know-
ing the law and how the proceedings 
are going on in courts. Sometimes, 
the banks are to remit the debts if 
they are bad debts. If some compro-
mise comes about, they should be 
authorised to remit debts. Therefore, 
the provision is proJ)er and, I think, 

I 

there should be no objection a,ainst 
clause 12 in this enactment. 

There is one more proVISIon about 
these depositors that nobody can 
deposit the amount or give the loan in 
any part of India except if they are 
named as banks. That is also wrong 
because there are so many thousands 
and thousands and, I think, more than 
lakhs of sahukars doing the business 
of kirna merchant and doing the busi-
ness of money lending. Why should 
they names their dukan or shop as 
shop as bank. That is also not 
proper. Therefore, I think, if the 
Bill goes to the Select Committee, all 
thes(' defects would be removed, 

Then there is another thing also. 
They have said that there are 60 lakh 
depositors, The money of tlIe deposi-
tors is very badly used. I have seen 
banks cornering the whole market. 
What do they do? A sahukar pur-
chases liQlne cotton and then he 
deposits cotton in the bank and takes 
the money and again h(' goes to the 
market a;'d raises the rate and he 
deposits that cotton with the bank 
and again takes the money from the 
bank by depositing cotton or ground-
nut and in this way the whole market 
is cornered and the prices go up, 
Therefore, all those creditors make 
too ~  profit or gain out the money 
which is deposited in the bank and 
the depositors do not get any interest 
of an cqual amount. I think this pro-
vision here in the Bill is proper. I 
think the Government is doing the 
prope'r thing in regularising these 
banks. I support this Bill. At the 
same time I support the motion 
brought forward by my hon. friend 
on the other side to the effect that 
this Bill should ,be sent to the Select 
Committee so that all the provisions 
which are defective and which have 
implications over the ~  
hon. Minister does not know how the 
things go on in the villages-are 
cured. 
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Shri V. B. Gandhi (Bombay Central-
South): Mr. Deputy-Speaker, Sir, 
this Bill is in a mixed bag. There is 
something good in it and something 
not so good. The Finance Minister 
said that this Bill is criticised on the 
ground that the Reserve Bank is seek-
ing to take arbitrary powers. Well, 
it is not the ta!dng of arbitrary 
powers on which this Bill is being 
criticised. but it is rather the case, of 
excessive powers. There are enough 
provisions and enough powers avail-
able to the Reserve Bank under the 
Reserve Bank Act and also under the 
Banking Companies Act for the Gov-
ernment to be able to regulate the 
banking system. 

Now. in a few minutes that I have 
at my disposal, I will first say a few 
words about the question of voting 
rights. It has been provided that the 
voting rights will be reduced from 
the maximum of 5 per cent of the 
share-holding to one per cent of the 
total voting rights. I do not think it 
is a step in the right direction. If we 
weaken those who would be responsi-
ble as stake holders in the bank, such 
a reduction would also lead to conse-
quences which we cannot possibly 
imagine right now. But it is quite 
possible that unscrupulous and mis-
chievous share-holders can play havoc 
and obstruct the smooth and normal 
functioning of the bank. Usually, 
this House is supplied with intonna-
tion to enable it to judge the merits 
of the Bill before the House. In this 
particular case, one should note that 
we have not been given enough in-
fonnation on very important points. 
For instance, we were entitled to be 
infonned about other countries w'here 
the voting rights of share-holders of 
banks have been so drastically 
restricted and now we are restricting 
them further from 5 per cent to 1 per 
cent. I do not know if a reference to 
this point was made in the speech of 
the hon. Minister of Finance. But if 
he did so, I probably did not hear 
him. 

Then the second important point 
which we have to consider is clause 
18 of the Bill. Clause 18 seeks to 
give powers to the Reserve Bank to 
remove managerial and other person-
nel from office. Now, here I would 
say in support of the proposal that 
this power really is sufficiently quali-
fied. Before the Reserve Bank can 
take any action, it has to ensure cer-
tain things, for instance, it has to 
prove that the step taken is going to 
be in the public interest. It has to 
prove that the step taken is likely to 
prevent the affairs of the bank being 
conducted in a manner detrimental 
to the interests of the depositors. It 
has to prove that it will help securing 
proper management. Finally, there is 
this important provIsIon that the 
reasons for the action taken by the 
Reserve Bank are to be recorded in 
writing. I think that this is quite an 
important safeguard. 

And yet, it is not that we cannot 
criticise the Bill on clause 18. For 
instance, it is a very novel idea that 
it should be provided in a Bill of this 
kind that the removal of a director or 
a managerial person could be made 
even though nothing has been held 
against him and nothing has been said 
that he has contravened any of the 
provisions of any of the laws on the 
subject. That is rather a sweeping 
power to be taken under a Bill of 
this kind. 

We know that banks are institutions 
which are based on the confidence of 
the public, and they are credit insti-
tutions, and the confidence of the 
public is their life-breath, and alt 
"Such, these sweeping powers are 
rather a constant threat to manage-
ment. 

This Bill, as a result of the amend-
ments proposed by the Finance Minis-
ter, has been substantially improved. 
For instance, the original provoo 
which said that the removal of the 
managerial personnel could be carried 
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out if it is felt that delay in removal 
will be detrimental to the institution 
or to the banking system has been 
deleted, and I think that that is a step 
in the right direction. We know that 
a reasonable opportunity of making 
l'epresentation against the proposed 
order is also provided for in section 
36AA(2). 

There is another respect in which 
this Bill has been improved as a 
result of the amendments proposed 
bv Government. and it is that pending 
~ a  of the representation as 

aforesaid. the director shall not act as 
such direetor. that is to say, there 
will be ,"'I11e kind of a suspension and 
the director. of course, will be asked 
not to take part in the management of 
the banking company during the 
interval. I think that that is a good 
improvement. 

Shri Bhagwat Jha Azad: I join 
with Shri M. R. Masani and Shri 
Morarka in expressing my shuddering 
views regarding this Bill. They shud-
der why Government are taking powers 
from a few individuals for the nation's 
interest. I shudder how long Gov-
ernment would play with the nation's 
interest and allow these few indivi-
duals to have the power with them-
selves. I also would like to express 
my sense of disappointment along 
with my hon. friend Shri Himat-
singka. The only difference is this. 
His disappointment is that Govern-
ment are taking so much of power!. 
~  disappointment is that Govern-
1 lent are taking too few powers. 

It has been now established beyond 
doubt that the time has come when 
the banks have to be nationalised. I 
accept the challenge of Shri M. R. 
Masani and friends like him. Let 
Government have a plebiscite or 
rererendum even amODi the 60 lakhs 
of depositors. I am not quoting any-
thing new when I say this, but I 

would remind the hon. ~  that 
the organisation to ~ we belong 
had at the Jaipur meeting in 19~ 
accepted the principle that life insur-
ance and banking should be nationa-
lised. ThOse are the very words. I 
am quoting from the Jaipur resolution 
of the Congress adopted in 1M3. 
Since then, fitteeh years have passed, 
and no arguments have been ad-
vanced by friends who support other-
wise a measure like this, like Shri 
Morarka and Shri Himatsingka to 
point out why there should not be 
nationalisation of banking in this 
country. Is not the very fact of Shri 
V. B. Gandhi's reference to the sweep-
ing powers being taken by Govern-
ment to remove a man without even 
giving him a charge-sheet or a show-
cause-notice enough proof to show 
that Govl'rnment also have come to 
the same conclusion that this institu-
tion is now a parasite on the people's 
money in this country? 

We have advanced in thi! very 
House arguments to prove how only 
a small number of persons play with 
the money of the depositors and are 
advancing the interests of only a 
small group of persons. When he 
gets a licence, he goes to the bank 
for the loan. The man in the bank 
sees the licence and says 'Oh, a very 
good licence'. Then, he finds who 
the collaborator is. Then he finds 
that this man by spending only Rs.5 
lakhs will make about five or six 
times that money. Then, he says 'No, 
no; I cannot give you the money; there 
is some reference to be made'. In the 
meantime, he calls for that collabora-
tor, and tells him 'Are you goin, to 
collaborate with this foolish man? 
Come on, I shall give you a lfOod 
collaborator, I shall give you coUal:lo-
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ration of some other Indian'. After 
two or three years, wilen the small 
man goes round and does not find 
.anybody, the man in the bank calls 
him 'Well, come on, have Rs. 5 lakhs 
and sell it'. These few persons 
controlJing the banking institu-
tions are playing havoc with the 
llational economy. It is not I who 
.am saying it. It is the premier 
-organisation of this country which is 
controlling the Government of this 
country after Independence, which 
h'lS accepted this position in its reso-
lution passed at Jaipur. I am not the 
only man who is saying this, but 
.almost all the Members, barring, of 
,'ourse, a very few who are in an 
unenviable minority in the party, say 
~ a  banks should be nationalised. 

After all, we 
d re doctrinaire. 

are not people who 
It is Shri M. R. 

'Masani who is doctrinaire. He has 
quoted the instance of SO many coun-
tries. I have brought this book here 
wjth mt' so that I could also give him 
food for thought, but he has fled away 
>.nd h., i, not present here in the 
House now. Here is the book by 
,even an economist like Mr. Rostow 
of that take-off fame, who says that it 
is a minor tragedy of American' 
economy that the people of America, 
as well as the people in Europe and 
other countries are now thinking 
more and more in terms of having 
more control by Government in the 
-economic affairs of the country in 
their own interest. Is it not known 
to us that even in America 20 per 
{'ent of the national income only is 
being distributed by different spheres 
<Jf Government, whereas in this coun-
try it is hardly 10 per cent? How can 
.thosegentiemen who are charging us 
'You are a State monopoly, you are 
,a capitalist' and so on oppose this 
idea of nationalisation? They should 
realise that monopoly and capitalism 
.are bad things even in the banking 
,indUStry. Thererore, let him join me 
in removing this capitalism. Why? 

Not for the teeming millions' welfare 
only. Leave them aside. We have 
seen the totalitarian system of gov-
ernment. We have also seen the a ~ 
talist system of government. We are 
in independent India under the leader-
ship of our Prime Minister. We have 
adopted the socialist pattern of society 
which necessarily means the bringing 
about of the welfare of the people. If 
you believe in that principle, it is but 
necessary that the first step Govern-
ment should take now is to nationa-
lise the banks. 

,/' 
-~ The provISIons of the Bill are just 
tinkering with the problem. When 
yoU are reducing their voting powers 
from 5 to I per cent, when you are 
asking them about the limitations on 
directorships, when you are asking 
them about removing some of them 
for mismanagement, they are mani-
pulators par excellence in inventing 
new loopholes. They know only one 
lesson and that is how to manipulate 
figures. They know how the law can 
be circumvented, they know how to 
get out of the clutches of every 
amending law. Therefore, it is high 
time that Government straightway 
come forward with a measure nationa-
lising the banks. That will be in con-
sonane<' with the principle of socialism, 
in conformity with public opinion and 
in accordance with the views of the 
Congress as expressed in the Jaipur 
resolution. 

The hon. Minister said that by 
~~~  concentra-

tion of f>conomjc P01ll'eI:-w4l-l---be- dis-
--- S ~ How? Mere utterance ot 

this statement wihl not do it. How 
can it be said that these three or four 
provisions will do it. It is said that 
the non-banking institutioas are tor 
the first time brought within the pur-
view of the Bill. How will it help 
further? Are there not sufficient en-
actments empowering Government to 
control them already? Have Govern-
ment been able to do so? The very 
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fact that there are rules and powers 
with Government to curb these gentle-
men but they have not been able to do 
so is sufficient proof that this is not 
going to help. and the only solution is 
nationalisation. 

Friends have said that it should go 
to a Select Committee. What for? 
What major principles are involved 
which have to be discussed and agreed 
upon? Three or four points have 
been advanced by Shri Masani about 
the bankers' functions. The first is 
the safe custody of the deposits. 
second is the mobilisation of resources 
and the third is helping the enter-
preneur. But he conveniently forgot 
the most important purpose-the 
national interest. How is the money 
safe in the custody of these people? 
It is subjected to manipulation by a 
small number of persons who use it 
to advance their purpose of concen-
tration of wealth in their hands. We 
have given figures, profuse figures, in 
this very House-Shrimati Joshi, Shri 
Prabhat Kar and myself. We have 
shown how they are manipulating. I 
wish I could repeat all that for the 
knowledge of friends who are talking 
about etiquette. I had no mill in 
Sholapur which had to be taken over 
by Government because of mis-
management. I have exploited none. 
Therefore, I have not learnt the capi-
talist etiquette, nor do I want to learn 
it. The only etiquette I know of ~ 
the people's etiquette. That etiquette, 
that wisdom and that opinion demands . 
that immediately Government should 
come forward with a provision to 
nationalise banks. If they do not do 
that, I think they are not acting in 
consonance with Party opinion. 

Shri Gaurl Sluulkar Kakkar (Fateh-
pur) : I rise to support this piece of 
le,islation. But my grouse is that the 
Governme.t are still hesitating and 
feeling shy to take speCific steps 
towarus nationalisation of banks in 

. order to safeguard the interests of the 
poorest man in the country. 

There are various types of banking 
in vogue. In rural areas. ~ 
banking is still goilli on. Then there 
is co-operative banking. TheTe are 
district banks, co-operative a k~ and 
apex banks which advance loans to 
agriculturists in rural areas. Then there 
are commercial Jjanks in most of thp 
urban areas where the people resid-
ing in those areas are coming forth 
to deposit whatever they save. I 
find there has been no attempt towards 
the betterment of the overwhelming 
majority actually living in rural 
areas, where 85 per cent of the popu-
lation are engaged in agriculture. I 
would have welcomed measU'!-es to 
actually strengthen the credit bankg 
in the co-operative sector. I am glad 
that recently there has been share 
participation by the State. There is 
participation by the Reserve Bank 
directly coming forward to advance 
money to apex banks and ultimately 
it reaches the co-operative societies· 
at the village level. The only diffi-
culty is that the operations are very 
very limited and they cover, accord-
mg to the rural credit survey report. 
hardly 6-7 per cent of the population 
in rural areas. 

If there had been nationalisation of 
banks. the actual cultivator and the 

. actual agriculturist would have bene-
fited in that they would have avoided 
all agencies of exploitation of them. 
They have to pay a high rate of inter-
est under native banking which is still 
prevalent. There have been cases 
where if a particular agriculturist has 
had to take a petty loan of, say, 
Rs. 10 or Rs. 25. he has not been able 
to repay it throughout his whole lite 
and his sons are still debtors to that 
mahajan or sowcar of the rural area. 

Coming to the proVlSlonS of the 
Bill, I have heard the speeches of 
Shri Morarka and others. I cannot 
understand why Shri Morarka has 
come forward to take shelter under 
fundamental rights against this enact-
ment. May I ask him where was that 
concern for fundamental rights when 
zamindari was abolished, men 
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ceilings on land were fixed? I am very 
sorry to say that none of those per-
sons who are now agitated against 
deprivation of fundamental rights 
which they see in this Bill were there 
to voice their protest at that time. 
Why was not concern shown for the 
deprivation of fundamental rights of 
crores of our population when such 
legislation was resorted to? The pre-
sent system of banking undoubtedlY 
gives a sort of encouragement to a 
handful of persons who are able to 
go on accumulating wealth everyday. 
It so happens that there are a handlul 
of capitalists who are able to accumU-
late wealth and enhance it through 
banking channels. My hon. friend 
Mr. Azad says that his Party, the 
Congress party, has passed as early 
as 1948 a resolution to nationalise 
banking 'and LIC. I am sorry to say 
that the same organisation to which 
he belongs attempts sometimes half-
hearted measures to eradicate capita-
lism: even if they enact half-hearted 
measures, they have never been im-
plemented. I find that this same or-
ganisation which stands for socialist 
pattern of economy gives all sorts of 
encouragement to a handful of capi-
talists to accumulate their wealth. 

I was happy that there was a 
breeze in the House between Mem-
bers sitting on my left. I welcome 
such breezes on such occasions when 
attempts to implement socialist pat-
tern of economy are ·undertaken. Why 
should there be attempts to safeguard 
the interests of a handful of people 
at the cost of an overwhelming 
majority who are poor and get poorer 
every day? These lire the words of 
the Prime Minister. He is convinced 
that after Independence the handful 
of rich persons are getting richer 
every day and have accumulated so 
much of wealth that they were never 
able to accumulate during the British 
regime. Who is responsible for that?-
The Congress Government and the 
Prime Minister who gi/ve them a 
chance to do so. 

As I said, these are half-hearted 
measures. If a bona. fide case is made 
out against a bank for mismanage-
ment or maLa fides, why should not the 
entire management be taken over by 
the Reserve Bank? I welcome the 
measures which enable the removal 
of directors or manager or the em-
ployee of a particular banking insti-
tution. I do not agree with Mr. 
Morarka that the Reserve Bank is 
the prosecutor and is also the judge. 
I have confidence in it. HardlY any 
complaint would come if the mattet· 
is left at its hands. Cases of partisan-
ship etc. may arise if things are left 
at the hands of political parties. I 
congratulate those who handle the 
affairs of the Reserve Bank and I can 
say there need be no apprehension of 
the sort expressed here. I fail to 
understand how strengthening of the 
hands of the Reserve Bank is going 
towards totalitarianism; it would be 
in the interest of the agriculturist and 
the poorest living in this country. If 
this law has been brought for the 
purpose of creating the grounds for 
the nationaIisation of banking system 
in the country, I welcome it and let 
me say that I hope that the Finance 
Minister will come forward very soon 
with a speCific method for nationa-
lisation of the entire banking system 
in this country which would benefit 
the poor agriculturist and the poorest 
living in this country. That will 
mean a true step towards socialist 
pattern of economy to which Cong-
ress stands pledged. 

Shri Kappea (Muvattupuzha): Sir. 
even God's powers over men are limited 
by the free will with which he has en-
dowed men but the power of the Re-
serve Bank over the econoonic activities 
of men is becoming unlimited. The 
heat that has been created shows that 
we are not taking a balanced view 
of this Without sui·table amendments, 
this Bi'lI will make the Reserve Bank 
omnipotent and even God in heaven 
may become jealous of the Reserve 
Bank. (Interruptions.) I am not op-
paged to nationalisartion of banks. If 
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you think the time is ripe for it, do it 
.boldly. This is nationalisation by proxy. 
The Government has been resisting 
nationalisation of banks for the last so 
.many years. 

The Reserve Bank had ample powers 
even before this Bill, by the enactment 
of the Companies Act, by the amend-
ment to section 42(b) of the Reserve 
Bank Act to control, supervise and 
·direct the' entire banking system. In 
spite of all this what did it do at the 
time of the Palai Bank crash or the 
Lakshmi Bank crash? Did they save 
the thousands of depositors? They lost 
their money. It"''!s- not because the Re-
serve Bank had no powers. Why did 
they not USe it? There are three im-
portant provisions in this Bill: limiting 
the voting rights of individuals is one 
,such provision. Voting rights were fivE' 
per cent of the total votes formerly. 
They want to reduce it to one per cent. 
Will it achieve the purpose for which 
-it is enacted? The result will be dis-
'persal of shares among friends and re-
lations and if they want they will 
eontinue to control. Then. what is the 
use of this legislation, which is not cap-
able of achieving the ~  for which 
it is enacted? That is one thing that 
I have to say about that provision. 

Regarding the second provision about 
the removal of directors the Reserve 
'Bank is given the power to remove any 
director, executive or manager of any 
bank, But under what conditions? We 
must have a very balanced view ot the 
matter What are the conditions muter 
which . a director or executive can be 
removed? It is not mentioned in thf! 
Bill. If, therefore, anybody says ~a  
this is arbitrary, it is no exaggeration. 
(Interruption). Therefore, they must 
provide in this section the conditions 
under which a director can be removed 
by the Reserve Bank. 

Again, the Reserve Bank is given 
'the power to appoint a director, to 
appoint a manager, to appoint an f!X-
.ecutive, etc., but wbD will pay them? 
The bank has to pay them. Therefore, 
the Reserve Bank is not prepared to 

take the responsibility while it wants 
the powers. My submission is this 
t.bere has to be some natural justice. 
Let us be just to all. Even if you want 
to hang a man, give him an opportunity 
to . .say whatever he has got to say. Give 
him the right to defend, and then hang 
him. I have no objection. But that is 
not provided. Suppose, all financial ins-
titutions in the country are controlled 
as it is provided in the Bill; the credit 
required by the farmer, the agricul-
turist, is l".dculated to be about 
Rs. 2.200 crol'cs. What percentage of it 
is now being supplied by the Govern-
ment and the co-operative sector? Not 
more than 15 per cent is now supplieci 
to the agriculturists through the co-
operative societies and by the Govern-
ment direct. I ask a question: if all 
the financial agencies are refused the 
right to gather the money to help the 
depositors, where will the agriculturist 
get credit from? Can he go on with his 
operation with 15 per cent of the credit 
needed by him, and what is happen-
ing'! We complain of agricultural pro-
duction lagging behind. What is the 
feason for it? I wish to say that though 
not the entire amount, a part of the 
money that we are advancing through 
the co-operatives does not go in tOI' agri-
cultural production. On the other hand, 
it goes for other purposes of the agri-
culturists. If that is restricted, where 
will the credit for the agriculturistll 
come from? Will there be agricultural 
production? We must not gloss over 
facts. 

Take the case of Kf!rala. There are 
60,000 small producers of rubber, and 
.this COWltry is wanting in rubber. It 
is importing rubber. If those producers 
do not get credit, how are they going 
to plant? It is necessary that replant-
ing should be done in a most modera 
way sO th:at greater and greater pro-
dUction may result. It all needs 
money. It all needs credit. Who is prO-
viding that credit tor them? If you just 
rope all these financing institutions in 
the country and do not give them the 
chance to gather the dt!pOSits and If!nd 
money to the aKriculturists, I ask: 
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where will the agriculturists go to get 
credit for his cultivauon. That will 
mean agricultural production will be 
impeded in this ~  Therefore, all 
these matters should be taken into 
consideration. Take a balanced view 
,of the matter. Let us not adva,nce our 
pet theories. On the other hand, look 
at the situation as it is in the country, 
as we see it today. Take stock of those 
matters ana then speak about the 
legislation. 

I agree with the hon. Member who 
'Said that this Bill may be sent to the 
Select Committee, so that it may have 
a scrutiny of the Select Committee and 
"necessary amendments may be made. 
I would like to tell hon. Members that 
unless adequate provision is made, un-
I.,," some otht'r agency is found out for 
giving cn'dit to the pOOl' agriculturists, 
lh,·tp is no use. If you entirely stop 
it. that will b(' a very dangerous step 
sou will be taking. Therefore, I humbly 
request the House to consider that mat-
ter very seriously and send the Bill 
to the Select Committee for its consi-
deration. Aftt'l' all. we do not lOge any-
thing at all by it. If necessary, make 
th., necessary arrangements. 

Shri Balakrishnan (Koilpatti) Sir. I 
. <upport the amending Bill. In doing so, 
I want to say a few word,;. Of course 
the Government is doing all that is 
possible to safeguard the Banking in-
.:Justry. Shri a ~ said when the 
Palal Bank failed, what did'the Reserve 
Ea,llk do. I want to ask him, did not 
i.he Reserve Bank come forward to 
prfltect the depositors from a further 
fall in respect of the Palai Bank by 
introducing or getting together the 
uneconomic small banks with the big 
banks? Did not the Government illltro-
duce the insurance scheme to protect 
the small. poor people, against such 
difficulties? 

Shl'i Kappen: The Reserve Bank 
~a  in readily to liquidate the bank. 

Shri BaJakrislutaa: Whenever the 
.necessity arises, whenever c:ircumstan. 

ces arise, the Government comes for-
ward with legislation to protect the 
depositors. When the Palai Bank failed 
there \'ras an uproar, and 'also fear. 
Almost, people have lost their confi-
dence in the bank so Government took 
immediate step to amalgamate small 
banks. Some people say that the com-
mercial banks should be nationalised. 
If the Government thinks it fit, if the 
circumstances are such that it is neces-
sary, the Government will not hesitate 
to bring in all the banks and nation-
alise them. 

The important object of this Bill is 
to check the commercial banks from 
indulging in mismanagement. I do not 
know whether there is a clause here 
which empowers the Reserve Bank to 
supervise the co-operative banks. If 
the co-operative banks do not come un-
der the purview of this Bill, I suggest 
to the Government to bring a similar 
law to control the co-operative banks 
also. I do not say that co-operative 
banks 'are bad; they are good. because 
co-operative banks are managed by the 
public. Sometimes the local co-opera-
tive banks or the taluk banks are in-
volved in too much of politics. Some-
times, unwanted elements are becoming 
directors. There is faction even among 
the directors. So, the working of the 
co-operative banks is not so smooth . 
Therefore, if this law cannot be ap-
plied to the co-operative banks, I re-
quest the Government to bring a 
suitable legislation to control the co-
operative banks. 

I should like to refer to chit fundll. 
Mention has been made about schedui-
ed banks, non-scheduled ba·nks and 
other financing institutions which re-
cieve deposit from the public, but noth-
ing has been mentioned about the chit 
funds. Chit fund is a thing which 
everybody knows. There are some chit 
funds which are really dishonellt. 
The major portion of the chit 
funds is just fI'aud. Wherever the chit 
funds are promoted, the people who 
promote them sometimes abscond. So, 
there should be ccmtrol over this. In 
Madras State, it seems tba1 50 PC' cent 
of. the total investment Is deposited to 
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the Gevernment if a man wants to start 
a chit fund. I do not know if in Delhi 
such arrangements are there. But the 
Centr(' must take steps to control the 
chit funds also. 
15'50 hrs. 

[MR. SPEAKER in the Chair] 
Then. there are so many different 

varieties and classifications of banks. 
This confuses the people. There are 
scheduled banks, non-scheduled banks, 
licensed banks. non-licensed banks and 
so on. Then there are some other ins-
titutions receiving deposits from the 
public. I suggest there should be only 
one class, so that the people may not 
be confused. This is like the classifi-
cation in the railways-first class, 
second class and third class. The third 
class is the poor man's class. 60, the 
people ~a  think that the non-licensed 
banks are poor man's banks. So, the 
differences should be abolished and 
there should be only one class. 

Something has been said about 
amalgamation. It is very necessary 
that all the uneconomic banks are com-
pelled to amalgamate with the big 
1Nlnks, because uneconomic banks are 
nat able to command the confidence of 
the public. Even though there is com-
pulsory amalgamation, the process is 
lOing on very slowly. There may be 
some administrative troul:1te. The 
choice is given to the bank itself. The 
choice should not be given to the bank. 
The Government must insist that all 
the uneconomic banks should be amal-
pmated with big banks. 

Regarding deposit insurance, it is 
very good for the poor people. But the 
limit is very low at present, i.e. Rs. 
1600. I would request the Government 
10 raise the !IIIllount from Rs. 1500 to 
RB. 5000, so that even the middle-class 
people may enjoy the benefit. 

Some HOD. Members Tose-

Mr. Speaker: For the 8ubsequent 
two or three dilJCussions on corruption, 
.8Ugarcane price and on the Delhi Deve-
lopment Bill, there is not enough time. 
It ·the .Minister ~ ready to reply .•.• 

Shrl B. It. Sharat: I can reply, Sil", 
but I was told that the general di3-
cussion will go on till 4 '30 and the 
reply will be tomdProw. 

Mr. Speaker: I would appeal to hon. 
Members to be as brief as possible. 
~ ~  K. C. Sharma. 

Shri K. C. Sharma (Sardhana): Sir, 
the purpose of the Bill is very modest, 
namely, supervision and management. 
of the monetary and credit systems. 
For that, the Bill envisages control 
on non-banking institutions that ac-
cept deposits and give loans. There 
is another provision for having con-
trol over credit poliCies. Thirdly, the 
Reserve Bank has to have control over 
the commercial banks. These are 
the objt.'Ctives of the Bill. 

do not think Mr. Morarka and 
Mr. Himatsingka who have to deal 
with big business will take exception 
to it. The point has been raised re-
garding due process of law. As a 
lawyer you know that due process 
of law is the translation of lingam per 
terTia, the law of the land. Due pro-
cess of law is in the American Con-
stitution. There ever since 1936, 
strict controls have been in exist-
ence and exercised by the State, when 
the emergency arises, over the bank-
ing system for the development of the 
country and for creating employment. 
America was never poor, but there was 
unemployment, which endangered the 
security of the State. 

Ours is a very difficult position; 
As :I said tlhe other day, having a big 
name does not help people. Even 
great principles are no help. It is 
speedy actioa that can help. Today 
the position is that we would not go 
on for long if the situation remains as 
it is today. Since last year, the situa-
tion has developed that the world out-
side has taken it for granted that 
India is likely to be a big prey either 
to communist domination or to dicta-
torship, being .guided by powers across 
the sea. There is no use shutting our 



5741 Banking 
I 

AGRAHAYANA 28, 1885 (SAKA) Laws (MisceL- 574 
I laneOUB Provisions) Bill 

eYe! to the serious menace that we 
are facing today. Even on the last 
·occasion we found even fTom the 
Congress Party people organising 
themselves not in a disorderly 
fashion, but in a well-planned fashion, 
with a view to bringing a certain sit-
1.lation that might ihelp their objec-
tives. It is not politics alone today. 
It. is the country's future that is at 
stake. What can save it? Only big 
push investment can saVe it. Big push 
investment means investment in agri-
C1.l It ure, in industry, in creating things 
that the peasant and the worker may 
buy, so that the exchange of goods 
lnuy help the people to have a better 
life. 

It is .not a question of piecemeal 
If'gislation. It is not a question of 

'!:lking power here and there to control 
the credit system, to control invest-
ment and to bring about some im-
provement in the industries here and 
tht'H'. But. it is a big question 
mark. Do you or do you not want 
Indi .. to b(' great and independent? Do 
~  or do you not want to make it 
powerful enough to defend its free-
c1om? If you stand for it, there is no 
I ~  out except the big push invest-
ment in industry. agriculture, educa-
lion, medicine and in every sphere of 
lifl'. For that, you want great savings 
'from the people. You will need full 
['onlro! Over the money of the people'. 
You will need full control over the 
;,("tlvities and energy of the peopie. 
Th:ll is the only course open to India 
today. For that. I would haVe ex-
VCl't('d my young friend on the trt'a-
sury benches to move for the nationa-
lisation Of banks. It is imperative. 
Thpl"f' is no doubt about it; it is a 
qUf'stion of life and death. If you want 
India to be independent, great, power-
ful and be able to defend itself, to 
wash the shame of defeat, there is no 
way out for the people but the big 
pu.sb investment policy and for L'1at 
nationalisation of banks is necessary to 
ha"" the fullest control over the 
.savfnes of the people. £( 

16 hrs. 

Mr. Speaker: I· assure the hOD. 
Member that I want India to be as 
mUM and more than what he said. 

Slui Kapur Siqh (Ludhiana): He 
has gone a little too far in his sug-
gestions. 

Mr. Speaker: Shri P. R. Patel. 

An HOD. Member: He is r.ot in hi' 
seat. 

Mr. Speaker: Shri D. C. Sharma. 

All. BoD. Member: He is' also not 
here. 

Mr. Speaker: Then, Shri Hem Raj. 

~  (ltiilm) : ~~  
~ ,...y fii1lf w-;r ~ ~ mlf.t itlr ~  

~~~ I ~ I ~~~  
m &, ~  ~ ~ (ffi: ~ ~ 
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it ~ ~ ;;nit I ~ n- ~ ~  

it ~ ~ ~ ~  ~ ~~ !for ~  

~  I To{ W W oi'iii' ~ ~ it 
~  ,...y ~  ~ r. '3tf.tt ~  if 
~ ~ .tt t ~  if ~ cn:!fi I>I1I'f 
~  fw f<r. m m fS'lTfm !for 
'flfT GRir lfAT ~ I 

~ ~ ,,-'h:: ~ I ~ ~ f'fi ~ 1  
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~~  Q')1rnr ~ ~  it ~ a, 
~ ~ f1"'1lfm ~  To{ ~ ~M ~ 
If': ~ wr ;;nit I ~ ~ ~ fit; 
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Sbri Sham La! Sara': Sir, I wel-
come the laudable objectives behind· 
the Bill that is before us. It is to re-
gulate the credit system ill the COW1-
try. But when I examine this Bill 
with this ideal I am afraid I have to 
breathe hot and cold at the same 'illle. 
and I hope the hon. Minister will not 
mind it. 

Firstly, I will not speak in a fashion-
able manner that simply because we 
have said that we are committed to 
socialism the banks should be straight-
away nationalised. because it can never 
be a one-way track. A nwnber of 
things have to be done first before :vo!.! 
reach that stage when the banks can 
b(' nationalised. This is not the t!.1I .. 
Ie; speak in detail about H, but my 

~  ;s that I very much W(!l-

come thl' move to regulate thl' sys-
tfm 'J! credit in the country. 'ihf! 
scheduled and non-scheduled banks 
come in that orbit. What we are do-
ing is really welcome, but there af€: 
one or two things which I want to 
place before the Government. I have a 
little experience about the rural a a~ 



:5747 Banking DECEMBER 19, 1963 Law", (Mi.rcelZaneous 5748 
Provi.rion.r) Bill 

[Shri Sham Lal Saraf] 
and, Of cov.rse, of the urban areas as 
",,-ell. We very muclh want an alter-
nate system of credit. Cr.edit is not 
available in spite of the fact that a 
nur.lt",r of ftnancilJl corporations ha\le 
oeen set up, a number of industrial 
finance corporations are there and 
there are quite a number 'of banks. 
But as far as the lower strata of the 
.community is concerned, no credit is 
-available to them, My han, friend 
Shri Gauri Shankar mentiDned about 
the rural areas, It is correct that today 
you may curb, I should say, the 
undesirable ways of banking systems 
of individuals, of financiers and of 
others-it may be all rilht-but unless 
!md ulltil you provide <in a!ternate 
~ 1  Ci. '3anking, an alteollate sys· 
tern or credit, the ~  economy uf 
the country will come to jeopardy, 
:'h(;rdol'e, I submit :'ili I request 
~  of my friends of the Congress 
Party a ~ that there is n'one who 

'would raise a hue and cry when th£' 
'tim£' will come for nationalisation of 
banks. This is not the time to think 
about that and to see that we may 
))ot be taken into a trap that a ~  

will a ~ a financial chaos in tIl\' 
cuuntry. 

Sir. banking and finance' are th(' 
!'>A'O subjl'cts which are very delicate 
<Ind haw· to be dealt with \'ery carl'-
tully. I need not serrnonisp thl' hon. 
:vIinistpr who is sitting th£'Tl'. I have 
not been able to speak in some detail 
un the different aspects and different 
sections of this Bill. But I would cer-
tainly whole-heartedly support this 
::mc"drr.ent that is ~ the House 
today that this Bill be referred to the 

'Select Committee, Let us examine it 
there and give our mind and then 
brtng it in a much better form. But 
as far as the idea is concerned, there 
is none who is against that. There are 
OJ number of things there. For in-
,;tanee, today, there are financiers who 
are advancing finances either as finan-
ciers or, what you call, on 8~
chase system where as much as 50 
·to 60 per cent interest is realised. But. 
:m the contrary ,people who get that 
finance are earning much more. . I 

have asked a number of people who 
say, 'Well, we welcome it because 
we have no other way of getting cre-
dit." Therefore, a number of things 
have to be done. When we speak of 
socialism, either we be in a position 
to socialise all that needs to be socia-
lised or tum into a totalitarian Gov-
ernment. Otherwise, a ~ a  mea-
sures always bring us harm and will 
not help us in any way. Therefore, 
my submission would be, without 
taking up any other point at the 
moment, that steps be taken to regu-
late the banking system with the in-
dividual banker, with the financier, 
with a small banker, with a small 
person or a corporation which receives 
deposits and then also you have to see 
how you can get the hoarded money 
out, the black money out and also to 
stop other nefarious activities in 
which a number of people are engaged 
today. Therefore. I request that this 
entire matter may be thoroughly exa-
mined and may be, not in this session, 
in the coming session a very well-
thought-out Bill is brought forward 
before the House and then the House 
agrees with it. 

With these words, I hope the Gov-
l'('nment will accept that. 

Shri B. R. Bhagat: Mr, Speaker, 
Sir, I am vcry glad that the hon. 
Members took such a great and keen 
interest in this debate. No doubt, this 
is an important matter, and, there-
fore, the feelings on this subject are 
bound to be very much exercised. 
But I find that the argu.ments ad-
vanced were so contradictory that 
often times they cancel each other. 
For example, some of the han. Mem-
bers opposite said that the control that 
the Reserve Bank is havine: does not 
go far enough and. therefore, it 
would be better that banking as a 
whole 'should be nationalised. On the 
other hand, some Members said that 
the power vested in the Govl'rnment 
and the Reserve Bank is so harsh that 
nationalisation would have been 
better, that instead of doing this the 
Government should have nationalised 
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~ ka  It is quite natural that on a 
~  like this, there may be such 
. ifferences of opinion. But, I think, 

hile making the motion, I said very 
learly that the purpose of the Bill 

rather positive. There are certain 
ectors of the banking and financial 
perations which have got to be con-
rolled and regulated in the natior.al 
nterest. I broadly divided this into 
hree main purposes. Firstly, it is 
he control and regulation of non-
anking deposits and a special provi-

.ion has been made there. The con-
~  is limited only to giving direc-

~ ons about the nature of business 
lat they would undertake and they -< ill have to submit from time to time 

~  returns and other things so that 
e Reserve Bank, the Central Bank, 

i_in picture as a whole about the ex-
'trent and the nature of their work and 
-t;hey are able to direct it to the chan-
:hels which may ·be conducive to the 
national interest. So, the control is 
·:only limited to this field. Secend'y, 
'it is the banking operations. banking 
'!Companies, where much stricter cen-
trol is envisaged to the extent 'Of 
going te remove the directers or 

anagers Or other officials-also in 
ppointing directors-where it is 
ound necessary. Thirdly, It is the 
educing 'Of veting rights from 5 per 
nt te 'One per cent so as to reduce 

he concentration of power. So, this 
rge that the Government is 

_ ustling 'Or rushing the House in pas-
ing this Bill in a hurry is not 
rue because although the amend-

ents seught are 'Of some im-
rtance but they are 'Of basic and 
ndamental importance and there 

fann'ot be much change or variation 
in the Bill. They are not of techni-
,:al or complicated or legal character. 
• Therefore, to refer a Bill like this 
, 0 a Select Committee will not 

chieve any purpose. It can 'Only 
\ elay things. It can be delayed ever 
1 period of time which, I think weuld 
, ot be in the interest of the country 

. cday. The Bill is of a very urgent 
mportance and. therel'ore, it was 
hought that a motion like this sheuld 

1850 (Ai) LSD-7. 

not be referred to a Select Committee. 
By refeI'I'iq this motien to a Select 
Committee, I think, th.e\y will 'Only 
aC'hieve this purpose of delaying thiI 
purpose for so many months and 
much harm will be done. I still make 
this point rather emphatically that 
this Bill is 'Of a such nature that 
much would not come OUt of the 
Select Committee because the issues 
are more of basic and tundamental 
nature. Whether yeu have the veting 
right of I) per cent or reduce it the 
per cent or not is a matter which the_ 
House as well can decide it. Whet'her 
the non-banking deposits should be 
controlled or not is a basic question 
and whether the Reserve Balik 
sheuld be clothed with certain basic 
powers or not are the issues whic'h 
the Select Committee cannet but 
the Heuse as a whole can decide and 
decide with the fullest knowledge 
and advantage so that there is nothln( 
that the Select Committee can im-
prove upon it. Therefore, I want to 
refute this charge that the Govern-
ment is ruShing the Heuse unneces-
sarily in passing this Bill. 

Another point was raised that by 
clothing the Reserve Bank with 
powers te remove t'he managers or 
directors. we are violating the pr0-
cesses of law, the natural justice. 
Shri Masani and some other friends 
alse tried to labour this point although 
very l'Onveniently they ignered this 
fact that we have 'Ourselves tabled an 
amendment that we are giving the 
right 'Of appeal to the persons concer-
ned to the Central Government if they 
are aggrieved by the decision of the 
Reserve Bank. Ne Member who made 
this point raised this although I stated 
it while making the motion. Even 
otherwise, the question 'Of natural 
justice is not invelved because the 
clause itself provides that the Reserve 
Bank will take this step under cer-
tain conditions. The action will be 
taken only When it is satisfied that 
the actions and activities of that parti-
cular officer whether he be a director 
'Or a prinCipal officer or an executive 
officer 'Or any other employee, are of 
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[Shri B. R. Bhagat] 
such a nature that they are prejudicial 
to the interest of the banking opera-
tions and the nature of the banking 
operations is such that-the House is 
aware that repeatedly we have come 
to this House with that-because cer-
tain action was not taken in time, at 
an appropriate moment, bl"Cause the 
Reserve Bank had not the powers or 
they could not do it, that ultimately 
a banking institution, the bank, had to 
go into liquidation or was wound up. 
Repeated instances can be pointed out. 
In a banking operation, there can be 
a point which can be located with cer-
tain activities of a principal officer or 
a particular officer which are pre-
judicial to the interests of the bank 
itself. In such conditions only the 
Reserve Bank will take action. It 
will follow the procedure 'prescribed. 
Notice will be given ~  w:.:iting, and 
the person concernesl ,cap' ,'lubmit a 
representation, and We have also given 
the right to him for appeal. By 
means of an amendment which we are 
seeking to make, we have provided 
that in case he has any grievance he 
can appeal to the Central Govern-
ment. So, I do not think that 
the question of violation of natural 
justice is involved. 

Then, a point was made that there 
was no concentration of power in the 
banking System. Actually, Shri M ... 
Masani tried to paint a picture that a 
bank was controlled by the small 
shareholders only, and, t'herefore, the 
reduction of their voting right from 5 
per cent to 1 per cent was unnecessll'Y. 
If that be S'O, then why object to it? 
If the bank is controlled by the .mall 
shareholders, \91en why object to 
this reduction of the voting power? 
So the two things are absolutely con-

~  My point is that, 
and mv hon. friend probably 
knows this, there are banks where 
there is a good deal of concentration 
of voting rights, and tihat was the 
reason why some years ago we re-
duced that, and We ~  that 
whatever may be the ahareholding or 
controlling power of a particular group 
or a particular individual, the voting 
n.btl should be reduced to Ave per 

Provisions) Bin 
cent. That was because in the case of 
an institution like this we did not 
want that an individual or a group of 
persons or a group of businessmen 
should have disproportionately higher: 
controlling interest. Today, we have' 
come to II. situation where unless it is' 
reduced still further, the tendency 
for concentration will become more 
and more. Therefore, when my hon.· 
friend admits that banks are under the 
control of small shareholders, logical-' 
ly it follows that he should not object 
to the reduction of the voting rights 
from 5 per cent to 1 per cent. There-
fore, I think thoat that provision alse! 
is very much healthy in character 

The third point which has ~1 

made is that by our trying to contro 
the non-banking deposits, We shall b, 
controlling a large number of indio 
viduals. My hon. friend Shri Bad, 
made this point. I think 'he is wrong. 
Here, the individuals are not concer-
ned, but only the companies or firms., 
For example, a money lender in a vil-. 
lage is not subject to control under. 
this Bill. 

Shri Bade: But a jOint family firm:· 
will be controlled. 

Shri B. R. Bhagat: But then, that 
is not an individual but a firm. A 
family firm can 'be a very big firm 
also. 

In view of the fact that there is a 
large amount of unaccounted money, 
and further the deposits which are con-. 
trolled by non-banking operations are 
growing every year, and also for vari-
ous other reasons, it is necessary that· 
these have to be controlled in the na-
tional interest. &; I said in the very 
beginning, it is necessary that ~  
have to be controlled because they are' 
affecting the deposits of the banking 
companies; the deposits in the bankf 
are not increasing at the rate at which· 
they should because they are beinl/i 
diverted to these noo-banking institu-. 
tions. That is the rationale behind this. 
control. 

Then, I come to the question of cloth. 
ing the Reserve Bank with such a 
power as what Shri M. R. Masani calls 
as police power. I think that when any 
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power is given to an institution like 
tlIe Reserve Bank or any other agency, 
it is quite natural for an han. Member 
who has a particular viewpoint or 
ideology to object to it. But he him-
self said that the Reserve Bank has a 
very good record. The House will 
appreciate that the Reserve Bank has 
been functioning in an exemplar" m"!1 
ner 'an1 it has been the clOstr'6' 1n of 
the' credit and financial interest of the 
country and it has done very good 
work. Where the Reserve Bank has 
failed or where it has got inadequate 
powers is in the matter of preventing 
a bank from going to disaster or pre-
venting a banking company from func-
tioning in an undesirable manner. For 
example. powers are being taken now 
to appoint directors. Why are we 
doinr. so? That is because we have 
fou.,(j that the observers that were 
being ~  under the present Act 
v'ere r fIective onlv for a few months; 
the'- could di""pline the directors of 
the b?'1king company who were not 
erstwhile con,idered to be very desir-
able in their working, for a few months 
by tbeir very presence, but after a few 
months. of course, the observers were 
onlv ob;ervers and therefore. tire board 
of -directors could overrule them. 
Therefore, we found that it was neces-
sary that there should be directors 
who could participate and have an 
effective voice in the management. Un-
less such powers are taken, the bank-
ing op'erations cannot be controlled 
from the very beginning. Here, I 
would submit that the difference bet-
ween a banking company and any other 
industrial or commercial company has 
got to be understood. Banks like the 
Palai Central Bank or any other bank 
could have been prevented from going 
into liquidation, if proper action could 
have been taken at the right moment. 
-But because certain powers were not 
there, they could not be prevented from 
going into liquidation. Repeated ins-

l tances could be given where because 
I adequate power was not applied at the 

right time, undesirable banking opera-
tions could not be prevented. If ade-
quate powers had been there, such an 

eventuality would not have arisen at 
all. 

To speak of a a ~  of banks. 
as some hon. Members ~  IU'gE:d, is, I 
think, beside the mark, because only 
during the last session, the HouS9 had 
discu,scd it and rejected it by 119 
votes to 27. All the pro,; and cons 
w,'re di.'cussed thoroughly at that time, 
and the Government's point of view 
ha:i al.o b'een stated broadly that 
purely from practical and other con-
siderations, it would not l'e in the na-
tional interest to nationalise the banks 
just now. But Government had given 
the assurance that they would take 
step' to eliminate some of the 
malpractices and other things that had 
come to light, and see that banking 
was made to flow on proper national 
lines. We have fulfilled that assurance 
and we have come forward with this 
Bill for taking more powers. There-
fore, if certain hon. Members opposite 
say that we are clothing the Reserve 
Bank with police powers and making 
it a mJ,10poly, I think that that may 
be verbiage or jargon only but I .thlnk 
that it is not a sound analysis of the 
financial situation. 

The concentration of power has got 
to be prevented at every step. and the 
Reserve Bank has been given powers 
for this purpose. I think my bon. 
friend should appreciate in this con-
nection that the Governor of the Re-
serve Bank does not act on his own. 
There is a board consisting of cHstin-
guished representatives in whom my 
han friend has faith, and, therefore, 
the' power vested with the Reserve 
Bank will not be a Statist or mono-
polist power. I think that it is high 
time that the Reserve Bank must 
have such powers for being exercised 
in the in' erests of the banking organi-
sations themselves in order to serve 
a national purpose. 

'With these ~  I cO'n, "e-oi the 
Bill for consideration. 

Mr. Speaker: The question is: 
"That the Bill be circulated for 

the purpose of eliciting opinion 
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thereon by the 29th February, 
11164t .... 

The motion was negatived. 

Mr. Speaker: The question is: 

''That the Bill be referred to a 
Select Committee consisting of 15 
Members, namely Shri Rama-
chandra Vithal Bade, Shri Kamal-
nayan Bajaj, Shri C. R. Basappa, 
Shri P. C. Borooab, Shri S. N. 
Chaturvedi, Shri Sachindra Chau-
dhuri, Shri Kashi Ram Gupta, Shri 
Hem Barua, H.H. Maharaja Shri 
Karni Singbji of Bikaner, Shri 
T. T. Krishnamachari, Shri Harish 
Chandra Mathur, Shri R. R. 
Morarka, Shri Sham Lal Saraf, 
Shri Prakash Vir Shastri, and Shri 
Prabhu Dayal Himatsingka with 
instructions to report by the first 
day of the next session.". 

The motion was negatived. 

Mr. Speaker: The question is: 

"That the Bill further to amend 
the Reserve Bank of India Act, 
1934, the Banking Companies Act, 
1949 and the State Bank of India 
(Subsidiary Banks) Act, 1959, be 
taken into consideration.". 

The motion was adopted. 

Mr. Speaker: We shall take up the 
clause-by-clause consideration 
tomorrow. Now, we shall take up 
short notice questions. 

18.S0 bl'S. 

SHORT NOTICE QUESTIONS 
AND ANSWERS 

U.S. Rupee BoldlBp 

+ rShrl Kapur Stach: 
Shrl Gulshan: 

S.N.Q. 5. ~ Shrl Prakasbvlr Shutrl: 

l Shrl Nath Pal: 
Shrl Yashpal Blqh: 
8hrl SolaDkl: 

Will the Minister of Finance be 
pleased to state: 

(a) whether it is a fact that U.S. 
rupee holdings in India, in the flJrm 
of counterpart funds, now exceed 
Rs. 15,000 milli.lns, almost one-half of 
the total money circulating in the 
country; and 

(b) if so, how the Government 
assess its impact upon the 'to!Ile eco-
nomy and politics? 

The Minister of Planning (Bhrt B. 
R. Bhapt): (a) and (b). The counter-
part rupee funds generated by the sale 
of agricultural products imported frcm 
the U.S.A. under PL 480 amOl1nted to 
Rs. 822.81 cl'ores on 31st October, 
1963. 

According to the agreements cover-
ing these imports and the rupee 
accretions, amounts totalling Rs. 175 
crores have been reserved for U.S. 
uses which inter alia include: 

(i) the administrative expendi-
tures of the U.S. Emba3sy in 
India. 

(ii) loans, with Government of 
India's concurrence, to busi-
ness activities in India with 
U.S. business associations; and 

(iii) agricultural market develop-
ment activities and agreed 
educational and research pro-
jects. 

The balance of the funds which 
amount to about 80 per cent are de-
posited with the Reserve Bank of 
India and remain invested in special 
Government of India securities CArrY-
ing a rate of interest of 11 per cent. 
The only way in whiCh these funds 
can go into circulation is when drawn 
upon in the form of long term loans 
and grants for developmental projf'cts 
in India as mutually agreed upon. 

I 


