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RESERVE BANK OF INDIA (AMEND
MENT AND MISCELLANEOUS 
PROVISIONS) BILL-Contd.

The Deptttj  Mlnlsler  of  Finance 
<Shri A. C. Gnha): I beg to move:

*That the Bill further to amend 
the Reserve  Bank of India  Act. 
1934 and to make  special provi

sions in respect of certain high de
nomination bank notes, be taken 
into consideration,”

The main purpose of this  Bill is  to 
provide more facilities for rural agri- 
.cultural credit by the Reserve Bank of 
India.  I think it would be proper for 
me to give a background of the acti
vities of the Reserve Bank of India in 
this direction.  Practically from  the 
beginning of the Reserve  Bank,  this 
was one of the main fields of the ac
tivities of the Reserve Bank.  In 1935. 
the Rural Credit Branch of the Reserve 
Bank was started with three separate 
sections including research and statis
tics.  Since then, it has been going on 
expanding its activities as regards the 
yprovision of facilities for agricultural 
and rural credit.  When last time the 
Reserve Bank (Amendment) Act was 
passed in 1950, some  hon.  Members 

>raised the question of further extend

ing the activities of the Reserve Bank 
in the field of rural  and agricultural 
credit facilities.  The Finance Minis
ter gave a sort of assurance that  he 
would get this matter  examined and 
if possible, a further  amendment  of 
the Reserve Bank Act would be effec
ted so that the Reserve Bank might 
jjive greater facilities for rural credit.

In pursuance of that assurance  of 
the Finance  Minister,  the  Reserve 
Bank set up an informal committee in 

1951 to examine this matter.  It was 
a committee of experts  and I  think 
Prof. Gadgil presided over it. This in
formal committee of economists mad® 
certain  recommendations, and  these 

may be divided  into two categories. 
Certain  recommendations emanated, 

which may be broadly categorised as 
those requiring amendment of the Re- 
rserve Bank Act and others were of an

administrative character and did  not 
need any legislative  measures.  The 
Reserve  Bank  naturally  examined 

these recommendations and gave effect 
to some o* the recommendations which 
did not require any amendment of the 

Reserve Bank Act.

In this case, the Reserve Bank  has 

undertaken a comprehensive  survey, 
on all-India basis,  into the  present 

conditions and requirements  of rural 
finance.  A standing  advisory com

mittee has been set up to advise  the 
Reserve Bank on matters pertaining to 
agricultural credit with a view to ren
dering the Bank’s activities in respect 
of agricultural credit  increasingly ef

fective  The Reserve Bank is giving 
active assistance to the State Govern
ments in tackling  problems of rural 

credit—particulary  in regions  which 
are comparatively less developed.  I 
think hon. Members would recall that 

under all these provisions the Reserve 
Bank has been advancing money and 
they have already done 30 to the tune 
of about Rs. 12 crores to provincial co
operative banks, for seasonal agricul
tural operations.  That is done under 
Section 17 of the Reserve  Bank Act. 
Certain other activities are to be un
dertaken now and it has been decided 

to amend the Act accordingly.

In the present amending  Bill,  we 
want to widen the scope  of seasonal 
agricultural operations,  and that  is 

done in Clause 3(a) of the Bill. Here 
we are simply widening the definition 
of the terms “agricultural operations**, 
“crops” and “marketing of crops’*. So 
long, agricultural operations and crops 
have been limited  to mean the  real 
agricultural products,  mostly cereals. 
But now, by widening the definition of 
these terms, we are intending  to ex
tend the scope  of agricultural opera
tions to include animal husbandry and 
crops would have  a wider  meaning. 
This clause seeks to add an Explana
tion which reads thus:—

^̂Explanation.—For the purpose 
of this sub-clause,—

(i) the  expression  “agricultural 
operations’*  includes  animal
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husbandry and allied activities 

jointly undertaken with agri

cultural operations;

(ii) ‘‘crops*’  include products of 
agricultural operations;

liii) the expression “marketing of 
crops'* includes the processing 

of crops prior to marketing by 

agricultural producers or any 

organisation of  such produ

cers/*

After this amendment,  animal  hus
bandry when done along with agricul
tural operations—or wjjen  what may 

be called mixed  farming is  done—it 
would come under the operation of the 

Reserve Bank Act for the purpose  of 
getting rural credit facilities from the 
Reserve Bank.  Similarly,  the pro
ducts  of animal husbandry and  the 

processing of the  same would come 
under the operation of the same clause, 
hon. Members are aware that the pro
duction of ghee etc. would come within 
the definition of marketing as process
ing.  We have said that marketing of 
crops includes the processing of crops, 

and crops would also include the pro
ducts of animal husbandry. '  So,  all
these would come within the purview 
of the Reserve Bank Act.

Then  we are  providing here  for

loans for cottage and small-scale  in
dustries.  That  is  done by  clause 
3(b).  So long, the Reserve Bank was 
not advancing any money  for small- 
sca'e or cottage industries. The House 
will recollect that for some time now, 
particularly in view of the developing 
problem  of unemployment,  Govern

ment have decided to give more  em
phasis to cottage  and small-scale in
dustries. So, the Reserve Bank would 
now be in a position to provide funds 
for this sort of industry also, and that 
is to be done through the State co-op
erative banks and also State Finance 
Corporations.  Very recently, in this 

House a question was asked about the 
activities  and  formation  of  State 
Finance  Corporations.  About  two 
years ago, an Act was passed by  the 
House, enabling  the different  State

Governments to set up State Finance 
Corporations, but as yet not much pro
gress has been made in this matter by 
the different States.  I hope that un

der this provision  the State Finance 
Corporations would be in a position to 

get loans from the Reserve Bank.  It 
will give a fresh impetus to the diffe

rent State Governments towards  the 
formation of State  Finance Corpora
tions.

In this Bill, we are also trying to 

provide intermediate  loans  through 
State  co-operative  banks  from  15 
months to 5 years.  So long, it  was 
only a short-term loan that was provi
ded by the Reserve Bank for seasonal 
agricultural operations and loans could 

be advanced only for three  months. 
But now we are providing that medium- 

term loans also may be provided by 
the Reserve Bank through the State co
operative banks and the period of such 
advances would vary from 15 months 
to 5 years. The limit up to which the 
Reserve Bank could advance to State 
co-operative banks is Rs. 5 crores.

Then there is another provision by 
which the Reserve Bank could advance 
loans to the Industrial  Finance  Cor
poration.  Some time ago this House 

passed an amendment to the Industrial 
Finance Corporation Act which in sec
tion 21 provided that the Corporation 
would be entitled to get loans from the 
Reserve Bank.  That was only so far 
as the responsibility of the Industrial 
Finance Corporation  was concerned. 
But there was no corresponding pro-
vision in the Reserve  Bank of India 
Act authorising the Bank to advance 

loans to the Industrial  Finance Cor
poration, though for some time it was 
advancing some money to the Corpora
tion.  Now, we are providing in this 
Bill that the Reserve Bank should be 
entitled to give loans to the Industrial 
Finance Corporation.  In regard  to 
short term loans  the Reserve  Bank 
could advance any amount: but in re
gard to medium term loans there is a 
time limit of 18 months.  A limit is 
also fixed  on the maximum  of  the
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amount that could be advanced, that 
is Rs. 3 crores.  This is as far as cre> 

dit facilities to be offered by the Re
serve Bank for rural and agricultural 
credit  and  ateo  to  the  Industrial 

Finance Corporation for the industrial 
development of the country.

Then there are other provisions  in 
the Bill which are more or less of an 

administrative nature.  But before I 
go to those provisions. I should men
tion here that there is a provision  in 
clause 4 for having higher denomina
tion notes.  Hon. members will recol
lect that in 1946  an ordinance  was 
issued banning all notes of denomina
tion higher than Rs. 100.  All higher 
denomination notes were recalled  by 
Government and cancelled. Only notes 

of that value  of Rs. 1 crore and  25 

lakhs have not come back to the Re
serve Bank.  All other  notes issued 

by the Reserve Bank prior to the pro
mulgation of the ordinance came to the 
Reserve Bank and they have been can
celled.  It is difficult to say what has 
happened to a little over  Rs. 1 crore 
notes of higher  denomination value. 

Some might have been  eaten up  by 
whĵ » ants; others might have been 
hoa cied somewhere or others lost.

An Hon. Memben Also black ants.

Shri A. C. Guha: I do not think any 

large number of them  might be with 
black marketeers. There is now much 
pressure on Rs. 100 notes the highest 

denomination note which is now pre
valent,  Government  have received 
several representations from different 
business chambers. Indian Banks’ As
sociation, Bombay  and Calcutta. Ex
change  Banks*  Association,  Bengal 
Banks* Association, the Imperial Bank 
of India, Federation of Indian Cham

bers of Commerce and Industry, Ben
gal Chamber of Commerce, etc.  So, 
Government intend issuing higher de
nomination notes.  All preparations 

have been made and  Government  is 
just waiting  for the passage of  this 

measure for the issue of higher deno
mination notes.

I should like to point out here that 
the Ordinance of 1946 is not repealed 
by this measure.  Any note of higher 

denomination issued prior to the pro
mulgation of that ordinance will still 
be considered to be banned. Only notes 
issued after the passing of this  Act 
would be considered  to be legal ten
der.

Clause 3 is of a purely  administra

tive nature.  In the present  Act  it 
has been mentioned  that when  thê 

Governor is absent the Deputy Gover

nor, authorised by him in his behalf 
in writing,  may vote for  him.  The 

wording here is somewhat ambiguous. 
Absent may mean absent from India, 
or absent on account of serious illness. 
But there may be other  reasons alsa 
for which the Governor may not be in 

a position to attend a meeting of  the 
Reserve Bank.  In such cases under 
the present provision of the Act  the 

Deputy Governor  is not entitled  to 
take part in the meeting  or exercise 
his vote.  We are providing here that 

provided that the  Governor for any 
reason is unable to attend any  such 
meeting the Deputy Governor authori
sed by him in this behalf in writing 
may vote at that meeting.  This pro

vision is meant only to remove an ad
ministrative difficulty.

%
Under clause 6 scheduled banks are 

given some more facilities  for having 
greater amount of money  with them. 

Under the present provision of the Act 
all scheduled banks are entitled to take 
some loans from the  Imperial Bank. 
But according to the Banking Compa
nies Act every bank must deposit  5 
per cent, of that loan with the Reserve 
Bank.  So 5 per cent,  of any  loan 

taken by a scheduled bank from  the 
Imperial Bank has to be deposited with 
the Reserve Bank.  By this  amend
ment we are removing that responsi
bility from the scheduled banks.  This 

will place greater amounts with  the 
scheduled  banks for  their  banking 
operations.

When the Reserve  Bank Act was 
passed  we had only four  branches.
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Delhi, Madras. Bombay  and Calcutta, 

and the foreign exchange business of 
the Bank can be done under the pre> 
n̂t Act only through these four bran̂ 

ches.  Now we have got other bran
ches at Bangalore and Kanpur.  Very 
soon the Bank intends opening bran

ches in other cities too.  According to 
the present Act these branches cannot 

do any foreign exchange work. We are 
removing that difficulty and providing 
that any branch  authorised  by  the 

Central Government would be entitled 
to transact foreign exchange business.

I think I have covered almost all the 
points which Government want to im

plement by this Bill.  The most  im
portant part of it is the provision  of 
rural credit as also credit for cottage 

industries and .small scale industries.
I hope the House  will be pleased  to 
pass this Bill.  It is a simple and non> 

controversial Bill, and  all the provi
sions are to be  welcomed from  the 

point of view of our present economic 
position, particularly from the point of 
view of our agricultural economy and 

the economy of small-scale and cot- 
lage industries.

Shri  Raghavachari  (Pei>ukonda); 
Nothing has been said about the inten
ded protection against legal action.

Shri A. C. Goha: That is only an ad

ministrative matter.

Mr. Deputy-Speaker: Motion moved:

*‘That the Bill further to amend 
the Reserve  Bank of India  Act, 
1934 and to make  special  provi
sions in respect  of certain high 
denomination bank notes, be taken 
into consideration/*

Shri B. Das (Jaipur-Keonjhar): Sir. 
this is the fifth  year of the  State 
ownership of the Reserve Bank.  In 
the fifth year I find the Reserve Bank 
has got its wisdom teeth and is try
ing to be of national service to the 
people of India.  But untortunately 
it wants a wet nurse and therefore 
it must cuddle to the Imperial Bank 
of India. The Imperial Bank of India, 
which was started almost a century

ago by the foreign rulers and foreign 

merchants in India and which exploit, 
ed India to its maximum  capacity* 
still continues.  And it becomes not 
only the wet nurse but the principal 
representative of the Reserve Bank. 
The Reserve Bank which wants only 
to be the Central Government’s bank 
and the State Governments'  bank,

has perhaps little knowledge of bank
ing  principles—those  principles  of 
banking which my friend cited just 

now, those things for which the Re
serve Bank was demanded in 1934 
when it first cam©  Into existence. 
But it was not given effect to.

My friend said it has a Rural Credit 
Section.  I know  it  has a  Rural 
Credit Section.  Some of us.  Sir, in
cluding yourself, on this side of the 
House  pressed on the then  Finance 
Membeirs  that the  Reserve Bank
ÔMjld do  ômethlijig iabout  rural
credit to help co-operative banks and 
to  help  agricultural  credit.  Under 
the foreign rule it could not be done. 
The  Imperial Bank of  India  still 
continues, throughout upto 1948, even 
up to this date, as the sole agent of 
the Reserve Bank.  It collects  the 
treasury of all the State Governments. 
And some of our municipal bodies 
also think in terms of thirty  years
ago as if foreign  rules are still rul
ing and the only bank that is exist
ing in India is the Imperial  Bank. 
They all bank their money with the 
Imperial Bank of India.  I am asham
ed that I am uttering the word Im
perial Bank.  Three years ago I in
sisted On the floor of the House that 
tihe Imperial Bank of India should 
be nationalised  alongside with the 
Reserve Bank of India.  As I men
tioned only the other day.  certain 

excuses were offered by our the then 
Finance Minister.  They have taken 
no steps to obliterate from the page 
of our  banking history the  word 
*̂ mperiar*.  We have dropped  the 
word from the Imperial Council  of 
Agricultural Research which body is 
now known as the Indian Council of 
Agricultural Research.  I would like 
to ask the Finance Ministry—I can
not ask my friend Mr. Arun Chandra



[Shri B. Das]

Guha—to explain  why they are so 
chary in not acquiring the Imperial 
Bank and calling it the Indian Na
tional Banlt—and not a bank which 

is exploiting the resources of all those  Shrf B.
who represent the 'haves' in India.  clause 6.
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Mr. Oepaty-Speaker:  Are there any 
provisions  relating to the  Imperial 
Bank here?

Das: Yes. Sir.  I  quoted

My friend Shri Guha is now mak
ing this wet nurse  of the Reserve 
Bank into something bigger. In clause 
6 (amendment of section 42) the Bill 
says that after the words “the Reserve 
Bank” the words  ‘*or the Imperial 
Bank of India'* shall be inserted.  So 
the Imperial Bank of India—the name 
stinks in the nose of  every patriot, 
every nationalist—is perpetuated  as 
something which is to the national 

interest of India!

Then it says that in sub-section (2) 
the words “other than the Imperial 
Bank of India” shall be added.  The 
Imperial Bank is still functioning un
der the old  statute, rules and  by
laws and it won't give any deposit and 
demands 5 per cent, and 2 per cent, 
which the scheduled banks must pay 
over over-drafts.  In the history  of 
India if you and I have foeen exploit
ed, Sir, it is through the exploitation 
of  this  Imperial  Bank.  Why 

that  bank  is  given  a  further 
hanking liberty, I  cannot understand. 
If  Government  is  honest, if  the 
Finance  Ministry  understands  the 
spirit of the nation—and it is not a 
new spirit, that spirit I have exhibit
ed on the floor of the House from 
1934—they must first nationalise the 
Imperial Bank  and rename it  the 
Indian National Bank or something 
as long as another scheduled  bank 
does not exist by that name. There
after I do not mind the wet nurse of 
the Reserve Bank being permitted to 
handle all the resources.

When the 1951 Bill was being dis
cussed I did ask: if the Imperial Bank 
is one of the scheduled banks in In
dia.  why this  step-motherly  treat
ment to other scheduled banks?  Why 
should the funds of municipalities and 
district boards, various Sitat«  Gov
ernments......

Shri A. C. Guha: There is not any 
provision  regarding  the  Imperial 
Bank.  It is a provision  regarding 

scheduled .banks only, in their busi
ness connection with the  Imperial 
Bank.

SCiri B. Das: And you are making 

one scheduled bank boss over all the 
others and allowing it to carry  on 

its villainous and treacherous activi
ties which it has carried on for the 
last thirty years or more! That ex
planation must be given on the floor 
of this House.

Sardar Hukam Singh (Kapurthala- 
Bhatinda): That word itself is offen
sive to my friend.

Shri B. Das: Clause 6 ought not to 
have been brought in this Bill.  If it 
is essential for the working of this 
measure to give  agricultural credit 
and credit to cottage industries  and 
co-operative societies it ought to be 
considered in its full implications. Is 
there no other bank which has equal 
status? Of course not equal authority! 
I must say the Imperial Bank was 
behaving before 1947 as if it sums up 
all the essence of knowledge  and ad
vice to the imperialists, the colonial 
government  that  ruled us.  Has it 
changed its objective?  As I told you 
the .dither diay, I undertftand  that 
there are 3 or 4 Europeans there.  I 
challenged the other day, and I still 
ask what happened to the invisible 
balances that  were lying with  the 
Imperial Bank for hundreds of years 
If today you have got an Indian Gov
ernor, I think he will plead ignorance 
and perhaps he does not know what 
an invisible balance is or was.  This 
point should  be clarified before  at 
least I give my assent to any further 
enhancement of the privileges of the
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Imperial Bank.  As lon̂j as the Im

perial Bank goes on in that way, it 
will never be nationalised.  You may 
see that some old capitalists of In

dia,  old-fashioned  bureaucrats  who 
thrived best under the colonial rule, 
are now the directors of the Imperial 
Bank.  What did they do for  the 
people of India? Has the  Imperial 
Bank given any credit to the rural 

people of India?  It works against 
them.  Today, it is tied neck to neck 
with the Reserve Bank and thb doM 
not permit the Reserve Bank to tunc- 
t.ion as the National  Bank.  This 
should be rectified.

I am in agreement....

Deputy-Speaker:  Merely Jk>e-
cause there is some reference to the 
Imperial Bank of India, can we go 
into all  these  matters?  The only 
reference  to  the Imperial Bank  is 
that  the liabilities of the  Imperial 
Bank must be separated  from the 

liabilities of any other banks in India. 
We are  going into  nationalisation 
of the Imperial Bank, etc.

Shri B. Das:  You may not natio
nalise it. But,  why should we give 
extra liberties?  It does not pay any 
interest on its overdrafts Xrom day 
to day.

Mr, Deputy-iSpeaker: I am afraid 
all this is foreign to the scope of this 
Bill. We are not going into the work
ing of the Imperial Bank here.

Shri B. Das:  There is discrimina
tion  against  the other  Scheduled 
Banks.  The Imperial Bank is select
ed to be the  favourite of the  Re
serve Bank.  This Is my view.  Let 
there be a committee of financiers 
and bankers.  I am ready to argue 
the point; let them convince me  on 
this point.  The question is why the 
Bill should discriRiixiate against  50 
or more other Scheduled Banks be
cause of the word Imperial and the 
European connection?  I still believe 
that those people who have runaway 
to England own shares privately  in 
the Imperial Bank.  The point is, 
theise should be no  discrimination. 
If the Reserve Bank is a national

bank and has the spirit of serving the 

nation. It should not discriminate. It 
deliberately handicaps other Schedul* 
•d Banks.  I warn the Government of 
India and all the State Governments. 
They shoiuld patronise all banks that 
are doing banking business and  not 
a bank that was started 110 years ago. 
and that has exploited India and left 
us famishing.

As regards  .banking facilities  to 
agriculturists, my hon.  frtiend Shri 
A. C. Guha ought to have explained 

to the House why the State Govern
ments should give full guarantee for 
all interest and  for all »borrowings. 
The Reserve Bank  is not doing any 
charity to the  State Governments. 
The point to be realised by every one 

of  us  who  are  Members  of  this 
House  is  that  we represent  the 
States  here.  Today,  through  this 
Act,  the  various  State  Govern
ments,  who  want  money  for 
ĝiving credit to agriculturists  and 
co-operative  societies,  will have to 
stand security and give a guarantee 
for all the  interests that are  not 
paid by the co-operative banks or the 
State  Co-operative Bank.  I am  not 
speaking of the old Madras Co-opera
tive bank,  which is one of the best 
managed co-operative banks in India. 
There are others that are living from 
hand to mouth. There is a little heart
lessness in this case to  make the 
State  Governments  responsible  aff 
if  they  are borrowing it from the 

Imperial Bank.  Of course, it will do- 
some good; but that point should  be 
analysed by the StaKe Governments- 
and  by the  representatives of  the 

States here.

Clause 8 relates to an amendment 
of section 58 of the Act of 1934. By 
this clause, the Governor is getting 
equal powers or the same power as 
the Central Board of Directors.  Al
though it is a State-owned bank,  a 
few of the directors are elected.  I 
do not want that the Governor, who 
is a paid officer of the State, should 
have equal power with the Central 
Board of Directors.  I think thare i» 
a lacuna  here  and it  should  be 
examined by experts a little  more
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•oarefully.  We found the other  day,

In the case of the Industrial Finance 
'Corporation that somehow the Gover
nor or managing director was all too 
powerful and the Board of Directors 
were not functioning or coordinating 
their work.  In this case, if  you 

want the Governor to function as the 
•Central Board of  Directors, enjoy
ing equal power, why have a Central 
Board of Directors?  We will save a 
lot of money for the Reserve  Bank.
The Governor may become autocratic, 
may make flnanrial Jmijptakeŝ Thig 
is not a new thing in the history of 
the world.  In Germany, in the U.K.
Governors of State Banks have com
mitted frauds.  It should be explain
ed on the floor of the House why the 
Governor is going to be given such 
absolute powers and it is the Parlia
ment from which the Governor should 
get the authority.  That is the point 
that we have to examine and cogitate.
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Otherwise. I support  the  main 
principles of the Bill, but not in the 
sense of widening the power of that 
nasljy bank known as the jimperial 
Bank of India until it is nationalised.

Shri N.  C. Chatterjee  (Hooghly); 
Mr. Deputy-Speaker. if the Business 
Advisory Committee had known that 
the Father of the House is going to 
speak, possibly, they would have al
lotted some more time to this mea
sure.  The Imperial Bank has been 
imp>erially dealt with and I do  not 
want to add anything more. It is cer
tainly an anachronism today in  the 
Republic of India that the Imperial 
Bank is functioning and it is high 
time that at least the appellation if 
<*hanged and it is made to subserve 
the national interests in the proper 
sense of the term.

The hon. Minister has over-simpli- 
fled one aspect.  I wish he had dealt 

with it with a little more seriousness. 
You know. Sir, in this Bill we are mak
ing some changes in the law with re
gard to high denomination notes. They 
-were demonetised  In 1946.  The Bill 
says, in view of the  serious incon
venience caused to the public by the

withdrawal of the high denomination 
notes, it has  been decided to  re

introduce high denomination notes as 
early as'possible. So far as we know, 

serious inconvenience was caused to 
black-marketeers, hoarders and profi
teers.  I think that Ordinance 3/46 

was promulgated to check inflation. 
It was also meant as a device to get 
at hoarded and black-market wealth. 
We want to know how far it has been 
successful.  We know from our ex
perience in Bengal and also in other 
parts of the country that that Ordi
nance was, to some extent, made in
operative because of a lacuna in the 
st̂tlite.  The  Ordinance was'  not 

made applicable to the Indian States. 
The result was that some portion, a 
good portion of it, flew to the Indian 
States. A friend of mine from Lahore 
was telling me that in the  Punjab, 
these thousand rupee notes were  be
ing sold in the streets of Lahore at 
Rs. 600.  My hon. friend Shri A. C, 
Guha may remember that something 
like that happened in Calcutta also. 
We knew ât high  denomination 

notes flew to Rajkot and other Native 
States, to Jaipur. Jodhpur and other 
places in Rajasthan.

We want to know how far the hoard
ed wealth has been got at how far 
these  blackmarketeers* money,  the 
profiteers*  money has  been got  at. 
Otherwise, it would be rather risky 
for the Parliament to say that they 
have all been eaten ud by white ants 
and it is no longer operative: let us 
give them immunity  and let us re
introduce these notes.

The hon. Minister is not only tak

ing power to introduce the old high 
denomination notes, but he is taking 
power to introduce a new kind of note 
—̂Pive Thousand Rupee Notes.  So 
far as I know, there was no  Five 

Thousand Rupee Note before.

With regard to rural credit, it is cer
tainly a thing which ought to have 
been done ages ago, and nobody can 
oppose the extension of the functions 
and ambit of authority of the Reserve
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Bank to really help rural credit. The 
question is; will it be made effective, 
how it would be made effective?  If 

you want to afford rural credit through 
State  co-operative  Banks,  what 

amount of control will you have over 
them?  What amount of autonomy 
will they have?  Naturally, the State 

Co-operative Banks will come to the 

Heserve Bank for the purpose of get
ting rural credit, loans or advances 

lor facilitating the agrarian economy. 
Then, they will have to give  some 
sort of security.  Will that lead  to 
consolidation of holdings?  What will 
be the security you want? How will 
you function? We want to know  the 
agency which  will operate.  Other
wise. all our talk of helping and stimu
lating \cottag>2  industries wiljl  be 
futile.

"We know, on the Dhoties Bill there 

a lot of feeling because that was 
a paper measure,  meant as a stunt. 
It will not be effective unless and un

til rural credit is afforded so as to 
rescue the handloom  Weavers from 
the parasites, the moneylenders, sow- 
•car.s and mahajans in whose grip they 
are dying inch by inch.  Naturally, 
help is to be afforded by the State 
and the Reserve Bank, but still we 
will be able to implement the pious 
desire only by  weeding out  these 
parasites and these people in whose 
grip the cottage industries and rural 
workers and the agrarian labour are 
•operating now. How far are we going 
-to do it?  Has the Minister got any 

idea?  Has the Minister got any plan? 
Is there any agency? How far will 
there be synthesis between control and 
freedom.  That is one aspect that I 
would ask the hon. Minister to deal 

with shortly.

Finance Minister or his Deputy  or

the Planning Minister  will at  all
bring any solace to the suffering peo
ple.

In Bengal especially, I can tell the 
House  that  from  Sunderbans  and 
from Diamond  Harbour and from the 
southern part of 24 Parganas, people 
are coming into the City, and there 

have been deaths reported from star
vation on the streets of Calcutta, whicVi 

is very distressing.  I do not want to 
dramatise  our  misfortune or  the 
deepening agrarian trouble there. We 

do not want a repetition of the horri
ble conditions of 1943.  But the real 

trouble is that rural economy is not 
being looked after, properly.  Rural 
credit facilities are not  obtainable. 

Naturally, landless labour is in great 
trouble and cottage  industries  are 
dying out.  Even where refugees have 

come from East Bengal, they have not 
been placed on their feet because of 
lack of adequate facilities, especially 
lack of financial resources, which we 
are not  supplying in  spite of large 
promises  and  great  rehabilitation 
schemes.  I hope the Reserve  Bank 
will do something to help the poor 
refugees who have come in thousands 
pouring in. And it might be that due 
to the new  dispensation, the  new 
political and constitutional set-up in 
Pakistan, there  might be a stimulus 
to further exodus which we do not 
like, but it may happen.  And in that 
case, it will be the  duty—the para
mount duty—of the Reserve  Bank, 
not merely to take the power, but to 
exercise the power  and exercise it 
thoroughly,  efficiently,  in  order  to 
ameliorate the distress of these poor 
suffering people.

We are generally in agreement with 
the Bill, and the Imperial Bank of 
India only occupies a very small part 
x)f the whole legislation.  But we are 
êry anxious that rural credit should 
he put on a proper footing. Otherwise, 
unemployment Is toourid to increase, 
and no amount of Five Year Plans, 
no amount of speeches by hon.  the

576 P. S. D.

I generally support this Bill, and 
it is overdue.  Parliament should not 
oppose it.  There is no question  of 
opposition from any party or from any 
section,  but we want  some agency 
behind it so as to implement It, effec
tuate it, so as to really put the agra« 
rian economy and  rural credit on 

their feet.



quite inadequate.  The money-lender 

hijnself, who is now taking licence 
under the new  Act, is carrying on 

business, but he is only carrying it on 

with a view to wind up his business. 
No treih advances are made, and if 

at all. they are made by under-ground 
methods.  Without any chit, without 

any account, without any assurance in 
writing to the  debtor, the  money is. 

advanced.  And the rate of  interest 
charged is very high, and they have to 
depend  only uj)on the word of the 
money-lender.  That is a still greater 

evil which has come in the place of the 
old one. This has resulted only in this- 
thing; that the evil has become worse 
and the Government is deprived of the 
income-tax on these advances that arc 
being made.
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Shri Raghavaeharl:  I rise  only to 

mention one  or two points.  I am 
perfectly in agreement with the princi
ples involved in this amending Bill, 

and as our friends have already said, 

it should have been passed years ago.

I only want to stress one point: 
that the amount of relief, or the quan
tum proposed in the Bill for co-opera
tive societies and agricultural credit 

145 pitifully low—Rs. 5 Crores for the 
whole of India. It is not at all under
standable how this little salt will go 
into the whole sea.

Knowing something of the co-opera
tive  movement  I  can  say  that 
we  have  always  suffered  |rom 
lack of necessary funds to enable the 
Central Banks and rural credit socie
ties to disburse loans—not the long
term loans, but the medium  term 
loans,  five to seven years—and  we 
have always found that the deposits 
are not sufRci)ent for such purpose, 
and that is why oftentimes the  State 
Governments  are  approached.  But 
now that this Bill is introduced to 

make it possible for the Reserve Banjc 
to come to their aid, as I said  this 
Rs. 5 Crores is nothing, personally I 
would like it to be made Rs. 20  or 
Rs. 25 Crores at least.  Otherwise, it 
will be of no use at all.

That is the one point which I wish
ed to say. Otherwise, this will not be 
really serving the purpose which you 

advertise.

Shri Altekar (North Satara):  Mr.
Deputy-Speaker, Sir, want of  money 
is really stifling the economic life in 
rural areas.  On account of the legis
lation passed by different States, the 
money-lender’s scourge has been re

moved, but what has happened is that 
his place is not ̂ ing substituted  by 

other sources for that particular pur
pose.  The States, of course, are giv
ing a little more by way of Taccavi, 
but that in itself is not sufficient to 
meet the needs. Co-operative societies 
are also doing business, but tkat is

For this purpose, I say ât the 
provision that is made in this Bill for 
making advances to the  State  Co
operative Banks is really a good step 
no doubt, but as was just now sttg- 

gested by my hon. friend on the op
posite .bench, Shri Raghavachari, it is 
quite inadequate for the purpose. Five 
Crores of Rupees for the whole coun
try for purposes of  meeting needs 
of the rural population  which were 

supplied in crores and crores of rupees 
by urban and rural money-lenders is 
a very small sum as compared to the 
various needs of the situation. There
fore. I  submit that this sum must be 
enhanced. It should be a larger one, 
about Rs. 25 Crores or so. But I sug
gest that this, in itself, will not be 

sufficient.  There should also be other 
Steps taken in right direction.  What 
L beg to point out is that so far as deal
ing with  these State  Co-operative 
Banks is concerned, the Reserve Bank 

will be making advances to the State 
Co-ooerative Banks. They,  in tum» 
give money to the District Central Co
operative Banks and they then dis
tribute it among the various branches 

in villages or small towns.  The Re

serve Bank will be dealing only with 
the  State  Co-operative  Banks,  and* 
these in their turn will be dealing in 
their own way, with the various small 
Gariks in the rural areas.  Thus, the



a very useful purpose.  The Reserve 

Bank, moreover, has got a very direct 

control over the working of  these 

banks. Sections 20 to 35 of the Bank- ' 

ing Act provide for the various ways 
in which the Reserve Bank can have 

A control* over these 'banks, in re

regard to inspection, the policy with 

regard to the utilisation of these loans, 

calling for monthI|3r,  half-yearly or 
yearly returns, or the baiancesheets 

etc. Therefore, larger amounts should 

be advanced  to these joint  stock 
banks by the Reserve Bank.  1 hope 

Government will consider  this sug
gestion.

1577 of India  7 DECEMBER 1953 {Amendment and Miscel- 1578
laneou$ Provisions) Bill

Reserve Bank has absolutely no con

trol  or  agency  by  which  they 

can  look  into  the  working  of 
these  small  banks  in  the  rural 

areas.  My  submission  is  that 
the  Reserve Bank  should be  vest
ed with some powers under which 

they can inspect the dealings of the 

small co-operative banks directly.  I 

have heard many a complaint  that 

the moneys advanced by the district 

co-operative banks find their way to 

some traders  or other persons, who 
are taking advantage of the  loan, 

while  the agriculturists  who are in 
great need of it and for whom this 
money is intended, do not get  the 

benefit. This is a practice which must 

be checked, and I suggest that there 

should be a provision to ensure ade- 

quatfe supervision over the working 

of these banks.

4 P.M.

I have one other suggestion to make 

in this connection. The Reserve Bank 

deals directly with the  Joint stock 

banks.  There are provisions in the 

Reserve Bank Act, whereby the  Re

serve Bank can give credit ta these 

banks, but such credits as are given 

are limited to a period of 90 days, 

and for purposes which are limited 

as  well.  If  these  joint  stock 
banks  could  be  given  large  and 
cheaper  credit,  against  the  Gov
ernment  securities  they  hold, 
they  can be easily  mrade to extend 
their business in the rural aitas, so 

as to cater to the needs of the agri

culturists, and thus play a very use
ful role in the rural economy. I know 

many joint stock banks in rural areas, 
which are given loans to agriculturists 
to meet their flnrincial needs in regard 
to agricultural operations and  pro

cessing of agricultural  commodities. 

But that is being done only to a very 
limited extent, and only a few lakhs 

of rupees in all are being given by 

way of help.  But as I have, suggest
ed, if larger amounts could .be given 

on cheap credit to these joint stock 
banks earmarked for advances to agri
culturists, they can be made to serve

I do not want to say anything on 
the other aspects of the Bill.  I am 

interested in the Bill, only  so far as 
given credit facilities to the agricul
turists in the rural areas is concern

ed.  With these few words. I support 
the Bill.

Stiri V. B. Gandhi (Bombay City- 

North):  Mr. Deputy Speaker Sir, this

is a very important Bill. Its impor
tance is not apparent from the short 

speech that the hon. Deputy Finance 
Minister made, when moving for the 
consideration of the Bill.  This BUI 

is bound to have far-reaching conse
quences in the economy of our coun
try.

I will, of course, admit, to begin 

with, that this Bill represents a dis
tinct advance in our central banking 

progress.  The proposals in this Bill 
are bound  to increase the usefulness 
of the Reserve Bank in spheres  in 
which the Reserve Bank has not en
tered so far.  I shall confine  n>y 

observations to clause 3 of the Bill, 
because that is the clause that  pri
marily deals with the new  powers 

that are being given to the Reserve 
Bank, for making additional  credit 
available to the small scale and cot
tage industries, for making loans and 
advances for agricultural  purposes, 
and for extending certain credit faci
lities to the Induatrial Finance Corpo
ration.  That is all very welL  But 

let us first consider what  kind of
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financial facilities are  going to be 
offered.

There are two distinct and separate 
kinds of finance that are going to be 

made available under the provisions 
of this Bill.  The first kind is  the 
credit that is going to be made avail

able by means of rediscount of high- 
grade paper,  i.e. promissory notes or 

bills of exchange.  By its very nature, 
this kind of finance is bound to be 

of a short  term.  Usually the term 
is for 90 days.  Under the provisions 
of the Act, we have certain kinds of 
advances of this kind of credit limit
ed to 90 days.  But under Section 17
(2) (b) of the Reserve Bank of India 

Act we made this Jkind of  credit 
available for agricultural  operations, 
for seasonal finance, for marketing of 

crops etc. which originally extended 
up to a period of nine months, but 
I think by the amending Act of 1950. 
the period has been extended to 13 
monlftifl.  This kind |of finance also 
by its very nature can be of an  un
limited amount, the limit .being im
posed only by the availability of the 
acceptable kind of paper, and also by 
the willingness of the Reserve Bank 

to accept such paper for rediscount.

The other kind of finance that is 
also going to be made available un
der this new Bill, is by way of loans 

and advances.  This is  covered by 
Section 17 (4) of the Reserve Bank 
of India Act.  In this class of finance, 
it is always necessary to fix the limit 
to the amount of advance, and general
ly this kind of  financing is offered 
where a little longer period is  in
volved.  In the present Bill, we see 
that for agricultural purposes, loans 
and advances are going to be made 
available for periods extending from 
15 months to five years, and also for 
art amount not exceeding Rs. Scrores, 

Similarly in the case ol advances or 
credits to be extended to the Indus
trial Finance Corporation, the period 

is 90 days, but in some cases, about 
13 ^months, which is the maximum;

and the amount of credit to be made 
available is not to exceed Rs. 3 crores. 

These are the two distinct kinds of 
finance that are going to be offered 
under this Bill.

Now, we are going to consider how 
far each one of these classes of financ
ing is suitable for the purpose it is 
intended to serve .and also how far 

there is any machinery at present in 
existence which  will make it pos
sible to utilise ’ this finance—I mean 

if any machinery either is in existence 
or is going to be devised so that these 
credits could be utilised by those for 
whom they are 'intended.

In a general way of course, as I 
said, this Bill marks an advance and 
deserves the wholehearted support of 
'this House, for it proposes to help 
finance  our cottage  and  small-scale 
industries, in a way of speaking. Then 
it is going to make finance available 
for agricultural purposes and  also, 
finally, it is going to help  finance 
Jlarge-scale  industries thrbugh  its 
credits  extended to the  Industrial 
Finance Corporation.  Then another 
thing I must say here while I am on 
the Industrial Finance Corporation is 

that those who have drafted this Bill 
deserve compliments, for they have 
in the present  Bill, and particularly 
in the amendment which stands in the 
name of the Deputy Finance Minis
ter, removed an  ambiguity  which 
existed̂ in section 21 of the Industrial 
Finance Corporation Act and which 
troubled many of us from the first 
time it was introduced in that sec
tion. Now, Sir, we have to first under
stand that merely offering these huge 
amounts of finance to industries,  to 
agriculture and to cottage and small- 
scale industries is not enough.  We 
cannot say: ‘Here we are giving away 
so much of new finance and now our 
conscience is clear’. That is not enough. 
The Deputy Finance Minister  just 
made a. mention in his speech that 
as much as 12 crores of rupees were 
given by way of seasonal finance for 

agricultural operations.  Well, that is 
all very well. Sir.  But then, let us
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not forget that the farmer, the Indian 

farmer, the individual farmer, is still 

very far away from any place where 

considerably these papers—these bills 
—took their birth, nn the basis  of 

which this finance wffs made available 
through rediscounting.  What I am 

trying to point out is that when we 

are considering proposals of this kind, 

it should also be our first duty to 
see that w;e devise a machinery—we 
devise a kind of a structure of finance 

—which will reach from the individual 

farmer through the various levels of 
banking right UD to the Reserve Bank 
of India.

Now. Sir.  coming specifically  to 

clause 3, let us consider sub-clause 
<b).  Here Reserve Bank credit is go

ing to be made available for small- 
scale and cottage industries, as I said, 
by means of rediscounting  eligible 

paper.  Now, are we really sure  or 

has the Government really explained 

to us if this is the suitable way  of 
helping these small-scale and cottage 
industries?  Because here in the per
taining clause, we say that we are 
going to assist and finance the activi
ties of cottage industiries, both  in 

respect of production and marketing. 
Now, as I said, the success ot  this 

clause will depend on whether these 
small-scale and cottage industries will 
be able to conform to the require

ments of this kind of  eligible paper, 

whether their activities can be  put 
into the required pattern out of which 
CKifi arise this kind of eligible paper. 
That will determine the sucĉ  of 
this very generous offer of credit ex
tension that we are making.

Then, of course, I am all for doing 
everything to encourage the use in
creasingly in this country of this kind 
of paper as a  means of short-term 
financing because, after all, this  is 
one of the ways in which a Central 
bank can provide that very necessary 
elasticity to its currency and credit 

supply.

Then we come to clause 3(c). Here 

we are dealing with this 5 crores of 
rupees financing which is going to be

(Amendment and MisceU 
laneoiis Provisions) Bill 

made available for agricultural pur

poses.  In this class of financing, it 

is usual to specify the kind of securi
ties that should be required against 

which these kinds  of loans or ad

vances are to be made for instance, 
in the Reserve Bank of India  Act 

itself, in Section 17(4)—in all  the 
sub-clauses—̂ we find that the securi

ties  required  against  which  these 

loans and advances can be made are 
specifically stated, whereas in the pre

sent Bill we are told that the Central 
Board will  determine the kind  of 

securities that should be taken against 

these advances and loans.  I can very 
well understand the difficulty of the 

Central  Board in this case.  Since 
this is a kind of new sphere in which 
our Reserve Bank is about to enter.

I can understand that.  But I would 
very much have preferred the Deputy 
Finance Minister in his speech  to 

have given us at least some kind of 
an outline, some kind of an idea, as 

to what kind of securities they have 

in mind.

Then, Sir.......

Mr.  Deputy-Speaker:  There  are

some other speakers also.

Shri V. B. Gandhi: Well, Sir, 1 win 
finish in a few minutes.  ^

The whole presentation of the case 
in this particular  Bill has not been 
very satisfactorily done.  Here we are 
going to make available 5 crores of 
rupees for agricultural purposes and 

not a word has been said as to what 
kind of machinery they have through 
which this js going to be utilised, 
except perhaps that there is a pro
vision that it will be done through 

the State Co-operative Banks.

A very important Committee, the 
Rural Banking Enquiry Committee. I 
think, had reported some 3̂ years ago 
and that Committee did cover some 
ot  the ground  of rural credit  and 
made some very interesting  recom
mendations. I do not know personally 
if any of their recommendations have



all securities but only the bonds and 
debentures issued by the  Industrial 
Finance Corporation.

Finally, Sir, trfere is one important 

aspect̂ of this financing, which 1 wish 
to tâe this opportunity to place be
fore  this  House.  This  particular 
kind of credit that 1$ souf̂ht  to be 

extended to the  Industrial  Finance 
Corporation is to serve a  particulai' 
kind of exigency, which occurs in the 

life of all financing bodies.  Here, let 
uj suppose,  the  Industrial  Finance 
Corporation  makes a  loan  to  its 
clients, say of 20 lakhs.  As soon as 
that loan has been sanctioned.  the 
Corporation has to keep itself ready 
to advance the amount, because  the 
client may call upon the Corporation 
to pay it any time. But the usual ex
perience is that these clients do  not 
always take the whole loan nor  do 
they take the loan immediately.  A 
certain time elapses between the date 

the loan is sanctioned and the  date 
they make the first call on the Cor
poration to pay and even then  the 
first payment may be a very  small 
fraction  of  the  total  sanctioned 
amount.  Yet, the Industrial Finance 
Corporation, having  sanctioned  the 
loan has to keep itself ready, and to 
carry over these amounts in expecta
tion of being called upon to pay. This 
is very expensive.  It is to meet this 

exigency that this provision is insert
ed in the Industrial Finance Corpora
tion Act, as amended last year as well 
as this parallel provision in the ore- 
sent Bill.

It is  gratifying  to see  that  our 

Reserve Bank Authorities themselves 
have taken this Initiative and  have 
made this provision which will be of 
great help to the Industrial Finance 
Corporation.  I would place  before 
them another instance  which  they 
should  consider  for  taking  some 
initiative  and try  to  make similar 
facilities available to the Local Bodies 
also  I will give an instance in my 
own experience. Sir.  In 1947.  as 
Chairman of  the  Standing  Finance 
Committee of the Bombay Municipal
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been accepted or brought into execu
tion by the Government so far.  But, 
I know one thing that no mention at 

all was made in the speech of  the 

Deputy Finance Minister about those 
recommendations.

Sir, agricultural credit ŝ  some
thing different from other credit. The 

needs of the agriculturists are  so 

special that (he oitiinary commer
cial banking finance cannot be suitab

ly made available to the agriculturists.

Mr. Deputy-Speaker: He said that 

there are two kinds, one by adminis
trative orders and the other by amend
ing the Act.

Shri V. B. Gandhi: He did say; but, 

he did not give us any idea of  what 
those  recommendations  are.  We 
think that some of those recommenda

tions are such that they could with ad
vantage be adopted without undue de
lay and if this scheme of our financing 
of 5 crores of rupees is going to be 
made  capable of  being utilised by 
these  farmers,  there  must  be  a 
machinery through which they can uti

lise this.

Now, Sir, I would not go into de
tails.  I would  simply say, that what 
we are doing today is, in the absence 
of any suitable  machinery for utili

sing these loans, leading the horses to 
water.  But can we make them drink?

I will now come to the other part 
of clause 3, about the Industrial Fin
ance Corporation.  The ambiguity  I 

referred to is in section 21 of the In
dustrial  Finance  Corporation  Act, 
where the words 'maturing  ai>d re

payable  within a  period of not ex
ceeding 18 months’ seem to qualify all 
securities including the security that 
may be required by the ReaerveBank. 
This ambiguity has been  very effec
tively removed in the text of this Bill 
and even more Sq in the amendment 
standing in the name of the Deputy 
Finance  Minister,  because  in  the 
amendment it 1$  made  clear  that 
these words, ‘maturing and repayable’ 
particularly 'maturing’ do not qualify
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Corporation,  I  happened  to  have 

something to do with the floatini; of 
A loan of *7h crores of rupees.  That 

loan was intended to be used for the 
purchase of an Electricity and Tram
ways undertaking which was till that 

time owned by a  private  company, 
We  floated  the  loan; we  got  the 

amount and we had to continue  to 
carry on the amount on our  hands 

because the valuation of the assets of 
the Company took an unusually long 
time.  The  valuation  proceedings 

protracted for over one year and  a 

half.  Now, imagine an  amount  of 
7J rrores at 3i per cent, which comes 

to 24 lakhs a year.  We tried our best 
to invest this amount in short  term 
deposits getting about i per cent  or 

so and yet in one single  year  the 
tax-payer was called upon to pay 20 
lakhs of  rupees by way of interest. 
In our Reserve Bank Act much  is 
not said about Local Bodies.

Sir, I  find only  one  mention  in 
section 17 clause 4 of the Act.  But 
that mention is in connection  with 
the  loans  and  advances  against 
securities of certain kinds.  The kinds 
of securities contemplated under that 
section are not likely to be in posses
sion of any of these local bodies. But, 
in other countries, there  a definite 
procedure by which provision is made 
to give short-term  financing of this 
kind.  It can be  seen from what Is 
•done in New York.  Sir, I will  not 
•quote  because  it is a  fairly  long 
•quotation.

Mr. Depnty-Speaker:  Section 17(4)

is not touched by this Bill.  There is 
no amendment to that.

by temporary accommodations receiv
ed from the money market.  We have 

no money market in this country  uf 
the kind they  have in  New  York. 
Anyway the Reserve Bank may con
sider whether they will take a similar 

initiative in this case and do some
thing to help these Local Bodies.

Shri  Mohiuddin (Hyderabad City): 
We are very glad that the  Reserve 
Bank of India  has  been  gradually 

extending its interests to  the  most 
important industry of India,  that  is 

agriculture.  In the 1951  amending 
Act, the  State  co-operative  banks 
were placed on par with the schedul
ed commercial banks.  Under  this 
Bill, further facilities are proposed to 

be given to the co-operative societies. 
This interest is very welcome, but the 
Bill makes a departure of fundament

al importance from the principle and 
practice of central banking, and  the 
reason  for  that  departure, I  am 

afraid,  was  not  explained by the 
Deputy Finance Minister while intro

ducing the Bill.

The first departure that is made ic 
that instead of wholly relying on the 
soundness of security, liquidity  and 
negotiability of  the  assets  against 

which the advances or loans are  to 
be made, the Reserve Bank of India 
is to rely on the guarantee given  b>- 
a State Government  for  repayment 
of the principle or interest.  So far. 
in all the  sections of  the  Reserve 
Bank of India Act, the guarantee  of 
6 State bank was not introduced and 
this  is  the  first  time  that  the 
guarantee given by a State bank has 
been introduced for repayment of  a 
loan for commercial purposes.

Shri V. B. Gandhi:  Sir, after sub-
t?lause (4), i4A) and (4B) are added. 
Anyway, Sir, I have almost  finished 
«nd I will not take more than  two 
minutes.  Sir, the procedure which is 
employed in New York can be  found 
In a  book entitled,  ‘Planning  and 
Control of Public  Works*  by  Leo 
Wolman which is a welKknpwn book 
and there it describes how the City of 
l̂ew York finances its public works

The second departure was referred 
to  by  my  han.  friend, Shri V. B. 
Gandhi and that was that in  every 
section of the Act, whether for loans 
nr for  re-discount of bills, the  type 
of securities, which the Reserve Bank 
of India could accept, has been given, 
but in this Bill the Central Board has 

been given authority to specify  the 
security  that  they  would like  to 
accept.  This point has been referred
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to by my hon. friend, Shri  Gandhi 

und so I •am not ôin̂ to clarify it or 
speak about it.  What is the justifica
tion for introducing a new principle 

that the Reserve Bank of India may 

accept a guarantee of the State Bank 
and rely on that  guarantee?  The 
Reserve Bank of India in their  last 
annual report have forwarded  some 

justiftcaition for it, when they say—
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“In no other sphere perhaps as 
in that of rural finance is it of so 

little use for Indian conditions to 
turn for guidance to the central 

banking practice evolved for  the 
highly industrialised countries of 
Western Europe.  In this matter 
as in the extension  of  banking 
facilities  generally,  fresh  ap

proaches have to be thought out/'

That is the  only  justification  that 
the Reserve Bank of India, in their 
annual report, have  advanced  for
this new provision.  That ig a rather 

dangerous principle  which  we  are 
adopting.  So far the Reserve  Bank
of India  has been  working  very
successfully.  One of the  principles 
on which the structure, of the Reserve 
Bank is built is that it should confine 

itself to securities which are readily 
saleable without loss in the event of 
having to realise them.  That type of 
security must  have  the  Important
qualifications—liquidity  and  negoti
ability.  We are departing from that 
principle  and  this  departure.  I 
believe, is based only on the Informal 
conference of experts that was  held 
by the  Reserve  Bank of  India  to 
which the Deputy  Finance  Minister 
had also referred in his  speech.  I 
do not think thalt the Rural Banking 
Enquiry  Committee, of which  Shri 
Purshottamdas Thakurdag was  the 
Chairman,  had  made  this  recom

mendation. and it appears—I may be 
wrong  and  the  Deouty  Finance 
Minister may  correct  me if I  am 
wrong—that  this  recommendation 
that the Reserve Bank of India  may 

rely on the guarantee given by  the 
State Government, was made by that 
Informal conference.  If we accept the 
pnnciple that the Reserve Bank  can

accept the guarantee of the  Stateŝ 
It would simply mean that the Reserve 
Bank would not be looking into the 
stability and the  soundness of  the 

bank to which the loans  are  given. 

There ,would thus be a tendency for 
the  Reserve  Bank to say  "As the 
State Governments—and  finally  the 
Central Government—are giving  the 

guarantee for the repayment of  the 

loan, let us accept it.”  That is a bad 
principle for a central banking insti*- 

tution to adopt.  It is no doubt true 
that for medium-term loans, we have 

not got any specialised institutions at 
the present moment.  The resource.s 

of the State co-operative banks  are 
also short-term resources, except for 
their owned capital.  If this principle 
Is accepted, the State  Governmentŝ 

the co-operative movement and every 
other person  who is  interested  in 
rural finance will think that now  as 

the Reserve Bank is going to come to 
their help, there is no need for devis
ing any measures for raising medium- 

term loan or other finance for  the 
rural areas.  That would be a danger 

We should guard against.

You might have read in the news
papers that the  Reserve- Bank  of 
India  has  appointed a  committee, 
under  the  chairmanship  of  Shri 
Shroff, to investigate into the resourc
es which could be made available to 
industries other than those for which 
the Taxation Enquiry Commission is 
making investigations.  I have  not 
seen the terms of  reference, but im

mediately after the announcement of 
the  appointment of this  Committee, 
there were articles in  the  financial 

journals and economic journals  that 
the Shroff Committee is perhaos going 
to make enquiries into the ways ancf 
means of the Reserve Bank and com
mercial banks  providing  funds  for
long-term  capital  for  industries. 
Now, I do not believe  it—it may  be
speculation.  But  anyhow  that

speculation seems to be based on the 
provisionŝ of this Bill.  A departure 
that has been made in this Bill is that 

the  Reserve  Bank will,  on  the
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guarantee of the State batiks,  make 
advances  to  industries—small-scale

as well as cottage industries and lor 

rural finances.  Similarly, the Reserve 
Bank and the scheduled banks should 

also be  asked to give advances  for 
large-scale industries for capital pro
jects.  That is how one thing  leads 

to the other, and I hope the Deputy 
Minister for Finance will, in his reply, 

explain how it happens that we make 
without thorough  investigations such 

ân  important  departure  from  the 

principle that we have been following 

so far.

Shri K. K. Basu  (Diamond  Har
bour): Mr. Deputy-Speaker, Sir,  this 
Bill has been brought forward as an 
amendment to the Reserve Bank Bill 
and the hon. Deputy Minister has said 
that  this is  necessary  because  of 
certain intentions which seek to im
prove upon the present functions  of 
the Reserve Bank.  If you analyze the 

Bill, as it is, today, the main purpose, 
as pointed out in the Statement  of 

Objects and  Reasons, relates to  the 
extension of the scope of the Bank so 
far as, the agricultural operations are 
concerned.  You yourselves are  well 
aware that the  Reserve  Bank  was 

first established in our country  with 
one of the main intention dt extend
ing help  to  development  of  rural 

credit in our country.  But unfortun
ately, Sir, from 1934 to 1949—15 years 
it was a stiareholders* Bank, I might 
say, and it worked as an appendage 
of the Bank of England.  Very little 

was done, so far as the rural credit 
of our country is concerned.  It only 

organized  some  research  work  or 
some statistical data  and  published 
one or two books so far as the credit 

institutions in the  rural  areas  are 
concerned.  But we hoped that, when 
in 1949, the Reserve Bank was nation

alized, positive help would be  given 
by the Reserve Bank for the develop
ment of credit facilities in the  rural 

areas.  Sir,...

Shri B. Das: Property of the State.

Sliri K. K. Basa: I stand corrected. 

The Reserve Bank  became the  pro

perty of the State as-the shares were

purchased.  Then, we  thought  that 

the Reserve Bank would then  look 
after the  interests  of  the  nation, 
especially the  rural  credit of  our 

country.  But,  unfortunately.  Sir, 

nearly four years have passed.  but 

very little  has  been  done in  that 
direction. We found from the reports,, 

even the reports from the rural Fin
ance Enquiry Committee, about which 

mention has  been  made, stated,—it 

was repeatedly stated—that facilities 
shoijild be offered for the development 
of  rural  credit  institutions in  the 
rural areas of our country.  But, un
fortunately, Sir, as yet nothing  has 
been done.  I do not  know whether 

even the scheme which the  Reserve 

Bank was asked to  draft has  been 
made out.  I do not  know  whether 
the Minister  will be able to  throw 

any light on it.  But it is very  good 
that in many of the pious Bills  that 
we are passing, in the many legisla

tions that we  have  been  enactin̂i 
during the  last  year or so. we  are 

improving upon  the  existing  rules 
and powers of the Reserve Bank,  so 
far as rural credit is concerned.  You 
will remember, Sir. a few days back, 
when We were discussing the Banking 
Companies (Amendment) Bill, it was 
Dointed out that in the year 1952-53. 
two years after the promulgation  of 
the Banking  Companies  Act.  1950- 
when special provisions were made, a 
number of banks went into liquida
tion.  The Reserve Bank, under these 
regulations,  had  every  right  and 
power to enquire int© the  functions 
of banks which had failed.  There
fore, Sir, we are very much sceptical* 

as to the manner in which the  new 

powers that are sought to be  taken 
under the Bill under discussion  are 
going to be utilized in the interests of 
the nation.

Sir, so far as the general principleŝ 
to extend the scope of the  functions 
of the Reserv̂ ânk are  concerned, 
especially in r̂ pect of  agricultural 
credit of our country, we support the 

measure.  But  these powers are not 
enough: unless we set uo a machinery 
which  affords  long  terra, medium- 

term and even short term  credit  in
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the rural area, it is very difficult  to 
.see how  far this  legislation  will 
help us.

Sir, my hon. friend on the other side 
has said that after the passing of the 
Moneylenders  Act  in  different 
States of India rural credit facilities 
did not improve because in some areas 
new  forms of  usurious credit  have 
■developed and in some other areas the 

credit has shrunk.  Therefore, unless 
the Reserve Bank, as a national bank, 

has a positive policy to follow  and 
develop, it is very difficult to say  to 
what extent these powers  will  help 
us.

Then, Sir, under the new additional 
•clause, 4B,  the  hon.  Minister  has 
moved an amendment which seeks to 

restrict the loans and advances  for 
agricultural purposes.  I do not know 
what  is  the  import  of  this 
particular  amendment.  We  know 
in many rural areas  small  coopera
tives are held not  only by  agricul

turists but by artisans and the cottage 
industries.  They should also be help
ed by the credit facilities.  I do  not 
know whether the intention of  the 
Deputy Minister is to restrict the thing 
only to agricultural operations and not 

to the allied or more or less comple- 
nientary branches of the agricultural 

community of our country.  .

Then, Sir, here also they want  to 
restrict the scope of five years against 
which security has been specified  in 
this behalf by  the  Central  Board. 
You know from your own long experi
ence lî the affairs of the country that 
in  India,  being  an  essentially 
agricultural  country,  rural  credit
facilities  are  required  for 
longer periods.  We know that  the

Government have their  plans  and
huve their minor irrigation plans and 
many such things.  In  many  areas, 
Sir,  you  know  where  there is  a 
healthy cooperative movement,  the

villagers and the peopie  themselves 
might try to put up a small union or 
something else, for which some credit 
facilities are necessary.  So, in some 
of the States, where the  cooperative 
movement is very powerful,...

laneous Provisions) Bill

Mr. Deputy-Speaker: Are there  no 
land mortgage banks for  long  term 
credit?

Shri K. K. Basu: Very small num

ber.  They also do not  have  larg*? 
facilities.  Therefore, I feel that this 
five year period should be extendeJ 

to longer periods, because if we have 
a positive land policy we can try to 
improve the  land  system  of  our 

country, and hi the new set up  of 
things, it is absolutely necessaiy  to 

afford credit  facilities  for  longer 
periods.  Therefore,  I  could  not 
follow why the Utputy Minister  of 

Finance wants to restrict the period 
to five  years.  I  think the  period 
should be extended.  His amendment 
seems to restrict the original provi

sion.  That restriction should be re
moved, so that  cooperative societies 
for agricultural  operations,  urtisans, 
small industries etc. can come within 
the scope of this Bill.

There is another point, and that is. 

the advancing of loans to the  State 
cooperative  banks is  restricted  on 
account of the fact  that  the  State 

Governments  must guarantee  such 
loans.  I  consider  this  a  vory 
dangerous proposition.  It is possible 
that the Reserve Bank has not  got 
its offices throughout the length  and 
breadth of the country and therefore 
it has to rely on the recommendations 
and to some extent on the support and 
help of the State Governments,  but 
the fact that the loans  have to  be 
guaranteed by the State Governments 
will  mean that the  Reserve  Bank 
might develop a  feeling  that  they 
have no responsibility to shoulder as 
the loans are  guaranteed.  As  you 
know, cooperative banks are not ycl 
fully developed in all parts of  the 
country and for the  State  Govern
ments it is not  always  possible  to 
ronsider all the economic aspects  of 
the purpose for which loans are float
ed.  The Reserve Bank might tĥnk, 
"We have a guarantee from the St ate 
Government: we do not care how the 
money is  being  utilised by the co
operative banks or credit  societies.” 
In the initial st̂es, although  some
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£ort of recojiunendatlon or support ur 

qualified guarantee may be necessary, 
û:i the Reserve Bank must institute 
a machinery of its  own to find  out, 
check and verify in which manner the 

loans they are going to advance  are 

fioing to be utilised by the loanees.

As regards the proposal to advance 
loans to the Industrial Finance Cor
poration, the Deputy Minister î seek
ing to withdraw the limit on the loan 
that may be advanced. Originally  it 

was limited to Rs. 3 crores.  Now, 
according to the  recent  amendment 
of the Industrial Finance Corporation 

Act, the Corporation can advance  a 
loan to the extent of Rs. 15 crores to 
a company whose capital is only Rs. 
5 lakhs.  The Corporation being an 
independent body, it is very difficult 
lor Us to know the inner working  of 
this organisation.  The Reserve Bank, 
wnose entire  money is the nation’s 

money, is given the right to advance 
money to this independent body with
out any limit.  It may be that  the 

loan may or may not  be  properly 
utilised.  During the long dLscussions 

on the Industrial Finance Corporation 
amending  Bill,  there  were  many 
allegations made. Some of them were 
answered and an enquiry, committee 
was appointed.  I understand that its 
report has been submitted, but  we 
have not seen it.  The Industrial 
Finance Corporation’s idea may be to 
give credit to industrial  Institutions 
and the Reserve Bank may  advance 
money against bonds, securities  etc. 
of the Central Government.  But if 
there is no limit to which the Reserve 
Bank  can  advance  loans,  it  is a
dangerous proposition.  There must 
be some  restriction.  The  medium
period loans are to be for  eighteen
months  and if  the Corporation re
quires  huge  sums  of  money,  the 

Reserve  Bank should not be  called 
upon to bear the responsibility.  Here 
again, the entire  burden of judging, 
appreciating  and  verifying  the 
potentialities of the schemes or insti
tutions for which the money is to be 
advanced is  shifted  to the  Central 
Government  who  guarantees  the 

same.  The loan may be  guaranteed.

but the Reserve Bank for its part has 

to play a definite and positive rule in 
the development of credit for indus
trial concerns or in the rural sphere. 

The other day, during the discussion 

on the Banking Companiet Act, many 

allegations were made about the  in 
difference of the Reserve Bank.  It 

was alleged that the  Reserve  Bank 

did not come forward positively  to 
help when there was a crisis.  Practi

cally, it worked like judges who, when 

so;ne mistake is committed, go  and 
catch hold by the necks of the direc
tors.  This provision should be care
fully considered when power is given 

to the Reserve Bank to advance loans 
to the Industrial Finance Corporation 
without any limit.

Regarding  agricultural  credit,  I 
join my other hon. friends in saying 

that Rs. 5 crores is much too small fcr 
a country like India where rural in

debtedness runs to more than Rs. <#00 
crores.  An atten̂pt should be made 
to increase the amount to at least Rs. 
25 crores, so that the Reserve  Bank 
can effectively help the  cooperatives 
to advance money in rural areas.

As regards the high  denomination 
notes, much has  already  been said. 
We do not really know the result of 
the Ordinance on the subject, apart 
from the fact that, as the hon.  and 

learned Member Shri Chatterjee said, 
the blackmarketeers and shady people 
were rather panicky when the Ordin
ance  came  into  force.  The  hon. 
Deputy Minister said that notes worfli 
Rs; 1*25 crores had  not been traced. 
But that information is not enough. 
We should like to see to what extent 
the Ordinance has had effect on  the 

credit facilities in the country  and 
on the economic position in the coun
try.  Therefore, there should be  a 
thorough report before we can accept 
the  proposed  amendment  of  the 
Reserve Bank Act.  It may be neces

sary that  high  denomination notes 
should be there.  But as a result  of 
the war, we know how shady person;; 

and blackmarketeers amassed money 
in a shady way and how it had to be 

mopped up, so that inflation could be
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checked.  There is no  report as  to 
what extent, Government have  been 
successful in this.  We do not feel 
convinced by what the hon.  Deputy 
Minister has said and do not accept 

the immediate necessity to  reintro
duce the high  denomination  notes. 
We might wait for some time more. 
We should have a full report,  based 

on the studies made by the Reserve 
Bank itself, about the effects of  the 
withdrawal of the high denomination 
notes.

[Pandit Thakur Das Bhargava in the 
Chair]

5 P.M.

As regards the powers of advances 
taken by the Imperial Bank, 1  find 
that we are putting Ihe Imperial Bank 
in a different  category  from  other 
scheduled banks.  We feel that in the 
new set-up of things  the  Imperial 
Bank should be treated in the same 
way as  any  other  scheduled bank. 
When the Bill for nationalising  the 
Reserve Bank was  being  discusifcd, 
every Member said that the Imperial 
Bank also  should  be  nationalised. 
Yet, four years have passed and no
thing has been done.  The Imperial 
Bank  still  differentiates  between 
Indian industries and  foreign indus

tries in giving  accommodation  and 
credit. Instead of still calling it the 
"‘Imperiar* Bank of India, we should 
make it function in the interests  nf 
the nation and it should be put  in 
the same category as other scheduled 
banks.  The time has come when  it 
should be taken over in the interests 
of the nation, and thus stop the scope 
which is still  there for  the  under
ground way in which foreigners  tiy 
to help  themselves  through  the 
Imperial Bank.  It is no argument to 

say that while three or  four  years 
back there was only one Indian  r*n 
the Board of Directors today  there 
are two or three.  Ag very rightly 
pointed out  by the  father  of  the 
House there are Indians who work as 
lackeys of the foreign interests.  We 
know even  during the day* of our

national movement there were Indians 

who sided with the British  Govern
ment.  We feel that after the naiiona- 

lisation of the  Reserve  Bank, it  is 
high time the Imperial Bank alsu  i& 
nationalised.  Instead of doing that 
the Government ig trying to put the 
Imperial Bank in a different category 
from the other scheduled banks, whc-n 
it is known to everybody that  the 
Imperial Bank is  deliberately  and 
consciously  acting  against  the in
terests of national industry.  I do not 

wish to go into dfetails. because  you 
will not permit me to do that within 
the scope of this Bill.

The last point I would like to men
tion is the powers of the  Governoiv 
Under clause 8 of the amending Bill 
the Governor is put on a par with the 
Central  Board; that  means,  if  we 
accept this amendment, the Governor 
will have same power as the Central 
Board.  This I  consider  to  be  a 
dangerous proposition.  During  the 
course of the discussion on the Indus

trial Finance  Corporation  (Amend
ment) Bill,  Government  could  non 
answer several matters relating to the 
Managing Director.  It may be  that 
the  Governor is  appointed by  the 
Central Government; but in view of 
this dyarchy, or dual authority, there 
is  every  likelihood of  the  Central 
Board shifting the responsibility  on 
the Governor and vice versa. So long 

as the present arrangement is work
ing satisfactorily, I  do not see any 
reason for this delegation of power to 
the Governor.  It may be  that once 
or  twice  there might  have  been 
certain  technical  difBculties.  But 
that does not warrant delegation  of 
such wide  powers to the  Governor. 
Because if there is any misbehaviour 
on the  part of the  Governor, or he 
commits a mistake, the Central Board 
may as well say that they are not in 
the know of things.  Therefore,  I 
strongly oppose this provision.  There 
is no earthly reason for the  amend
ment  suggested  by  Government 
Several undertakings  work  on  the 
present basis.



Sir, I generally support this amend
ing Bill, so  far as  the extension  of 

credit to agriculture and cottage £<̂nd 
•small scale  industries is  concerned.

But I would request the Minister not 

to press the amendments to clause 8.
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w ̂   f+̂i I  ^ 

ft7t€ «TS# % WTSjTT ̂  I fifr fĉTf 
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Pandit K. C. Sharma (Meerut Distt. 
—South): Mr. Chairman, Sir, I am ra

ther surprised at the measure before the 
House.  The statement of objects and 

reasons runs thus:  “For some time 

past there has been a persistent de
mand for extending the facilities pro

vided by the Reserved Bank of India 
to meet the needr. of rural  credit”. 

Now, Sir, this is a very big question. 
And what is the remedy?  Five crores. 

of rupees.  And how much  circum
scribed?  Guaranteed  by  the  State 
Government.  And then to whom? Ta 
the activities jointly undertaken. That 
is, if some peqple combine  together, 

then the Reserve Bank will extend the 
credit facility provided it is guaran
teed by the State Government.

This rural credit problem is a very 
long and a very old one.  It is a 
the description of which is an outrage 
on everything that is  noble, every
thing that is human.  Five  hundred 
per cent, was the charge on interest. 
There were cases  when the  money
lender took away everything that was 
produced in the field no sooner than 
the crop was ready.  And with  five 
seers or at the most a maund the poor 
cultivator with his naked and starv
ing children looked to the  mercy of 
the money-lender.  That  institution, 

barbarous as it was, by God’s grace 
has passed away.

But what is the position now?  No 
credit is available.  That barbaric in

stitution which was an  outrage on 
everything human, everything decent, 
everything noble in life had passed 
away. But there is a vacuum. The 
bullock price has arisen from Rs. 200 
to Rs. 500 or Rs. 1.000.  In the month 
of July when the peasant looks round 
and  the  fields  await  tilling,  no 
money is available.  If  he goes to 
the money-lender what  the money
lender does is to  take  double the 
amount of loan.  That is to  say, if 
Rs. 500 is advanced as Joan, the note 
is written for Rs. 1.000.  And  then 
all the ornaments, everything availa
ble is taken as security. Double the 
sum in the pro-note and everything as 
security. And if he fails  to give it

 ̂ ̂    ̂̂  ̂

VTRT 3TR' 3rnr  3TPt Pp

 ̂  fsR?Rr %

pR1«T WT  ̂ I
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WTT 7  ̂I I % Terr
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the man is sued in a court of law and 
everything given as  security is for

feited.  This is a woeful tale.
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Now this n̂easure comes as a res

cue, to mitigate the difficulty.  And it 
is a funny sort of story. I did  not 
expect this at a time  when  there 
is so much talks of planning;  there 

ifi a very big Plan and a much bigger 
talk.  Only the other day the Plan
ning Minister was talking about it— 
■disjointed parts—and he  wanted to 
create an impression to the  outside 
world that this great country is chang
ing.  Even the words were not cohe
rent enough.  But this  country was 
rhangfng to the outside world.  What 
a funny picture!  With all  respect, 

with all humility I am forced to say 
thâ this situation is perfectly demora

lising.  I am sorry. I am  pained at 
the picture.  I say even the  words 
Avere not coherent enough.  Even the 

picture painted was not an accepta
ble one.  Do you think people are so 

receptive as to take  everything for 
granted?  Human  heart is human 
heart and human  intelligence is hu»- 
man  intelligence.  Hands  and 

feet  do  not  move  if  the 
words  do  not  carry  conviction. 

And the picture placed  is a perfect 
piece of foolery.  Here is a man get
ting at a thing here, a thing there, 
reading a statement,  then  saying 
something else and  trying to give a 
picture, which carries no conviction: 
this is  no picture at  all. Here Is 
another measure which says, 5 crores, 
15 months time: the  rural popula
tion will get credit and  everything 
will be solved. How could everything 
he solved, I fail to understand. How 
far will it carry?  Does it meet any 

need whatever?

An Hon. Member: No.

Pandit K. C. Sharma: I say agricul
ture was simply a subsistence occu
pation for ages in this  country. A 
man who could not do anything, will 
take to the plough and work day and 
night in the field and carry the bur- 
<icn of his body and soul. Now,  it

is changing from a subsistence occu
pation to an industrial enterprise.  I 
this the help that Government is going 

to give to this new industrial enter- • 
prise? What son of a  fun is it?
How  ' is  this  subsistence  oc

cupation,  changing  into  a  new
industrial  enterprise going  to  be

helped by  meagre  sum of Rs. 5 
crores, ana that  circumscribed  so
much; it passes one’s imagination.  I 

have heard peoĵle  say and  I can
imagine that in the primitive  ages, 

when man was not given to the sophis
try of reason and rationality, he will 
climb up the mountains, take a Itemboo 
stick and ask the sky to bring rains 
to the hungry earth.  But, I-could not 
imagine that after millions of years, a 

Finance Ministry could bring a mea
sure of this  sort and  dream df a 
solution of rural  indebtedness.  Mil
lions of years have passed after the 
age when man would jump on the 
mountains and ask the clouds to come 
down and give water to  the hungry 
earth.  Still, our Finance Minister is 
here to solve the rural credit problem 
with a sum of Rs. 5 crores.  circum

scribed as it is.  It is a funny picture.
I am very  sorry; this  soit  of a 
thing is not acceptable to reason and 

not acceptable to the  conditions pre
vailing in our country.

Kumari Annie Mascarene:  (Trivan
drum):  Mr. Chairman. I am extreme
ly .grateful to you for giving me this 
chance to speak at the fag end of îe 
day.

An Hon. Member: You are  entitled 
to that.

\

Kumari  Annie  Mascarene:  How
often do you get what you are entitl
ed to?

This Bill ought to have come long 
before.  In spite of my trying to pick 
a hole in this Bill and oppose it I 
must confess that I have failed and 
now I am on my feet to support this 
Bill.

The Finance Minister,—I  do not
find him here, to whom am I to speak?
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The Minister of Home  Affairs and 
States (Dr. Katju): Here am I and I

represent him.

Kumari Annie Mascarene:  When I

put a question belonging to the Finan

ce Minister to the Home Minister, he 
says it. belongs to the Finance Minis

ter.  How dare he now  listen to my 
speech on behalf of the Finance Min
ister?

The manner in which the  Finance 

Minister presented the Bill before this 
House, wailing and  weeping, dry as 
dust, made me feel that the Reserve 

Bank i/s going to be  insolvent.  Any 
way,  it is a sorry picture that  the 
Bill is not presented to the House with 
facts and figures, and with that clari
ty that will make every Member of 

the House feel that we  have a Bill 

belore us, in a very glowing manner.

I welcome this Bill as a necessary 
step in the re-organisation of  agri

cultural finance as well as consolidat
ing, adjû’ling  and  controlling the 
rural credit in India, which is the very 

nervous system of the agricultural and 
industrial life of  the  'nation.  The 
amendments are meant to enable the 
Reserve Bank of India to provide finan
ces for a wide range of  agricultural 
operations, short  term  finance for 

cottage and small scale  industries, 
medium term finance for agricultural 
development and for periods  more 
than 18 months and not exceeding 5 
years.  This is a great relief to the 

peasants and to the industrialists who 
are really on the verge of bankruptcy, 

and indebted to money  lenders, and 
it strikes at the very root of our rural 
economy.  Today we deplore the sorry 
plight of the peasant, the  ignorant, 

illiterate peasant,  fettered  by the 
bonds of the money lenders, and also 
driven to the extent of  bankruptcy. 
Today, we condemn the  system of 
production  and  distribution  which 
is deteriorating daily.  Today,  we 
find fault  with  the  system  of 
co-operative institutions, its inefficien
cy, and the instability of  commercial 
banks and Joint  stock  companies, 

want of capital, exorbitant  rates of 
interest, absence of scientific means 
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of cultivation and  a thousand other 
real and existing defects in our agri
cultural and economic life. I wish to 
recall to memory that historic insti
tution, that Act which I wish to ex
cavate from the layers of xiust in tht 
lumber room of history, that  Act of 
1793 passed by Lord Cornwallis,  con

demned by his own countrymen, that 
Act which rudely dispossessed  mil

lions of landholders of their land over

night, an̂ turned them  into  serfs, 

that Act which converted a respecta
ble agrarian society of self-sufficient 
village communities  into feudal ser
vitude by a stroke of the pen, that Act 

which created that  unholy trinity of 
zamindari, ryotwari  and  mahalwari 

systems of exploitation and. extortion. 
Today, the dark ages have gone, and 
days of liberty have dawned and the 

tender rays of liberty have, exposed to 
the world the infernal machinery of 
imperial  exploitation.  Thanks  to 

the  redeemers  and  thanks  to 
that organisation which rules  today, 
they have relieved  the  millions of 
landholders from the .clutches of im
perialism and now. the suffering mil

lions are given a relief by these amend
ments in the Reserve Ban)c of  India 
Act.  Besides the disorganised  agri
cultural finance with all its corruptin,g 
features and the  insecurity of  our 
rural economy, I wish to invite the 
attention of Government to the extent 
of our rural indebtedness as estimated 
by the Central Banking Enquiry Com
mittee.

The Committee says that the rural 
indebtedness of India amounts to Rs. 
900  Crores—Rs.  500  Crores  of 
long-term debt and Rs. 500 Crores of 
short-term debt.  The  total  working 

capital of agricultural and  non-agri- 
cultural societies amounts to  Rs. 80 
Crores, the rates of interest  varying 
from 2i to 10 per cent. Besides this, 
we have the chronic  calamities  of 
flood and famine with distresfsing re
sults recurring every year, and the 
present Government have  tried their 
level best to find a remedy by arrang- 
ihg a cricket match, the leader of the 
team excelling his youthful  compat
riots with acrobatic feats, in the air.
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<01 i»ui let me tell him thmt
it is m pcrmaaeat cemedj. that it ia 
no pecmanetit ;aolutioEi« that  geny- 
m&r\detme> vwiU Mt solve the problem 
^ uAem̂lojnnaBt.
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I regret'to >ekit eut that seven years 

are akeadr «ene end the Government 
had aggravated tiie  situation by inr 
volving the tiation into lease and lend 
transactions with foreigners who, with 
ulterior motives, preached  their arti
cles of faitti and  philosophy of col
lective security and international wel
fare with daniferous and infernal wea
pons high up in their sleeves and with 
designs of war and exploitation, spread 
all over the country. The  solution 
1 wish te suggest is not the lease and 

lend transactions with foreigners, but 
co-operation with the teeming  mil
lions of indta who are willing to offer 
their services, Who have stood by them 
during thMe hectic days of the free
dom struggle with  glowing thoughts 

and gleaming eyes, and who are still 
prepared to stand by this administra
tion with their co-operation and build 
up the edifice of our rural economy 
stone by stone. Come down from your 
pinnacle of power and be  one with 

them: the problem is solved,  instead 
of going abegging to this country and 
that country for this instrument and 
that instrument.

Seven years is nothing in the life 
of a nation. The only  country that 
had prof\te(l l̂y a short term is China 
and that by the magic of  their co
operative effort.  It Is not  late for 
those at the helm of affairs to plan 
and execute schemes of rural credit, 
schemes of a system of land  tenure 
and agricqlturial finance  which will 

lead to an equitable  distribution of 
land, production and cultivation on a 
scientific bîis and a nationalisation 
and consolidatioa of pur rural credit.

The AmendUneats have  given the 
Reserve JMiok power to develop insti
tutions lifUce thf̂ c<>̂>peratlve  credit 
society, the cpmmerxrial  bank,  the 
Joint stock co«;tjpifn/ etc.  A survey of

our rural indebtedness through bank
ing companies showed that a good per
centage of our debt had been contract
ed not for development purposes, but 

for  consumer  needs.  Co-operative 
credit institutions with their  ftozen 

assets have failed to serve the pur
pose.  Commercial banks  have  be
come insolvent and at  psychological 
moments, committees were appointed 

to look into these matters—and I think 
that the Gadgil Committee is one of 
them—and thejr have suggested con
cessions, loans and even  co-ordina
tion between banks, lower  rates of 

interest, and it is  these that  had 
driven the administration to  resort 
to these Amendments.  I must say in 
all fairness to this Goveniment  that 
at least once in their  administration 

they have acted wisely, provided the 
Finance Minister and his  esteemed 
colleague with a colic  temperament, 
the Minister for Commerce  and In
dustry, will not swindle away the pub
lic resources at their  command for 
uneconomic concerns,  provided  that 
they will bring those industries which 
have failed to produce  the  targets 
agreed, to book and exonerate them

selves. Otherwise, they stand before 
public justice indicted of gross abuse 
of their positions.

Now that the Reserve Bank of India 
is invested with  powers of  control 
over small banks, I beg to  suggest 
the consolidation and  nationalisation 

of our  banking  industry. Banking 
had been on the increase during the 
last decade or two, and  during the 
early years of the banking system It 
was clear that it was nothing but an 
expression of our  innate  genius to 
develop business.  Unfortunately, sub
sequent years showed that the bank
ing institutions, the smaller ones es
pecially, had to fail and then an at
tempt was made to concentrate  and 
amalgamate the smaller banks to such 
strength as to withstand  the  peril 
This is a measure that was found to 
be very paying in England.  Experien
ce of amalgamation and consolidation 
ol banks shows that it has  an ad* 
vanjtage and that the stability of the
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banking  structure  is  maintained. 
Therefore. I suggest that the consoli
dation and amalgamation of the smal

ler banks be done here too> and il 1 
Am not mistaken, the Reserve  Bank 

is in favour of that.  The  history of 
English banks shows that amalgama

ted banks stood the test of time and 
industry like the Lloyds Bank  which 

is the second  commercial  bank in 

England.  The same was followed in 
Germany, Canada an4 in tlie U.S.A.

Mr. Chalrmaii: i am #00:̂ to inter
rupt the hon. Member,  but  we are
not concerned with  consolidation of 
Banks here.  I have been hearing the 
remarks of the hon.  Member, but I 
fail to...

Kumar! Annie Mascarene: Being  a 

Bank question, I thought I would put 
in a suggestion.

Mr. Ghafrmaii:  I would  only  re- 
•Quest the hon. Member to  speak on 
the provisions of the Bill.  It has got 
nothing to do with consolidfition etc. Al
ready she has taken a pretty  long 
time, and there are a irood many spea
kers who desire to speak.  I  would 
requesft her Jtiadly to finish.

Kumari Aanle Masoarene:  I will
finish now.  I have  finished, Sdr.  I 
recommend that the  banking system 
in our country should be so based as 
to stand the rural credit and the agri
cultural reorganisation of the country.

Shri K. P. Trlpathi (Darrang): Mr. 

Chairman, Sir, I am thankful to you 
for having given me a chance to speak 

on this Bill.  I stand to welcome this 
Bill.  I consider this Bill as a very 
tiny step in the right direction.  As 
has been already  described, the  at
tempt to provide rural credit, under 
this Bill, is a very tiny one.  The 
amount of rural indebtedness, as com- 
paired with the provision made in the 
Bill,  makes the contrast very glar
ing.  But it is a step in the  right 

direiction, in thia way.  Hitherto it 
was somehow considered that agricul
ture did not require finance, and since 
It  was  subsistance  agriculture,  it 
could finance itself.  But X would like

to point out that whenever there was 
a crisis in industry, it is the Govern

ment which came to its help,  but 

whenever there was a crisis in agri

culture, Government did not come to 

its help. They merely gave doles and 
relief, and contented themselves with 

that.  With regard to production also, 

nothing was done by them.

Fcfr distance, in 1951, when thera 
was a crisis in the tea industry, there 

was a great stampede to the Govern
ment, and the result was that ulti

mately Government came forward to 

guarantee loans to the industry. The 

guarantee was that if there was loss 

to the extent of 10 per cent, that 10 
per cent, would be borne by Govern
ment.  But here, what do we find? 

Gk)vernment are advancing a loan, sub

ject to the condition that the whole 
loan must be guaranteed by the State. 

In other words. Government are not 
prepared *to share any loss.  That 
shows that  Government have  n»)t 

realised the chronic nature of  this 
problem.  The chronic trouble is that 
in this country wherever agriculture 
is going on. it has to depend  upon 
certain unpredictable factors.  It is 

said that after every two good crops, 
there is one failure crop.  If there is 
profit in the first two crops, it is wiped 
out in the failure crop.  It is this, 
which is the cause of the chronic pro
blem of rural indebtedness.  So, it 
you provide credit, you have to pro
vide it in such a way that it provides 
for  that  gap  in  his  production 
structure.  If you  do  not  do  that 
then you are not considering the pro

blem as a whole.

Take for instance, the case of the 
United States of America, which is a 

capitalist coimtry. How did they deal 
with this problem in 1929, when the 
crisis came? They dealt with the pro
blem as a whole, and completely. The 
other day, in the Banking Companies 

(Amendment) Billt Govmiment come 

forward with a provision for liqiiida- 
tion. But it was an incomplete mea* 
«ure.  There was no attempt to pro- 
:Vide insurance of deîsits, whereas la
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the United States, there was provision 
for insurance of deposits.  Similarly, 
in the case of the Industrial Disputes 
(Amendment) BUI. it did not apply 
to many of the industries,  whereas, 
if it is to be very effective, it has  to 

apply to all the industries.  In this 
case also, I find that this is a measure 

which v̂tlU not apply to the entire 
agricultural sector of our  economy. 
The amount of benefit which Govern
ment are coming forward to give, î 
very small.

The agriculturist in our  country 
wants these benefits.  Firstly, there 
must be some sort of insurance, so 
that, when his crops fail* he may not 

be without any money or  returns. 
Unless and until you provide for some 
sort of insurance,  you will see  that 
the purchasing  power wil  fall, and 
a lot of uncertainty will be introduc
ed in the market.

Secondly, there is the question  of 
fluctuations in market.  For that also, 
you have to provide some protection. 
But you have not done that.  In the 
U.S.A., they have provided this pro
tection, ,by means of the price support 
programme.  Unless and until  you 
have such a programme, you cannot 
finance the agriculturists in the  pro
per way.  It is very necessary that 
you should have some sort of crop 
payment system.  Otherwise, the agri
culturists will not be in a position to 
pay back.  Unless you provide for 
some sort of crop payment, you will 
not be in a position to provide rural 
credit for the agriculturist.

Thirdly, in  the United  States, I 
found that even for people, who were 
declared as unfit for being given .w 
credit by the banks, there was  on 
institution by Government  throujjh 
which, credit was given to him.  As 
soon as there was  application for 
credit facilities, the Government Ex
tension Services went and found out 
what  were  his  requirements,  how 
much he needed, and how much  he 
would be able to pay back, and  on
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this basis,  credit was available  to 
him. So, if  the  banks  refuse 
finance ihim. Government come  to 

his help.  Secondly, even when  the 
bank (;omes forward to give advances, 
there Js still the possibility of a loss. 
In that case, there is the insurance 

which protects him.

In this way, if you take t compre
hensive view of the problem,  and 

then make sufficient provision to meet 
the needs of the  agriculturists, it 

will be possible for you to give  ade
quate protection to the  agricultural 
industry.  Agriculture is a very pay
ing industry.  The other day, I was 
reading a report of the United Na*- 
tions, wherein it was stated  that for 
every ifitve rupees invested in agrî 
culture,  you get back one  rupee, 

whereas in the case of other indus
tries. for every twelve rupees  that 
you invest in them, you get  back 
only one mpee.  Therefore agricul
ture is a lucrative investment.  It is 

because you have not invested in agri
culture, that you have always  been 
finding that the purchasing power it 
unpredictable in the counlry,  Hfiflf 
can there be any plan, and how can 
the country’s economy be resuscitat
ed. if you do not protect the purchas
ing power of the people?

The purchasing power can be pro
tected, by giving a guarantee.  In the 
industrial sector, you find that every 
current expenditure is being financed 
by .bank loans, whereas in the agri
cultural sector, there is no such thing. 
Why cannot .the agrtcultural) sector 
be financed likewise?  In the United 
States, the entire recurring expendi

ture is borne out of bank loans, in the 
agHcultural sector too.  It is very 
necessary that you should take  a 
comprehensive view of the require
ments of the agricîtural sector bs 

a whole.  Unless and until you  do 
that, you will never know what the 
purchasing power of your people will 
be.  If that is not done, you will not 
be able to  that the ̂industriet 
that you set up will succeed.  It it



necessary to link the one with the 
other, and to begin at the bottom. 

The bottom  beginning  is the best 
beginning,  and  there  is  no 
beginning without that. If the bottom 
be open nothing can be contained in
side.  Therefore the bottom, viz  the 
purchasing power of the agricultural 
sector- will have to be protected, and 
for that purpose, you require a credit 
policy.  In the entire country, you 
have to map out the credit gaps, and 
then fill them up.  So far, you have 

not done that-  The  result is that 
even in the middle of the Five Year 
Plan, every year, you are coming for

ward saying that there is a crisis, be
cause the purchasing power has fal
len and so on, and that is why there 
'is unempioyment' etc.  U you pro

vide a  certain  type of  industrial 
structure, .but find suddenly that there 
is no purchasing power with the vil
lagers, nothing can be sold, and there
fore the whole economy founders. If 
the economy of the country is to oe 
resuscitated and built up, it cannot 

be done in this way.

I find there is verŷ little time be
fore me, and I know that the Chair 
is very much exercised about it. So 

I would not take much time, but  I 
shall  cdhfine  myself  to  requesting 
Government, with all the  intensity 
at my  command, to take a  compre
hensive view of our economy  and 
make provisions in  their entirety. 
This sort of tinkering with the pro
blem in a piecemeal manner, will not 
solve the problem at all.  It will re- 
hibiln’ 1̂0 imu.ch of an fexperimental 
measure only.  Why should there be 
an experimental measure in the irear 
1953, when you know from experience 
all the world over, that the credit 
policy of a natjlon Jias to be such 
and such,  and that it  should be 
comprehensive enough to provide for 

every gap?

Within the few moments at  my 
disposal, I would request  Govern-̂ 
ment to consider this problem in a 
comprehensive  manner,  and  make 
complete credit facilities  available 
lor the entire agricultural sector, in
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much the same way, as has been done 
for the industrial sector.

Mr. Chairman: The hon. Minister.

Shri Joachim Alva (Kanara); Sir, 
I want to  oppose the Bill.  I have 
some very important things to say. 

Please give me five minutes.  I want 
to put before the House things, which 

no hon. Member has said so far.

Mr. Chairman: I know every hon.

Member has something important to 
put before the House.

Shri Joachim Alva: I am opposing 
this Bill...

M)r. Chairman: The hon. Member 
may be opposing, but still I cannot 
caU every hon. Member at his sweet 
will...

Shri Joachim AIto:  The provision
regarding demonetisation...

Mr. Chairman: I do not want to 
enter Into a discussion.  The  Bill 
has been discussed at length. Now 
I am caUing the hon. Minister.

Shri Bogawat (Ahmednagar South): 
Can I have the five minutes  I had 
asked for?

Shri Joachim Alva: I find that the 
view that has beten expressed  re
garding both the provisions in  the 

Bill are wrong. This Is an Incomplete 
Bill.  The country is....

Mr. Chairman: prder, order.  I
know that the hon.  Member  will 
speak  relevant,  and  will  speak 
against or for the Bill.  But the diffi
culty is that I cannot call every hon. 
Member.

Shri Joachim Alva: if other  hon. 

Members have been given 30 minutes, 
I can certainly be given five minutes.

Mr. Chalnnaii: I have no doubt
that the hon. Member Is veiy compe
tent, but his competence i* not  in 
question here.

Shri Joachim Alva: It te very rare-
Jy....
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||r. Cbainnan: Order, ord̂r. The

only point is that I cannot call •wrj 
Member who wants to speak. That 

is the difficulty.  After aU, I  pro
pose to finish this Bill today. There

fore, I am very sorry.  I really want 
to give Ume to every Member, but 

the difficulty is that I cannot  «ive 

time to all ot them.

Sliri Bogawat rose—

Shri Joachim Alva: I stiU humbly 

submit to you that Members  have 
spoken for half an hour, 23 minutes 

and 35 minutes, and I shall put aU 
jmy arguments in ten minutes and 
things which have not been said by 

ethers.  I am opposing the Bill,  I 

rarely oppose a Bill.

Mr. Chairman: If he wants to op

pose, he can oppose it in the third 

reading.

Shri B, Das: You can speak on the

clauses.

Shri A, C. Guha: Sir. 1 tliink the 

Bill, as a whole, has received a favour
able response from the Members of 
the House.  Most of the Members, or

I can say all the Members, who have 
so far spoken have supported  this 

Bill, but at the same time, most  of 
(the* Members have got some points 
which they like to press before this 
House and before the Government.

Sir, first I think I should deal with 
some points regarding the Imperial 
Bank.  The reference in the Bill im- 
der discussion now to the Imperial 

Bank is only of a very indirect na
ture,  I am afraid, Sir, the Members 
have not been able to realise the im
plication of the  amending  clause 
which  has some  reference to  the 
Imperial Bank.  It is not that we ere 
going to give some special privilege 

to the Imperial Bank...

Shri Joachim

have.

Alva; You always

Shri A, C. Guha:... as some Mem

bers have imputed.  What we are do

ing; here is that any loan taken  bjr 
tJbe scheduled banks from (the Im

perial Bank should be exempted from 
the obligation of the scheduled banks 
to keep 5 per cent ot their loan as 

invested with the Reserve Bank  of 
India.  So we are not giving  any 

special'privilege or a new favour to> 

the Imperial Bank.

Sir, though it may  not be quite 

relevant to the Bill now under dis
cussion. Members have said  many 
things about the Imperial Bank.  I 

think I should try to dispel some of 
their misgivings.  Sir. the main argu
ments in favour of nationalising the 
Imperial Bank were three: (a) Most 
of the personnel in higher ranks of 

the Imperial Bank were a few years 
ago non-Indians; (b) In regard  to 
advances, there was  discrimination 
in favour of European  ĉompanies, 
and (c) the Bank derived unfair ad
vantages over other banks in regard 
to facilities for transfer of funds to 
curtrency chests and remittankies of 

notes through treasuries and branches 
of the bank.  As regards (a), viz.̂ 
the nationality of the senior staff of 

the Imperial bank, I have on pre
vious occasions stated in thî House 
and I am again giving the present 

position—the  staff  comparison  is 
between 1946 and 1952.  In 1946, the 
senior staff officers were 15 Europeans 
and 1 Indian.  Now, the position is:
11 Europeans and 12 Indians.  Then, 
as regards Assistant  Inspectors, Ifi 

1946, there was 1 European  and 1 
Indian;  now the  position is:  no
European and 1 Indian. In respect (f 
officers (1st grade), in 1946 there were 
23 Europeans and 1 Indian; at pre
sent 13 Europeans and  10  Indians. 
Sinxilarly, «ir, in total there were 
101 Europeans in senior grade 1» 
1946 and their number now Is 29; and 
there were only 73 Indians in 1946 

and the present position is that ĥeir 
number is 120.

Then, Sir, as regards (b), there 1* 
a weekly meeting of the  Imperial 
Bank and there all these applications
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trol being entirely in iM lUMs  of
Indians.
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for advances are considered.  A re
presentative of the Government  of 
India,  Shri A. D.  Gorwala,  npw 

attends the weekly  meetings of  the 
»bank and he is satisfied that  at pre
sent there is no discrimination what
soever against Indian companies. On 

the thirid point, about some special 
facilities so  long enjoyed by  the 
Imperial Bank over other scheduled 

banks as regards transfer of funds 
etc., that point also was considered 

by the Rural Banking Inquiry Com

mittee and it was satisfied that now 
the other banks also have the same 

facilities.

Then certain Members have men
tioned something about the  Imperial 
Bank not doing anything as regards 

rural credit.  I think the Rural Bank
ing Inquiry Committee made certain 

recommendations  and the  Reserve 
Bank have asked the Imperial  Bank 
to implement some of  these recom
mendations.  They have opened  34 
new branches during the last  two 
years' ând |lbey are going to open 
some  more  branches,  and  these 
branches are expected to do  some
thing in the realm of rural credit.

Shri K. K. Basu: Have  they given 
any loan or advance to any co-opera

tive society?

Shri B. Das: You are asking  the 
tiger—the exploiter—to look after the 

sheep!

Shri A. C. Guha: Then, as regards

the position of share capital, I think 
about  70 per cent.—I  may not  be 
quite  accurate—the  overwhelming 
majority is now in the hands of  In
dians. (Interruption  by Shri K. K. 
Basu).  In the Board also, Indians 
form the majority and the Managing 
Director of the Imperial Bank Is also 
an Indian now.  So  for all practi
cal purposes, the Imperial Bank is 
almost a nationalised  institution.... 
(Interruptions).. An  the  sense,  not 
as a Government institution....

Shri Xoachim Alva:  Bogus.

Shri B. Oaa:  May I Just ask the

hon. Minister U the Fbaxte Minis
try has accepted the Rural Banking 
Inquiry  Comnittee'a  vectmnienda- 

tions?

Shri A. €.  Oahu:  1 haire already
referred to that  Biatiify Committee 
Report.

Shri B. Dao: Yoû lave accepted

that the Imperial Bsmk Aouhl be the 
State-sponsored concern?  Feur years 

ago, the mandate of Hie Howe  was
that....

Shri A. C. G«lui: It is not a State 
tbank, but its  management kl  now 
mostly in the hands of Indians.

Shri K. P. IMpatlH: That is rot
enough.

Shri A. C. Galia: Mr. Das and, I 
think, Mr. Basu also hâre referred 
to certain other  t)iings.  I do not 
know where  they have found  that 
authority for such an allegation, that 
by this Bill we are placing the Gover
nor of the Reserve Bank on the same 
position and enjoying the same power 

as the Central Board.  Sir,  are 
not doing anything of this sort by 
this Bill.  What we are doing is this. 
In Section 8(3), there is a provision 
whereby the Governor, if ko is ab

sent, can authorise one of the Deputy 
Governors to attend the meetings ol 
the Reserve Bank and give his vote. 
Now, the  word 'absent' has a  very 
restricted meaning. So we are simply 
providing that when the Governor is, 
for any reason, unable to attend any 
such meeting, a Deputy  Governor 
authorised by him in this behalf  m 
writing may vote for  him at that 
meeting.  So we are not do!6g any

thing... ,

Shri K. K. Baaa: We have xeferred 
to clause 8 of the  amending Bill— 
section 58 of the present Act.!

6 P.!«.
i '■

Shri A. C. G«k»;  There, also the 
word 'Governor' sttftll be omitted̂ In 
this Bill we are act golag to pi.cs
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the Governor on the ?ame lootinic as 
the Central Board.

1 think most of the other grievances 
have been about the paucity oftunds 

for rural credit.  Sir, by this  Bill 

we are placing 5 crores for medium 
term loans for agricultural purposes. 

Most Members had  used  indignant 
xvords about this paltry sum  of  Rs.
5 crores.  But, I should like to draw 

their attention to one factor, namely, 
the funds available with the Reserve 
Bank.  The Reserve  Bank  has got 
in all only Rs. 10 crores to be given on 
loans other  than short term  loans. 

That means the ^mount  available 
with tke Reserve Bank as  capital 
and  reserve fund is  only Rs. 10 

crores.  Out of that Rs. 10  crores, 
Ra.\ 5 'crores are being ear-marked 
for medium-term credit for agricul
tural purposes.  Besides this,  there 
are other obligations of the Reserve 
Bank.  We are  ̂placing a  certain 
amount also for *the State  Finance 
Corporations,  for  Warehousing 
Development Board, for Central Land 
Mortgage Banks etc.  So. it is  not 
possible for the Reserve Bank, consi
dering the funds available with them, 
to give any further amount for mid

dle term credit for agricultural pur

poses.

Sir, Members  might have the im- 
pressio* that the Reserve Bank be

ing the bank of the Government  of 
India or the Reserve Bank being the 
note-issuing  authority, they  might 

print some crores of notes and give 
credit for agricultural purposes.  I 
am afraid, that it would not be  a 
correct estimate of the Reserve Bank’s 
functions and responsibilities.  I may 

agree with them that  these Rs. 5 
crores may not be quite adequate for 
the purpose.  There also, I should 

like to remind them that this is not 
the only amount the Reserve  Bank 
is going to give for agricultural pur

poses.  Besides this, under section 
17(4), the Reserve Bank has already 
given  about Rs. 12  crores to the 
different State Ob̂peJrative  Banks
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foiy seasonal agricultural operations. 

Then, Land Mortgage  Batiks also 

have received a little over half-a-crore 
of rupees from the Reserve Bank. Then 
there are other forms of agricultural 
loane. The Members cannot expect the 
Reserve Bank to be the only machinery 
for financing the agricultural opera
tions of India. ^

Sir, some time ago, I had to reply 

to a debate in the other House re

garding  the  Agricultural  Finance 
Corporation.,  That proposal also is  ' 
for the consideration of the Govern
ment. Moreover, the Members know 
that  just at present the  Reser\e 

Bank is having an enquiry into the 
ggricultwralj treldî system cind the 

method of doing that. As soon as the 
report is received, the Reserve Bank, 
and I think the Central Government, 
will formulate their policy as regards 

agricultural credit as a whole.  But 
If Itjie \hon. Members have thouglht 

that the purpose of the Reserve Bank 
is to finance the entire agricultural 
credit of the  country, then I  am 

afraid that they must have  a very 
wrong conception of the responsibi

lities and potentialities of  the Re

serve Bank.

Certain Members also  raised  the 
question of Land Mortgage  Banks. 
Though not quite relevant, I think 1 

should mention here that there  ate 
now 286  primary Land  Mortgage 
Banks with over 2 lakh membership 

and they have got about 7 crores of 
rupees as capital.  The Central Land 
Mortgage Banks numbering 7 have also  ̂
got almost an equivalent  amount of 
capital and 6-74 crores as debentures. 
Whenever the Central Land Mortgage 
Banks open any debentures, the Re
serve Bank usually purchases 20 per 
cent, of the debentures and thereby the 
Reserve Bank has given assistance to 

the extent of 54 lakhs to the Central 
Land Mortgage Banks.

Shri S. S. More (Sholapur): Whit 
is the total advanced by the different 
Land Mortgage Banka  to the diff* 
erent cultivators?



that co-operation is a State subject and 
not a Central subject.  But even then 

the Reserve Bank has taken upon it
self some responsibility of supervising 

the activities of the Co-operative Banks 
and I think the Reserve Bank will 
thereby exercise  some control and 

authority over the activities of  the 
Co-operative Banks.  As regards the 
rate of interest that the co-operative 
banks  charge  from the  primary 
tenants when giving them [loans, it 

was mentioned here today and several 
times on previous occasions also that 
the co-operative  banks charge  an 
unusually high rate of interest  from 
the primary tenants.  That is why 

the Reserve Bank has now taken up

on jtself the task of having some sort 
of supervision over the activities of 
the co-operative banks.  I hope that 

difficulty also WQuld, to a certain ex
tent, be obviated.
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6hri A. C. Guha: That is not avail
able with me.

Shrl S. S. More: That is relevant.

SEiri A. C. Guha:  The money with 

the Land Mortgage Banks  must be 
given to the tenants; otherwise what 
ifi  the purpose  of keeping  money 
with them?

Shri S. S. More: I am not here to 
explain the purpose; that If not th« 
fact.

Shri B. Das:  You exercise control
4>yer such State Banks.

Shri A. C. Guha: Mr. Gandhi  snd 
some other Members have raised the 

question of security and the machi

nery for operating these things. Sir, 
in the Bill itself, it Is mentioned that 
for cottage and small-scale  indus
tries, the machinery wotdd be  the 

State  Co-operative Banks and  as 
far as the security, is concerned, the 
Bills  of  Exchange  etc.  shall  be 
guaranteed by the State Government. 
I think in the Bill alsp It has been 
mentioned that these are to be final

ly approved by the  Reserve  Bank 
and so there may  not be  just now 
any finality in  this matter.  Now, 

this will be considered later on when 
these are put into operation and the 
Reserve Bank will have the proper 

security.

Then, certain things have been said 
•bout the  State  guarantee.  Sir, 
State guarantee is only for the medium- 
term loans.  It is not possible for the 
Reserve Bank or for any central organi
sation to have supervision all over the 
country and see how the medium-term 
loans are being operated. So, it is felt 
necessary that the State Government 
should guarantee  because the State 
Government  is the machinery  that 
supervises  the activities  of the Co
operative Banks and the Co-operative 
Banks function under the State Gov
ernments.  It may be stated here, Sir,

Shri S. N. Das has  mentioned that 
out of Rs. 12 crores advanced by the 
Reserve Bank to co-operative banks 
for agricultural purposes, most of the 
loans have been  taken by Madras, 
Bombay and two other States. That 

is no fault either of the Reserve Bank 
or of the three or four State Govern
ments which can get the  advantage 
more than other State Governments. 
That is simply due to the fact that in 

most of the other States the co-opera
tive movement is not properly orga
nised and it is the responsibility of 
the State Government to  organise 
the co-operajtive movement.  It the 
State Government has not been able 
to do that and if there has not  been 
proper co-operative movement in ihcf 
State, that is no fault of the Reserve 
Bank.

Shri Mohiuddin Ahmed has men
tioned about the ShrofT Committee.  I 
think he is right that the ShrofT Com
mittee will consider the question of 
financing industrial oiiganisations !n* 
India through banking organisations. 
At present, the position is not very 
satisfactory, and that Is Why the Re
serve Bank has started this enquiry.
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I think thi» refertnce to the Shroff 

Committee will go to prove that the 
Resenre Bank is not ignorant  about 

the necessities either in the agricul
tural Md or in the industrial field.
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Shri Tr̂ thi has motioned some* 

thing about the U.S.A. and has drawn 

a comparison between what has been 
done in the United  States and  in 
India, and he has  suggested that 
there should be crop insurance  in 
India.  I would  like to remind  him 
that agriculture in India  is not at all 
on the same  footing as agriculture 

in the  United States.  Agriculture 
there means big farming and here it 
means small  tenements—sometimes 
one acre and sometimes two  acres 
and the  average is two to  three 

acres—and so it is not  possible to 
have the same measure here as in 
the United States.

As for high denomination notes, I 
think Shri Chatterjee has said that 
I have tried to over-simplify the pro

vision here.  Not at all.  Out of the 
Rs. 138 crores of high denominational 
notes, almost all have come back to 

the Reserve  Bank and  they have 
been cancelled; only Rs. 1*25  crores 
of high denomination notes have not 
come and some of these may  have 
been eaten by white ants and some 

may be in hiding.  By this Bill, even 
while we are providing for the issue 
of new high denomination notes, we 
are not repealing the ordinance which 
demonetized high denomination notes 
in 1946.  The notes issued prior to 
the  passing of this Bill will  still 
continue to be demonetized and will 
not be legal tender. There need not 
be any fear in the  minds of hon. 
Members that those old notes are be

ing made legal tender and will come 

back  to swell the  black-marketeers’ 
pockets.  I don't think there should 
be any appiehension on that account. 
It is only the new notes to be issued 
after the passing of this Bill  that 
will be legal tender and that w?U 
have the  authority of the  Reserve

Bank.  Though some Members have 

admitted the necessity of the issue 
of  the  high  denomination  notes, 

others have almost said  something 
baneful b̂out it.  As I have  said 

before, most ot the business organisa

tions,  chambers  of  commerce  and 
banking associations  have  been re

peatedly  asking  Government  for 
high denomination noies and these 
new n6tes to be issued after the pass* 

ing of this Bill will be legal tender— 
not the old notes  which were de

monetized by the 1946 ordinance.

I  hope  I  have  covered all  the 
points mentioned by hon. Membera 
and I hope the House will be please<1 
to pass the Bill.

Mr. Ghainnan: The question is:

*That the Bill further to amend 
the Reserve Bank of India Act» 
1934 and to make special pro
visions in respect of certain higb 
denomination  bank  notes,  be 
taken into consideration.”

The motion was adopted.

Clause 2.— (Amendment of section 3, 

Act II of 1934)

Mr. Chaliman: The question Is:

**That clause 2 stand  part of 
the Bill.**

The motion was adopted.

Clause 2 was added to the Bill.

Clause 3.— (Amendment  of section 
17, Act II of 1934)

Shri A. C. Guha: I have two amend
ments to clause 3. I beg to move:

(1) In page 2, line  16, after 

“advances” insert  **for agricul- 
tura; purpose**.

(2) In page 2« lor lines 31 to 
39, substitute:

**(a) î payable on demand or 
on the expiry of fixed i>eriods not
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exceeding ninety dayi  from ih9 
date of such loan or  advance, 

against securities ol! the Central 

Government or of any State Gov* 
emment; or

(b) repayable on the expixy ci
fixed periods not exceeding eigh

teen months from the  date of 
such loan or  advance,  against 
securities of the Central Govern- 
men! of any maturity or against 

bonds and debentures issued  by 

the said Corporation and guaran
teed by the Central Government 

and maturing  within a period 
not exceeding  eighteen months 
from  the date of such loan  or 
advance:**

Mr. Ĉirman; 

ed:

Amendments mov-

(1) In  page  2,  line  16,  after 

'‘advances” insert  “for  agricultural 
purposes*’.

(2) In page 2, for lines 31 to  39, 
substitute:

*‘(a) nepsprable on demand or 
on the expiry of fixed* periods not 
exceeding ninety days  from the 
date of such loan or  advance,
against securities of the Central 

Government or of any State Gov
ernment; or

(b) repayable on the expiry ol 
fixed periods not exceeding eigh
teen months from the  date of 

such loan or advance,  against 
securities of the Central Govern
ment of any maturity or against 
bonds and debentures issued  by 
the said Corporation and guaran
teed by the Central Government 
and maturing  within a period
not exceeding  eighteen months
from the date of such loan or 
advance:**

Shri  Joachim Alva:  Before you
proceed further, may I ask one ques
tion, Sir?  As this Bill is a very im
portant Bill, I  wish to know why 
the Finance Minister is not present

(i£ the House vltlt bii  uorivmUM 
knowledge  and  experience  of  the 

working of  the Reserve  Bank  of 
India.  Of course I have  great res
pect for the Deputy Finance  Minis
ter who has been in the prison yards 
of the world, including  South-East 

Asia.

Chminmit It was not nece»> 

sary for the Finance Minister to have 

been present.

Shri S. S. More:  Is it not a slur
on the Deputy Finance Minister, SlrT

Mr. Chfttrman: Order, order.

Shri A; C. Gaha: I have moved my 

two amendments. Sir.  I would  like 
to say only one word in this connec
tion.  Shri Basu had an apprehension 

that we are deleting the proviso—

‘‘Provided that  the  amount

of loans and advances  granted 
under clause (b) shall not at any 

lime  exceed  three  crores of 
rupees in the aggregate.**

We are not doing that. The wording 
of the original Bill was not  ûite 
clear—̂‘'against securities of the Cen
tral Government or of any State Gov
ernment repayable on demand...”  “Re
payable”  may refer to anything and 
that is why the new wording is put in 
order that there may be no ambiguity 

about the meaning.

Shri K. K. Baaa: So, that proviso

stands?

Shri A. C. Giiha: Yes.

Shri V. B. Gandhi: I beg to move:

(i)  In page 2, line 27, after “aggre

gate” add:

“and that it shall not be utilis

ed for  other than  agricultural 
purposes.’*

•(ii) In the amendment  moved by 
Shri Arun Chandra Guha printed as 
No. (2) in sub-section (b), omit “and 
guaranteed by the Central Government 
and”.

♦Deemed to have been negatived in view of the adoption  of the  main 
amendment.



[Shri V. B. Gandhi!

Sir, here In, clause 3(c), we contem

plate the provision ol loans and ad
vances to state cooperative  socie

ties to an extent of Rs. 5 crores. But 
what is more important is that  these 
loans are going to be for periods ex

tending from 15 months to five years.
Now, my amendment would only—I 
think it Is by way of a very sensible 

precaution—enable  to remind  the 
cooperative societies that  after aU 
these large sums which are being ad
vanced to them for fairly long periods 
are to be used not for any  other 
purpose but for the purpose for which 
those loans are intend̂, that is, for 
agricultural purposes.  I do sincerely 
hope, Sir, that the Government will 

find it possible to accept this amend
ment.

T̂ n about the next amendment.
The words '"and guranteed by  the 
Central Government and** seems  to 
me to be superfluous ibecause in sec
tion 21 of the  Industrial  Finance 
Corporation Act, it is  clearly stated 

that “bonds and  debentures  of the 
Corporation shall be guaranteed  by 

the Central Government as to the re
payment of principal and the  pay
ment of Interest at such rates,*' etc.
So, the industrial finance  corpora

tion is not free or authorized to issue 

any bonds and debentures which  do 
not have the guarantee of the  Cen
tral Government.

Bfr« Chairmaa: Amendment moved:

In  page 2,  line 27, after  “aggre

gate” add;

“and that it shall not be utUit-
ed for  other  than  agricultural

purposes.**

Shri N. B. Chowdhofy  (Ghatal): I 

beg to move:

In page 2, line 27. for “five** substi
tute “twenty-five”.

I wanted to speak on this at length 

but now that I have to speak on the 
clauses, I have to confine myself to a 
tew  minutes.  Sir, it has been said
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in the statement of objects and rea- 

eon̂ that the imain purjpose of the 

Bin is to extend credit facilities. The 
point has already been criticised, and 
anybody who knows the number of 
rural people in this country, the num

ber  of  peasant  families  and  the 
percentage of the peasant population 

that  requires  agricultural  loans, 
would surely feel how meagre  this 

amount is. Sir, it really appears to be 
a drop in the desert. We know that 
if only three crores of peasants  re
quire agricultural credit, a year, then 

it will require many crores of rupees 
—maybe ôre than 100  crores of 
rupees, even if you give at the rate 
of Rs. 35  per peasant.  Sir, it has 
been observed that the Indian pea

sants in general aiie born in debt, 
they live in debt and  die in debt. 
This is a well known saying.  There 
is no need to deal at length on this 
point, but when we see that in the 
five year plan they have not provid
ed much for Industrialization of the 
country, at least one thing they have 
said, that is, they will do all they 
can to develop agriculture during the 

period of the plan.  Is this the way 
to devedop agricultufje during  this 
period?  Already half the period of 
the Five Year Plan has passed.  Now, 
in the course of the next two years, 
how much are we going to do by this 
means? It has been said that it is not 
the only  means  by  which  we are 
providing credit facilities.  There are 
other  agencies and State  Govern
ments are also providing something 
by way or rural credit to the village 
peasants.  But we know from  the 

operation of these agencies in diffe
rent States that the amount  which 
they provide for this purpose is very, 
very meagre.  From  my experience 
of a State—̂ West Bengal—I know the 

mechanism  of the distribution  of 
agricultural credit.  Here,  reference 
has been made to the state co-opera

tive banks and many hon. Members 
wanted to know about the machinery 
through which the Government are 
going to  control the  collection and 

distribution of the amount.  So far
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as 1  know» in  West  Bengal,  the 

mechanism  is this: so  far as the 
seasonal loans  to which the  hon. 
Minister has referred, the mechanism 

is that they ask the members of the 
rural co-operative credit societies to 
mortgage their land.  They have to 

register their land with the central 
co-operative bank.  Then there is the 

State  Co-operative Bank,  and we 

know that the rate of interest which 
the peasants have to pay to the pri

mary credit societies is much higher 
than the rate at which even certain 

State  Governments  provide  loans. 
The rural people require  the loan 
for different  purposes—cattle piw- 

chase,  general  agricultural  opera
tions, etc., and at least 50 per cent, 
of the cultivators cannot  continue
their agricultural work without some
sort of credit facilities.  This is the
position.  The Government are  go

ing to provide only a paltry amount

of Rs. 5 crores as loan.  It has been
stated here that this will serve not
only the purpose of ordinary agricul
tural loan.  Here, the definition has
been extended and it .would include

animal  husbandry, and all sorts  of
[things—prpcessin]g, g|fnning, Wc., If

it is so,  then how  much of  this
•mount will go to the ordinary pea

sants, such as share  croppers, small
tenants, etc., to whom the hon. Minis
ter has referred?  We really think,
that when the Government is provid

ing only such a small amount, then,
they are not genuinely eager to help
the vast agricultural people In  this
country.  All their talk of extending
facilities to the rural people is simp
ly shedding crocodile tears, so to say.
Otherwise, what is their idea?  The
States  Industrial Finance  Corpora
tion  and  the  Central  Industrial
Finance Corporation have to undertake
all  the  responsibility  to  provide
securities for the investments in cer
tain firms.  What is the security that
the States  provide in cases of loans
and grants to these state co-operative
banks?  The State Co-operative Banks
ask the State Governments  to make
arrangements for this,  and the State
Governments ask their executive offi
cers in the localities to as the peasants

to register their land, so that they may 
get a certain amount of loan. So, in this 
way, the peasants have to mortgage 

their land.  They have done it during 

Ijhe last two years.  We have seen 
that they have done it by registered 
deed, they have mortgaged their land 

with the central co-operative banks 
and it is only after such registration 

has been made that they are allowed 

to have a loan of say Rs. 100 or Rs. 
150. But even then, they must  be
agreeable to certain conditions, such
as, no transfer of these lands during
a particular  period,  and there  are
other difficulties.  Here, it has been
said that they will have to pay back
the amount within 15 months to five
years.  That is the longest period. In
the case of the seasonal loan to which
the hon. Minister has  referred, the

peasants  suffer a great deal.  The
peasants who apply for loans  want
to get it in time so that they may be
able to  undertake the  cultivation

work in time.  But the working  of
this bank and the co-operative socie
ties and of the Government take much
time.  The result is that the peasants
have to take money when the agricul

tural season had already started, and

they have to. k

Mr. Chairman: Thtf hon. Membef h
transgressing the limits of  relevancy. 

He is speaking about the methods of 
advancing  loans  by  co-operative 

societies. We are only concerned with 
Rs. 25 crores instead of Rs. 5 crores. 
That is the only question.  The hon. 
Member must address himself to this 

question.

Shrl S. S.  More: In  order  to
strengthen his argument.

Mr. Chairman: The hon.  Member 

does not need an advocate.

Amendment moved:

In page 2, line 27, for '̂flve” substi

tute “twenty-five”.

Some Hon.  Members: It is .now

half past six; let us adjourn.

Mr. Chairman: Let us  finish this

clause.
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Shii S. S. More: Some of us would 
like to speak oa this clause.

Hr. CXuannu:  During the ThM
Reading every Member can have an 

opportunity to speak.

Sliri S. S. More: I want to make

certain specific  references  in con
nection with this clause, particularly 

Ihe provision of Rs. 5 crores.

Mr. Ohainnait: This point was re
peatedly made during the general dis- 
'cussion and the hon. Deputy Minister 
has also replied to this aspect of the 
case.  The arguments will practically 

be the same.

SCiri S. 8. More: With due deference
to you, you are anticipating my argu
ments.  1 should like to cover some 

new ground.

Mr. Cfaairtnati:  This new  ground

could be covetred duriaig the Third 

Heading also.

Sbri 6. S. Mere: But. unfortunate

ly, we fail to catch the  ere of the 
Chair. \

Shri N. B. Chowdhnry: My point in 

asking for more money is to indicate 
that the amount  provided here is 
hopelessly inadequate.  I have asked 

tor only  Rs. 25 crores.  When  the

rural indebtedness  exceeds As. dOO 
crores, this provision of Rs. 25 orores 
is a drop in the ocean.  Hon. Memr 

bers from all sides of the Houee hatrtf 

emphasised this aspect of the ques

tion.  As a matter of fact the  only 
importiint thing in thia Bill is the 

provision for rural  credit.  So, my 
amendment deserves  ^̂areful consi

deration  on the  part of  the hon. 

Deputy Minister and I hope he will 
see his way to accept it.

1Shti S. S. More rose—

Mr. diainBaii: It is now past six 

thirty; there is no quorum also.

Shri S. S. More: Can 1 have a chance 
tomorrow, then?

lb*. Chalrmaa:  The hon. Member

can  try to  catch  the eye of  the 
Chair.

Shri S. S. More: Are we adjourn
ing for want of quorum, or want of 
time?

Mr. Chairman:  How can we pro
ceed when there is no quorum in the 
House?  The House stands adjourned 
till 1-30 P.M. tomorrow.

The House then adjowmed till Half 

Past One of the Clock on Tuesday, the 
8th December, 1953.




