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RESERVE BANK OF INDIA
(AMENDMENT) BILL

Mr. Speaker: The House will now
take up clause by clause coasideration
of the Bill further to amend the
Reserve Bank of India Act, 1934. The
time allotted is 2 hours.

Shri A M. Thomas (Emakulam):
Shall I suggest to you that the clauses
may be divided into three or four
categories for purpose of consider-

ation?

Mr. Spesker: There are no amend-
ments to the Bill. ’

Shri A M. Thomas: They deal with
specific subjects and so they may be
divided into three or four categories.
I would humbly suggest that c'auses 2
to 6, 12 and 13 dealing with the abo-
lition of the Local Boards may be
taken up for consideration together, as
one group. Clause 7 is immaterial.
Clauses 8 and 9 may form cne group.
Clause 10, with regard to the raising of
the ratio of the various banks, may be
taken separately. Then there is clause
11 to be considered.

Mr. Speaker: We will group them
under these heads A, B and C. A
will be clauses 2 to 6. 12 and 13;
B will be clauses 8 and 9; C will be
clauses 10. The other clauses are no*
of equal importance. Now we take
up the first group, that is clauses 2
to 6, 12 and 13.

Clauses 2 to 6. 12 and 13,

Shri A. M. Thomas: [ oppose these
clauses 2 to 6, 12 and 13. Some of
the arguments in favour of the dele-
tion of these clauses I have already
advanced when I spoke on the general
discussion of this Bill. The justification
for the abolition of the Boards set forth
in the notes on clauses at page 9. It is
stated there that the L.ocal Boards at
Bombay, Calcutta, Delhi and Madras
are mainly attending to the work of
the Reserve Bank connected with the
transfer of shares, scrutiny of claims
to shares belonging to deceased share-
holders, etc., with the transfer of the

have been transferred to the Local @
Board for consideration and necessary :
recommendation and advice. This was %
not evidently being done. The initia-
tive for abolition according to the
Minister came from the Local Boards.
There is no reason whyv the Local
Boards thiemselves should have said,
“There is no necessity for us to exist
any longer and. therefore, abolish us®,
but for the fact that they were not
entrusted with enlarged functions. I
do not think in the usual course of .
things we can expect the Local Boards -
to take the initiative and say—parti- .
cularly when they are the Local
Boards of such a very important
institution as the Reserve Bank—that
they may be abolished. So, I think
there must be something more than
what is mentioned by the hon. Minis- |
ter in the notes on clauses ag well as
ia this gpeech for the initiative that
has been taken by the Local Boards.

Section 8(1)(b) of the Reserve Bank
of India Act reads:

“The Central Board shall consist
of the following Directors, namely:

L L L -
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that was a very healthy provision. It
would give representation to the
_ various regions; it would also give a
more democratic set-up to the Central
Board. Because of the abolition of the
Lecal Boards, the Central Government
,Would not be in a position to make any
such choice. This is evidently a retro-
grade measure when we are
moving more and more towards
decentralisation. = Wherever possible
we must see that the principle
is given effect to. In the matter of

the various parts of the country when
it decides on policy matters without
the benefit and advice from the Local

The remedy is not in the abolition
of the Local Boards. It lies ir giving
them more advisory functions and in
useful. The

1 It is not
only a Government bank; it is the
stabili-

come the opportunity to get the advice
fiom the Local Boards. The hon.
Minister should be persuaded not to
press for this provision here. The
Local Boards must be given more
advisory functions and thus made
more useful rather than  being
abolished.

Shri T. 8. A. Chettinr (Tiruppur):
In the speeches made during the
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perly. Why were they not utilised for
any other purpose? That they have
not been utilised properly is no reason
to abolish them, It is dangerous to
do so.
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If there are Local Boards, they can
ventilate their opinion at least; there
would be some opportunity for ‘hem
to ventilate their opinion. Now, even
that is sought to be taken away. It
is very dangerous and wrong to do so.
I do not think the Government is very
well advised in bringing this amend-
ment and I hope that this clause will
be dropped in view of the opinion
expressed in this House.

Shri 8. V. Ramaswamy (Salem):
I join the other hon. Members who
have spoken against the abolition of
the Local Boards. In trying to abolish
them, we are moving towards financial
avtocracy.

Shkri T. S. A. Chetliar: Dictatorship.

Shri 8. V. Ramaswamy: I accept my
friend's amendment. Instead of hav-
ing a federal structure, we are moving

amount of levity in the Statement of
Objects and Reasons. With your per-
mission, Sir, I wish to read that

tural activities
to abalish the
have lost their importance after
the nationalisation of the Bank™

The way in which they have treated
this abolition of Local Boards is
somewhat appalling, one must say.

b
1
;

previous speaker has pointed out, this g

country is a wvast one.
differ from one State to another

the conditions in the rural parts differ

from the urban parts. We must there-
fore certainly have Local Boards
which will be in a position to under-,
stand the local needs, local dificulties




which permits the Reserve Bank in
this tenth year of our freedom to open
an account with or make an agency
agreement with and to act as agent
or correspondent of a bank incorpo-
rated in any country outside India but

spoken by the preceding speakers in
favour of retaining the present Local
Boards. I do not see the slightest
justification for the step that the
Government are taking to abolish
these Boards.

It is rather curious to be informed
that the members of the Board them-
selves have recommended that these
Boards may be abolished. I think
Shri A. M. Thomas was quite right in
saying that, if they have recommended
on those lines it must be due to the
fact that the Boards have not been
given opportunities to render useful
advice on many important matters. If
it is a question of consulting them
only on the transfer of shares and
such other minor matters, then
certainly it can be conceded that they
have no useful role to play. But the
point is that our Reserve Bank plays
a very crucial role in our economy.
There are a hundred and one impor-
tant problems that arise day to day
in the economic set-up of the country
in which the Reéserve Bank has to
play a very important role. Whether
it is a question of curbing inflation,
whether it is a question of fighting
depression, or whether it is a question

Boards to function and to function in
an effective and useful manner.

Dr. J. N. Parekh (Zalawad): I also
join the previous speakers in their
request for deleting this clause seek-
ing the abolition of the Local Boards.
I had given an amendment on this
point, but due to some technical
reasons my amendment has not been
admitted. I feel that the functions of
Local Boards are vast and varied and
they do serve a useful purpose in the
functions of the
India.

Sir, India is a vast country and the
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sasily—whether long-term or short-
urm. Wherever they go, whether to
the State Bank or the Reserve Bank,
the authorities say that certain orders
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wealth is not taken care of by the
Government. I sure that the
Government would thin a short

is the only gold fleld in our country
and which is producing the largest

revenue both for the State Govern-
ments and also for the Central Gov-

With regard to the abolition of the
boards I once again urge, as two
hon. Members have said, that
this clause should be omitted. That

Rewrve Bamk of Indic 20 JULY 1056 (Amendmont e

auﬂtodtyandmmhplhlﬁ-
a resolution that the boards should
. If competent

|

and
C.
Guhba): I quite appreciate the fesel-
ings of the hon. Members of this
House on these clauses. I request that
the further consideration of these
clauses may be postponed for
time and that in the meantime the
other clauses may be taken into con-
sideration and be passed. .

E

Mr. Speaker: That means, the
cussion on clauses 2 to

13 is over. After the reply of
Minister, I shall put them to the vote

Now, we shall proceed to clauses 3
and 9.
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{Shri T. S. A. Chettiar}

Clause 8, as it stands, puts a definite

amount instead of a proportion as in
the original Act. In view of the fears
-expressed by the House with regard
to clauses 8 and 9, may I know
whether the Reserve Bank has any
idea in its mind as to how it expects
to regulate this thing and whether it
is going to put for itself a self-
imposed limit beyond which these
reserves will not be brought down?

Shri A. M. Thomas With regard to
the point that has been raised by
Shri T. S. A. Chettiar, I wish to say
a few words. The stability of cur-
rency does not depend upon the ratio
-of the reserves in the form of goid
or in the form of foreign sécurites.
I do not understand, therefore, why
my friend still urges the point that
we may put some limit by ourselves.
Even viewed from the balance of pay-
ment angle, the limits that have now
been put in the Bill itself would be
quite proper, because the House wiil
note that a minimum statutory balance
of Rs. 400 crores is not so low as tu
cause any anxiety either in our
country or in foreign countries. If
we note the minimum that has been
prescribed, we will find that the
minimum, together with Rs. 115 crores
in gold coin and bullion, will give a
total reserve of Rs. 515 crorer This
is certainly more than 50 per cent. of
the average annual imports that have
been estimated during the second
Plan period. With such a minimum
currency reserve, I think we would
be able to supplement our foreign
exchange requirements by borrowing
from the International Monetary Fuad
and regulate our position in the matter
of import and export controls. I du
not think there is any substance in
the anxiety that has been shown by
my friend. Once we concede that the
stability of the currency depends
upon the stability and strength of our
-economy, the other arguments vanish.
It is a medium of payment and the
strength of the currency depends on
the production in our own country.
‘The other thing is more or less a
@ctional arrangement and I do not

think any change is necessary, so far
as these clauses are concerned.

Mir. Speaker: The question is:

“That clause 8 and 9 stand part
of the BilL"

The motion was adopted.
Clauses 8 and 9 were added to the Bill

Clawse 10 —(Amendment of section
42)

Skri A. M. Thomas: Although the
provisions contained in clause 10 have
been generally welcomed during the
general discussion of this Bill, we are
clothing the Reserve Bank with extra-
ordinary powers. The main purpose
for which these powers are now being
given to the Reserve Bank is to con-
trol inflation and also the price-level
by the volume of credit granted by
banks to individuals and businessmen.
It is well-known that if more credit
is given, the public have more pur-
chasing power and this generally
pushes up prices. Similarly, if any
contraction of credit is made, that
reduces the purchasing power and
there will be less money in circula-
tion. These two aspzcts are borne in
mind by the Rese:.2 Bank and the
circulation of notes is now being regu-
lated generally by two methods—by,
adjustment cf the bank rate and by
open market operations. Besides these
two powers, this power is being given
to the bank to enforce the quantum of
amounts which the scheduled banks
can deal in. The provisions contained
in this clause form an effective way
by which the quantum of money that
can be dealt with by the scheduled
banks, can be restricted. Therefore,
by and large I support this provision.

But, I want Government to remem-
ber certain facts in the enforcement
of the powers that are being given
under clause 10. We have to bear in
mind that we have several develop-
ment plans and ours is a growing
economy. Therefore, the caution
has been sounded.in the report of
Committee on Finance for the Prival
Sector, appointed by the

HE
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Bank, is worth mentioning in this
connection. At page 43 of their report,
they say:

“We have already referred in
Chapter III to the difficult labour
situated in the country affecting
the operating costs of banks and
other institutions. In addition, the
rates at which these institutions
can themselves borrow have for
various reasons increased substan-
tially in recent years. These
factors together with the subdued
state of demand from enter-
preneurs at the prevailing rates of
interest have, in fact, narrowed
down the return on capital em-
ployed by the financial institu-
‘tions and it is doubtful if there is
any large scope for adjustments
in the investment pattern of these
agencies. We should like to
emphasise that we are not in
sympathy with activities that
amount to ‘profiteering’; but, we
do feel that wunless banks and
other suppliers of credit are able
to earn reasonable returns on the
capital employed by them, they
will find it increasingly difficult to
attract the resources necessary to
extend their loan and investment
operations.”

In another portion of this report,
they say:

“It is, therefore, necessary at
each stage to take stock of the
situation and assess what further
scope there is for adding to the
money and credit resources. But
money supply should not fall
behind the actual demand for
money. Finance, if it should ade-
quately perform its function as
a catalytic agent, has to be elastic
enough to sustain genuine activi-
ties of production and trade on an
upward trend.”

I read these portions with this point
of view in mind. I have raised during
the general discussion the question—
the hon. Minister did not touch that
point in his reply—that if such a large
portion of the deposits, both time and

change banks began to seek resources
in the local market than in London by
raising the deposit rates. Secondly,
there been an increase in rates

At page 102, he says:

“The increase in fixed and sav-
ings deposits as compared to
current deposits has meant a
larger burden of interest charges
for banks. Competition between
banks for these deposits has
forced the interest rates upwards
and made even seasonal reduc-
tion somewhat difficult.”
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the country. On page 158, it has So far ss they are concerned, for the
with the banks incorporated in pey much move In thess aress
Travancore-Cochin. It says: inflationary tendency has not had

impact. ‘1 submit that, to the banks

“I would begin by discusing in these areas, it is mot proper
first the problem presented by the you to fix the same percentage
banks in Travancore-Cochin State. have fixed in the case of acheduled
Banks incorporated in the Travan- banks in other parts. That would
core-Cochin State present peculiar tainly effect a comtraction of
problems of their own while occu- dit machinery in that part

pying at the same time a very im- country and that would be
portant place in the economy of and disastrous to the economy

that part of the country. It is a backward areas. I would lke
predominantly small economy, es- serve Bank and the Governmen
sentially agricultural, and is based bear thig in mind and keep a

on a vast educated lower middle watch over the circumstances
clags which forms a majority of various banks in varioug parts

the population of that State. Con- country and not to apply the
sequently the banking units in- same yardstick to all the banks
corporated in this area are very ther they are scheduled or nom
small in point of paid-up capital, - duled.

reserves and total resources and Shri T. 8. A. Chettiar: This is a
therefore, in respect of their pro- very important clause. Government
fits as well” wants to take power to avoid infla-
Although there are about 12 schedul. n = S SeASt THancing :::"'":
ed banks in my State, all these sche- 0, ¢ this clause. During the gener-

duled banks, as compared with the al di ion, there was a lot
scheduled banks in other parts of cussion over this clause. This clause
the country. are comparatively small. refers to scheduled and
If, to all the scheduled barks. you are plenty in ﬁumberm, trating
apply one yardstick, it may not be in their about ”mm phsirpnd
possible for certain banks in 2 parti- more pe mh”"d’m of the il deal.
cular part of the country to make the ings in this country.m
deposits as required. We speak about seems to think that by mwd.-
inflation and injecting more money posits, by immo tl:dlhl -~
into the economy of the country. to of 90 per cent atbmmthe b’dﬂpﬂi
increase the purchasing power of the ing the deposits to b:ummad. bymthem
people. When we consider an all- in the . i will he
India average, there may be some to cuntroml i “". uwm.
Justification for getting alarmed about
inflationary tendencies. As far as
certain parts of the country are con- In this matter, as also in another
oemad.youwillnotleethntlthuhot matter which has been raised before
been possible to derive any benefit us, I would like to point out that in.
thelncremdmcneysunply.ln flation is a hydra-headed monster. It

partsotthemnmwhem(n there appears in a thousand forms'in many
are large projects, it is quite true that  places. And it may be that the infla-
mhavebemabletomjectmmpar- tion may be felt more in a particular
chasing power into the community area than in another ares. It will all
But as far as the backward areas and depend on which area gets a ot of
under-developed areas are concerned money out of the activities of the
whenhmhaveuotemnowdlm Second Five Year Plan. So, we would
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[Bhri T- S. A Chettiar]

You know that when notifications arc
fssued by Government, th>y can
apply to all categories of those to
whom it applies.

The proviso to clause 10 reads:

What I would like to know is whe-
ther a notification can apply to Indi-
vidual banks or whether a nctificatior
issued under this clause shoulu apply
to all the banks. I believe that it

apply to all the banks normally.

' 4
all individual banks in the
country. There may be banks in South
other parts of the country,
in which the inflation may be fel!
or less than in certain other
places in the ccuntry. That is why
I would like tg know whether a noti-
fication issued under this clause wil:

certain specific areas only.

Then, I would like to make a brief
reference to sub-section (IB) wherein
power has been taken to determine the
rate of interest to be paid. In this
matter also. I wruld like to puint out
that inferests paid by the Banks them
selves are differ>nt in different cases.
There are banks which pay a certain
high rate of interest in order to attract
business when thev open .. 9°W
branch. I know of a particular case,
where one of the five biggest banks
which opened a branch in Coimbatore
paid an interest ¢f on= per cent. on
current account, with a view to attract-
ing business. Normally, certain banks
do not pay interest at all on ~urrent
account, while there are certain others
which pay an interest of } or § per
cent. But it is a fact that thzre are
banks which in the beginning, with a
view to attracting business in a par-
ticular area, pay as much as one per
cent on current depostis. I’ such

deposits with the Reserve Bank,
whether the rate of interest
a uniform rate

clause does not say that the Bank
may pay interest to the scheduled
banks at such rate as may br found
necessary respect of each individu-

individual bank separately. However,
this is a matter whch is bouni to give
trouble when this provisior is put
into effect. I hope Government zand
Reserve Bank are well aware of these
difficulties, and if they can givs us
some idea of how this pruvision will be
interpreted. It will go a long wav in
clarifying this matter beyond any
doubt.

Shri C. R Iyyunnl (Trichur): When
I spoke last on this Bill, I had made
certain references to the variativps in
the deposit rates in Bombay, Ca'vutta
and other places as compared with
those in the Travancore-Cochin Sta‘e.
So far as the clause which we are
now discussing is concerned, 1 wetld
like to point out that even in the
Act as it stands. there is a rrovision
similar to the proposed sub-section (1)
of section 42, under which every bank
included in the second schedule “ar to
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have to be approved securities. Besides,
they should be unencumbered. Sup-
pose the amount of security is Rs. 10
lakh and the Bank has borrowed
Rs. one lakh, then that security will

lakhs from out of the Rs. 10 lak
that has been deposited. So, the amourt
to be deposited must be in the shapa
of unencumbered approved securilies.

Now, what does the amerdn:ent
proposed say? It says:

“Provided that the Bank may,
by notification in the Gazette of
India, increase the said rates ‘o
such higher rates as may be speci-
fied in the notification so however,
that the rate shall not be more
than twenty per cent, in the case
of demand liabilities and more
than eight per cent., in the case
of time liabilities.”.

In the case of the smaller banks, es-
pecially the scheduled banks in our
part of the country, the House will be
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zaid, there is not only this difference in
the rate of interest, but also there is
a considerable difference in the
amount of current deposits, at least in
our part of the country. Whether it is
a scheduled bank or a non-scheduled
bank, it is paying an interest ~f about
1 to 2} per cent.
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[Shri C. R, Myyunni)
In that case, there will not be any
cash to transact business with clients
in the bank itself. If all the
that has been acquired by the bank by
way of current or other deposit is to
be handed over—at least the major
portion of it—to the Reserve Bank,
how can the bank run? How can any
bank run, and even if it runs, how
can it run at a proAt?

Not only this. It is stated in the
note on clause 10:

‘This clause vests the Reserve
Bank with the power to vary re-
serve requirements of scheduled
banks within the range of 5 ‘o 20
per cent. in respect of demand
liabilities and 2 to 8 per
per cent., in respect of time lia-
bilities and to require them to
maintain in respect of any increase
in deposits with them after a spe-
cified date and the additional
reserves required to be maintain-
ed may be up to one hundred per-
cent. of such increase.”

E

So there appears to be a presumption
that hereafter there will be an -
crease in the deposits. I do not know
what is the basis for this presumption,
unlesg there are data behind jt. 1
can understand it if during the second
Five Year Plan, deposits pour into the
banks without limit. Then certainly I
have no objection. It may be done.
But how can anybody say anything
about that? So clause 10 cannot apbply
to all banks. I can understand it if
a Government by notification require a
specified number of banks to pay at
the rates specified. But if it is going to
be a condition that all banks will have
to pay, that will be out of the ques-
tion. The real effect of such a provi-
sion will be that many of the banks
which are doing good work—they are
catering for the needs of the agricul.
turists, petty traders and other peo-
ple—wi]ll have to close their shop.
That is at least what will hanpen so
far as Travancore-Cochin {s concerned,
Decause it s a.small State, and people
tave not got much money—! mean
such of those people who would lke

(Amesdment) Bict .38t

..
255

duced, say, 10 per cent instead 20
per cent. In that case, it will not be
very difficult for banks which have a
deposit of over Rs. 10 crores. But in
the case of scheduled banks which
have got only a deposit of Rs. 1 crore

]

nr Rs. 2 crores, it will be difficult, al
most impossible, to run the institu-
tions.

I would request the hon. Minister to
consider this aspect of the cuestion,
in view of the varying ratio “etween
time and demand deposits in Travan-
core-Cochin and the rate of interest
prevailing in big cities like Bombay
and Calcutta and our part of the
country. Certainly I do not say that
this need not apply. But there may be
some amendment made on the lines of
the suggestion I have made, that is
to say, it may apply to all scheduled
bsnks which have got a deposit of
over Rs. 10 erores and the rate may
also be reduced.

Shri N. B. Chowdhury (Ghatal). So
far a3 this requiremént of maintaining
higher percentages of reservg ig con-
cerned, I supported it in the course
of the general discussion. But I would
like to make certain observati-ns with
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regard to the provisions under sub-
clause (a). It has already been pointed
out by Shri T. 8. A, Chettiar that it Js
not very clear from the wording here
whether the higher percentages might
be demanded uniformly or separste
percentages might be fixed by notifi-
cation with regard to particular banks.
So that point needs clarification, I say
this because we know there are small
bankg and large banks. There are cer-
tain banks for which it will not bc

“Notwithstanding anything con-
tained in sub-section (1), the Bank
may, by notification in the Gazette
of India, direct that every sche-
duled bank shall, with effeci from
such date as may be specified in
the notification, maintain with the
Bank....”

That is, only those banks which are
specified in the notification would be
affected.

Shri N. B. Chowdhury: That fig
clarified, but in this comnection I
would like to observe that while issu-
ing any such notification Government
will have to keep in mind the specific
conditions prevailing in a pacticular
bank. With regard to the apgiication
of the notification, banks should be_

criminate notifications some
suffer difficuities.

Then as regards the requirement of

higher percentage of balances,
support it because in view

mandad, but a watch is also main-
355 L.SD-—2.
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Shri Iyyunni has said although we
feel that there should be some reasons-
ble standard so far’ as the financial
code is concerned. to the
provision in 10(1A) and (1B), the
interest’ rates have to be determined

:
:
A
:
]
:
g

provision for huge deficit financing
to the extent of Rs. 1200 croves,
there is likely to be inflation. We al-
ready see the beginning of it. Unless
drastic powers dre there in the

of the Goveranment to control the

along with deficit
speculative activities are not severely
rontrolled, it will have serious reper-
cussions on our economy. I would,
therefore, request the hon. Minister to
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[Shri N. B. Chewdhury]

It is felt that these powers alone
may not be sufficlent to keep the eco-
nomy even and for that purpose it
has already been urged in this House
by several Members that it is high
time that the banking institutiong in
this country are nationalised because,
with mere regulatory powers to the
extent conferred by this clause, it
would no; be possible for Goverament
to control undesirable activities
successfully.

Dr, J. N. Parekh: Sir, this is a very
important provision, no doubt......

Mr. Speaker: This was discussed
l!lreadbare during the general discus-
sion.

Dr. J. N. Parckh: It
powers.

Mr. Speaker: We must conclude
discussion on this Bill by 2 o'clock.
If hon. Members want some time for
the third reading, we must provide
for that also. The hon. Member will
kindly bear that in mind.

Shri Bansal (Jhajjar-Rewari): We
can go up to 2-30 because so many

want to speak.

Mr. Speaker: We have fixed 8
hours. One after another hon. Mem-
bers are trickling intoe the House.
We have only iwo hours for today.

Shri Bamsal: I am not going to
speak.

Mr. Speaker: I do not prevent any
hop. Member from speaking. I rather
welcome them. But, there is a time

limit and 1 drew the attention of the
hon. Member to that.

Shri N. B. Chowdhury: Five hours
were taken up by this Bill the day
before yestecday.

Mr. Speaker: For clause by clause
discussion and third reading 2 hours
were allotied.

Shri A. C. Guba: It was decided that
there should be 6 hours for the first
reading and 2 hours for all the other
stages.

gives wide

i

Dr. J. N. Parekh: This clause gives
wide powers to the Reserve Bank. In the

scramble for funds by the Scheduled
Banks with the result that even tha:
call deposit rates of certain of the
banks have gone up. Particulariy the
foreign banks have entered intg the
field of call deposit and are almost
quoting higher rates because of the
higher rate prevailing in the foreign
countries and therefore they would

like to utilise Indian funds.

the hands of the Reserve Bank is
very necessary and vital. Just as ihe
bank rate plays a part, thig idea of
having a variable Reserve ratio is

power will enable the Reserve Bank
{0 squeeze as well asg to bring down
the diequilibrium if there is any. I
think the Reserve Bank will certain-
ly use this power judiciously. It
may be a little hard for the smaller
banks to keep and maintain such kigh
percen:.ages of ratio but there also the
Reserve Bank has been given power to
notify certain minimum for all banks;
so, they will take into consideration
the hardships of amaller banks.

About rate of interest, no doubt,
there is provision (1B) that the rate
of interest for such deposits or in-
creased Or excess amount kept with
the Reserve Bank should be nego-
Hated and settled with the Reserve
Bank and the Scheduled Banks con.
cermed. If certain maximum and



will vary from bank to bank either »n
individual basis or on the basig of
category. If hon. Members had read
the Bill carefully, they would find
that the intention of the Bill ig that
this raflo will apply uniformly to all
scheduled banks. The apprehension
felt by certain Members, pariicularly
Shri Chowdhury, has been taken' care
of by clause 10(1A). There is n
provision for some additional balance
being required from the banks and
that will be calculated on the basis
of the increase in the deposit of banks
during a perticulay period. The first
provision ef variable reserve ratio
will be calculated on an average basis
so that all the scheduled banks may
bear the burden. But when the
Reserve Bank or the Government
find that certain banks have been
extending their credi: creation acti-
vities and have also accumulated
some more deposit during a parti-
cular period, which advantage other
banks might not have got, then in
those cases the Reserve Bank would
ask the banks to deposit a cer-
tain percentage of the increased
deposit during that period. So, the
banks which would not have the good
fortune of having a huge increased
deposit in that period will not he
much affecied by the second provision.
But those banks which have increased
their deposit during that particular
period to a considerable extent will
have to deposit with the Reserve Bank
some considerable amount as special
reserve, and that will check their

About the rate of interest on the
reserves that the scheduled
will keep with :he Reserve Bank, I
think that day before yesterday I
stated that it would be difficult to
specify any rate of inierest ag that
would vary according to market con-
ditions. .

Shri Chowdhury mentioned some-
thing about adequate action to be
taken on price fluctuations. I think
hon. Members should no: feel unneces-
sarily alarmed at the price fluctua-
tions during the last three or four
months. If we take an overall view
of the price flutuations during the
Firs; Plan period, we will rather find
that there has been a fall in the cost
of living index by about 4 or 5 per
cent. Of course, it is admitted that
during the last three or four months
there hag been some rise and the

commodities. It has been alleged tha:
these hoardings are being helped by
some advapces through scheduled
banks. It is admitted that durimg the
last few months, advances havg In-
creased, and tha: might have helped
some hoarding, leading to price fluc.
tuations, but now adequate =eps
are being taken. In a rapidly chang-
ing and developing economy, we must
a'ways give some latitude for short
periods when there might be some un
lowards happnings, but immediate’y
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wWe put a curb on the profit in this

I think the hon. Member has also
mentioned about the smaller banks
and I have already replied to that.

Some Speakers have referred to the
need of applying the provisions in
such a way that the conditions of the
particular categories of banks are
taken note of. I have already stated
that that has been taken note of by
the provision in (1A) of clause 10 at
page 4 This provision will check the
activities of those banks which have
accumulated huge deposits and might
have been indulging in improper ad-
vances.

Mr. Speaker: The question is:

“That clause 10 stand part of
the Bill".

Clause 10 wag added to the Bill .

Mr. Speaker: Before coming to the
clauses left over, let me put clause 11
also to vole,

The question is:

“That clause 11 stand part of
the Bill".

b The motion was adopted.
Clause 11 was added to the Bill

Mr. Speaker: The hon. Minister has
not had his reply in respect of clauses
2 to 6, 12 and 13. He may now reply
to them.

it

Shri A C. Gaba: I think is
better for me to bow down before the
unanimous demand of the House, and

de-
the

House, we agree to the deletion of
these clauses but with your per-
mission, I would like to make a formal
change in clause 7.

I beg to move:

Act, 1934 (hereinafter refer-



“That clauses 2 to 6, 12 and 13
stand part of the Bill.”

The motion was negatived.

Mr. Speaker: 1 shall now put the
amendment to clause 7 to the vote
The question is:
Page 3, line 1—
for “the principal Act”, substitute
“the Reserve Bank of India

Act, 193¢ (hereinafter refer-
red to as the principal Act)”.

The motion was adopted.
Mr. Speaker: The question is:

“That clause 7. as amended,
stand part of the BillL”

The motion was adopted. ~ '

Clause 7, as amended, was added to
the Bill

Clause 14 was added to the Bill.

Clause 1, the Enacting Formula and
the Title were added to the Bill

San A, C. Guba: I beg to move:

“That the Bill, as amended, be
passed.”

I do not like to say much now. The
principle of the Bill has been agreed
to by the House and therefore, I hope
that this will meet with the approval
of the House.

Mr. Speaker: Motion moved:

“That the Bill, as amended, be
passed.”

Shrf H N. Mukerjee (Calcutta
North-East): Sir, we are on the point
of passing a very important Bill
which deals with certain powers
which, the House concedes, should be
exercised by the Reserve Bank in its
abjective of expanding credit facilities
which are necessary in the context of
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his views suggests—that he does not
take a very serious view of the rise
in prices which has happened all over

the country. I hope, Sir, we shall
have an opportunity in this House
before long to discuss this question of
the rise in the prices of food stuffs and
other essential commodities but when
we have an opportunity in comnection
with the Reserve Bank of India Bill,
I wish to point out that we desire the
Government to express itself un-
equivocally in regard to the desir-
ability of exercising those resources
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by Statesman in its issue of the 12th of
July that the choice by the Govern-
ment's spokesmen of the year 1950 on
which to base the ideas of what should
now be considered the normal price is
a little odd. The average man and
woman in the country when he or she
makes the purchase, think of 1939 or
some such year.

It might be said—as Shri Guha
said the day before yesterday twitting
my friend Shri Gurupadaswamy,—
that we on this side of the House
wanted the agriculturists to have a
reasonable price which sometimes
meant a high price compared to what
had prevailed at a particular period.
But I wish the Government to be re-
minded that the Government's duty
is to ensure a parity economy where
ag between the prices of industrial
goods and agricultural prices, there
is a kind of correspondence. In regard
to that point, the Government has
failed altogether and that is why we
have a feeling that in regard to this
question of prices, the Government is
not as earnest and urgent as it ought
to be. I know that the Reserve Bank
has taken certain steps in regard to
the speculative trading in food stuffs
through the instrumentality of banks.
But I know at the same time that the
Reserve Bank has admitted itself that
in 1056, in spite of a fairly good crop,
the situation created by speculative
trading through the instrumentality
of the banks, which it is now trying
to prevent, has caused the upset, so to
speak, in the equilibrium of prices.
Now the Reserve Bank has told the

. banks to diminish the quantum of
money which they can advance in
regard to foodgrains, but there is no
straightforward ban in regard to such
transactions. I feel, therefore, that
there is a great deal still to be done.

I see also, when we look at import
and export figures, that we import
whisky, perfumery, tinned
fruit, confectionery and
of cards to a fairly sub-

t, and we do so at a
we can easily do without
and, therefore, it would
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of thing.
We can go into this question, Sir,
later on. But I feel that the po-itior
today in the country is such that there
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I wish to refer also, in connection
with this Bill, to the question of
gold,—this yellow metal which has
been the cause of so much trouble in
the world's history. I do not see, Sir,

effect of the recent smuggling opera-
tions against which the customs
authorities are at the time—at
least for the time being they are
particularly active. In Calcutta, as
has been mentioned already n
the course of the debate,
has been find of gold even
fashionably kept shrubbery in
houses of very well-known
trialists—gold hidden in that

$keks

We have heard how in the process of
customs examination gold has been
found on the persons of people who
are apparently very respectable, We

have heard at the same time bullion
merchants complaining that they are
trying to cairy on honest trade but
they are being harassed, while actually
the villains of the piece are those
who smuggle gold and other bullion
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into this country Yy all kinds of
dubious means and go scot free. 1
want the Government to come forward
with a statement that we can increase
our gold resources if only we stop
this kind of smuggling and, at the
same time, we can unearth gold which
is there already. The gold which is
haﬂ:eminessomewhmintheiun‘les
of scme country or other is just as
dead as the gold in the secret security
vaults in our country. Why don't we

dubious proposition.
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terms. Their patriotism
trial. I am prepared to

now leading personnel in the
industry. That is why we have
hopes about the successful prosecution
of the nationalisation scheme in regard
to banks. We are told all the
time that we have not got the person-
nel. The State cannot command the
services of the right kind of people.
We are told this by the same group
of gentlemen whon parade all the time
their patriotic desire of the
interests of the country and that same

of

tell
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set of gentlemen are at the head
the banking industry. We can
them that they have to giv

examination in regard to patriotism
and if we want to take over the banks
they have to work on the banks on
the terms that the coumtry lays
down and not on the terms they
choose for themselves. That is why I
suggest the Minister bears in mind
the fact that he has to mobilise the co-
operation of those who are working
in the banks from day to day with no
other interest than that of earning
their keep, and not those who talk of
serving the country but really serve
their own interests. He has to be
very careful. The resignations of the
officials at the top of the State Bank
of India are a very significant pointer
of which, I am sure, the Government
will take serious note in regard to the
direction of the Reserve Bank of India.
Also, steps should be taken which, as
I have said before, are in conformity
with the interests of the country.

In regard to nationalisation—this is
my last point, Sir,—I would say that I
cannot ask the Government to have
nationalisation straightaway, but 1
can certainly ask the Government to
control the banks in a greater measure
quantitatively and qualitatively than
it does today. Reference has bren
made to the monopoly concerns in this
country. We know about the Tata
Bank, the Birla Bank and so on apd
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so forth. The Government should con-
trol those banks straightaway in a
much more close and intimate fashion
than it is done today. Here and now
you can set a target date, not specifi-
cally, so to speak, but you can say
that it is only a matter of time before
the banks are going to be nationalised.
You can say the Government has made
up its mind about nationalisation. Do
not repeat what you did in the case of
the life insurance people, for example.
You sprang a surprise on many of
our friends in the House. Tell them
here and now that we have this policy
of nationalisation of banks, because
without the kind of comtrol which
nationalisation alone can bring we
cannot direct the economy in the man-
ner which the Plan requires. Tell
them it is a matter of timing. Tell
them also that their patriotism, which
they have advertised so often in this
House and outside, is on trial and
when the Government adopts thcse
ways and means which are necessary
for the successful prosecution of the
Plan, their co-operation will be
mobilised and if they do not co-
operate they shall do so at their

peril

Shri A. M. Thomas: Sir, I will finish
in one minute. I must express the
gratitude of the House to the hon.
Minister for the very healthy attitude
that he has adopted in the matter of
the deletion of the clause with regard
to the Local Boards. It is good that
he has, to use his own words, “bowed
down to the unanimous desire of the
House"”.

Shri H. N. Mukerjee, when he spoke,
referred to the very important position
that is occupied by the Reserve Bank
of India. When I went through the
provisions of this Bill I was reminded
of the report that has been made by
the committee which was appointed
by the Government of India as early
as 1913. Although the Reserve Bank
dame into existence only in 1935, you
will notice, Sir, that the distinguished
economist Mr. Keynes, as early as
913, has indicated the role that a
of this kind would play in the

[
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(Amendment) Bill

sions, and finally turned negli-
gently to the annexe. But that
held me. I tiave been entranced
by it as a prodigy of comstructive
thinking. Verily, we old peopie
" will have to hang ourselves, if
young people can cut their wayv
80 straight and with such apparent
ease through such difficulties.”

11

sort of uniformity in
of deposit rates. I also emphasised
the necessity of having some insur-
ance for the depositors of the various
banks which may fail. I have omly

hon,
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the Second Five Year Plan and the

deficit financing involved therein. So,

this Bill is of very great importance
from the point of view of the future

of the country.
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sale of agricultural commodities as in
previous years. Now, at least a sec-
tion of the agriculturists have got the
holding power. They can hold on to
their stocks and try to get better
prices.

Shri A. K, Gopalan (Cannanore):
The agriculturist does not get; it is the
middleman who gets it

Shri A, C. Guha: I think the position
has changed considerably during the
last few years. Only a week ago the
Deputy Minister of Food, Shri
Krishnappa- and the West Bengal
Minister went round the rural areas
of West Bengal and they found con-
siderable stocks of food-grains lying
with the agriculturists; of course,
some also with the traders.

Shri K. K. Basu (Diamond Har-
bour): Do not refer to the DBengal
Minister; he had a bad show in the
Assembly.

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

Shri A. K, Gopalan: I do not know
of the position in Bengal; but in the
other parts of the country, while the
agriculturist gets 12 annas, it ig sold
in the bazaar for 15 annas.

Shri A. C. Guha: I have never
claimed that the position is ideal, or
that there is no scope for improve-
ment. What I stated was that things
have changed considerably during
the last few years, even at the low-
st bottom of the agricultural sector.
shey have changed considerably.
Anyhow that is a long term measure
and I think the disparity between
the two sectors will disappear
gradually.

1 could not understand what Shri
Mukerjee meant by suggesting an in-
crease in our gold reserve and also
the smuggling of gold Anyhow
that is not very much relevant to the
Bill. He also referred to the resig-
nation of the Chairman and the
Managing Director of the State Bank.
He said that these higher-ups in the
_banking structure must be told that

(Amendment) Bill
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they must serve on the
country. I think they

told that The terms

given to them. Why they
signed I do not know.

Government thought
present circumstances
the fittest persons
obligations piaced
Government would
if they had continued in
But somehow they have decided
tender their resignationg and not to
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these matters, and I have also stated
the Government policy thereon.

Shri A, M, Thomas has again rais-
ed the question that the variable re-
serve . ratio may be hard for the
smaller banks. I have given him the
assurance which he has been asking
for, namely, that the Reserve Bank

rate may not prove too much a burden
for the smaller banks, and the bigger
banks may be in a position to bear
that burden. So, that will the
attitude of the Reserve Bank. ‘That
is why there is a provision in clause
10 (a)(1A). In certain circumstances
the Reserve Bank would be entitled

banks which may have greater depo-

to the Members for their suggestions
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and I take it that this House gives
its seal of approval for the financial

and monetary policy implied in the
Second Five Year Plan.

Mr. Speaker: The question is:

“That the Bill, as amended, be
passed.”

The motion was adopted.

INDUSTRIAL DISPUTES (AMEND-
MENT AND MISCELLANEOUS
PROVISIONS) BILL

The Minister of Labour (Shri
Khandubhai Desal): I beg to move*:

“That the Bill further to amend
the Industrial Disputes Act, 1947,
and the Industrial Employment
(Standing Orders) Act, 1946, and
to repeal the Industrial Disputes
(Appellate Tribunal) Act, 1850, be
taken into consideration.”

I do not want to go into the long
history of the Bill. As the House is
aware, the Industrial Disputes Act,
1947, was passed about nine years
back. It has been worked during the
last so many years and in the course
of ity working, certain shortcomings
and defects were found and the Gov-
ernment wanted to rectify them. Dur-
ing the last two or three years, in the
time of my predecessor, Shri V, V.
Giri, various conferences were held
and this Bill is the result of those
conferences. I may not be able to
say that it has got more or less the
unanimous consent of all, but I can
say without hesitation that this Bill
i:moa:e.orleubuedontheeonm

Tribunal was introduced in the coun-

Provisions) Bill

amend certain other relevant sec-
tions of the existing law 30 as to make
the industrial disputes settled in an
amicable and smoother way.

The main features of the Bill, as
the House is aware, are four or five
in number. In dealing with the pro-
visions of the Bill, I may Wst invite
the attention of the House to the
abolition of the Labour Appellate Tri-
bunal. Ags this House is awa
Appellate Tribuna] wag establi
1950. Though the principle
Appellate Tribunal was good i
I have said,
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*Moved with the recommendation of the President.





