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Mr. Deputy-Speaken The question is: 

“That this House agrees with the 
Fifty-first Report of the Committee 
on Private Members' BiUs and Re­
solutions presented to the House 
on the 25th April, 1956.”

The motion was adopted.

RESOLUTION RE.  NATIONALISA­
TION OF BANKS

Mr. Deputy-Speakcr; The House will 
now resume discussion on the Resolu­
tion moved by Shri Gurupadaswamy on 
14-4-56 regarding the nationalisation of 
banks. Out of 2i hours allotted for the 
discussion of the Resolution, 2 hours 
and 29 minutes are left for discussion 
today.
Shri M. S. Gurupadiiswamy (Mysore): 

India is considered to be an undevelop­
ed country in the comity  of nations. 
Many well-advanced  countries of the 
west have entered into an amiwing and 
interesting competition to assist us in 
our  economic  development.  This  is 
neither strange nor unnatural in the 
present context of the world where ex­
ternal assistance has become a potent 
weapon  of enlightened, national  self­
interest. Assistance always carries with 
it alien ideas and ideologies or at least 
motives of powers which export such 
assistance. If an under-developed coun­
try is not strong or well-guarded, or if 
its own social and economic philoso­
phy is not so rich, fruitful and adequate 
as to combat dangerous exotic influen­
ces, then, that society would be need­
lessly  exposed to spasmodic  changes 
and erratic developments.

An economy which  is undeveloped 
and which lacks coherent social philo­
sophy is not only exposed to subversion 
from outside but also to internal stres­
ses and strains contradictory trends  in 
the economy would produce an atmos­
phere of social suffocation. Such  con­
tradictions which produce friction  and 
tension in society cannot be resolved by 
pursuit of what is called  pragmatism. 
Pragmatism is no ideologoy; it is no phi­
losophy and an economic policy merely 
based on infructuous expediency or ad 
hoc approach would produce social hy­
bridism in the country.

My party is happy that since some­
time past there has been a salutary 
change in the outlook of the hon. Fin­
ance Minister. He no longer talks of 
mixed economy. He no longer refers 
to pragmatism. The other day,  while

speaking on the Insurance Corporation 
Bill, he made bold to say that “nationali­
sation was justified on grounds of ideo­
logy, philosophy and on the objectives 
of a welfare State ” But what  a long 
time he took to say this! At last he has 
realised that ideology mattera much in 
the pursuit of economic policy.

At the present moment in our coun­
try’s history socialistic  thought  must 
play a more positive role in shaping the 
pattern of our society. This does not 
mean that the whole network of pro­
duction,  distribution  and  exchange 
should be socially owned and controlled. 
This is neither possible nor desirable 
in our country. If we try to do that, 
we may achieve socialism in full,  but 
we will be annihilating democracy  in 
part. So, to achieve socialist objective, 
it would be enough to control the peaks 
or the commanding heights of  our eco­
nomic pyramid. The middle  and  the 
bottom layers of our economy could be 
well and easily adjusted and rationalised 
if the economic summit is placed under 
vigorous national control.

It is in this context that I wish to 
discuss the problem of nationalisation 
of banks in the county. Banking sys­
tem by the nature of its operation oc­
cupies a strategic place in the industrial 
and financial life of our nation. They 
control the strings and channels of cre­
dit in the country. None denies that ins­
truments of credit are a great power in 
society. May I, in this connection,  re­
mind the House of a stanza in Pancha- 
tantra ? It runs as follows :

“The wealthy men are men of 
force;

And they are scholars all, of course,

It goes on—

“Men who have no cash,

Owing names but lacking subs­
tance, are accounted trash.

Beggars have, no doubt,  their 
virtues,—

Yet they do not flash:

As the world has need  of sunlight. 

Virtues ask for cash.”
The creation and distribution of cre­

dit is clearly a public service,  rather 
than an enterprise for private profit. The 
banks which deal with such a vital func­
tion should not be entrusted to the con­
trol of profit-ridden private enterprise. 
A proper and fair distribution of credit 
among people is difficult to attain  if 
banking operations are subject to private- 
direction and control. Public ownership*
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of banks is the only way to  acWevc 
soundness and rationality in the national 
economy. An under-developed country 
is in need of this more than the ad­
vanced countries of the world, because 
accelerated economic development  de­
pends upon the availability and proper 
distribution of money and credit.

In this context, I have to say that the 
estaWishment of the Reserve Bank of 
India under the direct authority of the 
Government of India is a landmark in 
the history of our country. The nation­
alisation of the Imperial Bank recently 
was also a step in the right direction. 
But, unfortunately, it was not accom­
panied or followed by the nationalisa­
tion of State-associated banks and other 
joint stock banks.

The history of private banking  in 
India is a histor>' of disappointment. It 
is a history  of mismanagement,  mis­
handling, misfeasance and mispursuit.

So we find great many banking fail­
ures in the past. According to the  re­
port of the Banks Liquidation Proceed­
ings  Committee.  the  number  ot 
banks  which  suspended  payment 
during the years 192b to 1952 is 351. 
The failures which are most significant 
from the point of view of derangement 
of economic life, particularly of middle 
class depositors, have occurred in Cal­
cutta, Madras and Punjab.  According 
to the report, 91 banks failed with total 
liabilities of about Rs. 25*57  crores. 
The total number of failures in Madras 
is 83 with outside liabilities  of about 
Rs. 1-53 crores. In Punjab the failure 
of 24 banks involved outside liabilities 
of Rs. 61-82 crores.

Some may say that the failû oc­
curred only after the war. This is  not 
true. More failures might have occur­
red after the war. Between 1947  and 
1951 there was certainly a steady pro­
cession of bank failures which totalled 
about 180 banks, but it must be  noted 
that even in the period between 1926 
and J 937 the banks had suspended pay­
ments. In the years 1938 and 1939 there 
was » failure of 46 banks. Even prior to 
1926 there had been failures in  tiie 
working of commercial banks, but owing 
to this paucity  of statistics  the exact 
figures cannot be given now. However, 
according to my calculations the banks 
have been failing at the average rate of 
42 per year for  the  last seven years. 
Between the years 1939 and 1947, they 
were failing at the average rate of 61 
a year.

As a result of such failures, the de­
positors had to suffer a heavy loss.  A 
rough  estimate of this loss would be 
about Rs. 200 crores.

Even at present many banks are either 
running at a loss or are not in a posi­
tion to declare  any dividend  to the 
share-holders. According to the statisti­
cal tables relating to banks in India for 
the year 1954, published by the Re­
serve Bank of India—these are the latest 
statistics available—out of 72  sche­
duled banks, 14 are running at a loss 
and 12 others have not declared  any 
dividend. Out of the 17 foreign banks 
the Indian business of ten is running 
at a loss. Out of 65 non-scheduled joint 
stock banks with capital and  reserves 
of Rs. 5 lakhs or over, 23 banks  are 
running at a loss and eight others have 
not declared any dividend. Out of 191 
joint stock banks with capital and re­
serves  between Rs. 1 to 5 lakhs, 36 
banks are running  at a loss and 40 
others have declared no dividend. Out 
oi 116 joint stock  banks with  capital 
and reserves up to one lakh, 33 are run­
ning at a loss and 18 others have dec­
lared no dividend. To sum up, out of 
461 joint stock banks of all descriptions, 
116 have been running at a loss and 68 
others have declared no dividend.

These failures which are unprecedent­
ed in the history of any part of the world 
are brought  about by various  causes. 
The Reserve  Bank in its report  of 
"Banking Trends' for the year 1954 has 
dealt with the nature of the defects dis­
closed  on inspection of joint  stock 
banks.  According to this report 188 
banks are not maintaining adequate re­
serves,  16 banks are not maintaining 
sufficient  reserves against  bad and 
doubtful debts.  In  240 banks there 
was over-extension of advances. In 183 
banks the proportion of unsecured ad­
vances to the total advances is dispro­
portionately high.  In 202 banks there 
are a large number of irregular and do­
rmant  advances,  including  advances 
having undesirable features.  In 108 
banks large advances are made against 
immoveable  properties.  In 93 banks 
there is concentration of advances in the 
hands of a few borrowers. In 70 banks 
large advances have been made to dir­
ectors, their relatives and associates and 
concerns in which any of them is in­
terested.  In 160 banks there is a large 
proportion of  decrees  and  doubtful 
debts. In 49 banks there is paucity of 
liquid assets. In 75 banks investment in 
Government securities is inadequate.
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[Shri M. S. Gurupadaswamy]
Prior to 1949, inspection of banks by 

the Reserve Bank was limited to deter­
mining their eligibility for inclusion or 
retention in the second schedule to the 
Reserve  Bank of India Act  and  to 
safeguarding the interests of the deposi­
tors. With the enactment of the Bank­
ing Companies Act and the amendment 
of section 42, sub-section 6 of the Re­
serve Bank of India Act in 1949, the 
powers of the Reserve Bank relating to 
the inspection of both the  scheduled 
and the non-sdieduled banks were con­
siderably enlarged; the bank was there­
after empowered to conduct inspections 
for a variety of purposes and on  its 
own initiative. Further, the  Banking 
Companies Act made it necessary for 
banks to obtain a licence from the Re­
serve Bank to commence or carry on 
banking business and to open new bran­
ches in the country. The Act also re­
quired schemes of arrangement and am­
algamation to be examined and sanc­
tioned by the Reserve Bank.

In spite of these powers given to the 
Reserve Bank, the âirs of the  com­
mercial banks have not been very satis­
factory. If the present experience is any 
guide, mere clothing the Reserve  Bank 
with more powers will not cure  some 
of the grave defects of the private banks 
as they are too deep-rooted and inherent 
in the system. .

Besides, there is another angle  from 
which we have to look at the problem 
of nationalisation of banking in ln(Ua. 
Unlike in other joint stock companies, 
the major part of the funds of the com­
mercial banks, by the employment of 
which prolBits are made, belongs to the 
depositors and not to the share-holders. 
According to the statistical  tables of 
1954 of the Reserve  Bank  of India 
(Pages 8 and 9), the total paid-up capi­
tal  of  Indian  joint  stock  banks  is 
Rs. 40-58 crores and reserves Rs. -̂0*53 
crores. As against this, the total depo­
sits of aU joint stock banks amount to 
Rs.  1066-35 crores, which is several 
times more than the paid-up  capital 
and reserves. But, in spite of this, these 
banks are managed for the  benefit of 
share-holders and specially to the advan­
tage of a few families who hold the 
controlling interest. So nationalisation of 
coîAinercial banks would in effect mean 
the utilisation of the savings of  the 
community not for the private profit of 
a few, but for the socid benefit of the 
whole country. People’s money would 
be used for people’s benefit.

There is one more important point 
which we should consider in this con­
text. The private control of banking in 
India as elsewhere is in conflict with the 
public, policy. The banking habit in the 
countr>' is at a very low ebb. The joint 
stock banks have failed to  provide 
credit facilities to undeveloped areas. 
In consequence banks are heavily con­
centrated in a few towns and in a few 
States. For instance, there are only six 
banks in Andhra as against 45 in Bom­
bay, 140 in Madras and 142 in Travan- 
core-Cochin. In Orissa and Assam there 
are only two and five banks respectively. 
At three places having a population of 
10  lakhs  and  over,  there  are  438 
oflBces  of  banks  whereas  for  349 
places  with  a  population  between 
5,000  and  10,000  there  are  only 
479  offices  of  banks  which  is  a 
little more  than  one . office  per place. 
Therefore, with a view to develop under­
developed areas and backward sectors 
of our economy,  public control and 
ownership of banking is very necessary.

Some doubtful Cassandras  may say 
that if the whole of banking is brought 
under social control and ownership, the 
depositors would lose confidence in the 
nationalised set-up and business  would 
fall. For such critics I have only to say 
that the credit of the banks itself de­
pends mainly upon national credit which 
in turn depends upon the Government 
and its policy. As a matter of fact, the 
joint stock banks with a view to inspire 
confidence of the public in them, often 
take pains to publicise the fact that most 
of the depositors’ money is safely  in­
vested in Government securities.

Mr. Depoty-Speaken The hon. Mem­
ber has been consulting his notes too 
often.

Shri M. S. Gunipadaswuny: Because 
of the  statistics, Sir. I have to refer 
in extenso.

Mr. Deputy-Speaker: I did not inter­
fere then.

Shri A. M. Thomas (Emakulam): It 
is rather unusual with him.

Shri M. S. Gunipadaswainy:  Apart
from this, where the Government itself 
is doing business in post office savings 
banks, its performance has yielded bet­
ter results than the joint stock banks. 
For instance, between 31st March, 1948 
and 31st March, 1954, deposits of the 
post office savings  banks  rose  by 
Rs. 10̂*84 crores, i.e., from Rs. 128 -11 
crores it rose to Rs. 231*95 crores. The 
number of depositors rose from 31*53
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lakhs to 50-70 lakhs. As against  this, 
the deposits of all the joint stock banks 
in the country fell from Rs. 1118*23 
crores  on  31st December,  1948  to 
Rs. 1062-53 crores on 31st December, 
1954  which  means  a  decline  of 
Rs. 55 -70 crores.

The hon. Fmance  Minister, while 
speaking on the question of nationalisa­
tion of life insurance on the 29th Feb­
ruary, 1956, said :

“The  industry was  not playing 
the role expected of  insurance in 
modern States and efforts at im­
proving the standards by further 
legislation, we felt, were unlikely 
to be any more successful than in 
the past. The concept of trusteeship 
which should be Ae comer-stone 
of life insurance seemed entirely 
lacking.”

I would just ask the Finance Minister 
-whether the same thing could not also 
be said about the private  commercial 
banks. ,

In the course of the speech the Fin­
ance Minister also said :

“All  control or regulation  is 
negative in character. It can pre­
vent what is demonstrably bad, but 
it cannot raise standards.’'

So, may I also ask the Finance Minis­
ter whether his words will not apply 
■with equal force to the case of banks?

Before I close, 1 want to mention one 
thing and it is this.  The Second Five 
Year Plan and the subsequent five year 
plans require enormous liquid resources 
for fulfilment. Further, the accelerated 
-economic  development would  depend 
upon the availability and rational dis­
tribution  of credit.  These  objectives 
can however be realised to the optimum 
point only when the whole of banking 
Is transferred from private to public sec­
tor. And let not fears daunt the Fin­
ance Minister while taking such a deci­
sion. By such an act he might be dis­
pleasing his present company of a few 
financial  oligarchs  but he would be 
thereby regaining the love of millions of 
people in the country.

With these words, I commend  my 
resolution  to the acceptance  of the 
House.

Mr.  Deputy-Speaker;  Resolution 
moved :

"This House is of opinion  that 
Government should take steps to 
nationalise the banks in the coun­
try:*

There are one or two amendments. I 
will have to enquire from those hon. 
Members whether they intend to move 
them. .

Shri D. C. Sharma (Hoshiarpur): 1 
beg to move :
That for the original Resolution, the 

following be substituted :

“This House is of opinion that 
a Committee  consisting  of five 
persons be appointed by Govern­
ment to devise the best  way of 
nationalising  the banks in  the 
country with instructions to report 
by the end of August, 1956.”

Mr.  Dcputy-Speaker ;  Amendment 
moved :
That for the original Resolution, the 

following be substituted ;

“This House is of opinion that a 
Committee consisting of five per­
sons be appointed by Government 
to devise the best way of nationalis­
ing the banks »n the country with 
instructions to report by the end of 
August, 1956.”

1 hope hon. Members are aware that 
there is a limitation of time—15 minu­
tes for each Member.  That will be 
strictly  observed. Shri  Kottukappally 
may speak now.

Shri Kottukappally (Meenachil): Mr. 
Deputy-Speaker, I rise to oppose  the 
resolution moved by my friend  Shri 
M. S. Gurupadaswamy. I was listening 
very carefully to all the arguments that 
he advanced for the nationalisation of 
banks in India, when I listened to him,
I thought I Was reading some text-book 
in the silences of  library. I did not 
find him quoting any country or quot­
ing the instance of any one nation which 
has nationalised its banks. He said that 
for the development of an undeveloped 
country the first thing to be done is the 
nationalisation of the private joint stock 
banks. I wish to ask him in ̂ 1 serious­
ness and in all sincerity whether  the 
development of Great Britain, whether 
the industrial growth of Great Britain, 
whether the agricultural prosperity of 
Great Britain were based on a previous 
nationalisation of the joint stock banks. 
It is, I think, about  125 years since 
joint stock banks, to begin with were 
started as small banks there. First there 
were banks in coun̂ centre and then 
there came into being a  number of 
banks in District centres. Large nimibers 
of them were distributed in all parts 
of Great Britain  when they started 
functioning. If you follow closely the 
economic history of Great Britain and



6625 Resolution re. 27 APRIL 1956 Nationalisatum of Banks  6626*

[Shri Kottukappally] 
the way in which Great Britain founded 
one of the greatest financial empires in 
the world, you will understand ttiat the 
growth, the prosperity and the  develop­
ment of Great Britain were all co-cval 
with the development of joint  stock 
banks in England.

Then, look at the United States from 
the time of the colonisation of the Unit­
ed States by the peoples from Europe. 
Was the  development of the United 
States due to any previous or on ac­
count of any nationalisation  of joint 
stock banks? No, Sir. If the truth were 
to be told, if you analyse the facts of 
economic history you will find that it 
was the other way round.

Shri M. S. Gurupadaswamy mention­
ed bank failures in India. Really I was 
wonder-struck at it. I am a man who 
lives like him in ihis land, who reads 
the daily newspapers, in this land.  In 
all these years has there been any ma­
jor bank failure in India? Our Finance 
Minister, Shri C. D. Deshmukh,  has 
often beert telling this House, time and 
again, that of all the banking industries 
in the world the banking industry  in 
India is the most perfectly controlled. 
If he takes up the arguments of bank 
failures, let me take the case of other 
industries or businesses. Take the  ship­
ping industry. You can say that during 
the last 100 years so many ships have 
sunk in the Pacific Ocean, in the Indian 
Ocean and in the Atlantic Ocean, and so 
shipping is no means  of right  trans­
port. I can cull out instances of hun­
dreds of thousands of train disasters in 
India and elsewhere and tell the  hon. 
Member that no more railways should 
be utilised as a means of transport, be­
cause it is not safe! In the same way, I 
can quote hundreds of air-crashes and 
say that on account of these air-crashes 
aeroplanes should be damned and con­
demned as a means of safe, secure and 
comfortable means of transport for the 
people. His quoting of the figures  in 
regard to bank failures reminded me of 
that rotten book which we read years 
back, written by Miss Mayo, about In­
dia. Go to any Government department; 
go to any mercantile firm in any coun­
try.  You can, of course, see instances 
after instances where they have failed, 
this institution has failed or that  de­
partment has failed. But that does  not 
take away the usefulness, the good, the 
contribution that these people, these ins­
titutions and all these departments have 
made, as a whole, to the development 
of the country at large.

What is the ratio of the assets and lia­
bilities of the banks which have failed 
during the last 15 years, compared to- 
the total consolidated assets and liabili* 
ties of the joint stock hanks? That  is 
a question I have to ask.

Let me compare  the figures  from 
other countries with regard to the deve­
lopment of joint stock banking in In­
dia. I have some figures with me here. 
What is the number of banking offices- 
per million of population in the United 
Kingdom ?  It is 229. In the United 
States it is 129. In Canada it is 256. In 
Australia it is 450. In Shri Gurupada- 
swamy’s India—̂he must realise, beforê 
condemning all these institutions—

Shri  Feroze  Gandhi  (Pratapgarh 
Distt.  West cum  Rae Bareli Distt.— 
East):  Is the country his ?

Shri Kottukappally: Of course, it is 
my country, and it is yours also.

Shri Nambiar (Mayuram): You must 
not condemn; you must embrace and 
take it

Shri Kottukappally: It is just the other 
extreme,

Mr. Deputy-Speaken Let not India be 
divided between yourselves; we are alsa 
here.

Shri KottukappaUy : Mr. Gurupada­
swamy has seen a part of India which 
I have not seen.

Shri V. P. Nayar (Chirayinkil): I will 
show you.

Shri KottukappaUy: Perhaps into the 
forests.

In India, for every one million pe(> 
pie, the number of banking offices is 
only 16 against 450 in Australia where 
the population is only just as much as. 
that of my small State, Travancore-Co- 
chin, i.e„ about a crore. If in Canada 
there are 256 banking oflBces for a po­
pulation of one million, that has not 
been brought about by the Government 
of Canada. If the number of banking 
offices in the U.K. is 229 for a popu­
lation of one million that development 
has been brought about not by the na­
tionalisation of banks by the Govern­
ment. It has been done by private in­
terests.

In a way, the principal banking inŝ 
titution in India, the Imperial Bank of 
India, was from the very beginning a 
semi-nationalised institution. Now it is 
completely nationalised and it has  be­
come the State Bank of India. If you 
look into the history of the Imperial 
Bank, you will find that it came out of
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the amalgamation of the three banks— 
the Bank of Bengal, the Bank of Mad­
ras and the Bank of Bombay. What is 
the help that this Imperial Bank  has 
given to the people  of India?  I am 
speaking with some intimate knowledge 
of the conditions in my State.

[Pandit Thakur Das Bhargava in the 
Chair]

There are just one or two branches of 
this bank in my State and they have been 
serving the foreigners. If they lent mo­
ney, if they discounted bills, they dis­
counted the bills not of Indians, not of 
the people of Travancore-Cochin, but 
ot European companies like  Volkart 
Brothers, the Peirce, Leslie and Com­
pany and made those people richer and 
richer. Some 30 or 40 years back, the 
people of my State had to depend en­
tirely on indigenous money-lenders, but 
the rate  of interest that they  were 
charging was 12 to 24 per cent. Under 
those conditions, a large nimiber  of 
joint-stock banks were formed in my 
State. If you look at the history of  the 
economic  development of my State, 
whether it be in the matter of expan­
sion of plantations like rubber, tea, car­
damom, lemon grass or cashew or whe­
ther it be in the expansion of industries 
like, coir, oil and others or whether it 
be in the expansion of transport, you 
will find that all this economic prosperi­
ty of Travancore-Cochin is due to  the 
large number of small joint-stock banks 
in the State. We have earned much dol­
lar exchange for the country. All  this 
economic prosperity of Travancore-Co- 
chin is due to the  joint-stock banks 
founded by the Travancore-Cochin peo­
ple, run for the benefit of the Travan­
core-Cochin people by the Travancore- 
Cochin people. I do not know  wtiat 
would have happened to that congested 
poverty-stricken  State if these  joint- 
stock banks were not there. It is well- 
known that  my State is a shallow 
water-logged land, a land of back-wa­
ters. Nowhere else in the world, ex­
cept perhaps in Holland, has reclama­
tion of back-waters into smiling punja 
paddy fields been achieved, as has been 
done  in Travancore-Cochin.  I would 
just request my hon. friend to go and 
enquire as to who helped in the recla­
mation of the water-logged land. It was 
not the Imperial Bank. But for our joint- 
stock banks and the help they gave the 
cultivators, the people  of  Travancore- 
Cochin, deficit as the State is even now 
in paddy would have starved during

the ration ̂riod. It was the banks that 
were established by our own people in 
our own territory that helped us.

I am now looking at a map given in 
the statistical tables relating to banks 
in India and showing the distribution 
of the branches of the State Bank of 
India in India. What do we find here? 
The branches are huddled together in a 
certain part of the country. A large part 
of Central India is left out; Orissa is 
left out; Travancore-Cochin is left ouL 
I will challenge anybody  to examine 
what the Imperial Bank has done  to 
the people of India during the 70 years 
of its existence. Who developed the tex­
tile industry in India? Who developed 
the cement industry in India ? Who de­
veloped the sugar industry in  India? 
Who financed these  industries ? The 
Imperial Bank was financing European 
companies.

We have already nationalised the Re­
serve Bank; we have already nationalised 
the Imperial Bank and we have recent­
ly nationalised the insurance companies. 
In a leading article  in  the Hindu­
stan Times, commenting on the speech 
of Dr. John Matthai on the working of 
the State Bank of India during  the 
last year, it has been said that the de­
posits of the State Bank of India have 
gone down since its nationalisation while 
the total deposits of all the joint-stock 
banks in India have considerably gone 
up. Of course, it may be said that it is a 
temporary feature; that the State Bank 
of India will be run in the safest and 
in  the  most  beneficial way, have no 
doubt thanks to Dr. John Matthai being 
at its headl

Mr.
time is up.

The hon. Member’s

Shri Ko ppidly:  With our short
and limited experience, we wiU have 
to be very careful. We should be cau­
tious and we should go slowly. We have 
always to be circumspect.

Shri  Mattheo  (Thiruvallah):  Mr.
Chairman,___

Shri Nambnir:  (Mayuram):  An ex­
banker.

Shri Matthen: Yes; an ex-banker. I 
have nothing to do with banking today. 
I am as poor as Shri Nambiar over 
there. No capitalist;  nothing of  the 
sort.

An Hon. Member: Free of all encum­
brances.
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Shri Matttieii: I speak with some back- 
ôund in banking. I have been follow­
ing Shri M. S, Gunipadaswamy’s advo­
cacy of nationalisation. But, I am sorry 
to say that I cannot support him whole­
heartedly.

It is true that I have been the first 
Member of Parliament here who  has 
been advocating nationalisation of insu­
rance companies. In a way, I am for 
nationalisation of banks. But the differ­
ence in my advocacy for nationalisation 
and the advocacy of my hon. friend Shri 
M. S. Gurupadaswamy or anybody is 
this. 1 want to retain the private sec­
tor. I want to retain an element  of 
competition in business. Without an ele­
ment of competition, no industry  will 
r̂ow properly. As I said on a former 
occasion, monopoly  corrupts, whether 
the monopoly is handled by the Gov­
ernment or by the private sector.  We 
have already done the nationalisation 
of the Imperial Bank, that is 50 per 
cent, of banking with prospect of  con­
trolling mofussil banking. It is not urban 
banking only. That is the great policy 
laid down in the nationalisation of the 
imperial Bank. It will in  due  course 
spread into the rural areas. If you obli­
terate the private sector, I am sorry to 
say, it is something which eveiybody 
will regret. The economy of India will 
regret. Today, if you go into the coun­
try—I know my State and I have gone 
to several  States  recently—one fear
which the  people share,—even  those 
who had been advocating nationalisation 
of insurance—is the fear whether  the 
standard of service will go down, when 
a man dies, whether his  widow who 
needs the funds, will get them in time 
without the redtapism of government or­
ganisations. That is why, even though I 
have been advocating nationalisation, I 
rather insist upon retaining a small effi­
cient private sector with sufficient con­
trol.

I am with Shri M. S. Gurupadaswamy 
and I believe that this is one depart­
ment of industry where the public  has 
the right  to demand  nationalisation. 
Just like the insurance premium  that 
is collected, the deposits that are col­
lected here from a public trust. It is 
not like investment in a steel factory 
or a textile factory where all the invest­
ment is made by the manager and pro­
prietor and he gets the profit or suffers 
the loss. Here, it is a matter of credit. I 
agree. But, it is very equally important 
for the economy of India that the pri­
vate sector should be maintained and 
efficient competition should be maintain­

ed. I invite the attention of my hon friend 
Shri M. S. Gurupadaswamy to the great 
industrial development of Germany un­
der Kaiser William, At that time the 
world industry was controlled by  the 
U.K.
Shri V. P. Nayan (Chirayinkil): You 

want India to be made Kaiser’s Ger­
many?
Shri Matthen: Have some patience.

The industry and trade of the world 
was in the hands of the U.K. at  that 
time.  When the Kaiser realised  the 
potentiality of foreî trade, what did 
he do? He did not insist on the old bank­
ing principles of the British to be copied 
in Germany, but he gave a free hand: 
not much of control. Because if  the 
orthodox banking principles of the old 
British banks are copied in India  or 
were copied in Germany, very few peo­
ple could take advantage of the credit 
offered, 1 can give an example. I think 
Shri  KottukappaUy  referred  to  the 
development of the plantation industry 
in  Travancore-Cochin or  the  cashew 
industry. When I was a banker, I take 
credit to have taken banking to the mid­
dle classes and the lower middle clas­
ses, to have democratised banking. At 
that time, cashew was practically not a 
commodity which fetched any price. I 
am talking of the eariy twenties. I came 
across an American  representative  of 
the General Food Co.. He said that the 
market in America for the cashew was 
very great. He saw the nuts available 
in Quilon and said these are the biggest 
and best that I have seen, will you help 
me? I went to the big merchants of the 
place and asked them to start a cashew 
industry: shelling and packing business. 
I knew the margin ot profit was 400 
per cent. They all refused. Then, I had 
to go in for the people who had no as­
set of their own. I gave them money 
for buying nuts, for buying cycles, for 
thatching their houses and persuaded 
them to do this cashew business. Today, 
that is the biggest industry in Travan- 
core-Cochin. One person to whom no­
body would have  advanced Rs. 100 
then, is today one of the richest men 
in Travancore-Cochin. If anybody had 
followed a conservative policy, even if 
the Government were in the field, Gov­
ernment would not have looked at these 
people for advancing  moneys. I knew 
the margin of profit. I knew the letter 
of credit was with me. The only thing 
I had to make sure was that the nuts 
purchased are broken and packed. I 
knew that these common  people are 
more honest than the rich people.
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Some Hon. Membeis: Oh yes.  .

Shri Mflttthen t They maintain a high­
er standard of morality than the so-caH- 
cd big capitalists.

My main point is this. If a qonserva- 
tive policy had been followed, even if 
the Government were in the field of bank­
ing, Government would not have look­
ed at these people. As I said, several of 
those people are rich today, because of 
the liberal policy pursued by the private 
sector. I had freedom to do that. When 
I was convinced ! made the advance. 
My point is, in every industry, especi­
ally in banking and even in insurance, 
though it is too late  today  to speak 
about it—I think there should be inde­
pendent corporations so that there may 
be competition—this spirit of competi­
tion is essential for development As I 
said, the development of German indus­
tries was due to the banking policy of 
Germany.

Shri M. S. Gurupadaswamy was plac- ■ 
ing too much stress on bank failures.
1 think my hon. friend Shri Kottukap- 
pally has replied to it. After the Bank­
ing C ompanies Act, after the Reserve 
Bank aas started pursuing a policy  of 
control over private banking, the story 
is different. Hardly any bank has failed.
I am sure bank failures will be fewer 
and far between, and will be nil. if the 
present policy adopted by the Reserve 
Bank is continued.

Shri Feroze Gandhi : Was not there 
the Reserve Bank when the  Calcutta 
Banks failed?

Shri Matthen : The Reserve Bank was 
there. That was exactly the  mistake. 
Our Finance Department was there. But, 
the' Finance Ministry did not exercise 
the control which it should have exer­
cised on companies. If it had been done, 
the corruption, etc., that my hon. friend 
was referring to in Dalmias, would not 
have taken place. They never exercised 
the rights that they had. There were 
scheduled banks and other banks. They 
never cared for the small banks. Even 
on scheduled banks the control  was 
limited. Today, it is different. On sche­
duled banks, non-scheduled banks and 
small banks, the Reserve Bank is exer­
cising control. I am for control. I am 
not at all against control. I am against 
laissez faire capitalism. My only differ­
ence is this.. As far as banking is con­
cerned, we have done nationalisation. If 
we do more, it will be something which

we will not be able to swallow, we have 
not got the personnd, we haVe not got 
the machinery. This is not tiie time for 
India to go into lines like this, when 
we can devote our attention and energy 
and finance for developing basic indus­
tries. Therefore, in the present coiitext 
of our industries, especially the develop­
ment of small industries, it is  only the 
small banker or the private banker who 
will take the risk and go to their help. 
I think it will be absolutely unwise to 
resort to nationalisation of banks as we 
have done in the case of insurance.

Shri V. P. Nayar: I whole-heartedly 
support the resolution of Shri Gurupa­
daswamy.  I would have very  much 
wished___

Shri Feroze Gandhi: Wholeheartedly 
or headedly?

Shri Nambian Here is an alternative.

Shri  Chattopadhyaya (Vijayavada): 
Full-throatedly.

Shri V. P. Nayar : If after the words 
“should take steps” in his resolution, he 
had added “immediately” I would have 
welcomed it all the more.

The two bankers who spoke after him, 
a banker and an ex-banker, banked too 
much upon their banking experience ta 
argue their case, in vain.

Shri Chattopadhyaya: Alas!

Dr. Lanka Sundaram (Visakhapat- 
nam) ; There is provision for overdraft!

Shri  Chattopadhyaya: They  might 
catch it. *

Shri V. P. Nayar: I was very much 
interested to hear the present banker 
or the current banker, Shri Kottukap- 
pally. He certainly has some experience 
and his bank has done some good work 
in Travancore-Cochin at least. He says 
that the banks have been  functioning 
vety efficiently, that in Travancore-Co- 
chin the banking facilities are very much 
more. Why is it I ask him then that, if 
the banks are functioning very much 
better  in Travancore-Cochin  than in 
other parts of India, his bank and the 
other banks in Travancore-Cochin  do 
not so far pay the rate as suggested by 
the award?

There alone the banks do not func­
tion.
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Shri Kottnlappidbr:  The bank with
which I am  connected is paying the 
rate  according to the award, it  was 
paying it even before the awâ.

Shri Bhagwat Jha Azad (Purnea cum 
Santal Parganas) : One swallow  does 
not make a summer.

Dr. Lanka Simdanim:  The swallow
will swallow.

Shri V. P. Nayan We are here consi­
dering whether in the present context 
the banks have to be nationalised  or 
not. I am not going into the details of 
the history of banking.  We all know 
how the banking industry in this coun­
try has developed. Even as late as 1925 
I find there were only 28 banks while 
today we have very many more, over 
400 or so. That is not the point But the 
ijanking industry has today developed 
in such a way that it has become  an 
apparatus of exploitation in the  hands 
of a few people, who suck the life-blood 
of the people in various ways.. There 
is no denying that.

If you go through the analysis of the 
banking industry, you will find that  it 
has done very,  little in the matter of 
*developing India’s agriculture. To some 
it may be an arguable question whether 
it is part of bailing or not, but for us 
it is not an arguable proposition at all. 
From the data coUected by the Reserve 
Bank we find that out of Rs. 557 crores 
that the banks have advanced, Rs. 120 
crores or about 34-3 per cent, has gone 
for industry. For commerce they have 
advanced Rj. 278 crores, or about 50 
•per cent. And for agriculture it is Rs. 5 
crores. Here my friend was saying: **We 
have given money to cashew, ginger, 
pepper, lemongrass oil etc.” All that in 
Travancore-Cochin plus what you have 
'given for  agriculture  and agricultural 
commodities in the entire country comes 
to only Rs. 5 crores, which is less than 
one per cent, of the total investments of 
the Banks. Is it fair that in a country 
where more than 80 per cent., of the po­
pulation is depending upon agriculture, 
the banking industry develops to a great 
extent but gives less tihan one per cent, 
to agriculture?

Shri 
one word?

t: May I interrupt and say

The policy of the Reserve Bank was 
against agricultural finance, it was only 
for commercial  banking. You  cannot 
’Name the banks for it.

Shri V. P. Nayan I «n coming to *h?t. 
Indian  banks  have advancecT Rt. 47 
crores by way of personal loans on per­
sonal security, which comes to about 
nine per cent.

Shri Kottuka|>pally: At least 45 per 
cent, of the entire private banks’ depo­
sits in India are invested in Govemment 
securities. Including those of  the banks 
in Travancore-Cochin State.

Shri V. P. Nayan Whether you have 
invested 45 per cent, or 50 per cent 
ID Govemment securities is not the pro­
position before us. What I say is that 
the money which the banks have in In­
dia today is utilised to the extent of 
34-3 per cent, for industries and 50 per 
cent, for commerce. What is commerce? 
We know that these various banks are 
not controlled by hon. friend like Shri 
Kottukappaliy. Tbe banks are in  the 
hands of tycoons and monopolists in 
Industty. Which big industrial house in 
India is not connected directly with  a 
bank ? I say the houses of Tatas, Birlas, 
Dalmias, Jaipurias,  Kanorias, Singha- 
nias and Bangurs have all their banks. 
Every big industrial house has its own 
banking enterprise.

Shri Feroze Gandhi: Except the House 
of the People?

Shri V. P. Nayar; Except the House 
of the People, everybody has a bank 
says Mr. Gandhi. ^

Shri Nambian We should also have a 
bank.

Shri V. P. Nayar: This is the position 
that we have.

My friend was asking a  question: 
would Shri Gurupadaswamy point out 
any instance of either the United King­
dom or the United States of America 
having nationalised the banks. But can 
my friend Shri Kottukappaliy say whe­
ther either the United States of America 
or the United Kingdom have declared 
for themselves the goal of a  socialist 
pattern of society as we have done for 
this country?

Shri Bhagwat Jha Azad: Clause  4 of 
the Bank of England Act gives power 
to control the banks.

Shri V. P. Nayan Please allow me to 
proceed.

Nationalisation of banks, as far as I 
can see, especially in the context of 
die Second Plan frame which is before
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me, is ao imperative necessity as Gov> 
erameot teUs us that this Plan wffl take 
us to the fringes of a socialist pattern 
of society. What is a bank for? A bank 
is not for Shri Kottukappally to be  a 
managing  director or for me to be its 
manager; or for a monopolist to be fin­
anced. It has to cater to the financial 
needs of the people. I was surprised to 
find that even as late as in the wake 
of the Second Five Year Plan, Govern­
ment do not commit themselves  to  a 
declaration of policy that here and now 
the major banks will be  nationalised. 
I was going through the Second Five 
Year Plan report. I read every line of 
it. The importance of finding more fin­
ance has been stressed over and over 
again. The fact that the Imperial Bank 
has been nationalised has been mention­
ed as a credit in the First Five Year 
Plan. The fact also that the insurance 
■companies are being nationalised is men­
tioned. But I do not fed a word about 
nationalisation of banks which we have 
necessarily to have.

If you will permit me, Sir, I will read 
one or two sentences only to show how 
much important it will be for the Second 
Five Year Plan. I am reading  from 
page 17 of the draft Second Five Year 
Plan.

“The recent decision to nation­
alise life insurance has added an­
ther potent instrument to the re­
pertory of the public sector  for 
raising savings and for regulating 
and directing the flow of funds in 
accordance with the requirements 
of the plan.”

I ask this simple question of the hon. 
Minister of Revenue and Defence Ex­
penditure who is here; if nationalisation 
of insurance can be considered to be 
a useful repertory, can we not consider 
nationalisation of banks, as a repertory 
with a greater potentiality for the financ­
ing of the Second Five Year Plan? The 
banks between them  have  assets of 
about Rs. 1200 crores. No joke. Can we 
not,  by  exercising  greater  control 
through nationalisation and by bringing 
the banks into the public sector, pre­
vent at least the tax evasion which is 
so rampant today? The Government of 
India does not have powers to ask the 
banks to disclose the accounts of pri­
vate gentlemen. I do not think even the 
Reserve Bank has that power. The Re­
serve Bank does not have powers, for 
example, as those of even the Control 
Commissioner of France. When we ask 
questions, they say it is not in  the

public interest to disclose  certain  fig­
ures relating to safe depo«t vaults.  I 
ask the Minister whether it will not be 
conducive to prevent tax evasion if the 
banks are nationalised because most of 
these professional tax-cvaders have their 
accounts in banks under so many namf̂ 
and banks, if they were under Govern­
ment management, could certainly find 
outj I do not want to argue on that point 
at any greater length.

Shri M. S. Gnmpadaswaray :
vaults.

Safe

Shri V. P. Nayar : It is a question 
which has been asked several times and 
oftentimes the reply has come that  it 
is not in the public interest to disclose. 
All this can be prevent̂ if we nation­
alise the bâs. There is no question 
about it. Thirty crores of rupees is esti­
mated to be the annual loss on account 
of tax evasion in this country. I think 
it should be very much more, but evoi 
if we take that estimate, a very large 
percentage of that can be found  out 
and money realised if only Government 
had greater control over the banks.

My friend was asking whether  in 
the United Kingdom it has been na­
tionalised. Why do we copy other things 
from the United Kingdom? For his in­
formation I can tell him that in Aus­
tralia when the Labour Government was 
in power, banks were nationalised. All 
the banks were nationalised, but unfor- 
timately after that there was an order 
from the competent court declaring that 
particular Act to be ultra vires.

But then the Labour Government fell. 
The Liberal Government which followed 
passed another Bill withdrawing the pre­
vious Act, and thus got Shri Kottukap- 
pally’s  friends in Australia  another 
lease of life. That was what happen̂.

4 P.M.

Shri KottukapjpaUy: But  we  can
follow more ancient countries.

Shri V. P. Nayan I om coming to 
ancient India also, and not even ancient 
countries. My hon. friend was  saying 
that no other country has done it. I 
would commend to my hon. friend this 
report on banking, which I have in my 
hand namely  the Overseas Economic 
Surveys of UK which gives an account 
of the banking industiy in France. If 
my lion, friend will go through it,  he 
will find that France has now nation­
alised five banks which are called Depo­
sit Bank$, and which between  them.
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have 60 per cent, of the banking indus­
try of France. 1 do not say that every 
bank herfe should be nationalised tcwnor- 
row. That may not be possible.  But 
certainly, all the scheduled banks, all 
the exchange banks, and all the first- 
grade banks, can be nationalised within 
a very short period. Even then,  Shii 
Kottukappally’s bank will not be left 
out, because his is a big bank too. That, 
however, is a different matter. I would 
ask my hon. friend whether in other 
countries—I do not say anything about 
the socialist countries—-the banks have 
been nationalised, as for instance, in 
Czechoslovakia or in any other coun- 
trv. But my hon. friend does not know 
anything about that,  because he only 
asks; ‘Have we got an instance of  the 
banks having b̂ n nationalised in the 
United Kingdom? Certainly not.\

Shri Kottakappally: In UK, they have 
nationalised the Bank of England.

Shri Bhŝ at Jha Azad: They have
wide powers to control the other banks.

Shri V. P. Nayan But that is a Central 
Bank. Most of the capitalist countries 
have also nationalised the Central Banks. 
Even the  capitalistic  countries  have 
had to nationalise their central banks. 
But in Australia,, as 1 said earlier,  all 
banks were being nationalised; in France 
also, some other banks besides  Centr̂ 
Banks were being nationalised. That is 
the point which I want my hon. friend 
Shri Kottukappally to bear in mind be­
fore  he  comes  forward  lo  make  a 
sweeping charge. Let my hon.  friend 
come out with any other example.

Now, Sir, I would like to say some­
thing about the present plight of  the 
banking industry. We know that bank­
ing is as old in India as the Vedas. 
There are references to loans  in the 
Vedas. And as a student  of Sanskrit, 
you know that Kautilya’s Arlha Shastra 
prescribes a limit for the interest which 
can be claimed on loans and on securi­
ties. What is the position of banks to­
day? Apart from the banks which  are 
either scheduled or non-scheduled, there 
is another apparatus spreading its vici­
ous tentacles all over the country, name­
ly  the private  moneylender’s  banks. 
What is its role?  He also claims that he 
has given finance for the agriculturist, 
and that he has given finance for the ar­
tisans and the small men. But what is 
the interest that he charges? Here, Kau- 
tilya’s Artha Shastra h tom  to pieces. 
He charges one hundred per cent.

Shri Chattopadhyaya: So is the man
who borrows.

Shri V. P. Nayar : What is the trick 
that these money-lenders play ? You can 
have any numl̂r of loans from these 
usurious money-enders, but if you take 
a loan of Rs. 100 from them, they will 
take a receipt from you for Rs. 500, 
and when you pay, you have to pay the 
interest on Rs. 500 at 9 or 12 per cent, 
and pay the principal at Rs. 500. Is 
this not being done by the private bank­
ers? This is done even by the bigger 
banks privately. Whatever laws may be 
in force which may prevent  usurious 
practices. We find that in this country,, 
because there is no State-owned bank­
ing industry, and because there  is some 
difficulty in finding adequate finance, a 
set of nefarious  operators prowl  for 
prey in this private banking line,  and 
they are allowed to continue to do so. 
If we were to make it possible for  the 
people to think that a State Bank will 
cater to the needs, I submit that  that 
aspect also will be to the advantage of 
the people.

I want to draw the  attention of the 
Minister to  certain  other aspects. I 
want to pose certain questions before 
him, which if he answers, I shall be very 
happy. Is it not a fact that the policy 
of the banks as we find today  runs 
counter to the national needs ? Is it not 
a fact that when there is a favourable 
price situation, the banks are very li­
beral, and when there is an unfavour­
able price situation, the banks tighten 
up, and control the advances more? I 
would also like to ask hip whether, in 
India, today, with what my hon. friend 
Shri Kottukappally calls a “well-develop­
ed banking industry”, it is not a fact 
that the banking industry is controlled 
by a few people who have monopolistic 
control over other spheres of activity 
in the industrial and commercial sector. 
Is it not a fact that some of our biggest 
bankers happen to be owners of the big­
gest industries in India and the biggest 
business houses? I do not want to waste 
the time of the House, but the examples 
which I v̂e before will indicate  the 
real position.

Shri Matthen: Control the bank.

Shri V. P. Nayar: Thed do. I do not 
want to name anybody, but even sonie 
of the biggest industrialists having their 
own ban̂ see that their ventures  get 
more money at the right time while the 
others do not get it. So many reports
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on the banking industry have brought 
out these matters. I do not propose to 
argue those points now.

My regret is that when we say that 
we are marching  forward, and  that 
from here all roads  lead  to a socialist 
pattern not even the socialistic pattern 
and when we say that Government must 
find out all possible resources from  the 
country, this vitally important source of 
getting adequate finance, namely bank­
ing, should have been left to the pri­
vate sector. And I feel that Government 
not committing themselves to a state­
ment of policy that at least the Sche­
duled Exchange Banks will be forthwith 
nationalised, should make the Minister 
blush with shame.

In conclusion, and after  omitting 
most of the points which I wanted to
put iorward...........

Shri A. M. Thomas (Emakulam): My 
hon. friend ought not to have faced 
Shri Kottukappally.

Shri V. P. Nayan ... I would say that 
in order to save the people from the 
predatory money-lenders,  in order to 
save our country from the economic mal­
adjustments which are deliberately creat­
ed by banking institutions today,  and 
in order to facilitate  the Plan  being 
worked out to a success, all the banks 
should be nationalised, the bîer ones 
being taken up in hand immediately for 
nationalisation. I hope Government will 
have no  hesitation in doing so, if as 
they proclaim from the house-tops their 
objective is to usher in an eĝitarian 
society.

Shri Bhagwat Jha Azad: Though the 
institution  of banking has  progressed 
very much since the first bank was es­
tablished in the world, yet in India, the 
first bank that was established, namely 
the Commercial Bank of Oudh, was es­
tablished in 1881, and after that, during 
the period that has intervened up  tiU 
now, the progress of banking in India 
is very dimsally disappointing. If we go 
through a close review of the banking 
industry  in India, we find that  the 
vety objective for which we have had 
this institution has not been fulfilled 
or realised in our country.

According to the great authority on 
banking, Mr. Sayes, the main issues that 
arise in the case of the banking indus­
try are the efficiency issue, the integra­
tion issue, the monetary issue, and the 
general and transitional issues. I need 
4̂-101 L. S.

not go into the details of all these theo­
retical propositions. But I shall straight­
way go on to deal with the first issue, 
namely the efficiency of the banking ins­
titution in India. The certificate of effi­
ciency is very well reflected in the num­
ber of bank depositors in India, which 
is only 36 lakhs, that is one per cent, 
of the entire  population, and almost 
half of those  who are  insured. It is 
very well  reflected  also in the offices 
which were only 4819 in 1947, but have 
since come down to only 4014 in 1954. 
The number of depositors and the num­
ber of offices reflect very well  the cer­
tificate given by the people of  this 
country to the banking institution  and 
the bankers.

These 4014 offices are; situated only in 
a thousand places. My hon. friend Shri 
Kottukappally had referred to the Im­
perial Bank’s offices and stated  that 
they have entered into unhealthy com­
petition. But what about other banks? 
They have opened their branches, how­
ever, only in a very few places, mostly 
in big towns, and they have never reach­
ed the villages or the small towns. So, 
we find that 40 per cent, of their offices 
are concentrated in 64 places in this 
vast  country. So, they have failed  to 
reach, and tap the resources of,  the 
people of this country, which they have 
got to, if only we want to implement 
our Second Five Year Plan successfully 
by reaching the common man in  the 
Villages and small towns.

As a result of the prosperity in the 
agricultural sector and as a result of 
the impact of the Second World War, 
we now find that money is flowing from 
the big towns to the villages, from the 
zamindars to the labourers. Therefore, 
it is high time that the banking institu­
tions gave us a correct picture of how 
they would tap the money flowing from 
the big towns to the villages. But no­
thing like that has been given to us. No • 
efforts have been made to understand 
and realise this vast change that is going 
on in the countr>% the vast change that 
is effected by  hydro-electric schemes 
whereby vast tracts of land will be irri­
gated. How will they tap the resulting 
money that will come in the hands of 
the farmers of this country with  the 
small number of 4000 banking offices 
in 60 places? These banking institutions 
cannot take credit for helping the eco­
nomic prosperity, commerce, trade and 
industry of the country, as is the case 
in foreign countries. But what is their 
policy?
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Under a planned economy, we have 
got our Five Year Plans. We have to 
realise more and more money. We have 
to attract small  depositors and small 
borrowers. We have to fill up the gap 
by attracting the small savings and o£er 
savings of the people. These banking 
institutions adopt a highly discrimina­
tory policy with regard to giving loans. 
When they give loans to die common 
man, the ordinary borrower, they dis­
criminate by charging him a high rate 
of interest. But between the  directors, 
they mutually exchange loans. The Re­
serve Bank of India Act provides that 
the director of a bank  cannot take a 
loan from the same bank.  Therefore, 
these directors mutually exchange loans 
at a very low rate of interest. I will give 
you a concrete case without naming the 
individual. A big Kanpur  industrialist 
took a loan of Rs. 50 lakhs from  a 
bank, the head  office of which is in 
Delhi. Then the man in Delhi, in  re­
turn, got a loan of Rs. 50 lakhs from 
him. And what is the rate of interest 
charged? It is 4 per cent, or 4i per cent- 
But if a small borrower or a small depo­
sitor wants a loan, he cannot get it at 
such a rate of interest.

What is the use to which these big 
sums of money are put by these people? 
Through brokers and benamidars they 
speculate, they invest in shares of com­
panies which themselves crash at  any 
time. This practice brings not prosperity 
to the country but just result in a crack 
in the economic structure of the coun­
try.

I will give you another example of 
how they  operate.  From  a Calcutta 
branch of a scheduled bank, a sum of 
Rs. 2,43,00,000 was ‘clean lifted’—̂that 
means, by giving a personal security— 
by a certain industrialist for the purpose 
of speculation in  jute. The  Reserve 
Bank of India c me to know of this. 
*It immediately '  anded that the money 
returned wi % all grace. Humiliating 

himself, the fellow had to return  the 
money. This is how they operate.  Re­
cently, ten months ago, tbe same bank 
advanced a loan of Rs. 43 lakhs to a 
prominent industrialist. For what pur­
pose? For speculation..  Again the Re­
serve Bank came to know of it  and 
has asked for the refund of the money. 
I do not know whether he has given it 
back.

Therefore, my  point is that these 
banks discriminate in giving loans  to 
small borrowers and small depositors,

but they themselves mutually exchange 
big loans at a nominal rate of interest. 
Tfc«y go in for shares, they go in for 
speculation and thereby bring ruin  on 
the economy of the country. Shri Kot- 
tukapMlly may deny this. But this is a 
fact.  Therefore,  it is high  time  that 
v/e hurried up with legislation for na­
tionalising the banks.

I will bring tefore you a very  in­
teresting device of how these friends 
try to' deprive the poor depositors of 
their money and dividend. You know 
that these very industrialists, v/ho con­
trol the banhs, are responsible for creat­
ing scarcity in the country'. Advances 
and loans made under the cash  and 
credit system are being misused for cor­
nering conwnodities. They deposit a sum 
of Rs. 2 lakhs and take Rs. 10 lakhs 
with which they speculate. Therefore, 
this cash and credit system is being mis­
used for cornering commodities, there­
by creating  scarcit>' in the  country, 
which is an artificial scarcity. Thereby 
they deprive ttie consumers of the na­
tural benefits of prosperit>* in the coun­
try. No use is made for productive pur­
poses.

After the last war, Japan  faced the 
same situation. How did Japan tackle 
it? There also the industrialists made use 
of the cash and credit system to comer 
commodities and thereby create artifi­
cial scarcities in  commodities. Japan 
had to create a central authority to check 
advances and loans under the cash and 
credit system. Before any loan is giVen, 
the authority must satisfy itself that it 
is going to be used for productive pur­
poses. But in this countiy, there is no 
such restriction operative. They can de­
posit Rs. 2 lakhs and take Rs. 10 lakhs 
and speculate or do what they like with 
that money. I feel it is high time that 
we should not allow these gentlemen 
to play ducks and drakes with the mo­
ney of the public. Their inefficiency and 
their personal motive of profit  have 
shaken the faith of the depositors in 
this country.

Now I will pve some statistics about 
the notes in circulation, deposit liabi­
lities fmd the percentages. In India, the 
notes in circulation in December 1955 
were to the extent of Rs. 1374 crores, 
the deposit liabilities were to the extent 
of Rs. 1052 crores. That represents a 
percentage of 75. In  Canada, in the 
same period, notes in circulation  were 
to the extent of £ 1739 million (ster­
ling), deposit liabilities £.1194 million 
(sterling) and the percentage 684.
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Similarly, in South Africa,  the cor­
responding figures are £.111  million 
(sterling),  £ 465  million  (sterling) 
and 418-99 per cent. In the USA, the 
respective figures are $ 26,921 million, 
$ 10,117 million and 390*47 per cent. 
Compared to India whicli has got only 
75 per cent, in deposit, Canada has got 
684 per cent. South Africa has got 418 
per cent, and the United States has  got 
390 per cent. This shows how the coun­
try’s fziith in banking institutions  has 
been shaken by the inefficiency and per­
sonal profit motjve of these bankers. 
Therefore, it  is high  time  that  we 
nationalise these banking ir̂titutions so 
that all the  sûlus money  available 
with the public is saved for the imple­
mentation of the  Sccond Five  Year 
Plan, and not for the personal profit mo­
tive of tiiece bankers and industrialists 
in the country.

Shri Kottukappally quoted the case of 
a bank which is already  doing  good 
work. Very good. We compliment him 
on that, although I do not know how 
far it is true; but I take it as true, com­
ing as it does from my hon. friend. But 
one swallow does not make a summer, 
and this does not wipe off the actions 
of other bankers who are behaving mys­
teriously in this country.

Referring to Shri M. S. Gurupada- 
fwamy’s speech,  in  connection  with 
failures of banks, he asked : are there 
not failure of aeroplanes, trains  and 
ships? I would  respectfully  ask him: 
are these failures the sane thing as the 
bank failures ?  This  is a  fallacy and 
a bad argument. Is there any personal 
motive in these failures?

'  The pilot does his work in aU honesty 
and sincerity. Yet, unfortunately,  he 
fails. But is the failure dueno the dis­
honesty of the pilot ? On the other hand 
the bank failures arc due to unhealthy 
competition in small towns and the ifer- 
sonal profit motive of the bankers and 
their speculative activities in the share 
market and misuse of the cash and cre­
dit system. Therefore, all I can say is 
that this argument of Shri Kottukappal- 
ly*s looks very nice It is wrong to use 
this analogy and falacious argument.

We jSnd that from 1948 to 1954, there 
have been as many 294. bank failures. 
T̂is is the number regar.iing Calcutta 
alone The amount involved is Rs. 30 
crores. The poor depositors were robbed 
to the extent of Rs. 30 crores....

An Hon. Member: Looted.

£hri E!i2r.7at  Az*d : Therefore, 
this wonderful certificate of the relation­
ship between the notes  in circulalion 
and deposit liabilities shows how badly, 
how shabbily,  how poorly they  have 
treated the people of this country whose 
faith in these banking institutions ha* 
been shaken.

Then, I come to the other common 
corrupt practice of taking a small per­
centage from tiie loans that they  give 
on behalf of the bank to tbs loanee. 
They charge a small  percejatags on 
the loan v/hich they give to tlie loanw. 
Therefore,  it is essential that for  in­
tegration and monetization in this coun­
try v/e should have control over the 
commercial banlcs also because, lilie the 
Reserve Bank they also create facility 
for money.  ?

In England, the Bank of England 
Act gives wide powers. The Bank of 
En̂and has been invested with wide 
powers under clause (4) of the Bank 
of England Act,  to request information 
from and make  recommendations to 
bankers as well as issue directions, if 
authorised by the Government, provided 
that no such request or recommendation 
shall be made witli respect to the affairs 
of any customer. Thus, it is cxjwcted 
that the Treasury, the Central Bank and 
the clearing banks would have to pull 
well together. The Bank of Engjand 
Act serves as a safeguard.

As Shri V. P. Nayar said, in France 
they have nationalised banks. They have 
four deposit banks.

In Australia, in 1947, they introduced 
a* Bill for nationalisation. See what they 
have done for protecting poor deposi­
tors like ourselves. I am quotmg ̂ om 
what Mr. Chiefly, the Prime Minister of 
that country at that time, said about the 
nationalisation of banks. He gave the 
reasons for the nationalisation.

“(I) Policies of private banks* have 
run counter to national needs, llie pur­
pose of nationalisation is to take away 
powers from the hands of a few direc­
tors and to devote banking to the na­
tional service.

(2) Private  banks increased  their 
lending in good times and contract it 
in bad times, and lend always where 
the profits seemed  largest and  most 
assured. Private banks fê booms.

(3) Through the pror\is of amalga­
mation, power of priyaiJ banl±i,!» 
become conceiitJ<̂t̂ ir tlie hfr-"':
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Boards of Directors comprising a rela­
tively few men.”

This is what the Prime Minister  of 
Austr̂ia, Mr. Chiefly said in moving 
the Bill in the Federal House of Repre­
sentatives of Australia.

The same circumstances also exist in 
this country and it is high time that we 
go through this nationalisation of banks 
so that we can tap all the available re­
sources of money that goes from the 
big towns to villages  and be able  to 
bridge the gap in finance  which  we 
have got for financing the Plan, so that 
we can make people more interested in 
spending large sums of money as  is 
being done in the  U.S.A. Unless the 
banks are nationalised there is no hope 
for getting the resources of these poor 
men.. By that alone, we can go to the 
schools, we can go to the colleges, we 
can go to the temple, we can go to the 
mosque, we can go to the church and 
we can go to the field and ask from the 
people a good amount of money. In this 
way Government will guarantee the poor 
man against failure  of the bank.  In 
U.S.A.  the  Government  guarantee 
against failure of banks. Therefore, I 
do hope that Government will take ac­
tion soon.

Shri Gunipadaswamy has quoted the 
Finance Minister as to what he said 
about how these banks behave and all 
that. Therefore, with all the emphasis 
at my command, I support the resolu­
tion moved by Shri  Gunipadaswamy 
and I am glad that at least once in his 
life he has given me an opportunity 
of supporting him. *

Dr. Lanka Sondaram:  It may be a
harbinger of others.

•

Shri A. M. Thomas: Mr. Chairman, 
Sir, it has so happened that on this re­
solution on the nationalisation of banks, 
I am the fourth Member to speak from 
Travancore-Cochin. I think it is  not 
strange that many Members from that 
State have thought it fit to participate 
in the discussion on this resolution.  If 
you go through the statistics concerned̂ 
you will be able to find that it is, per­
haps, Travancore-Cochin that has  got 
the largest number of banks as compar­
ed with other States.

Two of the speakers from Travancore- 
Cochin have emphasised the great service 
that has been done by the joint stock 
banks of Travancore-Cochin. Had it not 
been for ̂  great number of banks 
in that  it would not have been

pôible to finance the small  agricul' 
turists, the small industrialists and the 
petty traders and the persons who are 
trading in commodities like pepper, le­
mon grass oil,  ginger and so  many 
others. I do not want to enter into  a 
discussion  on the services that  have 
been rendered by the joint stock  banks 
in this country.

Shri Gurupadaswamy, by his resolu­
tion, wants this House to commit itself 
to the  nationalisation of the entire 
banking business of this country. Shri 
V. P. Nayar my frienfl from Travan­
core-Cochin, who is now sailing with the 
communist party, is not___

Shri V. P. Nayar: Why ?

Shri A. M. Thomas:  Even now you 
are only a fellow traveller and not a 
full-fledged communist.

Shri V. P. Nayar: You are mistaken.

Shn A. M. Thomas: Shri Nayar has 
not chosen to go as far as Shri Guru­
padaswamy has gone. Shri Nayar has 
stated that he does not want the entire 
banking structure to be nationalised. He 
does not want to see the small  joint 
stock banks....

Shri V. P. Nayar: If the hon. Member 
were to yield.........

Shri A. M. Thonias: I do not want to 
yield.

Shri V. P. Nayan You are misinter- 
pretmg what I said. I certainly said that 
you should nationalise all the banks,, 
tomorrow or the day after.

Shri A. M. Thomas: Shri Nayar want­
ed to nationalise the big joint stock 
banks, the foreign exchange banks and 
big banks only. I do not think there 
is any necessity for this House to pass 
this resolution. The Government itself 
is committed to the spirit of the resolu­
tion. We passed the State Bank of In­
dia Act and, under section 35 of that 
Act, you will find that the State Bank, 
may with the sanction of the  Central 
Government and shall if so directed by 
the Central Government in consultation 
with the Reserve Bank, enter into nego­
tiations for acquiring the business,  in­
eluding the assets and liabilities of any 
banking institution. {Interruption,)

So, that is the provision of the Act 
that we have passed and it is open to 
the State Bank of India to take  the 
banking business of any institution in 
this country by negotiations.
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You will also find that the Committee 
•of Diîction, appointed by the Reserve 
Bank of India, 1̂  gone into this ques­
tion of the credit structure of the coun­
try especially in relation to rural credit 
It recommended for the nationalisation 
of the Imperial Bank. It has further re­
commended that the major  State-asso­
ciated banks like the State Bank  of 
Saurashtra, the Bank of  Patiala, the 
Bank of Bikaner, the Bank of Jaipur, the 
Bank of Rajasthan, the Bank of Indore, 
the Bank of Baroda, the Bank of My­
sore and the Hyderabad State Bank and 
the Travancore Bank, should also come 
within the ambit of the State Bank.

The Committee has also said that the 
Reserve Bank and the Government  of 
India should examine, in this context, 
the suitability of also amalgamating cer­
tain small State-associated banks.  For 
future application, as and when neces­
sary and appropriate, and subject to no­
tification by Government, the same sta­
tute should contain provision for similar 
compulsory amalgamation with the State 
Bank  of India of suitable,  relatively 
small commercial banks whose  bran­
ches are so situated as to be comple­
mentary in point of area of operation 
to that of the State Bank.

I think this recommendation of the 
Committee of Direction has been ac­
cepted by the Government.

Shri Gurupadaswamy cautioned that, 
as is usual, the Finance Minister ̂ ould 
not follow a pragmatic approach in this 
matter. But I would say it is a pragma­
tic approach that is necessary. What is 
the object we have in view? It is  the 
expansion of credit facilities. How best 
it can be served, is the matter which 
we have to determine. Having adopted 
the socialist pattern of society, we are 
committed to avoid  concentration of 
economic power. For that purpose, we 
have taken up the nationalisation of 
insurance. As time passes, we may, per­
haps, nationalise banking also. But, all 
of a sudden it is inadvisable to nationa­
lise the entire banking structure of this 
country. The Government might, from 
its experience of the nationalisation of 
the Imperial Bank, proceed cautiously 
in nationalising other banks. Since the 
State has entered the field, it can op̂ 
banks anywhere in .the country and in 
any number.

Shri George Thomas has quoted cer­
tain figures to show the inadequacy of 
banking facilities in this count̂.

He has quoted that for one miUion 
of people, we have got only 16 banking 
offices. When I studied Ênomics  in 
my B.A. clâ I remember that  the 
whole of India had not even the num­
ber of banks that the city of Paris had 
at that time. It shows how inadequate 
banking facilities in this country are.

So, I think, this is a field in which 
there is scope both for the private sec­
tor as well as the public sector. We have 
nationalised the State Bank of India. 
The State has stepped into this field, 
and whenever possible, for expansion of 
trade facilities, we can take up  this 
business to any extent.

There is another factor that we have 
to bear in mind in this  connection. 
Even now we leave a sector of our in­
dustry and commerce to the private sec­
tor. ITie complaint is raised from the 
private sector that now that the  State 
has come in and has launched enormous 
development plans, it is impossible for 
the private sector to get the necesŝ 
finance for its own purposes, that is, for 
the development of those industries and 
for the development of commerce which 
has been left to the private sector.  I 
think it is not possible to nationalise the 
entire banking structure now. I should 
think that the State Bank may first of 
all take over the business of the State 
Bank in the other States and even na­
tionalise some other big banks. But to 
nationalise  the entire banking  struc­
ture. ...

Shri V. P. Nayar: What do you think
of the exchange banks?

Shri A. M. Thomas: Shri Gurupada­
swamy  referred to the failure of so 
many banks. These failures have occur­
red; and they have only involved  a 
small capital, as pointed out  by Shri 
George Thomas. Failures had happened 
before the necessary amendments of the 
Reserve Bank of India Act, the Banking 
Companies Act were carried out  and 
before the Reserve Bank started to ex­
ercise the control that it is exercising 
now. Under the powers of control and 
supervision that the Reserve Bank has 
got, bank failures would be few and far 
between ; and we may take that fact 
also into consideration.

I may also say that there is another 
danger if we now all of a sudden na­
tionalise  the entire banking  structure. 
It is to eliminate the usurious money­
lender, the village sowkar, that we have 
urged the necessity of nationalising the
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State Bank and starting as many bran­
ches as possible in the viDages so that 
the rural folk may be benefited. The 
main, object, as I said, was to eliminate 
the village sowk<ir.  If you now resort 
to nationalise tiic entire banking struc­
ture, then there is this danger, that is, 
the old village sowkar will again raise 
his head. That is what will happen. So, 
we have to be very careful before we 
take any step in this direction.

Sbii V. P. Nnyfir: I think he has stu­
died only economics and not logic.

riri A. M, Thedas: I may submit 
that before  we nationalise  the entire 
banking structure, we must find the ne­
cessary personnel for the purpose. There 
is a recommendation of tiie Rural Bank­
ing Enquiry Committee—and also of the 
Central  Banking Enquiry  Committee 
which enquired into the matter in 1931, 
and again of the Committee of Direc­
tion—to the erlect that we must have 
th'e necessary personnel who are trained 
in this business of banking, so that the 
banking institutions in this country may 
be properly staffed. I do not think that 
the Government has even now started 
any banking institution which will give 
the necessary personnel for manning the 
institutions if we nationalise them. As 
a first step, I would suggest  that we 
must give the necessary training to the 
present staff working in the various ins­
titutions, and as a pre-requisite to emp­
loyment in banks, we may also open the 
necessary institutions for imparting spe­
cial education for that purpose. In the 
absence of proper facilities  in India, 
most of the top managers have gone 
to countries like the U.K. and got their 
training in institutions like the London 
Chamber of Commerce, the Institute of 
Secretaries, and the Bankers’  Institute, 
London.

Therefore, before launching on  the 
wholesale nationalisation of the entire 
banking structure, we must find the ne­
cessary  personnel for the purpose. I 
think there is no necessity to pass this 
resolution. The House is committed to 
the  principle  of  the  resolution;  in 
fact,  the Government itself is  com­
mitted to  it  and  it has  taken  one 
step*; :iEven under the present statute, it 
can take further steps and so, I think, 
tliere is no necessity to pass this resolu­
tion. I ho|̂ Shri Gurupadaswamy  will 
find his way not to press his resolu­
tion at this juncture.

Shri D. C.  (Hoshiarpur): Mr.
Chairman, I think the approach to this 
problem determines our conclusion. Do 
we look raon banks as social institu­
tions, or do we look upon them really 
as institutions for commercial transac­
tions? Gone is the day when  banks 
were thought to be a kind of money- 
lending institution. Now the social ob­
jectives of tiie country and of the na­
tion are superior to other considerations 
and, therefore, I think that the nationa­
lisation of banks is a very important 
issue.

What are our social objectives now? 
Firstly, we are embarking on economic 
planning; secondly, we are tiiinking of 
full employment; and thirdly, we want 
the resources of our country to be aug­
mented and to be in the nation’s hand. 
I do not think of the nation versus the 
Government or the Government versus 
the nation. I think the nation and the 
Government are one. Therefore,  these 
social objectives are our primary consi­
deration.

If you look at the history of other 
countries, you will find that those per­
sons who have placed the interests of 
the nation above every other interest 
have gone in for nationalisation. When 
a progressive government or a govern­
ment whose policy was re-orientated to­
wards the welfare State was in England, 
it wanted to nationalise  not only the 
Central Bank but also all the commer­
cial banks. But when another type of 
leaders came into power, of course, they 
put this aside.

Take- the case of Australia. When the 
Labour Government came into  power 
there, it thought  of nationalising the 
entire banking structure of the country. 
But when it went  out of power, some 
other persons stepped in and they tried 
to do  away with it. Let me tell you 
something about  France, which is a 
home of democracy. In France, the Gov­
ernment has nationalised banks and has 
said that the shareholders will not be 
paid all at once but over a period of 50 
years.

Shii Feroze Gandhi: Like the zamin- 
dari.

Sbri D. C. Sharnia: It said that the 
shareholders would no longer have a say 
in the management of the banks, which 
will henceforth be managed by a board 
of directors to be nominated by the Gov­
ernment. This is what has been done in 
France, and I think the banks in France 
have not been the worse-for that. About
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55 per cent, of the deposits are in  the 
hands of these banks  and they have 
been nationalised. .\nd other ba  ̂are 
following in their footsteps. In Czecho­
slovakia, the same thing has happened. 
I am saying all this in order to show that 
the U.K. and the U.S.A. are not the 
only two countries whose model ŵe have 
to follow; there are other democracies 
also in the. world which have embarked 
upon this kind of experiment.

As I have said, we should look upon 
these banks primarily as social institu­
tions which are meant to serve a wel­
fare State. If we did that, then there 
would be no controversy about the na­
tionalisation of banks.

What account have these banks given 
of themselves during the last so many 
years. My friend, Shri Feroze Gandhi, 
is not here. He was good enough to 
tell me that the first bank in India was 
started in 1885. I know there was  a 
time when the banks were mostly  in 
the hands of foreign persons. A swa­
deshi movement was started so far  as 
banks were concerned. All through these 
years, banks have not been able to give 
a very good account of themselves.

[Mr. Deputy-Speaker in the Chair]

Look at the number of depositors. 
Look at the transactions.. The banks in 
this country have not even touched the 
fringe of our population. At the most 
they have touched only one per cent, of 
our population. And that one per cent, 
comes from big towns. So far as our 
rural population is concerned, it  is 
still far away. Wc want the banking 
habit to spread to all levels of our po­
pulation. ft should spread into a wider 
field. Now, it is some sort of an urban 
monopoly. It is restricted to the upper 
levels of income. We have not been able 
to go down to the other people. We have 
opened savings banks and all that Even 
then, they have not been  able to do 
much.  If we want a welfare  State, 
banking should be a part of our rural 
life, part of the I’fe of every citizen 
of India and so, it has got to be nationa­
lised.  Otherwise, the  motive will  be 
profit motive and not service to  the 
people. I do not want to point to  the 
malpractices that they have been guilty 
of  during  these  years.  That  kind 
of an argument is not very helpful. My 
friend said that the banks failed at a 
time when there was no good banking 
legislation- I concede that point. Rs. 30 
crores, belonging to the depositors, have 
gone with the wind when the banks

failed in Bengal. Assam is a very small 
State—̂in size alone not in any other 
sense. I do not think that Assam is a 
very prosperous and wealthy State.  In 
Assam also, some  banks failed and Rs. 
10 crores of the poor depositors  were 
lost. Can our country afford to lose’ Rs. 
30 crores here and Rs. 10 crores there? 
It is because these banks have not been 
run efficiently. They become more or 
less a family affair. They are not res­
ponsive to Ihe needs and wishes  and 
aspirations of the shareholders. I think 
there is good  reason  to nationalise 
them.

After all the banks are there to fin­
ance production—productive enterprises. 
Here, a bank will start an industrial 
company and then that industrial com­
pany will start a bank. It is a  kind of 
a circle which goes on. A person may 
go to a bank with a very good proposi­
tion v/hich would be of some help to 
the nation. But he will not get any mo­
ney. He knows that. So, the small-scale 
industrialists and traders cannot  have 
any access to these banks. As an econo­
mist has said, they follow in these mat­
ters a policy  called :  ‘Touch-me-not
policy.” How are v̂e going to prosper 
if tb3 small traders in our country  do 
not have a fair deal at the hands  of 
these banks?

The number of depositors is low be­
cause the facilities are not attractive. 
You should complv with a series of for­
malities it you want to deposit some 
money. They are such that a vast majo­
rity-of our population cannot  comply 
with. There has also been  unhealthy 
competition betv/een one bank and an­
other. So far as the acquisition of depo­
sits is concerned, I need not elaborate 
that point bccause any gendeman who 
has some money to deposit will know. 
One banker will come and say that  he 
will give so much interest and then the 
other will come and say that he will 
give so much interest. Such unhealthy 
practices have crept into these banks.

We have nationalised life insurance. 
If we are to embark upon the experi­
ment of nationalisation, we cannot stop 
at a half-way house. Nationalisation of 
life insurance is a half-way house and 
the goal is the nationalisation of banks. 
We nationalised life insurance  because 
we thought that the funds  of persons 
who insured with these insurers were 
not safe in the hands of private insu­
rers. We did that when we knew that 
fifty per cent, of their money was in­
vested in Government securities. Even
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then, we did not think that they were 
safe in the ĥ ds of private insurers. I 
am now coming to these banks. Under 
the law, they are required to keep two 
per cent, of time and five per cent, of 
demand liabilities with the Reserve Bank. 
The Reserve Bank is in a position to ex­
ercise some control over them. But, as 
I said that control is not so strict as it 
should be. Deposits are a kind of safe 
custody. From the history of banking 
in India, we have come to a feeling 
that this policy of safe custody does not 
work. It is because the directors do not 
have the right kind of social conscious­
ness. I do not say that all are like that. 
What do they do? I know that the Re­
serve Bank has said that no director 
will be allowed to borrow money from 
his bank. There is some direction  to 
that effect. So, the director of X bank 
will go to Y bank and borrow money 
from Y bank. The director of Y bank 
will come to X bank and borrow mo­
ney. It is a kind of one hand watctog 
the other. While this goes on, the poor 
depositors,  fate hangs  in the  balance 
and the shareholders have an uneasy 
time. This system is working to a very 
dangerous extent. Therefore, I think it 
is necessary that we  should think of 
nationalisation.  .

Again, take the credit creation facili­
ties of these banks. Of course,  banks 
have those facilities. Most of this credit 
creating facility is used for cornering 
commodities.

They will be used for having unpro­
ductive enterprises and for doing things 
which, I would say, are not in  the 
interests of the  nation. I do not call 
them ‘unsocial’, that would be a dan­
gerous word.

An Hon. Member: It is not dangerous.

Shri D. C. Sharma: I agree with you, 
but I want to deal with the thing  as 
softly as possible.

Mr. Depoty-Speaker: The hon. Mem­
ber should conclude now.

Shri D. C. Shanna: What I wanted to 
say was, with deficit financing, a lot of 
money will flow in this  country. Of 
course, the banks will also have a lot 
of it. What the banks will do is this. 
They will create more facilities for credit 
and their credit will go into speculation 
and other things with the result that the 
poor tax-payer, the poor consumer and 
the man in the street will suffer. There- 
fore» what I say is, in the interests of 
the Second Five Year Plan, where wc

need all the resources of the country, 
where we need all the deposits from 
our nation and where we want to pro­
mote small deposts, the only course 
open to us is to nationalise these banks, 
because that will pave the way for  the 
success of the Five Year Plan.  If that 
is not done, I think the dream of a wel­
fare State will  not  be rip>e. Of course 
it will be ripe—as soon as it happens; 
otherwise it would not be.

Shri  Nambiar:
“Socialist State”.

Here  after  it  is

Mr. Deputy-Speaken  Now the hon. 
Minister.

Shri Feroze Gandhi (Pratapgarh Distt. 
—V/est cum Rae Bareli Distt.—̂East) : 
Sir, may I ask the hon.  Minister a 
question before he starts his speech? 
I would like to know if the Reserve 
Bank of India has conducted any en­
quiry into the statement which Shri D. 
C. Sharma just now made that the direc­
tors of different banks, although  êy 
are prevented, on account of the  law 
prevailing, from taking loans themselves 
as long as they are directors, are tak­
ing loans from each other? I want to 
know whether any such enquiry  has 
been conducted to find out how  they 
arrange to take loans from each  other 
and, if so, what conclusions the Reserve 
Bank of India has come to?

I

Shri Feroze Gandhi: Both.

The Minister of Revenue and Defence 
Expenditnre (Shri A. C. Guha): Sir, I 
think I should first reply to Shri Feroze 
Gandhi because he has simply put a 
question.

Mr. Deputy-Spcaker: The hon. Minis­
ter is to reply to the whole debate and 
this may also be considered as part of 
a point raised by an hon. Member.

Shri A, C. Guha: Mr. Deputy-Spea- 
ker, Sir, 1 should say that I am rather 
disappointed at the speech of the Mo­
ver of the Resolution.  I expected a 
much more vigorous and  enthusiastic 
speech from the Mover.

Shri M. S. Gunipadaswamy: I did not
like it.

Shn A. C. Gaha: And I think he could 
not muster much argument in favour of 
his own resolution.  He took  shelter 
under some facts and figures; of course 
facts which may appear to him as facts, 
and some figures most of which are not



•̂ 5 Resolution re* 27 APRIL 1956 NationalisoHoniif Banks €656

<}uite relevant for the puipose of his 
resolution.

He started with a  general  thesis 
against  pragmatism.  He  has  rightly 
t̂ en it for granted that the Govern­
ment generally proceed on a pragmatic 
basis; and he has said that pragmatism 
is no ideology, it is no philosophy. I 
recollect, in my student days more than 
four decades ago—1 was a student of 
philosophy also—to have read pragma­
tism as a school of philosophy. I think 
it may be defined ‘a doctrine or a philo­
sophy which evaluates  a  theory solely 
by its practical bearing upon human in­
terests’.

Sir, a government can proceed  only 
on the pragmatic sanction before it can 
take a new step. The only sanction for 
a government would be to judge  whe­
ther the next step will conduce to the 
welfare of the people whose interests 
Jiave been put in the  hands  of that 
Government. I make no apology, there­
fore, when I defend the Government po­
licy mainly on pragmatic grounds. Even 
though we may proceed on pragmatic 
grounds we must have some philosophy 
and ideology also, which Shri Gurupa- 
daswamy denies for pragmatism.

It has been admitted, and it has been 
the accepted policy of this House and 
of the Government, that a socialistic 
pattern of society is to be established. 
But it has also been the accepted policy 
of this Government that it proceeds on 
the basis of mixed economy. The Gov­
ernment or this House has not yet de­
cided  to wipe out the private  sector.
I think my friend Shri Matthen, who 
himself was a banker and had some 
bitter experience in his life as a bank­
er...........

«
Shri V. P. Nayar: Very bitter too.

Shri A. C. Guha: He has also record­
ed it in a book. He has said that  it 
would be a regrettable  thing if  this 
Government decides to obliterate the pri­
vate sector altogether. So, when  we 
proceed on any social or economic idea, 
we must also keep in view that  there 
is a private sector working in the coun- 
tr>' and that is on the accepted poficy of 
the Government and of this House.

Sir, 90 per cent or more of the pro­
eduction of our national wealth even now 
comes from the private sector. We can­
not just for some ideological grounds 
take up the policy of  nationalising 
banks. It must be done only on  the 
basis or on the standard of how far it

would, conduce to the good of  the 
people.

A number of Members have referred 
to the previous bank failures. They have 
also referred to the report of the Bank 
Liquidation Proceedings Conmiittee. Sir, 
you may recollect that in the Constitu­
ent Assembly and in the Provisional 
Parliament, as a private Member,  and 
also in the first year on this Parliament, 
I had something to do with the settî 
up of this Committee and I think, in 
helping this  Committee to come to its 
decision and make its recommendations. 
I know the enormity of the problem no 
less than any other hon. Members who 
have referred to this. But at the same 
time, 1 would ask them.to take a realis­
tic view of things. Shri M. S. Gurupa- 
daswamy has said that it is not only 
the post-war unsettled economic condi­
tions that have led to the failure of so 
many banks, but that even before  the 
war there were bank failures. Surely, 
there were bank failures before  the 
war, but compared to the bank failures 
during the war and the post-war years, 
the bank failures in the pre-war period 
would appear to be negligible. The total 
amount involved, i.e., the outside liabi­
lities of the banks, that failed from 1926 
or even earlier, up to 1939 would be only 
a little over Rs. 3 crores. This problem 
assumed alarming size and proportion 
only after the war and it was my pro­
vince which was worst affected,

5 P.M.

Shri V. P. Nayar; The first.

Shri A. C. Guha: Yes. It was worst 
affected by the bank failures. I think 
Shri D. C. Sharma has referred to  the 
amount involved. He said it was about 
Rs. 30 crores in one place and Rs. 10 
crores in Assam or something like that. 
The total amount involved is about Rs. 
30 crorcs, including Assam and every 
other place, from the very beginning, 
that is, from 1926, Out of this amount. 
West Bengal would account for Rs, 20 
crores.

I would not plead about the efficiency 
or good behaviour of the managers and 
managing 'directors of those banks. Ra­
ther, I have my own ideas about those 
men and I do not think it would be 
proper for me, as a Minister, to ex­
press them on the floor of this House. 
But still, we should also consider some 
other factors which led to the failures 
of those banks in Bengal.-We should 
not ignore what the partition of Bengal 
meant for those banks. Most of those
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barlLs bad tĥk origin in East Bengal 
and most of them started with very 
smaU capital—Rs. 2,000, Rs. 3,000  or 
Rs.  5,C00—and they  grew up  into 
somewhat respectable banks, particular­
ly due to the conditions previling dur­
ing the ;var.

Sbri V. ?. Nayar:  Thanks to black- 
market.

S&n A. C.  Suddenly, with the
partition of Bengal, these banks found 
most of t!ieir fixed assets in East Ben- 
gd on which they could not get any cre­
dit or any liquid cash. Apart from the 
dishonesty and business inefficiency of 
the managers or the managing direc-tors, 
I think the  partition of Bengal was 
mostly responsible for the failures  of 
those banks. But for partition, I expect 
at least some of the banks would have 
survived.

I should like the hon. Members also 
to recollect that now, one of the biggest 
banks in India is the United Bank  of 
India which is a combine of four small 
baîs, and except one, all of them had 
their origin in East Bengal and all start­
ed with very small capital.

Shri Fero2£ Gandhi: Are the dishonest 
directors and naanagers still there?

Shri A. C. Gt!. j; I cannot say any­
thing li!oe that. I do not think so. I 
expect there are no dishonest directors 
and managers there, because the Re­
serve Bank is now having strict control 
and supervision. They have put, I think 
one adviser also there and the Chair­
man of the Board is also there with the 
sanction and approval  of the Central 
Government. I think the hoiL Members 
of the House may recollect that Shri 
K. C. Neogy was the first Chairman of 
the Board and he was appointed  with 
the approval of the Central  Govern­
ment. The next man  also has been 
there with the appioval of the Central 
Government.

I think except  Shri D. C. Sharma 
and Shri Bhagwat  Jha Azad,  all the 
Members who participated in the debate 
on this resolution are from Travancore- 
Cochin. Some of them have* advocated 
nationalisation.

fipiH V. P. Nayar: If you come from 
a Stâ where there has been the maxi­
mum dumber of bank failures, we are 
fr<̂ the State with the maximum num­
ber of banks. That is the difference.

$h|| A. C. Guha: I would tell you 
wĥ ̂ nationalisation would mean for 
yoi]#|jianks. »

frhri V. F. NayfflR I do not support it

8312*5 A. C. Gc;?ia: So, when we come 
to the pragmatic aspect, my hon. friend 
recedes and says that he does not press 
that idea. If these small banks in Tra- 
vancore-Cochin  numbering about 160 
were not allowed to function, I think 
the whole economy of Travancore-Co- 
chin would be dislocated considerably. 
We have been hearing examples, cited 
from  the United Kingdom,  United 
States, Australia, Canada and so  many 
other countries. I do not like to take 
the standard of those countries.  But 
even if we take the standard of  our 
country, these 160 banks would evapo­
rate almost in a month. The  Reserve 
Bank and the Central Government have 
to make special  accommodation for 
them so that these banks may function. 
The R«erve Bank has insp̂ed them 
and it is the considered opinion of the 
Government and of the Reserve Bank 
that these banks have been doing useful 
work and that they should be given spe­
cial provisions and accommodation to 
function in Travancore-Cochin. I think 
the hon. Members would  recollect that 
the last Bank Award Tribunal suggested 
a special enquiry  about  the Travan­
core-Cochin  banks and the  Central 
Government  has set up  a commission 
to enquire into the working conditions 
of the Travancore-Cochin banks and to 
see what particular arrangements are to 
be made for those banks. I think the 
nationalisation of banks should be the 
last thing for Travancore-Cochin more 
than for any other place, it would be 
harmful for Travancore-Cochin. •

Some Members have mentioned about 
the amounts in deposit and the num­
ber of banking offices, etc. There  also 
they have made some comparison with 
the western  countries, with  Australia 
and Canada. When we make any com­
parison with Canada  or Australia, we 
should also bear in mind the per capita 
income in India and in those countries 
as well. Only then we can make a cor­
rect estimate of the position. It is  no 
use comparing certain things in India 
with certain things in Canada and Aus­
tralia, ignoring the difference between 
the per capita income prevailing in India 
and in those countries.

I think the mover of the resolution 
or somebody else has mentioned that 
only in 60 places we have got banking 
offices and their branches. I do not know 
wherefrom he has got those figures. I 
can give the figures from the statistical 
table relating  to the banks  in IncUa.
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There are 1,613 places where we have 
got branches of  the  banks  and the 
total nu::iber of offices doing banking 
business in India is 4,938.

Shii Feroze Gaiid’J : To which year 
do those figures relate?

Sbri A. C. Gcha ; 1954.

Sbri V. P. Nayar: Out of that number,
only 150 banks are in places with less 
than 5,000 people. That was what they 
pointed out.

Shri A. €. Gi2ha; It was one of the 
things advocated  by this House  that 
banks should be started in semi-urban 
and rural areas. I do not claim  that 
banking in India has developed  as it 
should have. Ours is admittedly an un­
der-developed  or  even  undeveloped 
economy and banking also is underdeve­
loped or yet undeveloped.

It lias been argued that the Indian 
banks have not been working eflaciently 
and that for efficient working we should 
naticnaiisc the banks. Without nationa­
lisation also, eSkiency  may be effect­
ed. I am not one of those who claim 
that the private sector is by itself  a 
paragon of efficiency or that the public 
sector is to be automatically accepted 
as an example of efficiency. There may 
be efficiency in both the sectors; other- 
v/ise, the Government would not have 
allowed  both the sectors to  continue 
in the country. We think that the pri­
vate sector also can work as efficienUy 
as the public sector. In the public sec­
tor also, there may be examples of in­
efficiency. As hon. Members will recol­
lect, the housing factory of the Gov­
ernment cannot be claimed  to have 
been efficiently run.

Under the Banking  Companies Act, 
the Reserve Bank has been given some 
authority to ensure the efficient and good 
management of these banks. I can say 
that since May, 1951, there has not 
been any failure of a scheduled bank.. 
When Shri Matthen was speaking, Shri 
Feroze Gandhi intervened to ask if the 
Reserve Bank was not in existence then. 
The Reserve Bank was there; but,  the 
Reserve Bank was not given the neces­
sary authority, for ensuring  efficient 
control on the banking operations.

Shri N. B. Chowdhnry  (Ghatal) : 
Regarding the public sector, the hon. 
Finance Minister said the opposite thing 
the other day.

E'M  C. Gîa ;  The  Banking 
Companies Act was amended in 1950 
and ‘1953 and the Preserve Bank wa» 
given certain powers to ensure that the 
banks are run properly and honestly. 
There are many sections in the Banking 
Com.panies  Act—sections 35, 21, 20 
and so on—which give sufficient autho­
rity to the Reserve Bank to  exercise 
control and  supervision  over all the 
banks. I do not like to read out a long 
list, but I can say that since this power 
has been given to the Reserve Bank, 
the Reserve Bank has been able to have 
effective control over the working  of 
the ban̂ and since then conditions in 
most CL tliese banks have considerably 
improved.

Shri V. P, Nayar : Does the Reserve 
Bank have power to call for a detailed 
statement of accounts in respect of a 
particular gentleman from a particular 
bank?

Shd Feroze Gaadhi : No.

Mr. Dcpaiy-rperiser : The hon. Mi­
nister has to conclude by 5-20. In  the 
beginning, the hon. Minister wanted 40 
minutes; tlien he reduced it to 30 minu­
tes. He stiirted at 4-50.

A. C. Gvha ; Tlien, I  should 
come to the main point. It has been said 
that for the second Five Year Plan, we 
should Fxationalise the banks and utilise 
the funds available in the banks.  The 
example of the nationalisation of the in­
surance companies has been cited. There 
is a wide difference in tms respect bet­
ween insurance companies and banks. 
The funds of the insurance companies 
are all long-term  investments and  in 
recent times, there have been several 
cases where the funds have not been 
properly udlised. But, the funds avail­
able with the banking companies are aH 
short-term investments which are  not 
available for long-term investment and 
for the development works of the Gov­
ernment. Then there is the question of 
profit. The total amount distributed as 
dividends by all the banking companies 
in 1954 is only about Rs. 2,82,00,000, 
out of which the then Imperial Bank of 
India distributed about Rs. 1 crore. So, 
only about Rs. 1,82,00,000 would re­
main for the shareholders of all  the 
banks. I do not think that it is a very 
big amount. Moreover, I think it is not 
quite proper or decent to  do certain 
things simply because the Government 
will get a lump sum of money by just 
taking them over. That will not be to 
the credit or the good reputation of
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any Government. So, the'̂ contention 
that by nationalising banking companies 
we can get big amounts for financing 
the second Five Year Plan has no logi­
cal foundation.

Shri V. P. Nayar: We want only regu­
lation.

Shri A. C. Goha ; We have already got 
that, but it is not nationalisation. We 
should also remember that about 41 per 
cent of the deposits of the banks are in­
vested in Government securities.  More­
over, all these banks have to invest cer­
tain amounts with the Reserve Bank. 
I think about Rs. 53 crores or Rs. 55 
crores have been invested with the Re­
serve Bank.

Shri D. C. Sharma:  What about in­
surance companies?

Mr.  Deputy-Speaker:  Our  friends
want regulation ; that regulation should 
also be there in  respect of the  discus­
sions in the House.

Shri A. C. Guha:  Another point  is 
about the creation, control and distribu­
tion of credit. For the creation  and 
control of credit, I think the Reserve 
Bank has got enough power imder the 
open market operations and advances 
to scheduled banks against Government 
securities as well as against trade and 
commercial bills under the Bill Market 
Scheme. Thus the  Reserve  Bank has 
enough control for the creation of cre­
dit. Regarding distribution of credit, by 
nationalising the Imperial Bank with the 
extension  of branches of the  State 
Bank and also by the proposed expan­
sion of the co-operative organisations we 
are setting up a machinery which would 
be able to distribute credit to a consi­
derable amount. Moreover, the Govern­
ment has nationalised the Reserve Bank 
some years back; last year, the Govern­
ment has  nationalised the  Imperial 
Bank. By simply nationalising the  Im­
perial Bank, the Government has taken 
over 22 or 23 per cent of the total 
banking operations of all the commer­
cial banks.

We have taken  certain steps and 
under the present circumstances,  there 
is hardly any justification for proceeding 
any further. Some Members have refer­
red to. the recommendations of the com­
mittee set up by Reserve Bank for con­
ducting a rural credit survey. The Gov­
ernment have accepted the recommen­
dations in  principle. As regards  the 
taking  ôer  of  the  States associated 
banks reconunended by that committee.

the matter is under consideration  and 
the Government may soon come beHore 
this House for getting the necessary au­
thority.

Before concluding, I should reply to 
Shri  Feroze Gandhi who  intervened 
and asked me whether the Reserve Bank 
has got enough power even now,  I 
cannot give him a categorical affirma­
tive reply. But, if we find that we have 
not got enough power, surely, we shall 
come to this House with amending Bills 
and I expect that the Government will 
place before the House a Bill to amend 
the Banking Companies Act which  will 
give further authority and power  to 
the Reserve Bank  for controlling the 
operations and working of commercial 
banks. With these words, I would like 
to request the hon. Mover of this Re­
solution  to  withdraw  his  Resolution. 
The Government is proceeding with the 
idea of a socialist pattern of society. 
They have taken over the Imperial Bank 
of India.  For the present, there is no 
necessity for interfering in the working 
of commercial banks.  We are satisfied 
that the Reserve Bank would be able 
to have effective control over the work­
ing of commercial banks, and any irre­
gularities that might have occurred in 
the past will be things of the past. We 
expect that  the private sector  in the 
banking operations will behave properly. 
If they do not behave the Reserve Bank 
is there to look after these things and 
take affective action.

Mr. Deputy-Speaker: I think the hon. 
Member can take hardly five minutes.

Shri M, S. Gurupadaswamy:  1 shall
finish in six or seven minutes.

Shri V. P. Nayar: 1 had put a specific 
question for which he had no answer.

Mr. Deputy-Speaker;  He  had  no
answer. Can you force him to give 
one?

Shri V. P. Nayar: He was charitable 
to Shri Feroze Gandhi. I want the same 
charity to be shown to me.

Mr. Deputy-Speaken That should be 
left to his discretion.

Shri M. S. Gurupadaswamy: The hon. 
Finance Minister has taken a very con­
servative and unsocialist view of the 
problem.  He said that for a socialist 
pattern of societŷ it would be enough 
to have more regulatory and controlling 
powers for the Reserve Bank. It is like 
talking of Hamlet without the Prince
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of Denmark. A socialist pattern of so­
ciety without adequate socialism in it 
is, I think.no socialist pattern of society 
at all.

The most important point that should 
have been borne in mind by the  hon. 
Minister is whether we should have cre­
dit completely under national  control 
for the purpose of development  of a 
planned economy or leave the instru­
ment of credit to private control.  It 
was not necessary for me to make out a 
case of failure of banks in India for 
the purpose of nationalisation of bank­
ing. Still I did it with a view to im­
press upon the Minister  that in their 
working private commercial banks have 
completely failed. But, as I said, it was 
not at all necessary to prove failure of 
banks for the purpose of making out a 
case for nationalisation of banks. On the 
basis of philosophy, on the basis of ideo­
logy, we want certain strategic points of 
our economy to be controlled and owned 
bŷ the Government or by public bodies. 
If we do not control the strategic points 
of our economy, it would be very diffi­
cult for us to control the economy itself 
in the long run. From that point of view,
I say, banking plays a very vital part. 
Banking deals with not only creation of 
credit,  but  also  with  distrHjution of 
credit. So far as creation of credit is con­
cerned, we have nationalised the Reserve 
Bank and partly the Imperial Bank. But, 
distribution of credit is left in the hands 
of private banks. Distribution of credit, 
in a developed economy is more impor­
tant than creation of credit. In the next 
Five Year Plan period, we would  be 
creating new money to  the extent of 
Rs. 1200 crores which means that we 
w6uld be creating a potential credit of 
Rs. 1800 crores. Should you allow or 
is it desirable to allow, this enormous 
credit potential to be controlled, man­
aged and distributed by the whimsical 
policies of various commercial  banks? 
If you do it, the dangers of inflation 
with its consequences will follow. You 
can’t help it. The hon. Minister. said 
that the banking law might be amended 
to increase the powers. The other day, 
at the time of the nationalisation of in­
surance, the Finance Minister had ob­
served pertinently that the powers given 
under the Insurance Act are only regu­
latory powers, or negative powers and 
through these negative powers, it  was 
very difficult to control insurance com­
panies. I think the same analogy applies 
to banks also.  The powers v̂en to 
the Government under the banking law 
are  only regulatory powers,  which

means that they arc negative powers. It 
is very difficult to control credit with 
these powers. I feel that nationalisation 
of banking would lead to consolidation 
of our economy. It also would lead to 
rationalisation of our credit system. So,
I feel that  from the point of view of 
ideology, from the point of view of po­
licy, nationalisation of banking is impe­
rative. Some hon.. Members from Tra- 
vancore-Cochin raised one point.  They 
said that in the past, private banking 
had helped the development of industry 
and commerce, I would say that if tĥre 
had been the pubhc sector operating in 
the banking field the same results would 
have been produced in a much better 
way. I feel that the Finance Minister 
should have taken a more positive view 
of things and should have accepted my 
resolution. With the support given by 
some hon. Members, I am encouraged 
to say that nationalisation of bantog 
is imperative. It must be done. If you 
postpone it, I think it will be a bad thing; 
for Indian economy.

Mr. Depotj-Speaker: There is this Re­
solution. There is one amendment too, 
that of Shri D. C. Sharma. Would the 
hon. Member like me to put it to the. 
House ?

Shri D. C. Sharma: No.

Mr. Deputy-Speaken The amendment 
is withdrawn by the leave of the House,
I suppose.

Shri Nambiar: Before giving permis­
sion, I would request the hon. Member 
to reconsider because he spoke in sup­
port of nationalisation.

Mr. Deputy-Speaker: I assure the hon. 
Member that he has reconsidered it very 
carefully.

The amendment was, by leave, with­
drawn.

Mr.  Depoty-Speaker:  I  think  the
reaction of the Mover was that he is not 
prepared to withdraw the Resolution.

Shri M. S. Gumpadaswamy: No, no.

Mr. Depoty-Speaker: The question is:

“This House is of opinion that
Government should take steps to
nationalise the banks in the coun­
try.”

Those  in  favour  will  please  say 
“Aye”.

Some Hob. Members: Aye.
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Mr.  Depcty-Specken  Now  those 
against will say “No”.

Several Hon. Miiisbers: No.

Mr. Depr'/’■Speaker: The ‘Noes’ have
it.

Sonis Hoa. Mem£?::rs; The ‘Ayes’ have
it

Mr. Deprty-SpecLer.  V/e have no 
time.

Some Hob. Members: V/e will stand 
up.

Mr. Dcprtj'-Sr-al̂ K̂ Those wha sup­
port may kindly stand in their seats. 
Eleven.

Now, those against will please stand 
in their seats. I sec a large number.

It is negatived by a large majority.

The motion was negatived.

SSiri Chattc?£:J.:*yaya: We have the dw- 
advantage of being a human minority 
as against a brute majority.

Mr. Dep?;ty-Spcaker.  Then, should 
the human beings come  to the hon. 
Members’ help or some brutes?

There iS the next resolution of Shri 
Bibhuti Mishra, to which the House will 
now proceed-

RESOLUTION  RE:  CEIUNG  ON
INCOME OF AN INDIVIDUAL

^  fw (   ̂ ):

I

^  TR t ̂   ^

^   r̂rî i”

.....

Îll̂ŝeinitĵSpeakê The hon. Mem- 
TCr rnay continue next time.

MESSAGE FROM RAJYA SABHA

SecrctOTS Sir, I have to rcîort the 
following message received from the Sec­
retary of Raiya Sabba:

“In accordance with the provi­
sions of sub-rule (6) of rule 162 
of the  Rules of Procedure  and 
Conduct of Business in the Rajya 
Sabha, I am  directed  to return 
herewith  the Finance  Bill, 1956, 
which was passed by th3 Lok Sabha 
at its sitting held  on  the 21st 
A.pril, 1956, and transmitted to the 
Raĵ'a Sablia for its recommenda­
tions and to state that  this House 
has no recommendations to make 
to the Lok SabJia in regard to the 
said Bill.”

WORKING JOURNALISTS

Mr. Depc!y-Si?ea!-JK Next item is the 
half-an-hour discussion. Dr. Lanka Sun- 
daram to raise  a half-an-hour  discus­
sion on points arising out of answers 
given on the 11th April, 1956 to Star­
red Question No. 1368 regarding Work­
ing Journalists.

For tixe benefit of the hon. Members 
I may reâ rule 74—only a portion :

“There shall be no formal mo­
tion before the House nor voting. 
The member who has given notice 
may make a short statement and 
tlie Minister concerned shall reply 
shortly.. Any member who has pre­
viously intimated to the Speaker 
may be pennitted to put a question 
for the purpose of further elucidat­
ing any matter of fact.”

.  There are thirty minutes only. The 
hon. Mover may talce about 10 minutes 
as also the hon. Minister. We have no­
tice of two or three others, they will 
require at least two or three minutes 
for questions.

Dr. Lanka Sundaram  (Visakhapat- 
nam) : May 1 make a submission. Along 
with me, two others have signed, and 
I hope they will get an opportunity,

Mr. Depuly-Sjjeaher: I am apportion­
ing the time. If the hon. Mover  wants 
that his supporters also should get a 
chance, he should try to condense.

Shri V. P. Nayar (Chirayinkil): In view 
of Ae importance of the subject, can 
we not sit for some time more?




