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Clauses 2 to 10, clause 1, the Enact-
ing Farmula. and the Title WeTe add-
ed to the Bill.

Dr. B. Gopala Reddi: I beg to move:

"That the Bill, as amended, be
passed."

Mr. Deputy-Speaker: The question.
is:

"That the Bill, as amended, be
passed."

The motion was adopted.

15.01 hrs.

STATE BANK OF INDIA (SUB-
SIDIARY BANKS) BILL

The Minister of Revenue and Civil
Expenditure (Dr. B. Gopala Reddi):
I br·/? to move:

"That the Bill to provide for the
formation of certain Government
or Government-associated banks as
subsidiaries ot the State Bank of
India and for the constitution,
management and control of the
subsidiary banks so formed, and
for matters connected therewith, or
incidental thereto, as reported by
the Joint Committee, be taken into
consideration".

While moving the aforesaid Bill as
reported by the J'oint Committee of
both Houses of Parliament, I think I
will not be expected to make a long
speech on this Bill at this stage. The
Committee has given very careful
and detailed consideration to the
various clauses of the Bill and also
heard the evidence tendered by the
All-India Bank Employees' Associa-
tion, putting forward its point of
view. After hearing this evidence
and examining the five representations
receive-d by it, the Committee has not
found it necessary to recommend any
major changes in the scheme of this
legislation.

The modifications which the Com-
mittee has made are mostly in the
nature ot drafting improvements. But
r would like to refer to one or two
alterations which are of some interest.

As I indicated in the course of my
speech in the House on the motion
for reference to the Joint Committee,
we have included a provision enab-
ling the Central Government to nomi-
nate an additional member on the
board of directors of any subsidiary
bank after its reconstitution. I
notice, Sir, that the wisdom of this
amendment has been questioned by
one of the members of the Joint Com-
mittee, and I will, therefore, say a
word or two in justification of this
provision.

As hon. Members arc aware, with the
passage of this Bill, the sector in bank-
ing with which the Central Govern-
ment will be directly associated, will
command something like 25 to 30 per
cent of the normal deposits (after
excluding P.L. 480 funds) and the
normal advances of the commercial
banking system. The Central Gov-
ernment's overall responsibility for
the administration of the Banking
Companies Act and the formulation
and enforcement of appropriate poli-
cies in relation to the banking system
as a whole, will also continue, and
these responsibilities will, in future,
become even more important and
onerous. We feel,' that it will be an
advantage in these circumstances for
the Central Government, through its
representatives, to become somewhat
more closely acquainted with the
commercial banking system than it is
today, and the amendment which the
Joint Committee has included in
clause 25 of this Bill will, to some
extent, help in achieving this purpose.

It is also obvious that if the Central
Government has a residuary and
optional power to depute a nominee
to the board of any State-associated
bank, it will be able to ensure that
the expansion of banking facilities
and the provision of certain basic
services, in accordance vith the
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objectives which we have in view, 
will be adequaie and satisfactory. 
The addition which has been proposed 
is innocuous and I do not see why any
one should object to it.

The House will notice that the 
Joint Committee has liberalised the 
prbvisions of the Bill in certain 
directions, from the point of view of 
non-officials, who are or may be 
interested in the banks. The require
ments for the reference to the tribu
nal of any dispute regarding the 
compensation which nay be offered 
on reconstitution have, for example, 
h^»n relaxed. The shareholders of 
the existing banks are now being en
abled, as a special case, to obtain 
shares in the reconstituted banks, to 
the full extent of 45 per cent of their 
wrfnthig individual holdings of 
sham, without being restricted to 
any further independent ceiling. The 
duration of Office of the members of 
the first nominated boards has also 
been curtailed to one year, so as to 
provide for an earlier reconstitution 
of these boards in accordance with 
the normal provisions of the Act. I 
am sure the House will welcome these 
changes

The Committee has been criticised 
by some Members for not havir.g 
supported a straight scheme of amal- 
gaimtion, as recommended by the 
Rural Credit Survey. This criticism 
aeons to be based on an inadequate 
appreciation of the facts, and also on 
certain misapprehensions. We consi
dered it necessary, after very careful 
thought, to depart from this recom
mendation, as there was no justifica
tion for conferring adventitious and 
unjustified benefits on the employees, 
merely because we happen to be re
constituting these banks for certain 
other desirable ends.

It has been argued that the cost of 
extending the State Bank's scales Of 
pay and conditions of service to all 
the employees of its proposed subsi
diaries will not be great, and that thia 
o b t  coat may also be offset by tha

economies resulting from amalgams* 
tion. This assumption is entirely un
warranted. The total number of 
persons employed by all the subsi
diary banks is, I think, in the neigh
bourhood of 7,000. The additional 
burden of increasing the emoluments 
of this staff will be such as to render 
a number of the existing branches un- 
remunerative, and it will also affect 
very seriously the ability of these 
institutions to undertake the new 
tasks which we want to entrust to 
them.

There has been some criticism In 
one of the minutes of dissent of Out 
drafting of this Bill. I must confess 
that I was somewhat surprised to 
read it. I can only say that the Bill, 
so far as 1 can see, is clear and lucid, 
and it is based on a model which has 
served us very well in the past I  
am sure that the view expressed In 
the minute of dissent is not widely 
shared.

I would bke to codclude by aaying 
that as far as they are able to judge, 
Government are satisfied that the 
Bill has received fairly wide support. 
I may, perhaps, quote one instance 
m support of this claim. Our atten
tion was drawn some time ago to the 
reports of certain misgivings o.i the 
part of some of the shareholders and 
directors Of the Bank of Mysore, 
which is one of the affected banks. It 
appeared that these shareholders and 
directors were, perhaps, not very 
fully acquainted with the implica
tions of the scheme of reconstitution, 
and these implications were, tnere- 
fore, explained to them. The result 
has been that at an extraordinary 
general meeting, which was called in 
July, 1959, to reconsider the accept
ance by the Bank of Mystore of the 
scheme of reconstitution embodied m 
this Bill, no support was found for a 
departure from the present scheme. 
1 think that we may regard this a* • 
reasonably satisfactory teat of &e 
merits of thia measure.
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It it our intention to undertake the 
proposed reconstitution of these 
banks as early as possible and very 
soon thereafter we hope that we will 
be able to convince this House, and 
all others who may be interested, 
that the progress of these institutions 
has abundantly justified the change 
I would commend the Bill, as modi
fied, for the consideration of the 
House.

Sir, I move.

Mr. Deputy-Speaker: Motion moved

"That the Bill to provide for the 
formation of certain Government 
or Government-associated banks m 
subsidiaries of the State Bank tof 
India and for the constitution, 
management and control of the sub- 
yidiary banks so formed, and for 
matters connected therewith, or 
incidental thereto, as reported by 
the Joint Committee, be taken into 
t onsideration ”

Shri Prabhat Kar (Hooghly) Mi 
Deputy-Speaker. Sir, the hon Minister 
has tried to explain why the Govern
ment has thought it fit not to straight
away amalgamate the State-associated 
banks as recommended by the Com
mittee of Direction on All-India Rural 
Credit Survey As per the suggestion 
of that committee, the State Bank 
was formed and at that time, it was 
suggested that the State Bank of India 
should be formed with the amalgama
tion of the Imperial Bank of India 
and 10 State-associated banks This 
was recommended with a view to see 
that all the banks which were under 
the patronage of the Government of 
India and the erstwhile princely States 
are amalgamated and they function in 
an integrated way under the control 
of the Government of India

The Imperial Bank was taken over 
and the State Bank was formed, but it 
took about four yean for the Govern
ment of India to consider what steps 
they will take in respect of the other 
State-associated banks. After consi
dering the matter thoroughly, they 
158 U5.D.—7.

decided that it was not necessary to 
amalgamate them straightaway, as 
recommended by the AU-India Rural 
Credit Survey Committee The rea
sons for this have not been given pro
perly up till now. I would rather say 
that the way the Bill has been brought 
before Parliament dtearly leaves room 
to doubt whether the purpose for 
which the recommendation was made 
and accepted by the Government will 
be servod

The Bill was sent to the Joint. Com
mittee where the Members were con
fronted with a peculiar situation, 
because this Bill was brought before 
Parliament as a result of an under
standing arrived at with the share
holders and the directors of the banks 
which are now be:ng integrated The 
Government made it clear that it was 
not possible for than to change any
thing so far as the terms of the agree
ments were concerned, excepting cer
tain minor alterations here and there 
Naturally, the Members of the Joint 
Committee could not properly deal 
wi'h the subject as the scope was very 
limited

The Minister stated that the Gov
ernment did not want to impose by 
statute conditions on every bank and 
an attempt was made to persuade them 
to agree to the suggestion of the Gov
ernment Also, in order to thit all
• he banks agreed, certain concessions 
a^ked for by those banks were given 
As a result of that, this Bill has come 
today and we find that out of 10 bank* 
tecommended, only 6 banks have been 
brought in The others could not be 
brought in because their management 
did not agree w’th the suggestions of 
Government or the terms offered by 
the Government and the State Bank of 
India

The first purpose of taking over all 
the banks as subsidiaries would be to 
rationalise the operation cost But 
what do we find today* Although the 
banks will be run as subsidiaries of the 
State Bank of India, they will be run 
with alt the paraphernalia and with 
all the operating cost and this 
over by the State Bank of India wffl



i 8i i  State Baiik AUGUST 11, Hl> o/ 7ncM* UMmMterv t*ia
Bantu) Bill

[Sbn Prabhat Kar]
not in any way decrease the operat
ing cost of these banks. There would 
be separate Boards of Directors, 
separate managing directors, if neces
sary, and separate general managers 
with high salaries Although the State 
Bank of India will have control over 
the working of these banks the top- 
heavy organisation of these banks will 
continue I do not know why, when 
these banks are being taken over as 
subsidiary banks of the State Bank of 
India, the top-heavy organisation could 
not be curtailed and at least why the 
general manager or the managing 
directors of these banks could not be 
removed when the State Bank of India 
i»ft\ V* tonVraWing Vhe 'wottang of \taae 
banks

So far as the employees are con
cerned, the hon Minister said that it 
is an unreasonable demand that they 
should get the same emoluments on a 
par with the employees of the State 
Bank of India He promised that at 
least one guarantee could be given 
that the existing emoluments of the 
employees will not be curtailed and 
the employees will not be at a dis
advantage I would draw attention in 
this connection to clauses 62 and 63 of 
the Bill Under clause 63, the State 
Bank will have the power to make 
regulations providing for the condi
tions and limitations subject to which 
the subsidiary bank may appoint offl 
cers, advisers and other employees and 
tx  their remuneration and other *erms 
and conditions of service and the 
establishment and maintenance of 
super-annuation, pension, provident or 
other funds The employees of these 
banks are today governed* by awards 
They are governed by the clauses of 
the Industrial Disputes Act After 
these employees become employees of 
the subsidiary Bank, immediately the 
State Bank of India decides what will 
pofer to provide regulations which 
will govern the service conditions of 
the employees That means that if the 
State Bank of India decides what will 
be the service conditions, they will be 
final and the employees will not have 
tftt same right as they are enjoying

today to raise an industrial dispute. 
Sub-clauses (m), (n) and (0) of clause 
63(2) take away some of the rights of 
the employees which they have been 
enjoying today When it was brought 
to the notice of the hon Minister tiMrt 
these provisions really work aga nst 
the interests of the employees, he said 
that the employees will not be justi
fied in claiming any advantage, though 
they will not be placed in a dis
advantageous position because of their 
bank? being taken by the State Bank 
as a subsidiary

Here I will draw your attention to 
clauses 15 and 16 Clause 15 gives 
the Central Government the right to 
appoint a tribunal Clause 16 defines 
the powei of the tribunal Clause 
16(2) says

‘'No.withstanding anything con 
tailed in sub-section (1) or in any 
other law for the time being n 
force tht Tribunal shall not com
pel the Reserve Bank, the State 
B an k  01 any subsidiary bank—

(a) to produce any books of 
account or other documents 
vvhich the Reserve Bank, the 
State Bank or the subsidiary 
bank claims to be of a confiden
tial nature;

(b) to make any such book-, 
or documents part of the record 
of the proceedings before the 
Tribunal, or

(c) to give inspection of any 
such books or documents to any 
party before it or to any other 
person ”

A tribunal will be appointed to adjudi
cate to* dispu’e* Yet the tribunal 
will not be given the right to call for 
the books which the subsidiary banka 
claim as privileged Then how ’will 
the tribunal be in a position to give a 
fair judgment7 I can understand that 
certain  documents should be kept con
fidential. But nothing should be kept 
secret from the judiciary. It may not 
be published but the power of the 
tribunal to call for the books should
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not be curtailed Otherwise, it will 
not be possible for the tribunal to give 
proper judgments in the matters that 
will be referred to it

Then these banks have a number of 
brandies all over the Part B States. 
In about 1953, they had more number 
of branches and pay offices than the 
Imperial Bank of India had A net
work of branches m the Part B States 
will enable the banking system to play 
a proper role which the State Bank of 
India is expected to play With the 
help of the State Bank of India, with 
the status of the State Bank of India 
behind these banks, there is enough 
scope for these banks to improve We 
would ask the Government to consider 
this aspect

Today there will be many places 
where these banks have branches 
along with the State Bank of India 
In such places what will be the posi
tion’  Will the branches of the sub
sidiary banks be asked to close down7 
Or will the State Bank of India 
branches be shifted to some other 
places7 Because, these banks general
ly operate m a particular area when 
perhaps there will be no other banks 
or only less number of branches of 
other banks I would like to know 
from the hon Minister that after the 
banks are taken over as subsidiary 
banks what steps they will take regard
ing the branches of the State Bank of 
India and the subsidiary banks of the 
same area I have particularly in view 
one bank which handles the Govern
ment treasuries and which has not 
accepted the Government’s proposal— 
the Bank of Rajasthan What will be 
its future, particularly in relation to 
the treasury of the Government of 
India*
lSJtt hr*.

[San B a r m a n  m the Choir]
I would request the hon Minuter to 
clarify that also

It was stated that the Bank of 
Baroda having managed to go out of 
the control of the State the question of

considering the case of the Bank of 
Baroda does not anse In that case, I 
would like to point out that if any at 
these banks in the mean time attempt 
to go out then the recommendations 
of the Rural Credit Survey Commit
tee, which were accepted by the Gov
ernment, could not be implemented, 
because m such a long tune the bank 
magnate* could really go out in the 
same manner as the Bank of Baroda 
has done This delay—I do not know 
the reason for it—has frustrated the 
purpose for which the All India Rural 
Credit Survey Committee has made 
certain recommendations to the State 
Bank of India

I know that today it would be use
less to discuss whether straightaway 
amalgamation would have been cor
rect because the Government, having 
committed already with the share
holders and the directors of the other 
Branch however we may argue over 
here, will not accept it So, I do not 
want unnecessarily to waste the time 
of the House by arguing that amalga
mation would have been the best way 
But one thing that I would like to 
stress again is rationalisation at the 
top which is most important after 
these banks have been taken over and 
are run as subsidiaries That parti
cular question the Government must 
consider There is no necessity of 
each having these managing directors 
or general managers or a set of mana
ging directors and general managers 
because henceforward the State Bank 
will control them It can control 
with lower grade officers. Then it will 
not be necesary to control these banks 
with the help of these highly paid 
officers and rationalisation at the top 
will be possible In that reqpect at 
least the purpose, for which amalga
mation would have been stressed for, 
to a certain extent could be served

With these words I welcome this 
Bill I welcome this Bill because I 
know that once these banks are taken 
over as subsidiary banks, if not to
day, tomorrow or the day after they 
will automatically be amalgamated 
with the State Bank of India. It is
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step in the right direction. We 

would have been glad if these had 
been amalgamated straightaway. But 
although it u  a late step, it is a step 
in the right direction for which I 
welcome this Bill I would reqiiSst 
the hon Minister to consider some 
of the suggestions or to clarify some 
of the points which I have stated
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v s  % *NY ift vrsrAv 
t  ft? ft^r ^  wr?r \̂s % ip jt  w
WRT ^ t  ! I T *  W I O  ft n n  *WT $  Pp
i m  v t f  fiM w
^ s r  vb ir «tftf 9$*  *M #e tw
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<£<*]
#  if f t w  ft»rr a w  fi w -  
f f f f t r w f  f r  fip n  »i w i  i f i r
WFJT ^  ^JTW $ I #  g f c  ttr %
% fvk  aft 9$ v^fcur vrft f a  #yar 
w W f e  #  * p t t  irtnr ert
^  v t  z v f h ^ r  f f w r  * m r  

f w w r f i r e r f  *f t  firar * h p j t  i 
i f t  f R i w  *  ^  iTFvrcr 5T t̂ ft#  n r f ^  
*p fffv  ifcrT % f * r r t  aft ? r f  v t e v  
ht ^  vtetf fcrar f , ?*r t o  'fordr 
*r  qpr̂ r $ I

HT % WfWT %<t *ft crsraftsr 
fir  Wft W W  % * F * T  ^  VPhW tft
w t  « n f p f  *  ft? aft r r r t z r  q&fcr 
^ E T ^ s r  *n  v ^ f r a r  ^  %  srrf**<r 
*?t ’FSRTT ^  m ^47 <
a n ft 3r f r o w T f i m f  frqrr s m  i

f«wr vnnrr (*rt *• <r« >pw) : 
^fr arm tftnr *wntor ^  3 $ i 

«rl t m  f w r  *t« t  • »n? *ftar SftnT 
frpqjftgr the: $  $ srt 2tv | i jt?

n^rfnr | %f«Fr iptt to  
(Tartar * * r  • w r a  % w ^ r  *ft  £ t f t  ?rt 
w n?T *FW ftcTT ’  $  w  *T?r t t  S a 
fari* WTTCT a f f t f c T f r j f i r ^ a f t l ' W  
mfafarrft *?n$ *t ?, * m  
fas?* *t. ^  ^rmt *  *rtc J trn n  
^ r f ^ f a r t ^ n s r v T w r o g w r t , ^  
4 t  m * $ i i t  *ft  i w w O  f t  an*r eft 
w r  *st *rrara f t * n  ft> ar?T *tga tft 
* H f ,  t d y r < £ f r  * ^ k ?  f t  & t o  %*- 
lya  t i tw #  3  m tv zx
♦  «B^»T < fte  an fR R ft t fH fiw

f i p i r ^ T i f t r j f 5 w < t « p r f t < t ^ | P F  
TO ^ W  fwnw W Ĥî a ^ iftr 7H 

1F T ? T  nft *$3f WTOT «ft I

9«fV VRT t  19 TRT
«r f^r* * »  %T3w |r «rct  o t t  «r

%  «ft wt r̂ to w  t o  *ft% ^mr h m r
< * % flWPH $f
% J t n r f f  # q g  g r n r  w w r  ftr i *  ^  
fWvnfirarf vit $nft fvm arr xp | ?
■3F %■ TI# ^  ^  ^  ft?
«rw  ^ r  ffr «rn rf | ,  f«Rr w p r  
% clf?T ^T % fiSTTra W  f̂ PT VT fir 
^ w ? r ^ T O ? t f  i J r ft  n f  w f t v
|  f t ;  i j f  ait * t f t  ftra t v t  « n f r  ftw i arr 
T%r g , ? *r f«w*r * f  «PTTarar ^  
* W t  Or?ft ^  |ft m ftr  t m r r r
aft w  few T v t  ^rnr 3 *f %  ftr a r o
i m r r ^  ^  v n N n it  ¥ t  arr sftr 
« T T n ^ T t  V t f  *r I f?r

VI W 
f ^ r  5 t o if ip  t  ^  V fT  ^  ^ N r I  f v  
jj^rwTM ? fk  r r  I r t  v t  r m w w  
5 ^ t f w r  ^ T  T fT  t  I %%5T f f f  a r r .

q ftrr  ^ » r  % % ftr q f  p m  « r m  
<m ?pt> JfnnnT ^ t  t j  ? ro ft i a w  
w r  w ttk pn , mfr Tm vt ^ 
i n f t %  % ctt m r , v ^ m  j r t #  * i f
^  31TKT « R  a *  V P H T  5 ^  ^ F t  « frr  WW
^  ^  v t  sriff*rai # wr̂ TfT
« m  t p r f ^  ? ,h  t ’ FT v t  tnrsnSTc 
v ^ r t  «rim  i jt? r r  ?m s n r  
W T t * i ^  f j t  %  i t f t  nsft < r fW  t  
ftr fsfinft ar?A n r  v v t r  l i t  ^sn iT v n n rr 
3RRT f t  «r*rf *F*r *t » n  «rfVr <rt * w  
v t  j w  ^spt ^  fn w t ^  «#tr * » r  
d i w l  ^  firq  * * ^ H H  V T  I W  
v y  BT«ft % « T T  A  f a r  5»T fw*T » T  
Hi«n VT9TT J I
Shri T. Sttbrunaayiun (Bellary) 

Mr. Chairman, Sir, Z welcome this Bill 
Some friends had expressed the feeling 
that in pursuance of the recommenda
tions of the Bural Credit Survey Com
mittee, these banks should have been 
amalgamated and integrated with the 
State Bank of India. But thia Bill 
rightly contemplates the e w tfc— of
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subsidiary banka, because it does not 
fellowr either of these extreme 
courses. One course was complete 
amalgamation with ffie State Bank of 
India. The other course was that there 
should be no amalgamation, there 
should be an independent working of 
there bodies as before, that is main* 
tenance of the status quo Instead of 
these, this middle course has been 
chosen. This is a sort of a golden 
mean

Only recently the shareholders of 
the Mysore Bank met in Bangalore 
They were under some misapprehen
sion that this subsidiary bank will not 
work well or properly for the benefit 
of the people of Mysore State But 1 
am glad that after considering all 
these factors they felt that the present 
arrangement as contemplated and pro
posed by this Bill would be proper 
and that they should accord their 
support to it

In thu>, the directorate also will be 
chosen from the local people Two 
directors will be elected by the share
holders Though it will have an 
independent directorate, some hon 
fnends said that it will involve extra 
expenditure, establishment, staff and 
all that But instead of that, there is 
a sort of decentralisation m this 
arrangement by which the local senti
ment will be satisfied, local apprehen
sions will be removed People have 
expressed in many places that if in the 
directorate some people are there who 
have the experience of local conditions, 
who have a knowledge of the local 
problems, they will bring to bear all 
their experience and they can see that 
local business, commerce, trade and 
industry, all these things can be 
developed, particularly small-scale 
industries Therefore, I welcome this 
Bill.

The banking business has all these 
years been confined mostly to urban 
areas, encouraging big feurineas, trade, 
commerce, and all that Kotr, the idea 
is also to serve the rural sector and 
render all service to the agricultural 
sector also, I hope that those subsi

diary banks whJdt are going to be 
created will spread themselves 
throughout the various States and 
render all this service

With regard lo the authorised capi
tal, the proposed State Bank, Mysore 
will have a share capital of two crores 
of rupees, Travancore also two crores, 
and the other banks will have one 
crore each With regard to the shares, 
they are freely transferable and no 
person can have more than two 
hundred shares But there is an 
exception in the case of the present 
shareholders of these banks, and they 
can continue to have their shares The 
only condition is that the State Bank 
must have fifty-five per cent of the 
shares and the others can have only 
forty-five per cent

The hon Minister just now expresa 
ed his confidence that the develop
ment of these banks will take place to 
the satisfaction of the people concern
ed and that these subsidiary banks 
will render every assistance and ser- 
\ ice to the people, and particularly 
to the development of the areas. I 
bhare h s confidence with regard to th«« 
future of these banks, and I am sure 
that all the apprehensions, fears and 
suspicions that have been expressed 
will be belied by their future work
ing, as the hon Minister said, and 
that the actual working of these sub
sidiary banks m future will fully 
justify the confidence that has been 
reposed in these institutions and that 
they will work in the same spint in 
which the Bill has been contemplated 
and brought forward Sir, I support 
the Bill

Shri 4Jit Singh Sarhadt (Ludhiana): 
Mr Chairman, Sir, I support the Bill 
m the form in which it has emerged 
from the Joint Committee, for two 
reasons, firstly, because it follows in 
principle the recommendations of the 
Committee on Rural Credit Survey, 
inasmuch as it avails of the services of 
the State associate banks in ort}cr te 
extent the rural credit; and wooadly, 
for the reason that it maintains 
entity, individuality ao6  jndnifftw cg
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of those banks in order to afford them 
an opportunity of having contact with 
the people to whose interest they 
would cater, m order to extend credit, 
at the same time maintaining the 
supervision and superintendence of 
th> State Bank

I qune see that there s a substantial 
opinion that there should have been 
amalgamation and merger of these 
banks in the State Bank But we have 
got to see this in view of the objective 
we have got The objective is exten
sion of rural credit The rural areas, 
so far, as you are aware, and the 
House is also aware, have been starved 
of all credit The figures that we have 
go* show—of course, this is subject 
to correction—that the mam credit is 
to commerce and it extends to the 
extent, if I am ngh*. of 78 per cent., 
industry takes nearlv 20 per cent and 
agriculture or the rural areas take 
only 2 per cent I congratulate the 
Government on having taken these 
steps in enlarging the machinery for 
the purpose of providing rural credit 
to the rural population I believe 
this was one of the steps which have 
been taken But, I would submit that 
had these banks been absolutely men; 
ed in the State Bank, 1 am afraid, such 
attention would not have been possible 
to give to rural credit as now it would 
be possible for these banks to do

I will take the case of the Bank of 
Patiala as an illustration Hie State 
Bank of Patiala has rendered signal 
and yeoman service in the matter of 
developing industries so far m the 
erstwhile States of the P E P S U  is 
concerned It has got a tradition; it 
has got a history If the direction of 
the State Bank and the Government is 
that henceforth it should limit or con
fine its activities to the extension or 
affording or rural credit, I expect and 
I hope it would be able to give greater 
service to the rural population of the 
Punjab I submit thit I quite see the 
justification of the demand that they 
should have been absolutely amalga
mated. But, I also see that we have

to take into account the exigencies of 
the times and the circumstances 
independently. If the State Bank of 
Patiala as it is, if entrusted with the 
duties and function of affording rural 
credit and enlarging its ambit, and 
given independence for the purpose 
and individuality, it would be able to 
serve better that objective than if it 
had been merged entirely into the 
S’atc Bank We would have a separate 
Board of directorate I would discuss 
the provision m clause 25, as it is 
legardmg the Board of Directorate; I 
feel it is not very happy I will b? 
discussing that presently At present, 
1 would say that amalgamation would 
not have been in the interests of the 
objective which we have got in view. 
The individuality, entity and indepen
dence that has been maintained in this 
Bill would afford greater scope of 
achieving the objective which the 
Government has got

Besides, we might also see the 
recommendations of the Committee on 
Rural Credit which was appointed for 
‘he purpose of Rural Credit Survey 
The main emphasis n the recommen
dations of the Commi’ tee was that 
there should be extension of co-opera- 
*>ve credit and that conditions and 
climate should be created where it 
would be successful For that purpose, 
they not only recommended co-ordi
nation, Go\emment partnership and 
efficient personnel, but other things 
also for that purpose Of course, I 
concede that so far as this B II is con
cerned, they did say that there should 
be amalgamation But, the circum
stances have changed I would only 
draw the attention of the House to 
one recommendation on which they 
laid emphasis on page 214. In para 8, 
while discussing co-ordination, thf*v 
said-

“We recommend that while the 
state co-operative bank and the 
central land mortgage bank should 
continue to remain separate 
entities for legal and financial 
purposes, direction and manage
ment should be common to flic



1<U$ State Batik SRAVAHA 20, 1881 (SAKA) of India (Subsidiary i<Ufc
Bank*) BUI

farthest extent possible end the 
same administrative staff operate 
under two types of institutions. 
Thus, the state co-operative bank 
and the central land mortgage 
bank should have a common board 
of directors, a common ndmaustra- 
tive machinery and a common 
building to house them If it is not 
practicable to have a common 
board of directors, at least some 
of the directors sh uld be common 
to both This recommendation 
applies in particular to States 
where either state co-operative 
banks or central land mortgage 
banks have to be newly establish
ed Other States should as far a<. 
possible, attempt to modify exist
ing arrangements m approxima
tion to this model”

iou will see that they have supp'iid 
ind advised to maintain separate 
•ntity in order to have contact with 
he rural population directly I 
herefore submit, if w*» look at th« 

substance of their recommendation ai d 
where they lay emphasis, they did say 
that separate entity should be main
tained because they will have grottr 
scope for contact with the rural popu
lation and greater opportunity to 
afford them what they need There
fore, I submit that it is wrong to say 
that amalgamation would have been 
better I believe this balance which 
has been kept is very well, because 
whereas the supervision and super
intendence of the State Bank is ther*, 
there is at the same time 'his 
separate entity

As I submitted, 1 take exception to 
the provision m clause 26 which pos 
tulates that the Board of director*, of 
a subsidiary bank shall consist of the 
following

“ (a) the chairman for the tone 
being at the State Bank er  
officio.

(b) an officer of the Reserve Bank 
to be nominated by that bank;

(c) not more than five directors to 
be nominated by the State

Bank of whom not more thau 
three shall be officers of that 
bank;

<d) two directors to be elect* d m 
the prescribed manner by the 
shareholders oth»r than the 
State Bank "

You will find that 45 per cen* ol the 
shareholders are being only given »  
i < presentation of two You will have 
to make provision for that I need not 
ay that Leaving that a*ide, you are 

having a certain percentage— 5 direc
tors to be nominated by the State 
Bank of whom three shall be—the 
maximum is three—officers of *hat 
bank The Government would have 
been well advised if there had been 
provision for representation of agri- 
(ultur st>> The main objective is to 
ixtend rural credit There should have 
been statutory representation for the 
agriculturists I would plead humbly 
w»th the hon Minister that a direc
tion should be issued that, m these 
Board, with the object*ve as I have 
envisaged there should be representa
tion to the rural population, strong 
and efficient representation «o that 
they should be able to voice their 
views in the working of these banks. 
It would have been very much hotter 
if this had been made Even now, f  
would submit that the non official 
element should be substantial I sub
mit the Government control is there; 
there should be sufficient representa- 
t on for rural population

A.n hon Member from the Punjab 
pleaded that amalgamation would* 
ha\« been much better At the same 
t me he pleaded the case of the 
employees that different pay scale has- 
bctn fixed for them The hon Min
ister said that it would raise the 
expenditure I would certainly sub
mit, when you have an integrated 
structure of the type and you call 
these banks to be subsidiary banks o f  
the mam bank, the State Bank to 
keep this discrimination between the 
pay of the employees at the main bankr 
and the subsidiary banks looks unfair. 
Thu is my second point before thir 
August House That we have got to-
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aee logically. When you have called 
O i« i subsidiary banks under the con
trol of the State Bafik, when you hav?
*  sort erf an integrated structure of 
the kind, you make a discrimination— 
unhappy—in the pay of the employees 
of the main bank and that of the 
employees of the subsidiary banks I 
submit, that does not look logica1, nor 
reasonable, nor fair, nor just I would 
say, something should be done It 
may be done by the subsidiary bank 
Itself by raising the pay level to some 
•extent commensurate with i*s own 
•capacity I would respectfully subm t 
that something is Called for

With these words, I support the Bill 
1« kn

Shri P K. Deo (Kalahendi) Bv 
passing this legislation, we are suppos 
ed to put our seal of approval on the 
terms of the agreements that have 
been arrived at between the Ministry 
•at Finance of the Government of India 
and certain banks which are going to 
be subsidiary banks when this Bill 
is enacted and brought into force 
Though this vi ill be a step m the nght 
direction, I think the ideal thing would 
have been that these banks should all 
have been amalgamated with the State 
Sank of India

The Committee of Direction on All 
India Rural Credit Survey had strong
ly recommended the amalgamation of 
the then Imperial Bank of India and 
certain State-associated banks and the 
formation of the State Bank of India 
Even though we had thought that in 
course of time this amalgamation 
would take place after the State Bank 
o f India had been formed, still nothing 
has been done in that nght direction 
so far

Taking into consideration the amount 
at control that is being exercised by 
the State Bank over these subsidiary 
banks, I thmk for all practical pur 
poses they should be considered as 
branches of the State Bank of India 
■wen though for legal and technical 
purposes, they are separate entities, I 
personally feel that for administrative

convenience and ter the bonoAt at the 
employees, and in the long run, ter 
the benefit at the country, it would 
have been much wiser if all of them 
could have been amalgamated to form 
one strong United State Bank of India

If there had been difficulty in arriv
ing at that conclusion by negotiation 
with the various banks, I do not thnA 
there was any obstacle in the way oi 
making the Patiaa Bank a branch of 
the State Bank of India, as there was 
no puvate interest involved in that, 
and it was for all purposes a part af 
the State Department of the then 
Patiala Government and later, of the 
PEPSU Government

The main argument that has been 
ad vane id b\ the Ministrj for not mak 
ing these banks as branches of the 
State Bank is that much saving would 
be effected in the shape of pay bills 
and establishment charges and so, in 
the long run it would be effecting a 
big saving in the shape of expenditure 
But I cannot appreciate that argument 
especially when just an hour ago we 
have passed a legislation which em 
powers th< Stat< Bank to offer diffe
rent terms and conditions of service 
to the employees of those banks whose 
business would be acquired b> th< 
State Bank So there would be no 
difficulty if even at a later stage there 
would be the acquisition of the busi
ness of certain banks bv the State 
Bank of India and separate terms and 
conditions of service different from 
those enjoyed b> the employees of 
the State Bank, are offered to the 
employees of that bank whose busi
ness is going to be acquired Secondly 
by making these banks branches of 
the State Bank, we would be saving 
a lot in this direction Now in a 
particular town, then may be an 
existing branch of the State Bank of 
India, and at the same time, even after 
the passing of this Bill, there would 
be the branch of the subsidiary bank 
So, there may be two establishments 
Instead of there bang two establish 
ments, there could be one establish 
ment, that would be a branch of the
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State Bank of India. Further, as has 
been rightly pointed out by my hon 
friend Shri Prabhat Kir, there will 
be a saving to a great extent in the 
top-heavy administration, because if 
we were to have separate entities, even 
though they may be subsidiary banks 
of the State Bank of India, still in the 
shape of managing directors and other 
big posts, the subsidiary banks have 
to maintain a big paraphernalia, and 
consequently, the expected big saving 
could not be anticipated

Now, coming to the various clauses 
of this Bill, my hon fnend Shn Ram 
Knshan Gupta pointed out that under 
clause 27, which deals with disquali
fications for directorship, the question 
of deciding whether an offence 
amounts to moral turpitude or not 
would be decided by the State Bank 
of India But I would like to make 
this correction that due consideration 
was given to this matter and it was 
rightly changed by the Joint Commit
tee, and it was provided that the deci- 
,ion would finally rest with the 
Central Government, and the Central 
Government would be the proper 
authority to decide that matter

Regarding this disqualification clause 
which debars certain persons from 
being directors of the subsidiary banks, 
1 would like to draw the attention of 
the House to an amplification that has 
been made by the Joint Committee 
The disqualification has been further 
amplified to include persons who have 
been dismissed or removed from the 
service of Government or a local 
authority or a corporation or a com
pany m which not less than fifty-one 
per cent of the paid-up share capital 
is held by Government So far as 
removal or dismissal from the service 
of Government is concerned, I have 
nolhmg to say But to extend the 
scope of it to the local authority, I 
think, is too much, because local 
authority in thia country means gram 
panchayata and municipalities also 
From the growth of our gram pan
chayata and municipalities, we have

seen that unfortunately there has not 
been a proper growth m the demo
cratic way. And there are various 
instances in which removal or dismis
sal from service has been made in a 
vindictive way, many party questions 
and political questions etc. crop up, 
and, therefore, the terms and condi
tions of service and security of tenure 
have not been well defined and deve
loped in the case of the local autho
rities So, if for any vindictive 
reason a person has been removed 
from the service of a municipality or 
a gram panchayat, he should not be 
debarred from becoming a director on 
the board of directors of the subsidiary 
bank

Coming to clausc 36 this clause ha« 
been provided to simplify the proce
dure of acquisition In my today’s 
jpeech, on the previous Bill, 1 pointed 
out that delegation of full authority to 
Government to expedite matters by 
saymg that statutory provisions incon
sistent with governmental directions 
would cease to apply was hardly any 
simplification of procedure Suppose 
there is a conflict between the statu
tory provisions and the governmental 
direction Then according to tins law, 
the governmental direction would pre
vail 1 think the whole intention if 
that as soon as these banks become 
subsidiary banks, the employees of 
those banks should be deprived of the 
benefit of the various statutory provi
sions like the Industrial Disputes Act 
If you consider the interest of the 
employees, this legislation has put 
them in jeopardy I feel that even 
though wc are not going to pay than 
the same emoluments and offer them 
the same terms and conditions of ser
vice as have been enjoyed by the 
employees of the State Bank of India, 
we deprive them of certain of their 
inherent nghts which they have been 
enjoying so far under the Industrial 
Disputes Act

As regards sub-clause (8) of clause 
38 I would Idie to draw attention to
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one thing, viz., that at least the terms 
and conditions of service offered to 
the employees of the subsidiary banks 
should not be mfenor to those enjoy
ed by them previously Provision has 
been made in this Bi1! to the effect 
that if thev accept the terms and con
ditions offered by the subsidiary banks, 
there would be no case for them under 
any previous agreement for compen
sation or m respect of retrenchment or 
gratuity Those things won't apply I 
feel that as these persons would be 
dischaiging the same duties as those 
of the employees of the State Bank, 
the> should have the same benefits 
and same terms and conditions of em
ployment as those enjoyed by the 
State Bank employees

Secondly, thej will not have an> 
bai gaining powet This is a specialised 
job The dut> of a bank employee 
is something specialised and technical, 
and employment oppoi turn ties are also 
very much limited in this field in this 
country At the fag-end of their 
career if they are out of job, where 
can they go* Even if they are offered 
inferior terms and conditions, they are 
bound to accept them So in all fair
ness I suggest that this august House 
as the guardian for the protection of 
the various rights of individuals should 
see that some pro\ is ion is made to the 
effect that at least inferior conditions 
of service should not be offered to 
them

Regarding continuity of their service 
for the purpose of calculation of pen
sions, provident fund and gratuity, 
their past service should be taken into 
account

Coming to clause 45, I do not think 
it is an adequate safeguard against 
action by persons who would be im
peding the full and effective transfer 
of the existing banks Some strict and 
penal provision should have been pro
vided there to punish those who would 
be acting in a manner prejudicial to 
the interest of transfer or who would 
be putting some impediment in the

process of transfer, because there 
might be interested parties and big 
interests who may not be liking this 

transfer taking place Such persons 
should be properly dealt with, for 
which strict penal provisions should 
be made m the Btll

Shri Easwam Iyer (Trivandrum) 
Sir, some general comments on this 
Bill have been mad  ̂ by many hon 
Members and I do not wish to repeat 
them It makes me rather unhappy 
to read through the piovisions of the 
Bill, as it has emerged from the Joint 
Committee 1 am not going into the 
drafting mistakes that have been com- 
nutted I would respectfully sub
mit to this House that more anxious 
consideration should have been best
owed upon the various provisions of 
this Bill bv the Minister in eharge of 
the Bill

Regarding the general principle of 
amalgamation of the various banks 
that have been scheduled here, my 
hon fnend the Minister in charge, 
would say that it is impossible to 
accept, that it is contrary to the treatv 
or agreement with the various banks 
and, therefore, we need not press that 
point of view I fail to understand 
how banks which were public limited 
companies under the Companies Act 
have become statutory' banks under 
this enactment, where provision has 
been made for payment of compensa
tion to the shareholders in money 
value thereof and in case thev do not 
accept the money, they would have 
to be allotted shares m lieu thereof 
I fail to understand how Government 
are debarred from merging or amal
gamating all these banks with the 
State Bank Thev say the agreement 
or treaty would stand m the way Of 
course, they might have tned to per
suade these various banks to come to 
an arrangement and the persuasion 
has failed But I would submit this 
where compensation is payable in 
money value, why not we go a step 
forward and sav “we pay compensa
tion absorbing all the shares; the
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entire group of banks, whethei it is 
tbe Bank of Patiala or the Travancore 
Bank, shall merge in the State Bank 
of India'?

The title of this Bill is rather mis
leading Of course, it is a very good 
looking title, in the sense that it has 
raised the status of the various hanks 
u> that of the State Bank of India 
But the title is “State Bank of India 
(Subsidiary Banks) Bill" If the hon 
Minister says that they cannot be 
absorbed or merged in th< State Bank 
of India, you call it the “Statutorv 
Banks Bill, 1959" Of course with 
the State Bank paying compensation 
'H lontrol ovet these banks is then 
Th it is one thing that I would like 
to submit

Regarding th< vaiious pmvisions in 
this legislation, I am led to believe 
that so far as the cmploj oes of those 
banks who might be absotbed are con 
cemed, they an given an inferior 
position inferior position in the sense 
that they will not become State Bank 
of India employees but will continue 
to be subject to the control of th* 
State Bank of India getting the same 
terms and conditions of service 
according to the hon Minister, which 
will not be less advantageous If the 
employees of the banks absorbed b\ 
the State Bank of India under the 
State Bank of India (Subsidiary 
Banks) Bill cannot get the same con
ditions of service as those of the State 
Bank of India employees it makes one 
rather unhappy

Why is it that such a provision can
not be made9 These employees who 
were working with these banks are 
nevertheless subject to the control of 
the State Bank of India with regard 
to their terms and conditions of ser
vice, according to clause 63 It has 
been referred to by my hon friend 
Shn Prabhat Kar If these employees 
will be subject to the control of the 
State Bank and still will not get the 
status of the employees of the State 
Bank, then, it seems to me that it is 
just like—if I may be allowed to use 
the expression in common parlance—a

marriage taking place and a wife 
going to the family of the husband 
and not getting the status or becoming 
a member of the family We will just 
marry the bank* into the family of 
the State Bank but we won’t confer 
the status of a member of that family

Or. B. Oopala Reddi* That 15 so in 
Nair families

Shri Easwara Iyer: I am sorry he 
has not read Hindu law You will 
find that under the Hindu law the wife 
goes into the gotra of the husband's 
family So, please let him not contra
dict me on any question of law It 
would be useful for him to learn 
Hindu la'* 1 am on'y saying that 
it is restricted Even if it is the Maru- 
m'tkkalayam law he will have to read 
the Nair Act It is not so in a Nair 
family that the wives will not become 
members of the family I will tell 
you that

1 am onlv using the expression of 
common parlance So I would say it 
is only tht legal consequence of such 
an enactment whereby you make these 
banks statutory ones under the control 
and supervision of the State Bank to 
give them the benefit of all the terms 
and conditions of the employees of the 
State Bank of India It will prevent 
disharmonv between the employees I 
am not saving that there will be dis
harmony But 1 would say that the 
State Bank employee would always 
c 1 ,older himself superior though both 
are doing the same category of work 
or functions Thev mav be equal; but 
there will be some heart-burning on 
the part of the employees of these 
subsidiary banks that they are in a 
sort of inferior position Why that 
distinction should be maintained by 
this enactment is a matter which the 
hon Minister may explain

I would like to invite the attention 
of the hon Minister to certain provi
sions of the enactment It is provided 
that a Tribunal should be appointed 
for determining the compensation and 
that the Tribunal shall consist at such 
high officials like retired Judges of the
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Supreme Court and the High Court 
That Tribunal is to decide in eases of 
dispute aa to the value of the compen
sation payable to any contesting party 
And that Tribunal is debarred by 
clause 16 from looking into the account 
books of the bank—leave alone the 
question of allowing the parties to 
inspect these accounts If the Tribunal 
itself 13 debarred from looking into 
the account books how is it possible 
to arrive at the compensation that is 
payable7 When the question to be 
determined by the Tribunal is the 
compensation in money value thereof, 
is it not necessarv or is it not a con
dition precedent that the Tribunal 
shou d also be invested with the know
ledge and information necessary for 
arriving at a correct conclusion by 
looking into the accounts of the bank7 
It is a matter for the hon Minister 
to consider

Of course the hon Minister may 
stand up and say, it may not 
be desirable m banking practice 
for one party to know the condition of 
accounts of another partv and, natu
rally, the banks should always main
tain a sort of secrecy regarding the 
accounts of its customers Certainly, 
it is a very desirable thing But when 
we come to the extraordinary question 
of determ<ning the compensation that 
is payable with respect to the liquid 
assets available m respect of a bank 
and the Tribunal has to decide it, what 
is it that prevents the Tribunal from 
looking into the accounts—leave alone 
the question of inspection to be allow
ed to parties7

If you look to section 123 of the Evi
dence Act, you will find that docu
ments relating to the affairs of State 
cannot be produced in court That is 
what is stated in the Evidence Act 
But the court must decide the question 
whether any particular document re
lates to the affairs of Government, and, 
for that purpose, the court, being a 
limb of the Administration of Justice, 
can Inspect the document and find out 
whether it is detrimental to the inter

ests of the public to disclose it If It 
is detrimental to the interests trf the 
public the court will not disclose it  
If persons of the high calibre of Sup
reme Court Judges and High Court 
Judges who have been appointed aa 
members of this Tribunal are to be 
prevented from looking into the books 
of account for the purpose of evaluat
ing the compensation that is payable 
to a particular person or to a group 
of persons on the plea that the books 
af account are matters of a confidential 
nature, then, it is a thing which is jar- 
nng to one’s sense of fairness

It may be a confidential document 
but it will not in any way be detri
mental to the interests of the public. 
My respectful submission is that suit
able amendments may be introduced 
to enable the Tribunal to inspect and 
to compel production of the books of 
account for its own inspection to 
arrive at a correct valuation of the 
compensation that is pajable, if it finds 
necessary to do so Of course I do 
not say that in everv case the Tribunal 
should call for the books of account 
It will be rather a hardship on the 
banks to call for books of account 
necessary for the day to day business 
of the banks But the Tribunal may 
be invested with the power, in cases 
where valuation is not possible with
out the books of account, to have those 
books produced and to see them An 
oath of secrecy may be taken before 
the Tribunal so that nothing could be 
divulged outside and if the proceed
ings of the Tribunal m such cases is 
taken tn camera with respect to the 
parties therein I do not thmk it will 
become public anywav

The other provision in the Bill to 
which I would invite the attention of 
the hon Members of this House is 
clause 63, which confers powers on the 
State Bank officials to determine the 
conditions of service of the employees 
Sub-clause (m) reads:

“the conditions and limitations
subject to which the subsidiary
bank may appoint oflloera, advis
ers and ether employees and fix



I83? State M U  SRAVANA W, 1881 (8AKA) of India (Subsidiary 1838 
'  Bank*) Bill

their remuneration and other 
terms and conditions of service;”

This leaves blanket power and un
guided power in the hands of the State 
Bank of India to fix the conditions at 
service of the employees.

Of course, my friend expressed the 
doubt here whether it would not hit 
the provisions of the Industrial Dis
putes Act where the terms and con
ditions of the employees are governeo 
by the Industrial Disputes Act, anu 
whether this clause is not inconsistent 
with the Industrial Disputes Act.

Curiously enough, I looked into the 
Schedule also. Genwally, we slip over 
the schedules. I looked into the Sche- 
du'e because it is provided in clause 
64 that—

“The enactments specified in 
Parts 1 to VII of the Third Sche
dule shall be amended in the man
ner directed in the first column 
thereof and such amendments 
shall take effect on the dates 
specified in the second column 
thereof.'

Certain enactments are amended 
by clause 64 and the Third Schedule 
is put in. This is a very curious way 
of making amendments to other 
enactments. Part II of the Third 
Schedlule deals with the definition of 
a banking company. It says:

' “banking company" means a 
banking company as defined in 
section 5 of the Banking Com
panies Act, 1949, having branches 
or other establishments in more 
than one State, and includes the 
Reserve Bank of India, the State 
Bank of India and any subsidiary 
bank as defined in the State Bank 
of India (Subsidiary Banks) Act. 
1959;’

Let us read together the definition 
in the Industrial Disputes Act and 
this together. Let us read section 88 
along with the so-called amendment 
of the Industrial Disputes Act which 
becomes part and parcel at this enact
ment. Both are inconsistent with cadi

other. Of course, it needs a big law
yer to And whether one over-rules the- 
other or has to be harmoniously 
interpreted. I think my hon. friend 
over there, Shri Pattabhi Raman, will 
help me in respect of this matter, to 
end all these difficulties. Why not 
say in the very body of section 0& 
itself: “Notwithstanding or without 
prejudice to the provisions contained 
in the Industrial Disputes Act o f 
1949........."? Why all these inconsis
tencies? Why cannot all these 
amendments proposed be contained in 
the body of the enactment so thst 
the hon. Members may go through 
them? It is all put in very smalt' 
print and it takes quite a lot of time- 
to even read it and it is much more 
difficult to understand it with re
ference to the various enactments. Of' 
course, it is our business to learn alt 
these things but the time is very 
short. Honestly confessing before 
you, 1 have to say that T have not 
been able to correlate it with respect 
to the various enactments when we 
find a number of enactments are 
sought to be amended in the Sche
dule. This is not a desirable way 
to amend enactments unless the pro
visions are contained in the body of 
the enactment itself. I am not con
cerned with the general aspects. It 
is certainly a desirable Bill. As my 
hon. friend Shri Prabhat Kar has said, 
it is a step in the right direction but 
I would certainly plead that w e 
could have gone a step further and 
have said that these banks have be
come part and parcel of the State 
Bank of India. Where is the diffi
culty? What agreement would pre
vent you when you are the masters- 
here to legislate? You may say: jre 
have got a sort of convention and 
agreement and it would be rather un
desirable for us to commit breach o f  
the agreement that we have entered 
into with the various banks. But 
then why enter into such agreements 
which prevent the amalgamation a» 
recommended by the Rural Credit 
Survey Committee? Such an agree
ment is very dangerous and very 
explosive. We must be careful abowt 
such agreements at least in fa lw e 
and the hon. Minister may soon com
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forward with a Bill which will make 
these subsidiary banks also non
existent so that they may become part 
and parcel of the State Bank of
India

Shri Monurka (Jhunjhunu): One
criticism made both m the minutes of 
dissent as well as the speech here is 
that instead of forming subsidiaries 
*11 these banks could have been 
straightaway amalgamated or merged 
-with the State Bank of India and in 
support of their argument, they quote 
the Rural Credit Survey Committee 
report It is true that it recommended 
-so but for a very good reason, the 
Government decided to keep the 
separate entities of these banks There 
was a strong representation made to 
the Government against the nationa 
lisation or taking over of these bank* 
and the mam argument of the per
sons who represented this view was 
that these banks serve the special 
needs of each individual locality and 
that if these banks weic straightaway 
merged into the State Bank then 
those local needs would be neglected 
toy this big institution Therefore, a 
strong plea was made that these 
individual banks should not be touched 
by the Government but should be 
allowed to exist as they were At 
the same time, Government felt the 
necessity of exercising some more 
control over these banks because they 
were acting as the agents of the 
States managing the treasury busi
ness etc The only way that the Gov
ernment could And in order to meet 
the criticism of the people in order 
to allow the banks to be useful to 
these localities was to create these 
subsidiary banks So far as the 
creation of these subsidiary banks is 
concerned, I think the Government 
lias taken a very wise step and that 
will serve the purpose or meet the 
criticism of these people But what I 
cannot understand is this cumbersome 
method of creating subsidiary banks. 
'Why were the majority of shares in 
those banks not acquired by the State 
Bank of India and why were the 
namet of these Banks not changed

as the State Bank^sf Jaipur or the 
State Bank of Bikaner or Patiala and 
so on?

That procedure, in my humble 
opinion, would have been far simpler 
and it would have dispensed with the 
necessity of passing this Bill. What 
I feel is, in those banks you are fol
lowing a principle of public co-oper*- 
tion. You are allowing the public to 
hold shares to the extent of 45 per 
cent You are also giving a represen
tation to those 45 per cent shareholders 
on the Board of Directors to the 
extent of two directors If you do 
that, then it is necessary that all 
other things and other rights which 
belong to the shareholders m a corpo
rate body should also automatically 
flow

Now. for example, here what is 
sought to be done is that the auditors 
would be appointed by the State 
Bank in consultation with the Reserve 
Bank, but those auditors would make 
a leport not to the company, namely 
the subsidiary bank, but to the State 
Bank They would not make a re
port, they would not be responsible 
to the shareholders even though there 
may be as many as 45 per cent share
holders who are outsiders, who are 
not on the State Bank, the Reserve 
Bank or the Central Government In 
such a case, I think the sound princi
ple is that any bank or any company 
could be made a subsidiary of the 
State Bank and then allow that 
subsidiary to function as an ordinary 
banking institution, as a commercial 
bank or as any other corporate body 
I think that procedure could have 
been far simpler and that would have 
created a lot of initiative even in 
the Board of Directors ' of those 
subsidiary banks

What happens here is this At 
every stage you will And that there 
is interference by the State Bank 
And, more than the State Bank, 
there is the approval required of the 
Reserve Bank and also, in certain 
cases, the approval required of the
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Government. Sir, the State Bank 
ttaali it a special type of institution, 
and if for the State Bank you require 
a certain type of detailed control 
both by the Reserve Bank and the 
Government I can understand it; but 
fat flie subsidiary of the State Bank 
to prescribe a degree of control more 
detailed than what you have for the 
State Bank itself is something which 
I cannot understand.

The Reserve Bank, as you know, 
after all is a banker's bank. It has 
to exercise a certain moral influence 
on all the banking institution of the 
coantry. It has to apply its brakes 
against undue expansion of credit. It 
has to give advice from time to time, 
and it has also to act in many mat
ters as *a judge over the activities of 
banking in this country. But if the 
Reserve Bank itself is made a party 
to many of the decisions which the 
subsidiary banks would be taking 
from time to time, then the Reserve 
Bank is put in a very compromising 
position. So the Reserve Bank should 
have been kept aloof from the 
detailed working of the subsidiary 
banks Bnd the entire management of 
the subsidiary banks should have been 
left, in the first instance, to the Board 
of Directors. If you want to provide 
some safeguard in some rare cases, 
you could have said "in consul
tation with the State Bank"; but 
there is no justification at all for 
bringing the Reserve Bank in so 
far as the management, capital 
structure, issue of shares etc. are con
cerned. The Reserve Bank should 
have been kept completely away. Now. 
here, for everything the approval of 
the Reserve Bank shall have to be 
taken so much so even for the appoint
ment of a General Manager the Board 
of Directors of a subsidiary bank can 
do nothing, they are not in the picture 
at all. The State Bank can make an 
appointment in consultation and with 
the approval of the Reserve Bank. 
Hut is a thing which, apart from any
thing else, would not leave any initia
tive in the hands of the Board of 
158 LSD—8.

Directors. After all, what is the Board 
of Directors? Even on the Board of 
Directors you have the nominees of 
the State Bank of India and the Re
serve Bank. Now the Joint Commit
tee in its wisdom has thought it pro
per to put one representative of the 
Central Government also. After all, 
the representatives of the outside 
shareholders are only two and so the 
State Bank or the Reserve Bank or the 
Central Government could always 
convey their wishes and always have 
their wishes carried out through the 
board of directors. Then, why put 
so much of weightage on the State 
Bank and why circumscribe the initia
tive of those directors in so many other 
ways?

I therefore feel that the Joint Com
mittee has not paid due attention to 
this aspect, namely, whether there 
would be enough initiative left or 
whether the main purpose for which 
the identity or the individuality of 
the subsidiary banks has been main
tained would be served or not; that 
is to say, whether these banks would 
be able to function as hitherto. Would 
they be able to carry on their business, 
would they be able to carry on their 
policy which they have been follow
ing till now? If that purpose is not 
served, then the main thing for which 
the subsidiaries are created would be 
defeated. The whole management of 
these banks will be tied In the red tape 
and everything will be subject to the 
sanction or the approval of the Gov
ernment or the Reserve Bank.

Then I feel that in a few plaees the 
drafting of this Bill also requires some 
close scrutiny and there again my 
complaint and my grievance are 
against the Joint Committee. It is 
true that many of the provisions in 
this Bill have been copied from the 
State Bank Act But even there I 
think that it that Bill was passed 
somewhat in a hurry and we eould not 
look into certain things at that time, 
yet, at this time tiioee mistakes should 
have been corrected. I shall give you
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one or two examples Take, for exam
ple, clause 24(2) This clause deals 
with management Sub-clause (2) 
•ays:

“ (2) Subject to any such direc
tions and instructions, the general 
superintendence and conduct of 
the affairs and business of a sub
sidiary bank shall, as from the ap
pointed day, vest m a Board of 
Directors who may, with the as
sistance of the general manager, 
exercise all powers and do all such 
acts and things as may be exercis
ed or done by that bank ”

Now, the first two lines say “general 
superintendence and conduct of the 
affairs of the business of these banks’ 
When you go a little later, the clause 
says that with the assistance of the 
general manager it can exercise all 
powers and do all acts The real 
position is that subject to the control 
and supervision of the board of direc
tors, the officers and the general man
agers, etc, carry on their business 
Hie Board of Directors always exer
cises a general superintendence and 
control over the affairs of the banks 
I do not find fault with the substance 
but I think that there is some room 
for improvement of this drafting If 
the Joint Committee had applied it«* 
mind more carefully perhaps it could 
have made the drafting a little more 
elegant

Then I come to another dause- 
clause 34(4) If you see this clause 
you will find that here almost a veto 
power is given to one director If, m 
the opinion of that director, the inte
rests of the State Bank are likely to 
suffer or are not likely to be protected 
at a particular meeting, he may give 
notice Remember this As 1 said 
a little earlier, the constitution of the 
board itself is such that except two 
persons who represent the members 
of the public, all other persons are 
nominees either of the State Bank or 
the Reserve Bank or the Central Gov
ernment But even so, under clause 
S4(4), if any of the directors fed that

at a particular meeting the intercuts 
of the State Bank are not likely to 
be looked after or are likely to suffer, 
then, the director can give a notice 
in writing and all the proceedings will 
have to be postponed They do not 
care for the interest of the subsidiary 
company at all. This Board of Direc
tors is for the subsidiary bank, in 
which as much as 45 per cent of the 
shares can be held by outsiders What 
about the interest of that company’  
That is the paramount interest which 
the Board of Directors have to safe
guard Without talking of that mte 
rest, they say, “if the interest of 4he 
State Bank is likely to suffer”—almost 
a veto power is given to one director 
who can give notice in writing, and, 
if he does that, the meeting will have 
to be postponed or the proceedings of 
the meeting will have to be cancelled

Then, kindly read clause 38(3) and 
see what wide powers are given Clau c 
38 deals with the acquisition of busi 
ness of other banks That is, if the 
subsidiary bank wants to acquire that 
banking business, if the State Bank 
thinks it desirable or if the Reserve 
Bank dnects that that business may 
also be acquired, the subsidiary bank 
will be bound to take over that busi
ness Sub-clause (3) says

' (3) Notwithstanding anything 
contained m this Act or any other 
law for the time being in force t 
any instrument regulating the con 
stitution of the banking institution 
concerned, the terms and condi 
tions as sanctioned by the Centra) 
Government shall come into effect 
on the date specified by the Cent
ral Government in this behalf in 
the order of sanction and be bind
ing upon the subsidiary bank and 
(he banking institution concerned 
as well as upon the shareholders 
(or, as the case may be, pro 
pnetors) and creditors of that 
banking institution ”

That means, whatever law we may 
pass under this Bill or any other Act 
for the time being in force, if the



1845 State Bank 8RAVANA 20, 1881 (SAKA) of India (Subsidiary 1846
Banks) Bill

executive order sanctioning acquisi
tion specifies certain conditions, they 
would be paramount and they would 
override all the legislative enactments 
that have been made till then. That 
is a point which deserves the consi
deration of this House I do not know 
the constitutional propnety of this 
clause I believe my hon friend, Shri 
Nathwaiu, is going to deal with this 
point and so I do not want to say 
much about it But to a lavman like 
me, it appears that these are verj 
wide powers given to the executive 
to override the legislative enactments 
—provisions under this Bill as well as 
any other law for the time being in 
force

I now come to the chapter on ac 
counts and auditing Here again, most 
of the provisions arc copied from the 
State Bank, but still this thing suffers 
from lack of clarity as well as 
elegance The very first clause 39 
says that a subsidiary bank shall cause 
its books to be closed and balanced on 
the thirtv-first day of December in 
each vear This is a matter which 
mutt be regulated by rules, regula 
tions and things like that There is 
no necessity for a provision in the Bill 
to say that the bank shall close its 
books and balance its accounts on a 
particular day Yet, a very vital thing, 
viz , “each subsidiary shall prepare a 
balance sheet and profit and loss ac 
count” is not found here Though it 
says that the auditors will be supplied 
with copies of the balance sheet and 
profit and loss account, there is no 
provision that each subsidiary hark 
shall prepare a balance sheet and pro 
fit and loss account Matters which 
m my opinion could have been regu 
lated by rules have been embodied 
here, but matters which are important 
and vital have been completely left out

I may invite your attention to clause 
41, sub-clause (5) This sub-clause 
says:

"The auditor shall bold office
for such term not exceeding one
year as the State Bank may fix
at the time of Us appointment ”

Where are they appointed for less than 
a year7 In which company, which 
corporation, are the auditors appointed 
for less than a year? The minimum 
period, the least period for which an 
auditor should be appointed, is one ac
counting year If that is so, I do not 
see much meaning m sub-clause (5) 
It may be, the hon Minister may ex
plain, that m  the first instance U il  
appointment of auditor may be for a 
smaller period But, surely, that 
should be provided in a proper way 
You cannot appoint more than one 
auditor for the same year—one for six 
months and another for another six 
months and so on

Then, if you kindly see sub-clauv« 
(4) (b) of clause 41, it says

'may, at the expense of that 
subsidiary bank, employ accoun
tants and other persons to assist 
him m investigating such ac
counts,”

Now, the auditors are appointed for a 
certain annual fee That fee is paid 
to them for auditing the accounts of 
the company, and that is inclusive of 
all expenses that they are likely to 
incur except the out of pocket ex
penses which they may incur for travel
ling etc Now, merely because you 
And such a provision m the State Bank 
of India Act, you have put it word 
by word, comma by comma, here What 
is the meaning of this7 There art 
more than 30,000 companies in thi- 
country and each company is audited 
by an auditor I do not think an> 
company has made the provision that 
at the expense of the company the 
auditors should appoint as many ac 
countants as the auditors want for this 
purpose

Mr. Chairman' May I just say some 
thing7 I do not know whether the 
hon Member was present during the 
general discussion when the Bill was 
being remitted to the Joint Commit
tee All these details which the hon 
Member is referring to would have 
been quite appropriate at that stage. 
Now it has come out oi the Joint 
Committee only the changes Quit have
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been made by the Select Committee, 
or not made by the Select Committee, 
should be referred to If we now 
have a detailed examination of each 
and every clause and even the pro
cedure, 1 think xt will take much 
longer time

Shrl Morarka: I do not propose to 
take much time As regards my being 
present, I was hoping that since the 
Bill was going to the Select Committee 
all those points would be ironed out 
But I cannot hide my disappointment 
when I see the Bill as it came out of 
the Select Committee I went through 
the Report and found that none of the 
details has attracted the attention of 
the Select Committee That is thi 
reason why I am taking your time in 
going through the details

I would appeal to the hon Mimstei 
that at least these auditors, director 
and such other persons should be made 
responsible to the shareholders, as 
long as there are shareholders other 
than the State Bank You cannot im 
pose the State Bank as a super-shaie 
holder Of course, it is a majority 
shareholder and so you have given it 
the right of more than what the 
majority can have You have given 
them the nght of nominating a di<- 
proportionately large number of direc
tors You have given to the 45 Jer 
cent shareholders the nght to elect 
only two directors and to the 55 per 
cent shareholders you have given the 
nght to nominate the remaining 7 or 
8 directors Be that as it may I havt 
no grievance about it But, still the 
shareholders must get copies of the 
balance-sheet The shareholders must 
know what is going on in the bank or 
company of which they are the shan 
holders There is a provision for 
holding a general meeting But no
body says what would be the notice

How many days' minimum notice 
would be given to the shareholders 
before a general meeting is convened 
or held? I mean to say that funda
mental things are left out No step or 
cam is taken to protect the interests

of the shareholders. It is as if they 
are made shareholders by sufferance, 
if you want to take the shares on 
these terms take them, we are not at 
all interested to give you That type 
of attitude is not proper

So, while I welcome very much the 
idea of creating subsidiary banks with 
a view to serve individual and local 
interests of those localities, I cannot 
refrain from remarking that the Bill 
suffers from noticeable lacunae and 
deserves the serious consideration of 
the hon Finance Minister to plug 
those loopholes as far as passible

An Hon Member: Create subsidiary
shareholders

Shri Nathwani (Sorath) Sir, smce I 
am invited by my hon friend, Shri 
Morarka, to say a few words on the 
constitutional aspect of olause 38, I 
will say that the provisions of clause 
38 offend article 31, sub-section 3 of 
the Constitution But before I do so, 
I would like to say a word about 
drafting Several lapses have been 
pointed out and I do feel that more 
attention should be paid to the draft
ing My hon fnends say that the 
Joint Committee has almost ignored 
this aspect But it is not so At least 
I find that one hon Member. Shri 
Suhiman Ghose, has wntten a note of 
dissent drawing pointed attention to 
the loose drafting I believe that 
elegancc is not the virtue only of 
tailors and cobblers, but also of legal 
drafting and we should be alert enough 
to bear this aspect m mind because as 
Shri .Ghose has pointed out it is the 
Parliament and, particularly, the 
lawyer Members of the Parliament 
who have sometimes to bear the brunt 
of this criticism outside this House

I say that the provisions of clause 
38 offend article Slwsub-aection 1  for 
the following reason If you look 
sub-clauses (2) and (S) of clause 38, 
you wiB find tbit it provide* for the 
acquisition of a banking institution 
Sub-elauaaa (2) «nd (*) gi*e P*wer
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to the Board of Directors of the tub 
sidiary bank concerned and the direc
torate or management of the banking 
iastttutlen to fix the terms and condi
tions relating to the acquisition and 
after the Central Government has 
accorded Its sanction they become 
binding. My hon friend referred to 
the sweeping powers that are given to 
these authorities, but my grievance 
is that they do not lay down the prin
ciples on which compensation is to bt 
paid for such acquisition. The terms 
and conditions will certainly provid* 
for the compensation but it is for the 
legislature Itself either to fix the 
amount of compensation or to lay 
down the principles governing the 
award of such compensation and 
neither of it is being done by sub
clauses 2 and 3 of clause 38 That h 
my grievance

Article 31, sub-section 2, provides 
that no property shall be compulsorily 
acquired unless the law provides for 
compensation for the property so 
acquired and either Axes the amount 
at compensation or specifies the prin
ciples on which, and the manner in 
which, the compensation is to be deter
mined and given In clause 38 there

is a subsequent sub-clause, sub-clause 
8, which provides for the manner of 
giving compensation, but the principles 
of compensation are nowhere laid 
17 hrs
down in sub-clauses 2 and 3

It merely delegates the power to 
certain authorities mentioned in 
clauses 2 and 3 Who is to determine 
the amount of compensation—the board 
of directors of the subsidiary company 
and the directors of the banking insti
tution’  And, of course, the Central 
Government is there But that is not 
the same thing as laying down the 
principles on which the compensation 
is to be paid

1 know that clause 36 is a reproduc
tion of section 35 of the State Bank 
Act There also similar provislbns are 
laid down But there is no reason 
why, if our attention is drawn to the 
provisions being unconstitutional, we 
should pass it in the way or in the 
manner it is worded This is all that 
I have to say
17.01 his.

The Lok Sabha then adjourned till 
Eleven of the Clock on Wednesday, 
August 12, 1959/Sravana 21, 1881
(Saka'i




