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waive it. They are a responsible gov-
ernment. We can trust them, certain-
ly. 

Madam, I am very happy that the 
BilI has received the approval of all 
sections of the House. 

Mr. Cbalrman: The question is: 

"That the Bill to validate the im-
position and collection of. cesses on 
sugarcane under certain Acts of 
Uttar Pradesh, be tsken into con-
sideration." 

The motion was adopted.. 

Mr. Chairman: I do not think there 
are any amendments to it. So I shall 
put all the clauses to the vote of the 
House together. 

The question is: 

"That clauses 1, 2, 3 and 4 the 
Enacting Fonnuls and the long 
Title stand part of the Bill." 

The motion was adopted. 

Clauses 1, 2, 3 and 4 the En4Cting 
Formula and the Long Title were add-
ed to the Bill. 

Dr. B. Gopala RedIl1: I move: 
"That the Bill be passed." 

Mr. Cbalrman: The question Is:. 
~at the Bill be passed." 

The motion WIU adopted.. 

IU! hi'll. 

BANKING COMPANIES (AMEND-
MENT) BILL 

TIle Mialster 01 Bev._e.... Chi! 
EQIeDd1tare (Dr. B. Oopala .... 1): 
Madam, I move: 

'"'Ibat the Bill further to amend 
the Bankiq Companies Act, 1", 
be taken into con.ideration." 

The House is aware that in Septem-
ber, 1960, the Banking Companiee 
(Second Amendment) Act was enact-
ed in order to facilitate the grant of 
expeditious relief to the depositors of 
banks in liquidation and the recons-
truction and amalgamation of banb, 
wherever such a reconstruction 
appears to be necessary or desirable, 
in the interests of the depositors or 
the general public. 

We have so far granted a morator-
ium under these new powers to twelve 
smaIl and medium-sized banks with 
deposit liabilities estimated at a little 
more than Rs. 10 crores. It has heeD 
necessary to freeze the assets of these 
institutions, pending the examination 
of proposals fOr the readjustment of 
their assets end liabilities, as a suit-
able atmosphere for a readjustment or 
an amalgamation cannot be created, if 
normal withdrawals at the option of 
the depositors ere also permitted. A. 
the total period for which a morator-
ium can be granted is limited to six 
months and as it is also desirable that 
the reconstruction and amalgamation 
should be completed earlier, if possi-
ble, we beve had to frame the rele-
vant scheme expeditiously and with a 
considerable sense of urgency, com-
pressing within a few weeks a praceu 
which normally takes several monthJ 
and sometimes even a few years. 

We have already sanctioned the 
8Chemes finally in the case of Prabbat 
Bank, the Indo-Commercial Bank and 
the Bank of Nagpur, after conlulting 
the transferor end tranlferee !naUtu-
tions, in accordance with the provi-
sions of the statute, and after takJ.na 
into consideration the other sugees-
tions which were made by the parti" 
or interestl concerned. It Ja neceaaary 
on practical consideration. to allow 
for the lapse of one full month after 
the IIUlctlonlne of the IChemes before 
the moratorium orders can be Ufted; 
and after allcnnn. for this time la£ 
We hope to be able to withdraw the 
moratorium orden In thNe three c ... 
some time duriq this month. 
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Copies of the schemes as sanctioned 
by the Government have already been 
placed On the Table of the House, in 
accordance with the provision of sub-
section (11) of section 45 of the Bank-
ing Companies Act, but for the infor-
mation of the House, I might perhaps 
capitulate briefly the salient features 
of the proposals for reconstruction. 

The first point that I would like to 
emphasise in this connection is that 
the schemes haVe been conceived 
mainly in the depositors' interests. 
There is no question therefore, of the 
depositors being put to any loss as a 
result of any reconstruction or amal-
gamation. On the other hand, the de-
positors are expected to beneflt in 
several ways. The transferee institu-
tion will credit their accounts imme-
diately upto the value of the assets 
which can be regarded as goor or rea-
lisable, thus providing a valuable ways 
and means facility. The depositors will 
not have to wait for the caUing up or 
the realisation of loans or advances, 
the constituents of the banks will not 
be inconvenienced by being called 
upon to repay the loans before the due 
dates and the normal business of the 
banks will not be affected to a greater 
extent than may be necessary. 

In the C'aSe of one scheme which hu 
already been sanctioned, namely, that 
for the amalgamation of the Bank of 
Nagpur with the Bank of Maharashtra, 
the transferee institution, I under-
stand, has expressed its willingness to 
pay the depositors in full, as soon as 
the D\()ratorium order is lilted. The 
position of the other banks which are 
bein, reconstituted is not unfortunate-
ly equally satisfactory. But the 
amounts due to the depositon which 
a~ not credited to their accounts im-
mediately will be payable in these 
cuee over a period of twelve years, as 
and when realisations are maele. 

16.15 hI"II. 

lMR. DEPURy-SPEAKR in the Chair] 

As we are making adequate provi-
sion in the schemes for preserving 
every right which the depositors might 
have had, and as the expenses of 
liquidation will be avoided, while the 
recurring losses of transferor institu-
tions will be either eliminated or mini-
mised, we are hoping that thc payment 
in instalments from out of the assets 
which are not treated as good or reali-
sable will 'also be substantial. Madam, 
thl' schemes which we have sanctioned 
so far .... <Interruption). I am sorry. 

Mr. Deputy-Speaker: It rioes not 
make any difference at all. 

Dr. B. Gopala Reddi: Sir, the 
schemes which we have sanctioned so 
far have been issued under the provi-
sions of the recent Ordinance which, 
as the House is aware, has amplified in 
certain directions the powers original-
ly conferred on the Central Govern-
ment by the amending Act of Septem-
ber, 1960. As the present Bill merely 
replaces the Ordinance, the House will 
expect me to say a few words about 
the need for supplementing or modi-
fying the amendments which were 
introduced into the principal Act only 
'8 few months ago. 

I would like to remind the House in 
this connection that the powers con-
ferred on the Central Governnl1mt by 
section 45 of the Banking Companies 
Act, 1949, as it was amended by the 
House about six months ago, were 
somewhat unusual. We did not want 
to seek, or to obtain, authority at that 
time to override the ordin1lrY rilhts of 
any institution or any penons except 
to the extent to which this might be 
absolutely necessary. We also felt that 
without elaborati.ne the provisions 01 
the new section 45 in much I1'88ter 
detail, it might be possible to achieve 
the objects which we had in view. 

On a closer examination of the im-
plications of the lChemes, .. they were 
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formulated soon after the amending 
legislation of September, 1960, how-
ever, it became clear that there ~re 
certain risks in implementing the 
schemes without amplifying the 
powers of the Central Government. 

This difficulty was particularly re-
levant in dealing with the staft' of the 
institutions which were proposed to be 
reconstructed. The schemes provide 
that all the workmen sta1! of the 
transferor banks will be retained in 
the service of the new institutions and 
that the existing terms and conditions 
of service appliceble to such staff will 
be continued for a period of three 
years, aftler which the transferee insti-
tutions are expected, and even com-
pelled, to grant the staft' in question 
the S3m(' terms as are admissible to 
their other employees. These provi-
sions were inserted in the schemes in 
the interests of the employees them-
selves; and we were advised that in 
the circumstances they could be re-
ganled as being extremely reasonable 
and fair and might be sustainable on 
that ground in the event of the 
schemes. or any portions then-of, being 
challenged. 

If Government were the only party 
roncerned with the schemes, it might 
have been possible to rely on the pro-
i~ions of the section as it originally 
stood and to defend the schemes, it it 
became necessary to do so. The tran.-
er~ banks. for understandable 
reasons, did not, however, desire to be 
saddled with the expenses and un-
certainties of any possible lltiptioa, 
fo])owing a demand for the grant of 
othEor or more liberal terms to the 
staff of the transferor banks who were 
being taken over. While the transferee 
institutions were prepared to atler 
employment to .11 the workmen with-
out exceptwn and to practically ai1 the 
non-workmen. in spite of thf" tact that 
~ losses, if any, of the branches at 
""hich they ~re takine over could not 
bt-immediately eliminated. it w .. 
pointed out that it would not be talr 
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to the depositors of either the trans-
feror or the transferee institution, if 
the additional cost of granting the 
higher emoluments straightway were 
also debit':>d to the assets of any of 
these banks. 

The House, I believe, will agree with 
me that in cases of this type a reason-
able transition period will have to be 
provided for. The employees of a bank 
are entitled to be paid from out of the 
bank's current income or profits, but 
not from out ot the capital assets at its 
disposal. These capital assets belong 
to the depositors; and we will not be 
justified in di~rting them for the pur-
pose of financing the higher cost of in-
creast'd scales of pay and amenities, 
merely because such increased scales 
may be held, on certain technical 
grounds, to be due to the emplo'yeM 
who are asking or agitating for them. 

We have agret:'d, on 8 review of 
the entire position, that the law should 
be so changed as to eliminate entirely 
any uncertainty regarding the legal 
validity of a solution, which haa been 
widely accepted and welcomed as the 
best and the most reasonable In the 
circumstances from the point of vieW' 
of the t'mploYf'e5, the depositors and 
the general public. The Ordinance, 
which we have issued and which we 
are now replacing, accordingly re-
moves the riskB, 1t any, in Implement-
Ing the relevant provisions, and the 
~mooth working of the schemes is 
now likely to be facilitated. 

We have taken advantaee of the 
oppoMunity provided by the amend-
ment of the provisions relating to the 
staff of the transferor banks to ampli-
fy !lection 45 in certain other direc-
tions. We are making it clear that the 
aSllets and liabilities will be automati-
cally vested in the new Institution. 
without any further forrnaliUes, and 
that the schemes wl11 be operatiVf", In 
spik! of anytbinr to the contrary whJcl1 
may be contained in any other law. 
Thl. wall implicit in the lan,uap 
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used in section 45 as it was originally 
enacted. But the banks concerned 
have suggested, and we have also 
agreed, that the position should be eX-
plicitly stated in the interests of avoid-
ing any litigation by aggrieved or 
interested parties. 

When the Bill was passed in Sept-
ember last year, we did not include 
the State Bank of India and its sub-
sidiaries within the provisions of the 
section, as the question of reconstruct-
ing or amalgamating these banks did 
not obviously arise, and as we 6laO 
thought that the provisions of section 
35 of the State Bank of India Act or 
section 38 of the State Bank of India 
(Subsidiary Banks) Act might be 
availed of, in a case in which it was 
considered necessary to transfer the 
assets of any other institution to a 
statutory banking corporation in the 
public sector. It has since been re-
presented to us that the procedure 
under the relevant sections of the sta-
tutes govering the State Banks is need-
lessly elaborate; and that while these 
provisions might be adequate and mtis-
factorY in a normal situation, or in a 
case in which the institution seeking 
the amalgamation is itself prepared to 
take the initiative, the simpler proce-
dure, according to which the consent 
of the Boord of Directors of the two 
institutions will not be necessary, 
should be available as an alternative 
or additional method, in relation to a 
bank which may have to be amalgam-
ated compulsorily with a State-aaso-
cia ted bank. We have decided. after 
careful consideration, to accept this 
suggestion, and the Bill, like the Ordi. 
nance which It replaces, gives effect to 
this modification. 

I would like to say a few words 
~ ore I ('onclude rea-rdin, the man-
ner in whil'h the powers already con· 
ferred on the Central Government, or 
the amplified powers now proposed to 
Be conferred have been or are propoeeci 
to be used. I referred at the belbminJ 

of this speech to the fact that morator-
ium orders have already been passed 
in relation to twelve banks. I am glad 
to say that on the whole, this has not 
had any particularly disturbing effect 
on the banking system. This has been 
partly due to the fact that certain 
essential payments have been permit-
ted even during the period of the 
moratorium, but the circumstances in 
which banks are being reconstructed 
or amalgamated are also well-knowR 
and widely appreciated, and the pub· 
lie are by now aware that there is no 
need to take an alarmist or pessimis· 
tic view of the future of commercial 
banking. 

Our approach to this entire ques-
tion has been practical and not dog-
matic. We propose to utilise the new 
powers not for the purpose of en-
forcing any preconceived idea or plan, 
but only to strengthen the banks in-
dividually and the banking system as 
a whole. With the experience which 
we have recently gained, we expect 
this operation to be as smooth in the 
future as it has been in the recent 
past. 

The weaker section of the banking 
system accounts only for about 3 to 4 
per cent of the deposits of all the 
commercial banks put together, but 
we have considered it necessary to 
ensure that the measure of safety 
which is now available to the deposit-
ors even in these comparatively 
weaker banks should be enhanced to 
the maximum extent possible. The 
object which we have in view U 
modest and not difflcult of achJeve-
ment; and after it has been attained, 
the commercial banks, which inciden-
tally have become much stronger and 
much more viable during the twelve 
years or so, since the Banking Com-
panies Act was brought into foree, 
will ~ able to serve the depositors 
and the public much more satisfacto-
rily than at any other time in their 
history. The prsent Bill is intended 
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to assist this process, and I commend 
it for the consideration of the House. 

Sir, I move. 

Mr. Deputy-Speaker: Motirn mov-
.d: 

"That the Bill further to amend 
the Banking Companies Act, 
1949, be taken into consideration." 

Sbri Prabhat Kar (Hooghly): Mr. 
Deputy-Speaker, I welcome this Bill. 
So far as the scheme provided in this 
Bill is concerned, this was the stand 
taken by the employees, and for the 
last five or six years we on behalf of 
the All-India Bank Employees Asso-
ciation have been requesting the 
Government to take these powers, sO 
that the weaker units in the bankin, 
industry could be properly stabilised. 
At that time the Government felt 
that the power entrusted with the 
Reserve Bank was sufficient to help 
amalgamation and theretore it was 
not necessary to give more powers to 
the Reserve Bank. But it was sub-
sequently found that the Reserve 
Bank was teeling helpless in the sense 
that no single institution was desir-
ous of amalgamation itself with a 
view to str~en the banking indus-
try and the banking system. There-
fore, in September 1960 the Govern-
ment brought the amend! "'lent to the 
Banking Companies Act, kid at tnat 
time entrusted power to the Reserve 
Bank with a view to somewhat torce 
amalgamation in public interest, in 
the interests ot the depositors and in 
the interests ot the banking system. 

But cven then it was tound that 
the power that was given at that 
time was not sufticient, because al-
though the Reserve Bank could pre-
pare schemes for reconstruction, there 
were ditBculties in enforcing them. 
And that is why subsequently an or-
dinance was promulgated, and in re-
placement of the ordinance a Bill bal 
now been brought in. 

I weleome the Ordinance itself, be-
cause it was necessary. Before the 

Ordinance was promulgated, roughly 
ten to twelve banks were already 
granted moratorium under the Act. 
But the schemes to reconstruct these 
banks could not be finalised, and as a 
result thereof, although the first time-
limit was granted, three months, in 
many cases this time-limit was ex-
tended to six months. 

It was therefore essential that, in 
order to finalise the scheme and en-
force it, something should be done, 
and as Parliament was not sitting the 
Ordinance was promulgated. I there-
fore welcome that Ordinance, because 
it has eased the situation to a certain 
extent. 

As I say, I welcome the scheme as 
it is. But I want to draw the atten-
tion of the hon. Minister to cerl.ain 
details. So tar as the period ot mo-
ratorium is concerned, the maximum 
period that can be granted now is six 
months. It can be given tor tbree 
months. and then extended to another 
three months. My 8uggestion about this 
is that so far as the three months period 
is concerned it is quite all right lor 
banks in a region where there I1'C a 
number of banks tunctioning. It the 
small banks are granted a moratorium 
to the extent of three months, the 
banking public will not be put to 
diftlculties therc; for three months 
they will be able to get the bencfit 
of the banking system through other 
banks. But in places where the par-
ticular bank is the only bank fUflC-
tioning, it a moratorium is declared 
by that bank, the business people, the 
depositors and the public there will 
be completely deprived ot all bllllk-
ing facilities, as has happened in the 
State ot Kerala. In the State of 
Kerala four or ftve banks are already 
under moratorium. Out of this num-
ber tour banks were opcratine in 
dUferent region. where there are no 
other banking companiea functioning. 
A. a result of the declaration ot t"e 
moratorium of these banJu, the pub-
lic there, the small people, Industrial-
iIIts or aFfculturists or even, I am 
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told, contractors who have been do-
ing government work, are deprived 
of the banking facilities. As a result 
of that, they could not perform the 
normal functions which they zhould 
have done if these branches had been 
working there. 

At the same time, I would also 
draw his attention to this that the 
period three months, which has been 
extended to six months, is causing 
hardship to the public, Government 
and co-operative societies. Under the 
Co-operative Societies Act. some 
amount of the co-operative societies 
has to be deposited with a Scheduled 
Bank. The co-operative societie6 have 
already deposited certain amounts 
with these banks. These banks being 
under moratorium, the co-operative 
~ocieties are also being deprived of 
th(' facilities which they were enjoy-
ing. It is not that I am suggesting 
that the moratorium should be imme-
diately removed. Not that I am sug-
gesting that the scheme of amalgama-
tion should not be proceeded 'Wilh. 
My suggestion in respect of these 
banks is that th(> period of morato-
rium should be as short as possible. 
1 would put it this way. Before 
granting moratorium, the Govern-
ment should, if not completely, al-
most finalise the scheme so that, a.fter 
the scheme is finalised and moratorium 
granted, the period of moratorium 
may be the minimum, and dwinl 
that period, the reconstruction schpme 
is finally implemented. Otherwise, 
thprp i~ hardship caused in the cue 
of small banks. You are aware that 
in the State of Kerala, there are more 
number of banks and their branches 
than perhaps the number of barber 
shops in Delhi. There are roughly 
about 200 banks and each and every 
bank hall bE'tween 50 branches and 10 
branchE'S Rnd they arE' working and 
operating in plRces wherp even no 
barber shops are WOrking. It is for 
these banks that thesp amal.amation 
schemes will work Rs it has done. 

Already, four banks have been grant-
ed moratorium with a view to amal-
gamating themselves so that they can 
become stronger units. In their case, 
if the same time limit is consideT'ed 
as in the case of big banks operating 
in a big area, people will find it diftl-
cult. Whether good, bad or indifter-
ent, these people were getting some 
sort of banking facility. It is true that 
it is not proper banking. That is a 
different thing. They were gettin. 
C'ertain facilities. If you declare a 
moratorium and continue the period 
for six months, naturally, depositors, 
share-ohlders the banking public in-
cluding the Government are in diftl-
culties. I do not know whether the 
han Minister is aware--he must be-
the~e has been an agitation. They have 
already started a campaign of agita-
tion. Save-Kerala-Agitation. The 
Reserve Bank, without understanding 
the problem and the economy of the 
State of Kerala, is creating complica-
tions bv which the banking system and 
the whole economy of Kerala will be 
in jeopardy. The Save-Kerala-agita-
tion has been started by all the politi-
cal parties, including the ruling party. 
There has been a meeting of the 
Cabinet and representation has been 
made to the Government that there 
must be something done to the State 
of Kerala. I want the han. Minister 
to consider this aspect. It may be 
that it is not with the intention of 
crushing the economy of the State of 
Kerala that the Finance Minilltry 11 
trying to create a good atmosphere in 
the Statl' of Kerala so that the bank-
ing system there is strengthened. But, 
unless it is properly understood by 
the people there and unless it gets 
the sympathy and co-operation of the 
depositors there, it will create 8 
different atmosphere and it will 
antagonise the whole banking public 
against the Reserve Bank. That 
would not be helpful. That is why I 
am suggesting that in the case of these 
banks. the period of moratorium 
should be as short as possible. I 
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would request that before moratorium 
is granted, the scheme should be 
finalised so that, once the moratorium 
is granted, the scheme is completely 
finalised and all the formalities are 
over and immediately the bank will 
start working. 

Another thing that r would sug-
gest to the Finance Ministry is this. 
The Finance Ministry is aware that 
there are a number of banks which 
are not functioning well in the sense 
that there Rre various lapses on their 
part, some due to partition, some due 
to bad management or mismanage-
ment. These are the banks which 
require a complete study, so that 
amalgamation and merger with bigger 
units may be completed and the 
interests of the depositers could be 
saft'gual'ded. As a result of the 
moratorium, yOu will appreciate that 
there are certain repercussions on 
weaker units. People do not know 
what is the' meaning, what is the pur-
pose of this type of moratorium. 
People feel that once moratorium is 
granted. it means that the bank will 
go into liquidation. Once moratorium 
is granted. there is repercussion on 
the other weaker units of the bank-
ing system. The banking system 
receives a jolt. I would, therefore, 
suggest that this whole procedure 
about amalgamation and merger ot 
the bank should be completed with-
in the shortest possible time and a 
thorough enquiry be made by the 
R· 'serve Bank of India about the 
assets and liabilities of the bank 110 
that the interests of the depositors 
may h:· safeguarded and there may 
not b(' any trouble with closure of the 
bank as it happened in the caSe of 
the Palai Central Bank. 

16.3'7 br.t. 

rMR. SPEAltEII in the Chair] 

If these schemes, perhaps. had been 
comidel'1'd earlier. banks like the Luk-
mi Bank or the Palai Central Bank 
could haVe been saved. When I say 
Ihat they could have been saved, I do 
not mean to say that the intE'!'eSts of 

20S9( Ai) LS-1O 
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the Board of directors could have been 
~at ed. What I mean to say is, the 
In erests of the depositors who ha 
if . ve 
su ere~ l~ensely, who will be the 
losers m thIS failure, could be safe-
g~a~ded, ~  the steps that the Finance 
MInister IS now proposing had be 
t k .. en 
~ en eraller as we were at that 
tIme requesting that some forcible 
amalgamation of the weaker units. 
Any way that has not been done, and 
as a result, the depositors of the Palai 
Central Bank along with the em-
ployees have suffered. The same 
thing happened in the case of the 
Luxmi Bank. What r suggest is, let 
then' not be a repetition of the Palai 
Central Bank and Luxmi Bank. I 
do not want to name any bank in 
Parliament to CRuse some harm to 
th~se banks. What I Rm suggesting is 
UllS. The Reserve Bank is com-
pletely aware of those banks which 
are not of a regional type, but which 
are of an all-Indio type, but whose 
functioning is sO defectiVe that one 
day or the other, they may cause a 
great harm not only to the banking 
industry, but to the country's economy. 
Therefore, before such a calamity 
takes place as in the case of the Palai 
Centrlll Bank, the Reserve Bank, after 
a thorough examination should take 
steps and that would be' quite in tune 
with the policy that has been accept-
ed under this Bill. 

Coming to the question of the 
schemes. I would like to lIuggest 
another thing. ThE'se four banks wlll 
be mergl'd and amalgamated. There 
are quite a largl' number at banks 
which have been functioning 1n 
different regions. In those regions 
they were important banks Take o~ 
instance, the Bank of Nagpur about 
whirh just now it haR been It.ted 
that it hilS been lnalil~d and It is 
being merged with the Bank ot Maha-
ra!lhtra. The Bank of Nagpur and the 
Bank of Mahar8llhtra will begin to 
function after merger. What I would 
lik(' to !!ugg~t h that th(' Finance 
Mini~try should 1If!t' that thellf' bran-
ches rf'gion-wisf' Rre continued 110 that 
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these are not closed. That is because 
the main purpose now, as the 
Finance Minister will agree, is to see 
t~at the public in ever locality .is 
gIven some banking facility. 

So far as OUr banking system is 
concerned, it is centralised in the big 
cities. The small banks had their 
branches in smaller places. Once you 
amalgamate them with bigger banks, 
and the bigger banks decide to close 
those branches, the purpose of the 
amalgamation will be defeated. 
Therefore, the branches of the trans-
feror and transferee banks should 
continue, so that the people in the 
region continue to get the banking 
facility, a better banking facility, in 
fact, as a result of the amalgamation, 
as the unit will be solvent and there 
will be no difficulty for the deposi-
tors or the banking public. I would' 
like the Minister to see that this is 
donC'. I have mentioned the instance 
of Kerala where the public feel that 
this is against the interests of the 
State as such. So, I request the 
Finance Minister to see that the 
branches are kept alive, and that, in 
preparing the scheme, region-wise 
banking facilities are not completely 
crushed. 

So far as the employees' interests 
are concerned, We made represen-
tations earlier to the Reserve Bank, 
and I am glad to say that the parti-
cular clause in the Bill generally 
agrC'es with our demand. OnlY two 
points I have to make in this ('~nnec
Uon. 

It is said here that the banking 
company taking over shall, within 
three years, pay the new employees 
thE' same remuneration as its own 
employees. That means it can be 
before three years. but not later than 
three years. I would suggest that th18 
should be done within the shortest 
possible time. It is not my suggestion 
that it should be done immediately. 
I quite agree th:lt the bank that is 
taking over will not agree irnmediate-

ly to take full Lability of the increased 
wages, but we have to consider that 
at this moment the wage question of 
the bank Norkers is pending before 
the National Tribunal. If these em-
ployees had been parties to the dis-
pute before the National Tribunal, 
they would get some increaSe in em-
oluments as a result of the Tribunal's 
Aaward, but as a result of the amalga-
mation. for about three years they 
will not get any increase that might 
be awarded by the National Tribunal 
to I'mployees of their own cjass. 

Take for instance, the Indo-Com-
mercial Bank which is being merged 
with the Punjab National Bank. It 
is a class C-2 bank. They might not 
have got the benefit available to A 
class bank employees, but they would 
have got the benefit available to em-
ployc('s of C-2 banks. But as a result 
of this merge, they will not get even 
that benefit, they will continue in the 
present scale for another three years. 
So, I suggest that if it is possible, 
the period of three years should be 
reduced as much as possible. 

Alterr,dtively, I suggest that these 
employees be paid what they would 
be entitled to according to the Award 
to be made by the National Tribunal 
in their own class. That means that 
thC' Indo-Commercial Bank employees 
get the benefit of the Indo-Commercial 
Bank Award, and not that of the Pun-
jab National Bank award, and like-
wise, the Bank of Nagpur employees 
will get the benefit of the Bank of 
Nagpur Award and not that of the 
Bank of Maharashtra. Let them at 
least get that benefit. Let them not 
be deprived of the benefit which they 
would have got if the merger had 
not take place. That is the only sug-
gestion that I would like to make in 
thi~ connection. After discussion with 
the Reserve Bank authorities on this 
matter, we have said that we have 
welcomed this. because we are in-
terested in seing that the banking in-
dustry becomes solvent and allO 
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stronger. That is why we have 
agreed even to the suggestion that 
the present thing can continue. But, 
as we have suggested, instead of three 
years, let it be one year; in the alter-
native, let it be three years only in 
the scale which would be applicable 
to the employees belonging to the 
particular class of the respective 
banks. I think that at least will not 
be unreasonable, and I hope this will 
be agreed to. 

Another suggestion that I would 
like to make is in regard to the de-
positors' interests. I am glad to learn 
that the depositors of thp Bank of 
Nagpur will be paid in full On the 
very day of the change-over. I am 
glad that the necessary steps have 
been taken by the Bank of Mahara-
shira. I wish that in ordf'r to create 
confidencp in the minds ot thp de-
positors, the other banks also will do 
like wise; of course, aftC'r assessina 
th£' assets and liabilities. they may do 
it, but I would like to point out that 
if aftl'r the moratorium and after 
the amalgamation, the dcpositors are 
not paid in full after all this assess-
ment, then there will be a tendency 
on the part of the depositors of the 
small banks to withdraw their money, 
because in spite of the best efforts on 
the part of the Government to help 
the depositors with full payment, as 
has been done in the case of the Nag-
pur Bank, the depositors of the banks 
which are under moratorium will not 
know what their future will be, and, 
therefore, they may start withdraw-
ing their money. I am ilad that tuIl 
payment is being made in the case of 
the Bank of Nagpur depositors, and 
perhaps, the same thing may happen 
in the case of the Indo-Commercial 
Bank and New Citizen Bank deposi-
tors, though I know that it will not 
be so; but that i~ a different thing 
altogether. 

I have seen in the papers that the 
bankers are meeting here in DeIhl 
somewhere about the 11th or the 12th 
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of this month to consider the deposit 
insurance scheme. I know also that 
the small banks are interested in it, 
and they want this deposit insurance 
scheme, but it is their big brothers 
who are against it, because, today, 
:n the fight for the delJo'lts. the big 
brothers are at an advantagt'ous posi-
tion, and their directors have earned 
a better name, and, therefore, they 
are in a better position to compete 
and draw more deposits, and conse-
quently, they are not interested in 
the deposit insurance scheme; but 
the small banks are quite agreeable, 
I do not know what wiII transpire at 
the meeting, and I would like the 
hon. Minister to consider this namely 
that this deposit insurance scheme is 
very important if We want that the 
small banks should continue, and it 
we feel that they are necessary, be-
cause, at this moment, immediately, 
nationalisation of the banking indus-
try is not taking place From what I 
can see today of the various steps 
that are being taken, I am quite sure 
that nationalisation will come, no 
doubt, in a few yC'ars. There ill a 
change in the tone of the Finance Mi-
nistry also on this aspect, but that 
apart, my point here ill that these 
small banks should function, because 
they cater to the needs of the small 
businessmen and the small industrial-
ists. It is very difftcult far these 
small Industriali!lts and small busi-
nessmen to iet any advantage from 
the bigger banks; it Is true that the 
rate of interest chorllpd by the bll-
ger banks Is, no doubt, smaIl but 
the re!!1:rictions imp()!;('d by them on 
thP.!!£' people makes it lIO dlmcult for 
these small people to get any loans. 
That is why I fpel that the small 
an ~ should contlnuf', and if they 
are to continue, then it is vl'ry im-
portant that the dl'posit inlurance 
scheme ill implemented. Otherwise, 
the small bankll will go out of exist-
ence, and the bigger banks alone will 
remain and they would not be able 
to serve the lnteTest. of the mt.1I 
buaineSlmen. the small tndustrlalitltl 
and the small middle-"Ias. people. 
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[Shri Prabhat Karl 
That is why in the interest of small 
depositors, the deposit insurance 
scheme should be accepted and imple-
mented. I hope that with that scheme 
the banking industry can be stabilis-
ed. 

With these words, while agreeing 
completely with the objects of the 
Bill, I hOPe the Finance Minister will 
accept certain Buggestions in regard 
to details which I have made with a 
view to improve the working of the 
banks. 

Mr. Speaker: There is no one else 
to speak. The hon. Minister. 

Shri Prabhat Kar: There was no 
one elSl' to speak, when I rose to 
speak. 

Mr. Speaker: He will continue 
then! 

Dr. 8. Gopala Reddl: The other day 
the hon. Member wanted three hours 
insh'ad of two hours for this Bill and 
then you in your generosity said that 
if need be, you yould give another 
hour. Now we see that only the hon. 
Member is interested in the Bill and 
not others. 

Mr. Speaker: The hon. Minister 
need not provoke them. Some Mem-
bel' may come and say, 'Yes, I want 
to sJ)f'ak'. 

Dr. B. Gopala Reddl: Even if they 
are provoked, now I am on my legs. 
They cannot speak at this stage. 

Mr. Speaker: All that was said was 
that such an innocuous and inoften-
siv(' Bill would not tak(' much time. 

Dr. B. Gopala Reddl: Even the two 
hours allottrd are perhaps too much. 

Mr. Speaker: Yes. 

Dr. B. Gopals Reddl: Anyway. I 
am really happy that the only Mem-
ber who has SPOkf'n on thi~ Bill wel-
come!: Ihe main provilrion4 of the Bill 

It is good so far as it goes. He made 
certain suggestions which will cer-
tainly be considered with great sym-
pathy to see how far we could accept 
them. 

After all, he admits that there are 
admini3trative difficulties with regard 
to moratorium also. But he feels that 
the moratorium should be of as short 
a p~riod as possible. Certainly. it is 
not in our interest to keep the whole 
thing in an uncertain atmosphere for 
any length of time which is not ne-
cessary. But there are certain diffi-
culties. We have to get the other 
banks to agree. Then the reconstruc-
tion s.ch.!me has also 10 be put into 
op€ration, the opinions of all concern-
ed part it,S ll:tv(' to be taken and things 
likLo that. W (' shall certainly try to 
s('(' that the moratorium is of a; short 
a period as possible. But the hon. 
Member must rf,alise that the"e are 
certain administrative difficulties and 
it is no use hustling or hurrying them 
unneces;oari Iy. 

Then the R('scrve Bank must also 
undertake a survey of the defective 
banks. They know which are the 
banks which are defective. Steps 
should be taken to stabilise them also. 
I am SlUre the Reserve Bank is cer-
tainly putting all the pressure neces-
sary to improve their system of 
management. their finances and so on. 
I am sure the Reserve Bank i; alive 
to its respons:bilities in that direction. 
If it thinks that a bank is beyond re-
pair, then only the situation arises 
when it has to declare a moratorium 
or think in terms of merger with a 
bigger bank. I am ,ure the Reserve 
Bank is certainly looking into all these 
upects and very soon I hope the 
survey of the Reserve Bank will yield 
very good results and the defective 
banks al~ ","iI\ b(' rectified to a large 
extent. But even here, it cannot be 
don£' overnight. Even in the case· ot 
Bank. the Re>erve Bank was giving it 
admonitions from timp to time. But 
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it could not rectify it in the course of 
a few years; it took a lonier perJod. 
Anyway, the Reserve Bank will cer-
tainly see that these defective banks 
also are put on their feet proprly. 

The hon. Member wants all the 
branches of the merged banks to be 
retained as far as po~i le so that the 
ltanking facilities available to the vil-
lages just now on the rural side 
would continue to be available. While 
it is a good suggestion-as far as pos-
sible, we will certainly see that the 
branches are conI in ued-in some 
cases, a particular branch may perhaps 
become redundant. Suppose the Punjab 
National Bank has its own branches 
and the Indo-Commercial Bank also 
has its own branche.; in some places, 
it cannot be sRid that all the branches 
should be retained even when there 
is duplication. 

Even jf then' is duplication jf really 
the society is being served an{i if it 
is in the best interest,. of the banking 
system and if it is profitable also that 
branch will be continupd. But, if it 
is gomg mto loss hopelessly then, 
perhaps, they may have to think in 
tenn~ of closing that branch. Even 
otherwise, we are trying to see that 
the staff is retained as far as possible. 
The question of retrenchment also 
does not arise. We are trying to see 
that the entire staff is retained by the 
taking-over bank. 

The hon. Member wanls that the 
benefit of award also should be avail-
able. We do not know what is the 
award is going to be. This bank be-
ing in distress has already gone under; 
it is a di '·'\SCdbank and. is on ib 
death-bed 11'> it were. The hon. Mem-
ber wants i I to function as though it 
is not on its deatlb-bed and it can walk 
a furlong or two. This is a question 
which has to be considered Vf!rY care-
fully. When we put 10 many condi-
tions the bigger bank may al'lO hesI-
tate to come forward. After all, we 
have to etlCOUf1l4re the bigger banks to 
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come forward and take over the 
diseased banks. 

Shri Narasimbaa (Krishnagiri): It 
wiII be at the expense of its deposi-
tors. 

Dr. B. Gopala Reddi: The Reserve 
Bank has aI.,o got to see that the bank 
that is coming forward has got the ne-
cessary strength to take over the liabi-
lities of this bank in distress. Too 
many conditions and re9trictions 
should not be .imposed so that they 
may not act as deterrants. In the in-
terests of the dt'posilors of the bigger 
banks also we have to see that we do 
not put unnecessary burdens on them. 
So, We cannol straightaway say that 
the benefit or the award to be given 
hen'after will also be borne by the 
laking-over bank-in the category of 
;he transferor bank. 

Th('s(' are suggestions which the 
hon. Member has made; and we will 
certainly consider them and see what 
could be done. I am happy that the 
Bill ha5 receivoo the approval of the 
hon. Member who is takinl[ keen in-
terest In banking mattcr~. 

Shrl Narasimhan: When are these 
banks expected to operate normally 
after being amalgamateci-t mean 
banks like the Indo-Commercial 
Bank? 

Dr. B. Gopala BedcU: A. soon u 
they are taken over. With regard to 
the Nagpur Bank and the Maharashtra 
Bank the thing hu ~ notified al-
ready and we are givinc them a 
month's notice so that the preliminary 
procesSC!l might be comnl.,ted. It u 
not so possible in every case as in the 
CUe ot the NalPur Bank. to say 
whether they will be ablp. to Day 
straightaway 16 aJUlas in the rupee. It 
all depends upon the aueta of the 
bank. The Nagpur Bank may be in a 
very good position; but we cannot IllY 
that with regard to oIIler banks. 
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Sbri Naraslmban: Will it be done 
at ·least in larger instalments? 

Dr. B. Gopala Reddi: other pay-
menl~ will also be made as soon as 
possible, say up to 10 annas or 14 
annas in some cases. The rest of it 
will be realised and the instalments 
paid. 

Mr. Speaker: The question is: 

"That the Bill further to amend 
the Banking Companies Ac,t, 1949, 
be taken into (;.Jns.JcraLolI." 

The motion was adopted 

Mr. Speaker: There are no amend-
ments to clauses. I will. therefore, 
put all the clauses together. 

The question is: 

"That clauses 2 to 6, clause 1, 
the Enacting Formula and the 
Long Title stand part of the Bill." 

The motion was adopted. 

Clauses 2 to 6, CLulLse 1, the Enacting 
Formula and the Long Title were 

added to the Bill 

Dr. B. Gopala Rood!: Sir, I move: 

"That the Bill be passed." 

Mr. Speaker: Motion moved: 

"That the Bill be passed." 

17 hn. 

Shri Prabhat Kar (Hooghly): Sir, 
these four banks in Kerala which have 
bt>en granted a moratorium will be 
amalgamated into a new bank. I have 
a suggestion to make that ,the top men 
of the banks. I do not want to say 
managers but rather the top men who 
were respon.;ible for these activities 
which led these banks 10 oome to this 
!lta,e should not be made the top men 
in the new bank. These banks are be-
Ing amalgamated in the interest of 
the depositors and the public. The 
means that it is the Government's 
opinion that the functioning of the 

present banks is not in the interest of 
the public and of the depositors; there 
is some snag .in their functioning. I 
do not want to go deeply into the mat-
ter. So, it will be in <the interest of 
the depositor~ and the public and also 
of the banking system if none of the 
top men connected with these banks 
are again at the top in the new bank, 
in control of its affairs. 

Dr. B. Gopala Reddi: But a person 
in the top may nat be reSponsible for 
the mismanagement. He might have 
come three years a,o but the mis-
management might have started ten 
years ago. 

Shrl S. M. Banerjee (Kanpur): He 
was a party then. 

Shri Prabhat ltar: The moratorium 
would not be granted i! pUiblic in-
terest was not in jeopardy. You amal-
gamate these banks with a view to 
bring about a sounder and stronger 
unit and those top people who Were in 
the old banks and who were re::lpon-
sible for malaftde act.s-I am not say-
ing all of them acted with malaftde 
intentions; t am not attributin·g any 
motive--and also mismanagemen t 
should not again be given the power 
to control the bank which you are 
setting up. Government should put 
new pel'SOns in the top of this bank 
so that it can function properly with 
the sole aim of improving this system. 

There is politics not only among the 
political parties but in the running of 
an institution also. If there are four 
different managements, there are four 
different type of politics. If you 
amalgamate these four banks and put 
one of these persons lilt the top, it will 
create complications. For these two 
reason!!, t suggest that tile Government 
should see that none of the top men of 
these institutions be glven the power 
to control the one ama1pmated bank 
whlcb would emerge as a result of 
thb amalpmatlon. 
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Shrl Narasimhan: I hope that this 
Bill, when it becomes the law, will ex-
peditiously be utilised to see that 
action is taken quickly and I hope that 
11 will not be treated as merely a mat-
terbetween these merging banks but 
is a matter which is vitally affecting 
the welfare of the depositor~. They 
should get their money back in as 
larger instalments and as qu'ckly as 
possible. 

Dr. B. Gopala Reddl: The entire 
amending legislation is undertaken to 
safeguard the interest.; of the deposi-
tors. So, there is no question of de-
laying tile measure. We shall cer-
tainly see that expeditious .steps are 
taken to safeguard the interest.i of the 
depositors in full. 

With regard to the suggestion of Shri 
Prabhat Kar, we certainly agree with 
him in this respect, namely, wherever 
they ,~a l' been responsible for the 
mismanagement, those people should 
not again be put at the helm of affairs, 
But sometimes, they may not have 
been directly responsible, and some-
times we want to utilise the experience 
of those people in realising the 
amounts that are dUe to the banks. 
Suppo . .;e We discard all of them, then 
we may not have any-body who is in 
the know of things and who may be 
in a position 1.0 help us in recovering 
the amount that is due. 

Sbrl Prabhat Kar: Not discard. I 
only suggest!"<i that such people should 
not be given any controlllng power. I 
did not say that they should all be 
discarded. 

Mr. Speaker: If those people, with-
out the aid of the Reserve Bank, had 
recourse to registration by themselves 
and have a moratorium, then, what is 
the meaning of entrusting the work to 
the same penons? 'nlat is what the 
hon. Membet- says. 

Dr. B. GopaIa Bed41: We should 
not allow them to mismana,e ap;n. 
We entirely a,ree with the hon. Mem-
ber. But in some cases we will have 
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to utilise their services in a subordi-
nate position-not give them the clln-
trollin'g powe;'-but put them on the 
directorate so that their experience of 
the past events could be made avail-
able to u; in the realisation of the 
assets. Therefore, We a·gree with that 
suggestion generally, but we will have 
to see from the administrative angle 
also. 

Mr. Speaker: The Question is: 

"That the Bill be passed". 

The motion was adopted 

Mr. Speaker: I would like to make 
one observation. Hon. Member.; rWlh 
to speak on easy matters like health, 
education, etc. Every man can spoak 
on such subje<.1.s. But 1 would urle 
upon hon. Members to take interest 
in vital subjects such as banking. Of 
coursl', the Bill was simple and good. 
But even on such Bills, a number of 
suggestions could be made. On the 
other hand, there is a rush of speakers 
always for some easy-going subjects 
like education, health, etc. On such 
subj<."Cts, from the nursery school on-
wards right up to the college, anybody 
can talk. In fact, they do have de-
bates. But in this case, (·xcept ome 
hon. Members from the OppOllltion 
non else spoke. I am not casting any 
aspersion, but! want to exprestl my 
own difflcuMy. There is too much of 
rush on simpler Bubjects, and lOme 
Members say sometimes, "You have no 
eyes, but you have no ears also"f As 
far as possible, I am ~ lng opportunl-
tips to all Members. Now, there is 
ample opportunity. and We can &.it till 
6 O'clock. But nobody takes advant-
age of it. rr shall note down the 
namps olhon. Members who are 
absent. (lntrrupti(»u) . 

Shri D. C. Sbarma (Gurdupur): 
Please mark us, w1lO are here, present. 

Mr. Speaker: That means the .. me 
thing. ThOile that are present will 
exclude thOSe tbat are absent! '. 




