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Commission and Working of
Nationalised Banks (Dis.)
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“If a pefson wants to take a loan
of say Rs. 5000 for purchasing a
diegel emgine set for his farm, it
might take 6 to 8 months; and
there is a whole chain of officers
and personnel who have to be
satisfled; and the number of forms
and performance to be filled up is
really amazing.”
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‘Of the total advances given to the
agricultural sector upto September,
1973, 42 per cent had been given to
thrg: States—Tamil Naduy Andhra
Pradesh and Maharashtra. Similarly,
i the small-scdle industries sector,
35 per cent of the credit has gone to
Tamil Nadu and Maharashtra,
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Development of backward regions—
how will this object be fuilfilled.
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“The Committee also note that
while the progress, made by public
sector banks after nationalisation
in areas like deposit mobulisation
and branch expansion, has been
somewhat satisfactory, in other
important and vital areas like lend-
4ng to weaker or priority sectors,
particularly agriculture; removal
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of regiona] disparities in banking
development of backward areas,
provision of improved service to
the public—which were the main
objectives of nationalisation, the
progress has been slow and has
rather fallen much short of requre-
ments and public expecfation.”
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SHRI C. K CHANDRAPPAN
(Tellicherry): It is now 5 years
since banks were nationalised in the
country. This is an appropriate
occasion for us to review and asscss
the functioning of these nationalised
banks. When the fourteen major
Banks were nationalised the Prime
Minister spelt out the aims of natio-
nalisation. She suggested a reorien-
tation of credit to fulfill social
objectives, carrying banking to com-
mon man, providing institutional
credit to small and hitherto neglected
sectors both in agriculture and in-
dustry and helping priority sector to
grow.

17.18 hrs.

[SERz VaAsanNT SATHE in the Chairl
These were the objectives which were
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outlined at the time of nationalisa-
tion of banks. Five years have
passed. During this period the natio-
nalised banks have no doubt done
something whith is creditable, For
example in the matter of expansion
of branches there have been branch
expansion in the rural sidg in the
country as & whole. From 8321 in
the year 1959, now it has come to
60,503 branches. Deposit mobilisation
has come from Rs. 4,669 crores then
to Rs. 8962 crores now. Banking
operation in rural gide has increased
by 50 per cent, Commendable per-
formance was there in certain other
gectors too. This is one side of the
picture the biight side of the picture
regarding the work o the natipnahz-
ed banks. When we take all these
aspects into consideration we have to
take vital aspects of the functioning
of nationalised banks. Wg¢ were told
in 1860 that banks weré nationalised
to de-link economic institutions from
he grip of monopoly houses.

To-day it is with all justification
that we can ask you a question ag to
how far we have succeeded? On 6th
August, this year, our hon. Finance
Minister, Shri Chavan, said while
answering, a question, that five busi-
ness houses in thel country, namely,
Tatas, Birals, Martin Burn, Mafatlal
and Bangur-—-these five big business
houses—have amassed an amount of
money by way of credits. Rs. 18,610
is the total amount of money in lakhs
ithey have amassed. "But, the same)
companies, in 1969, had only Rs. 15,725
lakhs, It has now gone up, and to-
day these big business houses in our
country are gefting a little more than
75 per cent of the credits which had
been given to the organised industrial
sector. This is not a very commend-
able situation. This shows that one
of the major objectives of delinking
of the industry and of the monopoly
houses from the financial institutions
oould not be achieved successfully by
the nationalised banks.
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Another interesting thing is this.
You may look info that. On 10th
May, 1974, the accumulated amount
of credits given to the private indus-
tries in our country comes to
Rs. 9,379 crores whereas the interest-
ing aspect of credits that Govern-
ment have taken from the banks
comes only to Rs 9,018 crores—
nearly 300 crores of rupees worth of
credit have been given to the private
industry.

MR. CHAIRMAN: Mr. Chandrap-~
pan, earlier you gave some figure.
Will you kindly check up whether it
is Rs. 15000 crores, 18,000 crores or
Rs. 1,500 crores?

SHRI C. K. CHANDRAPPAN: This
was an answer given in reply to a
question on 6th August, 1974 by Shri
Chavan. It may not be taken as an
argument. The answer has been
given by him in the House. The
point here is that we did hot succeed
in delinking the bank from the
monopoly houses. That Is the point
1 want to make. Another objectivel
which wag stated at that time
was to help the weaker sections and
the undeveloped areas. I do mot
want to go into the problems of the
undeveloped areas as my friend, Shri
Chatterjee, has already dealt with
it. I would, however, Iike to bring
to your notice as to what is happen-
ing to the weaker sections. They
are badly neglected. They are as
badly neglected as bcfore. Though
I cannot use the word ‘worse’ T use
the words ‘as badly as it was before’.
Shri Naik is not here. Otherwise he
would have fought with me when I
say all these things. A statement
made by the Directorate of Land
Development said that in the matter
of returning loans promptly the
share-croppers and much better than
even the jotdars, They set an ex-
ample. For example, 75 per cent of
the share-croppers in West Bengal
returned the loan in time. They did
not use the loans for any other
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purpose. They used the money for
increasing their production of paddy
by 77 per cent, This loan was given
for agricultural purposes. The State
says that it is extremely difficult for
the share-cropper to get loans because
his credit-worthiness is always in
question, This is the age-old concept
which we are having regarding
credit~worth:ness, that is you must
have either immovable property or a
third-party guarantee, You require
so many things when you are giving
to a poor share-cropper because he
cannot produce land-record.

Now, you take the case of lande
owning cultivators. They took loans
and returncd only 40 per cent. The
poor share-cropper whose credit
worthinesg is challenged, returned in
time and used the money for produc-
tive operations. Another figure may
be interesting in this regard. During
the last five yeafs the fourteen natio-
nalised banks gave short-term and
long-teirm loans to farmers holding
below 2-1{2 acres of land only 24 per
cent, and farmers having above 2-1,2
acres 66 per cent, whereas farmers
having more than 10 acies got 34 per
cent of the loans This is about short-
term loans Whep you ccme to long-
term  loans, the situation is etill
worse. Those having 23 acres got
only 5.1 per cent; above 2} acres got
949 pur cent and those above 10
acres got the maximum share, that
15, 023 per cent

The greatest indictment on the
bankruptey of the policy comes from
the Public Accounts Committee. I
may quote:

“The Committee are rot convinc-
ed that the nationalised banks have
been able to meet the genuine re-
quirements of the credit for the
wedkilr sectipns of the society in
whose name the nationelisation
wcherhe way implemented.”
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Now, this is bappening. There is
big number of bureaucrats for run-
ning the whole institutlon. It will be
correct to say that instedd of natio-
nalising the banks the Government
has bureaucratised thg whole .et-up.
If you want to touch the problem,
first of all, the Reserve Bank of India
should be re-structured. The persons
on the Board of Directors of the
Reserve Bank of India~—I will not
say they are agents—arqg rerving
their own cause. Mr. Chavan said
the other day that he will not touch
them because of the hoary situation
This Board of Directors is analogous
to the Railway Board set-up, name-
ly, the same concentration of medie-
val type of bureaucracy in the
highest-policy-making body, When
they give loans, they should take
mto account the needs of the
poorer sections. They should mnot
give loans to the blackmarketcers,
harders and profiteers. Last year
there was a case when we were faced
with tremendous hunger and starva-
tion in the country but food materials
were hoarded by certain people and
yet money was advanced to them by
the Reserve Bank, There have alco
been cases where big business houses
were favoured on the instruction or
at the instigation of the Reserve
Bank. When Goenka approached the
hank for o huge loan  Whep thore
was a CBI inquiry against him, the
employees’ representatives in the
Reserve Bank opposed it and sad
that it should not bei given, but the
Reserve Bank said ‘No, it can be
given’. Again, when Government
were about to announce their credit
squecse policy, Ti- 3 crore, 'was given
as loan to a big millower. The
emplovees’ rgprescntatives opposced it
but the Governmeni representatives
did not sey anything in the regard at
the meeting of the board of directors

There is no point in accusing the
employees in the name wof distipline
asd in the name of dvertime, for thel

LA 3 “
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failure in functjoning the nationalised
banks. They have done good work as
employees and as divectors of the
nationalised banks. Here, 1 would
like to draw the attention of the
hon. Minister to what has appeared
in the Capital dated the 20th June,
where the employees of the banks
in Calcutta have offered and said that
they are ready to reduce t{he over-
time which they are taking at pre-
sent. They said that they were ready
to come to an agreement with the
bank so that the overtimeg could be
reduced. But the answer that has
been given is that it should for part
of a package deadl and so it was
rejected with the result that overtime
is going on as before and more and
mor¢| employees are again being
accused of -that,

Lastly, I would point out that Gov-
ernment are favouring their own
trade union in the nationalised bank-
ing industry. There are many ins-
tances brought to the notice of the
Government where they were asked
to intervene effectively but they have
failed to do so. What is It that is
preventing the Government irom
bringing fthese nationalised banks
under the control and purvicw of the
Public Undertaking Committee so
that there will be some accountability
on their part to Parliament?

1 hope that Government will
favourably consider all the sugges-
tions which I have made.

SHRI RAGHUNANDAN LAL BHA-
TIA (Amritsar): Shri Mehta had
saig that the banks had exploited
the rural areas or the rural people.
It investing Rs. 501 crores in the
agricultural sector and Rs. 276 crores
in the plantationg could be called
exploitation, 1 do not know what he
means. Is this exploitation or giving
help to the rural sector? Similarly,
Shri Somnath Chatterjee had said
that the banks had falled to bring
sbout removal of regional disparities,
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In some areas like th¢ northern
region, the people have come for-
ward to take advantage of the faci-
lities offered by the banks, but in
some areas like Manipur, Assam etc.
the people have not come forward in
sulficicot numbery to take advantage
of those facilities. But still this thing
cannot be done overnight. It is
taking time. More and more people
are taking advantage of it because of
the awareness, and they are having
the advantage.

Shri Agarwal said that by natio~
nalisation we have achieved a politi-
cal aim and we had never wanted to
have any economic aim. JIf small
people are being helped or branches
are opened in iinhbankeld areas or in
backward areas, if this is politics,
then certainly we want to helo the
poor people. We want to help the
smail man. We want to help those
areas which have been neglected so
far, ’

-~

I feql that any assessment of the
progress in the public sector banks
has to be viewed with a full under-
standing and appreciation of the
fundamental objectives that we have.
Changes were extendef to the pre-
cepts, concepts and outlook in the.
process, in fact to all the dimensions
of the operations, Our main objec-
tives in nationalising banks were
extension of the banking facilities to
the backward and unbanked areas,
expansions of credit to the neglerted
sectors of our society, to the priority
sectors and thirdly, bringing about a
development-oriented gystem ot
banking. We have to see whather we
have been ablg) to achieve thesc
objectives or nof. When we see the
figures, we feel very much satisfied
that nationalisation of banks has
made a tremendous amount of prog-
ress. In regard to opening of bran-
ches, we fing that 6,224 new bran-
ches have been opened mostly in



