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WHY SWATANTRA OPPOSED 3ANK NATIONALISATION fA

K. B, Masani

The Swatantra Party opposcd bank nationalisation outright.
Why 7 A statement was made in our Election Manifesto as

far mek as 1967 and it is only too likely to e vindicated
in the years to come. We said :

"The Swatantra Party is oproeed to the mtiomalisation
of banks comtemplated by the Congress Party which
is utterly irrelevant to the country's problems
and would retard devclopment beides being fatal to
monetary stability, security and saving Placing Y
the savings of lakhs of mil deposltors at the \
mercy of a Govermment seeking to lay its hands on
all available resources,"

It 1s for this Weic reason that we opposed this Bill a second

time in Parliament.

We believe in a mixed economy where “tate and private enter-
prise compete on equal terms for the welfare of the community.
But the burden of proving the need for nationalisation lies very
squarely on the shoulders of The Yovernsent.

kyen in respect of socialist Sweden, where socialiem had been
practised with such success, Axel lveroth saye:
"Thoge who maintain that the States whould take
reaponaibility for an increased rate of economio
progress by carrying out thoroughgoing changes in
our prosperity creating machinery must now realise
that the burden of proof liee upon them."
This buruen wae not been discharged in this particular case,
¥o case was made out why these fourteen banks were to be

nationalised. The truth is unpalatable.

¥y Party etands for a commission of enquiry being appointed

in regpect of any industry whére a case 18 sought to be made
out for nationalieation. 1f something that approximates to

a Hoyal Comdesion in England is sppointed in this country,
takes ewvidence and comes to the conclusion that for the publie
good a partiocular industry should be pationalised, 1 am prepared
to go along with it. But that kind of judicious, objective
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€nquiry has not been made in this case. On the contrary,

in this particular case all the evidence is against it. The
Prime Minieter of this Government herself did mot think in
terme of mtionalslsation at Bangalore, Wm¢ did she say ir
her memorandum to the AICC? She said that they oould either
consider the mtionalisation of the top five or six benks or
fesue dir otions to the effect that their resources should

be reserved to a larger textent for public purposes. In other
woras, she had an open mind; what she wanted could have been
done without nmationalieation. ‘et within a matter of weeks,
in fact, of daye, her mind changed and it wae suddenly dis-
covered that mtiopalisation was the penaces that was required !

The Then ¥ecputy Prime Minister of that same Yovernment went
on record as saying that nationalisation was not necemsary.
He =aid 13

"Begent experieme does not suggest that large banks
need to be taken over so 88 to be msde to do some-
thing whiah they are not doing. There iano reaaon
why, under central control, that iaé soclal oontrol,
they cannot be made to do what the “tate ®ank is
doing in the national interests, nor is it right
that State ®ank is cxpected to do what banks ae
institutions concerned everyday with depositore' money
cannot do. Mo bank, whether in the public or the
private sector, can abandon the test of viability
of a oredit transaction. The rxperilcnt of social
conkrol is a continuing one., +t aime at sociali-
gation of oredit wikhout nationalieation of bamking.
Qur experience in the last year or #0 shows tht
this i@ an experiment whosc results, we have
every reason to believe, will be rewarding.

So, whatever enquiry wae mde by the Prime #inister and the
Deputy Prime Minister showed that there wae no caar for
nationalisation. OSocial control was not given a chance and
this measure was sprung upon the coun®ry.

We believe that a bagic dilemma faces Parliament and the
Government in a case like this, Either abank is run on commercial
principles free from politieal intervention, as is done by
pationalised banks in France. In that cage, there is no cmnge
and there is no purpose in mtionalisation. All that has
haprened is that Re.B7 crores of the tax-payers' money are waasted
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in paying compensation %o the shareholders. On the other hand
if nationaldésation meins the €ncouragement of a monopoly and '
it is politically motivated, then it is pernicious becauae

the money of the depositors will be trifled with inm a manner
that it should not be trifled with as is happening with
cooperiative banke an knd mortgage banks in thig country. FEithr
nationalication is pointless and expensive or it ia pernlolous
and dangerous. And from this dilemma, we £ind there imn%
escape whateocver, '

¥ho will benefit from mtionalisation? 18 it the shareholders?
There isno doubt that te compensation provided in this 311
is somevwhat more generous and fair than the let one whioh we
got struck down by the Supreme Court., ¥ver thie time, I am
not sure that the compensation is adequate or fair. I will
mention three or four reasons why I say so. The mrket value
of land and buildings ofhead offices and hundreds of branchs
of the banks have been heavily depreciated in the books of
thebanks, and are really worth much more than what was allowed
for in the Government's computation.

The goodwill built up o¥er several decades has not been
accounted for in the compensation.

Equity and justice demand that the shareholders be entitled
to a share of the banke' profite made between July last and
February thisyear during which period the banks were illegaly
occupied by Covernment. Ko compensation is been given for
occupying the banks for eix or eight monmthe illegally without
any legal authority.

Then, interest at the rate of four per cent isgven on the
compensition, but we know the prevailing rate for borrowing
ie'nine and a half per cent to 10 per cent on secured borrowings,
and so, the rate of four per cent is ipadequate.

Then, will it benefit Labour? I say no. Those employees who
belong to nationalised banks have already redl ised that thdr
right to collective bargaining, thelr right to strike, their
right to bonus have already been truncated. I would 1ike to
quote a resvlution paseed by the Heserve Bank Employees’
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Association at an extraordinary general meeting of their union

held in Bombay on 3rd July, 194. This was passed after debate
by 380 votes to 20. It says 1@

"This extraordinary gemeral meeting of the Reserve

of India Employees' Association, Bombay, held :; t::“
3rd July, 1904, having coneidered the guestion of
nationalisation ofbanks, remolvesthat this “ssociation
is opposed to the m tionalisation of banks, singe
expereience shows that nationalisation of banks would
not be conducive to the interests and welfare of the
employees. As esuch, thie Meeting decides to dissociate
iteelf and the Agsociation from the campaign for
nationalisation of banks and to wike all such ateps
are m cessiry in furtherance of thie decision.”

Therefore;, Labour will not be benefited.

Now, let us take the depositors. The depoeitors' are in danger
according to me when people like those in the ruling RParty get
their hands on them. ZThese dcpositors are small people. In
1967, there were 12,400,000 personal acccunts in this country
with an average deposit of Hs,150., These are emallpeople whose
mcney will now be diverted for unproductive investment in wasteful
governmental enterpriscs, whbich wlill be the beat that can happen,
or there may be trafficking in overdrafta, We know that the
resources of cooperative abpks and land morigiage banke are used
for patronising the smupporters of the mling party throughout the
country. It happcne in allthe States. The biggest source of
corruption today is cooperative banks and the land mortgage banke.
Thie is likely to happen with the fourteen nationalised banks also.

1f thee resources are frittered away, the depositor has no guarantee
beyond Hs.5,000. The first “s 5,000 of your money, the Covernment
guarantecs, but nothing more.

A danger of nationalisation is comcentration and monoroly. Gandnl
believed in decentralisation of economic power. In hie bo ok

A VBek with Sanihi, Louis Fischer cuotes Gandhi as saying something
Ind;;;ch we believe, but not those in the ruling party. ‘e says!

"You sec, the centre of power now is in “ew Delbi or inm
C:lecutta and Bombay, in the big cities. I would have 1t
distribvuted among the seven hundred thousand villages of
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of India, 7That will mean that there isno power. In
other worde, I want the eeven hundred thousind dollare
. now invested in the Imperial Sank of India withdrawn
and distributed among the seven hundired villages. Then
each village will have its one dollar which cannot be lomt."

Thies wae symbolic. Gandhi wasmaking an argument againet what
the governuent is doing today, because what they are doing today
ie exactly the reverse of what Gandhij)l wanted, They want to
¢oncentraté all the millions of dollars belonging to the small

“ men in thehands of this Government andthose who ocarry out their

orders,

Even so, thank gocdness, the present law leaves some fre dom
of choice to the devositor and the creditor to move from one
bank to another, because only fourtecn banks have been mticnal ised
and a2 few havemirvived. To that extent, there isno ampl=te
monopoly in banking, It is for th.s reason that we are opposed
to the nationalisation of even a single more bank, whether it
ie an Indian bank or a foreign bank. e are not ¢ m erned with
the area of freedom of choice left with the depositor or ortduon\
If more thanks are pationalised, the evil will gpread further. Todajh,
the evil is there, Zfourteen banke are etruck by the plague. Ve
do not want more barks {c be struck by theplague because fourteen
lmnke are siruck.
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