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Weekly Notes 
Internal Economics of Banking 
B A N K E R S do not l ike to be re

gulated by statute, especially 
those who have been brought up on 
the t rad i t ion of Br i t i sh commercial 
banking. So it is not surpr is ing 
I hat in his speech at the annual ge
neral meeting of the Ind i an Bankers 
Association, Shri C H Bhabha, the 
Chai rman should compla in b i t t e r ly 
about further encroachments on the 
preserves of Bank management. Un
fortunately, though delivered on the 
18th, the text of the speech must 
have been pr in ted off before the 
Reserve Bank announced its m u l t i 
ple directives for restraining bank 
credit. So the bankers' views on 
fur ther restraint on credit operations 
d id not find a place in his speech. 

The Chairman, Shri C H Bhabha 
has not touched the subject of P L 
4-HO funds at a l l , for the dis t r ibut ion 
of which among the several banks, 
he had made so much in his speech 
last year. This is because banks 
have been deluged by such a vo
lume of fresh deposits over the year 
that no special effort wou ld have 
been needed in any case to dissuade 
them f rom competing for . them. It 
must have dawned on, those who 
were so eager for gett ing them that 
counter-part funds as deposits may 
not be such an unmixed blessing, 
j u d g i n g f rom the experience of the 
State Bank in this matter. 

fn view of the shadows cast by 
the bank employees strike the ques
t ion of banks' expenses on estab
lishment was uppermost in his m ind . 
The facts Shr i Bhabha sets out, how
ever, seem to te l l a different story. 

In the table relat ing to 26-member 
banks of the Association given by 
Shri Bhabha, net profits have fa l len 
in 1958 below what they were in 
1957, whi le the dividends paid have 
uctuully increased and so "Balance 
available for appropria t ions inc lud
ing bonus, taxes, etc'' (are dividends 
the first charge?) have come down. 
Dividends paid over the last three 
years for which he gives the figures 
have gone up as a result f rom 41.2 
per cent to 53 per cent of the net 
profits . 

This is on the basis of the figures 
quoted by Shri Bhabha. For the 
years lo which he refers, complete 
data on earnings and expenses of 
a l l scheduled banks are now avai l
able. In the statistical tables for 

1958 published by the Reserve Bank, 
one finds cur iously enough that 
establishment expenses as a percent
age of the total expenses rose f r o m 
38 in 1954 to 39 in 1955; since that 
year, this percentage has been com
ing down and both . for 1957 and 
1958, establishment charges account
ed for no more than, 31.8 per cent 
of the total expenses.. 

Since this is a v i t a l issue which 
is bound to figure p rominen t ly in 
the adjudicat ion of the bank em
ployees' disputes it w o u l d have been 
helpful i f the relative posi t ion of 
establishment expenses in the eco
nomics of banking operations as a 
whole were brought out more clear
ly by presenting establish merit ex
penses against the other impor tan t 
items of costs and expenses. The 
bank balance-sheets that have come 
out so far do not indicate a definite 
trend for profits one way or other. 
A l l of them show a substantial i n 
crease in the deposits wi thout a pro
portionate increase in the costs on 
deposits, the largest single i tem of 
expenses since 1957. Perhaps, in
terest earned on advances have not 
kept pace—a higher percentage of 
assets going into investment does not 
generally help bank earnings. 
There have been substantial increas
es under wages and salaries. But 
this has been offset very la rge ly by 
increased commission earnings in 
some of the banks and indeed it is 
in the latter direct ion that banks 
have to tu rn more and more fo r im
proving their earning prospects. 
Nan Yang University, Singapore 
A C O R R E S P O N D E N T who has 

l ived and taught in Singapore 
writes : 

The first non-Chinese student was 
admit fed to NanYang Universi ty , 
Singapore last month . He is a 
Malay, and received a scholarship 
from a Chinese firm to enable h i m 
to study. In addi t ion to his own 
language of Malay and the national 
Chinese language Manda r in , he 
speaks both Cantonese and the 
Hakka language. 

Perhaps this applicant marks the 
beginning of a new era f o r the 
Univers i ty . On February 9 a new 
report, that of the Gwee An Leng 
committee, made its final recommen
dation on the future of the Univer
sity. Un l ike the previous report of 
the Prescott Committee set up by the 

earlier colonial government, % it un
equivocally accepted the pr inc ip le of 
ul t imate integrat ion into the Singa
pore system of higher education, 
subject to a ra is ing of the universi ty 
standards. This was to be done by 
increased salaries for staff, separa
t ion of academic f rom business ad
minis t ra t ion of the universi ty, and 
the enforcement of strict examina
t ion standards by both internal and 
external examiners. The committee 
takes special exception to a univer
sity being r u n by "businessmen'1 

and criticises the Chinese "commit
tee of management" p r inc ip le , 
common to the Chinese schools sys
tem. On the committee were not 
only two members of the staff of the 
Univers i ty of Malaya but also the 
editor of the Nan Yang Siang Pau, 
the most influential newspaper in 
Singapore. 

The Singapore Government has 
accepted the recommendation of the 
committee for the most par t . Per
haps this marks the end of the stage 
when a wealthy Chinese business
man in Singapore can force his 
views on the Chinese communi ty to 
the ult imate weakening of academic 
standards. F rom its foundation Nan-
Yang Univers i ty has been plagued 
w i t h violent internal dissensions and 
the Government, by unequivocally 
recognising Chinese cultural values 
whi le rejecting the r ight of the 
Chinese to control academic stan
dards which are lower than in the 
wor ld at large, has done a good ser
vice to Singapore. The only 
dissatisfied group are those surroun
d ing the present management of 
NanYang Univers i ty who wanted 
the Government to support the 
university wi thout attaching any 
condit ions to enable them to conti
nue their "business management." 
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credit Control Confusion 
Correction 

The increase in scheduled bank 
credit d u r i n g the current and last 
busy season referred, to on page 489, 
second column, first paragraph, re
lates to the per iod October 31 to 
M a r c h 4, and not 'January 15, as 
erroneously p r in t ed . 

The latest week for which date 
aggregate bank advances were avai l 
able was M a r c h 4; for the break
down of secured advances, however, 
the latest data available was for the 
I week ending January 15. 


