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that if Mr. Hegde feels that the Minister
deliberately misled the House, let him
bring a privilege motion.

DR. RAFIQ ZAKARIA (Maharash-
tra): That is a different thing; they are
gomg too far.

DR. BHAI MAHAVIR: Even when
two contradictory statement? art; made...

MR. DEPUTY CHAIRMAN: If the
Minister finds a mistake, haturally he has
to come forward to correct it.

DR. BHAI MAHAVIR: If there ,re two
contradictory answers, that is if two
answers contradict each other, we expect
the Minister to at least come forward and.
tell us how it) happened.  Even that is
not done.

MR. DEPUTY CHAIRMAN: It is
done if there is * mistake.

SHRI RAMAKRISHNA HEGDE: Ar,
you so helpless, Sir?

MR. DEPUTY CHAIRMAN: Nobody
is helpless. Now we go to calling
attention. Mr. Kulkarni.
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CALLING
MATTER OF URGENT PUBLIC
IMPORTANCE

Policy of the Reserve Bank of India
tightening, the mo,e, supply to the
priority sectors like agriculture and
industry resulting- in the shortag, of
credit to these sector™

SHRI ARVIND GANESH KUL-
KARNI (Maharashtra) ; Sir, I beg to call
the attention of the Minister of Finance to
the policy of the Reserve Bank of India
tightening the money supply to the
priority sectors like

ATTENTION TO A
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agriculture and industry resulting in the
shortage of credit to these sectors.

THE MINISTER OF FINANCE
(SHRI PRANAB KUMAR MUK
HERIJEE): Mr. Deputy Chairman,
Sir, with a view to curbing in
flationary pressures in the eco
nomy, the Reserve Bank
had to take «certain measure; in the
current year to contain the volume
of credit expansion and to reduce the
liquidity in the economy. The non
food cr£3it, however, continued to
expand at a high pace. During 1981-

I- 82 (March to September) it increas
ed by Rs. 1714 crores as compared to
the increase of Rs. 701 crores in the
corresponding  period of  1980-81. The
commercial banks were, therefore,
further instructed by Reserve Bank of
India  that they should wundertake a
serious and critical re-appraisal of
their  lending programmes so as to
ensure that they adhere to the guide
lines set out by Reserve Bank of
India from time to time regarding
credit expansion and in particular to
ensure  that they  maintain the en
hanced cash reserve and statutory
liquidity — ratios. It way also reiterat
ed that within the parameters given
by Reserve Bank of India and cosider-
ing their own resources position, the
commercial ~ banks  should ensure that
special attention is given to the credit
needs of the weaker sections of so
ciety ay identified in the 20 Point
Programme and that they should also
be actively involved in the Integrat
ed Rural Development Programme.
Incidentally, it may be mentioned
that the credit to priority sectors of
agriculture, small  scale industry, etc.
had increased by Rs. 1065 crores in
the first six months of the current
financial year a's compared to an in
crease of Rs. 530 crores last year.

The impact of these credit policy measures
on different banks is continually being
assessed by the R.B.I, so that due priority can
be given in the matter of securing better
planning and continued flow of credit to the
priority sectors in general and to the smaller
borrowers in particular. In

[2MARCH 1982 ] UrgentPtdbltc Importance

198

regard to the larger borrowers in medium and
large industry sector, our expectation is that' they
should reduce their reliance on th, banking
system by bringing in larger funds from own or
long term sources. The policy of the Government
and Reserve Bank of India is to continually
review the position and take correc-! tive
measures where necessary, so that not only
inflationary pressures are contained. buT also the
growth of production is maintained.

SHRI ARVIND GANESH KULKARNI: Sir,
th, hon. Minister has given his version of the
credit squeeze which we are really feeling very
seriously. He has stated that the nonfood credit
was Rs. 1714 crores or something like that. But at
the outset, I would like to draw his attention that
every year, a developing economy requires more
credit. Industry has to grow; agriculture has to
grow: at the same time, we have also to tak, care
of the inflationary pressures in the economy
itself. 1 would like to know from the hon.
Minister whether—when he has stated . that it
has been increased from Rs. 700 crores to Rs.
1700 crores— he has taken this aspect into
consideration. May 1 draw his attention,
particularly, to the Reserve Bank of India's policy
which was declared, for the ; busy season,
sometime in August-November, wherein they
have stated that the statutory liquidity ratio
should be increased to 35 pe, cent and the credit
reserve ratio to 8 per cent ultimately, which is
now 7.75 per cent? Sir, these two instructions
received from the Reserve Bank of India hav,
played a great mischief in perpetuating in the
market a very stringent credit squeeze. I will
come to those conditionalities later on, but there
is also a guidline issued i by the Reserve Bank™ of
India saying j that th, broad money—that i the
money with total liquidity in the banking
system—has to be brought down from 21 pe, cent
to 15.7 per cent in 1981-82 and from 16.4 per
cent to 14 per cent in 1983-S4. Thi is a severe
cut on th, broad money. Then
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on the narrow money—what you call the
money supply—has to be brought down from
20 per cent to 11.3 per cent. These are the
guidelines issued by the Reserve Bank of
India, and therefore, no claim should be made
by the Finance Minister that he is not acting
on the IMF dictates. Yesterday also the Prime
Minister mentioned that we must be proud of
ou, country, We are proud of our country, but
a banker is a banker, whether it is IMF or the
Bank of India or the Central Bank or the State
Bank. They may put in their own conditions.
So, according to that conditionality you have
to restrain the money supply and I have got
objection about that. On the one hand you
agree to the conditionality of restraining, the
money supply and on the other you say that
this year should be the "productive year'. How
can both things go together? How both are
comparable that is what I want to know.

In this connection, another worst thing that
has been done is, the Finance Ministry in the
very period has taken under the Bearer Bond
Scheme about Rs. 900 orores as against Rs.
234 crores which were collected. The
companies, as h, has himself stated now in the
statement, have been asked to collect deposits
and they are collecting deposits at 15 per cent,
calling them the convertible debentures. So,
the people are more interested in making those
deposits rather than putting their money in the
nationalised banks where the rate of interest of
savings is too low as far as the corporate sector
is concerned. That is also another way of
pulling the market for getting out the money.
Coming to the price rise, the price of industrial
and agricultural inputs has increased. That is
also the reason why money was required by
agriculturists. I am submitting these facts for
the consideration of the Finance Minister.
Personally speaking, I am a person who is not
an intellectual economist. I am a farmer and a
small-scale industry man. [
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know where the shoe is pinching and that is
why I am bringing these things to your notice.
This is the position in the market.

A friend of mine, Mr. Pant, just now-said
about the unofficial rate of interest. I know
about the unofficial rate of interest being 48
per cent. He say, that a small entrepreneur
met him who was paying 5 per cent in a
month, ie. 60 per cent per annum. These are
the facts of life. I can quote what the
Reserve Bank Governor hag said, but if 1
was going to say anything against the
Governor, again a problem will arise, in the
Lok Sabha, the Speaker has already stated
about the Governor and Ido not want to
go into that. So, what 1 am telling is, the
deposits are sagging in the nationalised
banking system, though it has increased
now. I think it is Rs, 34,000 crores or Rs.
39.000 crores or something like that.
The percentage has come down from 10.8 to
9.8 or something like that. Then he says
that he is not aware of these things.  Would
he believe if I quoted him the two letters? Here
arc the two letters written by the Bank of
Mabharashtra and  the United Western
Bank addressed to a  small scale industry in
Sangli. They say: "However, due to credit
squeeze, our higher authorities have instructed
us to curtail the limit ta the extent of 50 per
cent across-the-board". Now either the
industry must go into liquidation, sell every
thing lock, stock and barrel, o, wait at Mr.
Mukherjee's door to ask the Reserve Bank to
be more sympathetic. Here is, Sir, another
letter from the United Western Bank. Satara.
They say:, "You are already aware that
banks are facing stringent funds position
because of the Reserve Bank guidelines and
have to  reduce their total credits sub-
stantially to fall in line with  the general
policy of credit restraint." So these are the two
letters I am citing for your information.

So, Sir, the industries become sick. Here
the industrialists and many other people say
that the small scale industries- are becoming
sick.  What
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can they do? You are asking overnight.
But even while asking overnight, Mr.
Mukherjee, you have to be careful how
this can work.

The thirdpoiht I want to impress is this.
I myself, between the 12th and 14th, rang
up the Bank of India, Sangli, which is the
lead bank for my district. An educated
chap who is unemployed came with a
proposal to purchase a thresher costing
Rs. 10,000. A per the usual procedure, [
asked the District Industrie® Centre to
pre-par the project. The DIC said: "We
cauaot prepare the project because tat>w
the banks have instructed us not to
entertain any application for 8 to 10
months'. So this is the position about
agricultural implements. Then I asked the
Agent or Manager of the Bank of India
and he said: "Sir, you are ringing me up
but would you mind if I request you to
wait for another six months when I shall
favourably consider this"? Mr.
Mukherjee, you should believe me rather
than the IAS officers or ICS officers
sitting in their chambers. They are giving
you wrong information. You believe me.
I am producing two letters.

Then about the tractor industry, your
friend in the Lok Sabha persuaded you to
reply properly, but there also you said that
the tractor industry is not facing
difficulties. Mr. Mukherjee, tractors are
not rold—that is what the industrialist
side says, but we ar, the purchasers of
tractors in the agricultural sector and we
are not getting loans f°r the tractors. No
money is available for the truck, for
carrying sugarcane. Thes, are the standard
replies that we get. Talking about
agricultural produce, tak. cotton. "What is
the present cotton price? Across-the-
board it is reduced by Rs. 1000 in a price
of Rs. 7000. I agree with the Finance
Minister that one reason is the strike. But
don't put the strike reason on my face. Th
3 strike is in Bombay, but what is there in
Gujarat, what is there in Andhra Pradesh
and what is there in Raichur

in Karnataka? The Raichui Vara-iakshmi
which wa, selling at Rs. 8.000 last year i
selling at Rs. 6,500 this year. There is no
purchaser because the money is not there
for cooperative mills.

Sir, you are looking at me but this is a
very vital question.

MR. DEPUTY CHAIRMAN: You
have given so many examples.

SHRI ARVIND GANESH KUL-
KARNI: These are the guidelines issued
by the Maharashtra State Cooperative
Bank and there also they repeat the same
story; "Sorry, thi; is the position". So, Sir,
finally I want to request the Finance
Minister that he has recently taken over.
let him not be harsh to th, industry. You
have declared this year a, the Productivity
Year. You don't want the industries to be
sick, you want industries to grow. For
heaven's sake, don't make such unkind
cuts of requesting the small industries to
cut by 20 per cent or 50 per cent. Where
the money is to come from? Money is not
coming from heaven. Money has to be
earned and the market is in a recessionary
position. Cotton textile is in a
recessionary position; the engineering
industry is in a recessionary position; and
if the credit is not made available for
diesel  engines, electrical  motors,
threshers, tractors and trucks, where
would the economy go? I have given you
umpteen instances. Please take a kind
view, I would beg of you, because both
industry and agriculture are groaning
under the squeeze orders of the Reserve
Bank of India. Please ask them not to
behave like bureaucrats but that they
should adopt a developing policy for both
industry and agriculture.

SHRI PRANAB KUMAR MUKHERJEE;
Sir, th, hon. Member, while making his
observations, has made a number of points.
Firstly I would like to explain the position.
It is nobody's case that there is no—I I won't
use the words 'credit squeeze'— selective
credit policy. This is a deli-
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policy of the Government that we shall have to
..resort to a selective credit policy as it is a part
of a package to fight against inflation.
The moot question is whether this selective
credit policy is going to stand in the way of
production, is going to create a situation in
which the priority .sec-tors are starving of
the  required credit. That is the area where I
do differ with my friend, Mr. Kulkarni. I do
not say that I do not believe him.  What I
say is that within the parameters of the
overall policy— because we cannot create ,
situation where we shall have to lace a runaway
inflation—it is one of the important
components that we shall have to pursue
a  selective  credit policy. On the question
of IMF conditionally and others,I would re-
quest him to just go  through the Plan
document. The extended facilities which we
"entered into with the IMF was done
sometime last year. When we finalised
our Plan document, what is the money
supply position and what is the credit policy,
we visualised for ourselves in the Plan
document. The point is whether it is in
consonance  with  the policy which we are
pursuing today, right now. And if we find that
it is in consonance with the policies which we
have already declared while finalising the Sixth
Plan. I think he himself will come to the
conclusion that IMF conditionality and others
are not relevant to that. Coming to the moot
part of the question, Sir, I never said it. In the
other House, I said  just the opposite.  In
regard to tractors I said that there is a problem
in the tractor industry. =~ What I said on the
floor of Lok Sabha is that recognising the
existence of a problem, the Governor of the
Reserve Bank of India had sought certain
information from the tractor manufacturers
so that hecould work outa strategy
with which he could tackle the problem. I did
not say there is no problem. On the other hand,
I said that there is a problem, I am recognising
the problem and -we have already initiated
action against it.
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About the second aspect, 1 have

I already given certain figures. I would

like to give him a little detail so that

he himself can look into it ag to
what has been the actual position.

(Interruptions)

I have some figur, which Ican
give you and it is up to November. 1
am just quoting the figure from April
to November, 1981. I am not taking
J  public food procurement.

Non-food bank credit—gross: It was
23,030—March 27. November 27 —25,508.
April—November, 1081 variation—2,478.
April to November. 1980 variation—plus
1,631. And if I just go to the priority sector
which you were mentioning about, for agri-
culture it was 3,573—4,439—plus 866.
Small-scale industries. 3230, 3714, plus 484;
other priority sectors: 1.683, 1,977, plus 294.
What I want to emphasise is that in respect of
the selective credit policies...

SHRI ARVIND GANESH KUL

KARNI: But inflation and growth in
industry you have to take into ac
count.

SHRI PRANAB KUMAR MU-
KHERJEE;  That I have taken into
account. If you want to pursue the selective

credit policy, there would be certain areas.
I do agree with him that in th, medium
and large industries the net credit flow has
been disturbed, has been reduced. If we want
to maintain it or increase it in certain areas
and if the overall objective is to contain it
within a limit, definitely there will be one
area where credit flow will have to be
reduced.  Therefore, I do not say that there
has not been a single area where the credit
flow ha; not been reduced. Medium and
large industries is an area where it has been
reduced.  That is not my contention. What
my contention is that in  the priority sector
we have not reduced it. And the second point
is that there is no blanket...
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SHRI ARVIND GANESH KUL-
KARNI: T have quoted the two letters of
the exporting units.

SHRI PRANAB KUMAR MU-
KHERJEE: 1 am just coming to that. In
regard to the blanket restrictions, in fact,
this is the point I have asked the Reserve
Bank to examine, whether any
instructions  have  been issued to the
regional offices or to the local offices,
whether the power delegated to the
regional offices or the lower offices has
been withdrawn and nether they are going
to  have a blanket ban on all future
advances. This is th, precise point on
which I have asked the Reserve Bank
to examine if such a circular has been
issued or such instructions have been
issued.  These have not been issued by
the Reserve Bank.  If these were issued
by any of the commercial banks. I have
asked the Reserve Bank t, look into it.
hTe ideais not to have a blanket type
of curtailment or cut. In the meeting
which T had with the Chief Executives
of the commercial banks, there too. I
had emphasised this point. ~ We cannot
create a situation in which there will be no
restriction on the credit supply. There
will have to be a restriction. We  shall
have to pursue the selective credit
policy. But within the broad framework
of that selective credit policy, we shall
have to evlove a strategy in which the
requirement of the priority sector is not
denied. This is the objective and this
is the approach we are having.  And that
is why I am prepared to examine even
the indus-try-wise assessment.  In fact,
during the discussion I had with the
bankers and the Reserve Bank, 1 had
told them to take up the case of each
industry. In respect of sugar I have
issued instructions that we would
not like to create a situation where the
growers will not get it. ~ Therefore, we
are to ensure the availability of the credit
to the sugar mill-owners and, at the same
time, to ensure that the sugar mill-
owners pay to the .growers so that
there is no disincen-
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tive for the
produce.

SHRI ARVIND GANESH KUL-
KARNI: Will you please allow me one
minute?

SHRI PRANAB KUMAR MU-|
KHERIJEE: Ican allow you more than
one minute.

growers next year to

SHRI ARVIND GANESH KUL-!
KARNI:  With respect to sugar, at
present the co-operative banks
charge an interest of 15.5 per cent, a

concessional rate of interest, whereas the
co-operative  spinning  mills which are
supplying yarn to the handloom
industry pay 19.5 per cent interest. I had
raised it  with the Reserve Bank. They
said that sugar is stocked as a buffer stock
on behalf of the Government. I said that
hand-loom is covered under the 20-point
economic programme. They did not say
anything about it after that.

SHRI PRANAB KUMAR  MU-
KHERJEE: Mr. Kulkarni will agree with
me that he has now switched over to another
area. | do not argue about that. My
primary concern right now is that the
priority sector should get adequate credit.
I just gave one example, so far as sugar is
concerned, to strengthen my  argument
that we are making a case-to-case
examination in respect of various priority
industries. Sugar is just one example. And,
Sir, the export credit that he mentioned, there
too the increment is more than Rs. 130
crores. On March 27, it was Rs. 1,650 crores;
and on November 27, it has been Rs.
1,783 crores. There has been some.
But there may be some odd cases. 1 do
not rule out the possibility  that taking
advantage of this there may be some odd
cases. (Interruptions) = When these cases
are brought to notice, action will be taken on
each. This is also to be recognised that
there will be some difficulties. You cannot
completely create a situation where there
will be uninterrupted flow of credit
because that i» not our policy. If we can
create that situation, we shall have to
faca
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problems in the areas of inflation.
Therefore, within the broad policy
framework, within the parameters which
we have set for ourselves, we have to see
that the priority sector does not suffer,
that the credit flow i relatively smooth.
But it cannot be as smooth as one expects
it when there is no restriction. As there is
some restriction, there will be some
constraint. We shall try to minimise it.
This much I can tell you.

SHRI ARVIND GANESH KUL-
KARNI: For ten months there will be no
credit. This is what the Reserve Bank of
India says. The books are closed. What
do you say on that? For agricultural
threshers there will be no credit ifor ten
months. Would you open the window of
the Reserve Bank of India?

SHRI PRANAB KUMAR MU-
KHERIJEE: This is a difficulty which he
has brought to my notice. I shall examine
whether it has been done in any area.
There cannot be a blanket ban on it.

SHRI N. K. P. SALVE (Maharashtra) ;
Sir. the Finance Minister has very ably
explained the rationale behind the credit
squeeze policy which the Government of
India has been pursuing for the last two
years. It is easily understandable that an
economy which is inflamed and over-
heated on account of inflation, requires to
be governed by selective credit policy,
and it is necessary in a controlled
economy. He has explained how in the
priority areas the bank squeeze is still not
applicable and how they are rationalising
the entire credit squeeze policy. Sir.
nonetheless, it is well accepted and well
known that investment and growth are
co-extensive, and in a philosophy of
supply management it is absolutely
inevitable that we do not do anything
which is likely to impede production in
any manner whatsoever. If the credit i
impeded, the production is impeded. If
the production is impeded, again it
becomes
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counter-productive, and we will working in
circles, cycles, again, aj we will not be able
to- effectively check inflation. Therefore, 1
want to know from the Finance Minister
firstly, whether the selective credit policy
itself is a little too stringent, whether any
evaluation has been made, whether this
policy itself i a little too stringent and is
not catering adequately to the areas he has
identified, the areas being those of the
agricultural sector and the small scale
sector. Secondly, Sir, there are other areas
which are possibly on the border line. Thjy
may not be in the priority sector as such but
they ' are extremely necessary and essential
for accelerating the economic growth of the
country. One such area 1 have in mind is
the field of electronics. People in th,
electronic field are bitterly complaining
about the attitud. of the banks. I entirely
agree with him that credit squeeze and
monetary discipline are necessary. In fact, it
is as a result of a certain fiscal strategy and
monetary discipline that we have been able
to take care of this inflamed economy and,
as he said in the Budget speech, we have
brought the economy on the rails. But then
Sir, hereafter it is necessary, absolutely
essential, that at this juncture there should
be some change in the strategy. Will he
consider whether a more liberal attitude can
be taken in respect of certain more
industries which are on the border line but
which may not be strictly priority
industries? When 1 say 'liberal'. 1 only
mean whether, subject to the regulations,
credit can be made available to them.

There is one more question I would
like to ask him. It is a related question
and it is a very important question. Some
banks abroad who have their branches in
India, especially those from th, Gulf
countries, told me that it is likely that
they would bring the petro-dollar, into
India and make those dollars available to
the private sector whose projects are
cleared by the Government of India. To
provide foreign exchange to such



209 Calling Attention ve.

projects the Government of India is duly
obliged in the normal course. They are
complaining that if they bring petro-
dollars into India, they are subjected to
the same statutory liquidity ratioj that is,
if it is a million dollars, then 40 per cent
of it will have to b, deposited with the Re-
serve Bank of India. That is a very' great
disincentive. So my question is whether
the Finance Minister would consider
liberalising the policy on this aspect. The
second point they made was, 10 per cent
foreign exchange interest is allowewd
tax-free. Now if they earn here 17 or 18
per cent, they are ready to pay income-tax
on the balance of 8 or 9 per cent in Indian
rupees. Even such an arrangement, 1 was
told, is not allowed by the bankers. If the
petro-doller, are allowed to be brought
into India and foreign exchange loans are
allowed to be given by the banks who
have branches in India, I am sure it will
greatly facilitate financing of export-
oriented projects and exports as such.

SHRI PRANAB KUMAR MUKHER-
JEE: Sir, Mr. Salve has raised the basic
question whether in the context of the
present economy, we should have a
review of the selective credit policy and
whether the selective credit policy itself
is standing in the way of expansion of the
economy. As I mentioned earlier, it is in
connection with the overall strategy to
contain inflation that w, had to resort to a
selective credit policy. And this is not the
first time that we have done it, as the hon.
Member is well aware. I think for the first
ti"e we had to drastically reduce the
credit in September, 1974, if I remember
correctly, when we had to go in for some
sort of a second mini-budget.

Now I would like to explain why
suddenly we are confronted with a
problem like this. And here as the man in
charge of the Ministry, I will have to take
some responsibility. One of the reasons
is that our bankers did not make proper
planning. In the first six months,
practically they did not impose any
restrictions and
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they allowed this more or les; to go
freely. Therefore, if you want to keep the
totality in the whole year, naturally if in
the first six months you have been a little
more libera], in the next six months, you
have to be a little more restrictive.

SHRIN. K. P. SALVE: Rectify it.

SHRI PRANAB KUMAR MUKHER-
JEE; That is one area, and I do feel that
after. . . (Intertptions)'

SHRI ARVIND GANESH KUL-
KARNI; How can production be in-
creased?

SHRI PRANAB KUMAR MUKHER-
JEE: Up to September if you just look at
the incremental part of it. you will 'find
that almost in every sector frqm March to
September there has been a reasonable
increment. Now we §re also resorting to
it so far as the priority sector is con-
cerned. Over 60 per cent of the present
credit goes to the priority sector. And
within this priority sector also, there may
be relatively higher priorities to be given
in certain sectors, and if we are to give it
within the parameters, certain lower
priority sectors will get less. If we are to
insulate one sector to make it completely
free from any cut or reduction, then the
cut will have to be imposed in certain
other sectors.

Coming to the point which was
mentioned as to how we are going to
tackle the problem in the coming months,
the CLR has been raised from 7 to 8 per
cent and the SLR has also been raised
from 34 to 35 per cent; for every quarter
it is 0.25 per cent. I think by making
adjustments for the last quarter, we can
provide a little cushion to the banking
sector so that when the slack .season
starts from April onwards. the situation
will reasonably ease. Therefore, the
question i.s how we can tackle the
problem between now and April. For
that, 1 think we can



211  Calling Attention re.

[Shri Pranab Kumar Mukherjee] make
some adjustment and provide a little cushion
so far as the commercial banking sector is
concerned. His other question was that if the
branches of th. Indian banks in foreign
countries bring petro-dollars, will they be
subject to this type of restrictions? If it is in
the form of loans, thess ratios will not be
applicable.

SHRI N. K. P. SALVE: Through their
Indian branches.

SHRI PRANAB KUMAR MUKHERIJEE:
In what form? These curbs are on deposits.

SHRI ARVIND GANESH KULKARNI:
Working capital also?

SHRI PRANAB KUMAR MUKHERIJEE;
These curbs are on deposits. We will have to
understand the nature of transactions. Thera
may be two types of transactions.

SHRI N. K. P. SALVE; The Head Office
wi'' remit these moneys to their branches
with the instructions that these moneys will be
available strictly for loans.

SHRI PRANAB KUMAR MUKHERJEE;
If it so transpires, it is a loan. The nature of the
transaction does not change merely by
transferring from foreign branch to India.
These restrictions and ratios are applicable
only to deposits. Therefore, if it is a deposit in
the non-resident external account, these
restrictions will apply. When some bank is
borrowing money against a particular project,
it is different. This is not applicable to
borrowing. Therefore, if the petrodollar being
brought as the cost of the working capital—it
may b, working capital o, it may be capital
investment—are in the nature of borrowing,
then these restriction-; will net be applicable to
them.

SHRI ARVIND
KARNI; Bank to party.

GANESH KUL-

SHRI PRANAB KUMAR MUKHERIJEE:
1 am not talking about bank to party. When
the bank is originally
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having it, he is having it as loan. This type of
money cannot go as deposit.

SHRI ARVIND GANESH KULKARNI:
Mr. Salve does not say that.

SHRI N. K. P. SALVE; it has come to be
given for a loan to a project, but the Head
Office sending money to their branches
would not , loan. In such cases will the
restrictions apply?

SHRI PRANAB KUMAR MUKHERIJEE;
No, no.

W frm s m (fazz) .-
ariafa S, wradm g St A a9
a¥3e H a9 98 37Aw 31 # fy
arva ¥ Ffee arfadt o & a7 Fav
qon  fam, ogrE Tk d Feew d
fam, stfeam =6 Sota 3 z
Al FFEA RAIFE A 9 T far 2
fa fafam wea & waar fzar & i
zAaT fzar war @1 W7 39 F a0
A % g & 1 az am fafaae 2 5
oA qifdt & fesga &0 et 20 g
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AFeT § QTR F 21 a7 770
I 7HT qgAT X A1 TFm af g7
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w1 fe agar =.fgh ar f993 adar ag
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SHRI PRANAB KUMAR MUKHER-
JEE: Sir, Mr. Jha ha, warned me that he
will not be satisfied unless I answer all
the four questions he has put to me.

In regard to the first question, I will
only request him to take the trouble of
going through a few pages
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of the Economic Survey. All the figures
are given there. Instead of asking me to
give these figures, he can get the figures
of money supply year-wise and the break-
up from 1973-74 onwards. Sir, to the
question whether in the agricultural sector
we are giving more money to the rich
peasants, big farmers or small farmers,
fortunately, I have some figures with me
and I hop. I would be able to give him a
little bit of satisfaction. I have figures
from 1974 onwards. Now, I am just talk-
ing of farmers with 2,5 acres. In
September, 1974 the amount wa; Rs.
47.93 crores and the percentage was 13.
In April, 1930, it increased to Rs. 375,34
crores and the percentage was 21.6. The
number of accounts increased from 522 to
2,653. This is upto 2.5 acres. Now, for 2.5
to 5 acres: In September, 1974 the num-
ber of accounts was 347 and the per-
centage was 24, The amount cut-standing
was Rs. 56.81 crores. In March, 1930, it
increased arid the number of accounts
were 1,395 and the percentage was 24.5
and the amount outstanding was Rs.
304.11 crores. Th, percentage is 17.4. Sr,
I think MrJha himself will find that there
has been a great deal of progress in this
direction.

SHRI SHIVA CHANDRA JHA:
‘What about five acres and above?

SHRI PRANAB KUMAR MUKHER-
JEE; Above 10 acres?

SHRI
Yes.

SHIVA CHANDRA JHA:

SHRI PRANAB KUMAR MUKHER-
JEE; Above ten acres, it was 293 and the
percentage wag 21. This was in
September, 1974, This is the number of
accounts. Now, it went down from 21 per
cent to 13.2 per cent in April. 1980. Even
in respect of the amount, in September
1974, it was 52 per cent and in April,
1980 it came down to 43.6 per cent.
Therefore, your contention that the small
and marginal farmers should get more
and the big farmers should get less is
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reflected in the credit disbursement to the
agricultural sector. Obviously. I know it will
not be to your satisfaction. But this is the little
figure that I had and I have given you those
figures.

Sir, now with regard to the industrial
sector, I can give for the Industrial sector as a
whole, for the large and medium industries.
But it is not possible for me to give the break-
up of the monopoly houses and others. But
the outstanding amount, in March, in the
medium and large sector, way Rs. 7,108.33
crores in March, it was Rs. 8,269 crores and
in March, 1981. it was Re. 9,984 crores.

Sir, with regard to the definition of
creditworthiness, it is known that we are not
only asking them to hypothecate their
property, but in certain cases of credit we are
also taking the personal security and, up to a
certain amount, that security and other type of
requirements we are greatly liberalising. But.
Sir, after all, we have to ensure that we do not
give probably money just on the word of the
individuals. So, some sort of security is
needed.

SHRI SANTOSH MITRA (West Bengal);
Mr. Deputy Chairman, Sir. at the outset, 1
would like to know from the honourable
Finance Minister how the selective credit
police is said to be consistent with the Gov :n_
ment's declared policy that th, . ear 1982 is the
year of productivity. It is being called the
"Productivity Year". I would like to know
whether this will have any impact on
productivity or not. Secondly, Sir, just now the
honourable Finance Minister has said, in reply
to a question put by my friend, that th, small
farmers, the marginal farmers and poor
farmers are getting a greater share of the loan.
But I would like to draw the attention of the
honourable Finance Minister to the editorial
comment in "The Tribune" published from
Chandigarh in the issue dated the 5th
December, 1981. It says.
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"Unfortunately, a large percentage of the
bank credit has been monopolised by the
richer sections of the rural society. The
measures taken by the official lending
agencies have failed to check this trend."

So, Sir. what has been stated by the
honourable Finance Minister is not supported
by this paper and I think that this sort of a
thin;; is going on on a larger scale in actual
practice. Also,

I want to draw thr attention 1 P.M.
of the Finance Minister with

regard to another point, that is,
according to a report of Financial Express,
New Delhi, of February 4, 1982, the
Agricultural Credit Board has decided to wind
up th, scheme of financing primary
Agricultural Credit Societies by commercial
banks. If it is a fact, what are the detail: in
this regard?

SHRI PRANAB KUMAR MUKHERIJEE:
Sir, in regard to the last point which the hon.
Member mentioned about the Financial
Express report, I would like to say that I have
no knowledge about it. If he can pass on that
information to me, I can get it checked up and
I will tell you later on.

In regard to the newspaper comments, I
cannot go on contradicting all the newspaper
reports. This is my reply about the newspaper
reports.

About the figures which 1 have about
distribution to marginal small farmers, I have
given an instance in reply to Mr. Jha's query,
and in regard "to what would be the impart
this is precisely the point I am trying to harp
upon since the beginning of the Calling
Attention, namely, that within even the broad
framework of selective credit policy we shall
have to ensure that the production does not
suffer for lack of credit. We' want to control
it. It does not mean that ther, will not be the
credit available. Even if you just look into
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the implementational part of the nonfood
commercial crops, it has increased, as I
mentioned in the Budget speech also that
it has, I think, increased by 1.5 per cent
from last year's level; it i expected to be
19 per cent at the end of March, 1982.
The trend is towards the increment. The
question is that when we are to fight
inflation, at the same time we have to ee
that this credit policy is applied
judiciously. We cannot just create a
situation in which it will be free-for-all. It
is the approach of selective credit policy.
But it does not mean that the production
sector will not be provided with th, neces-
sary credit. It will be provided. And this
exercise is being made in the policy itself.
So I do not think that there will be any
adverse effect. I think the selective credit
policy will have a better effect on the
productivity.

SHRI SANTOSH MITRA; The small
producer can be affected and the
monopolists . . (Interruptions).

MR. DEPUTY CHAIRMAN; He has
replied to all your points.

w1 v |eg ® 219 T 9T BiE
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U AF! 7 Far A ovpT A e
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SHRI PRANAB KUMAR MUKHERIJEE;
Sir, I have already mentioned that it is not
possible that the Reserve Bank does not
pursue the policy of selective credit. They are
pursuing selective credit policy. What 1
wanted to say or emphasise is that if they have
put a blanket ban, as has been suggested by
the hon. Members, or if any Branch Manager
or any Bank has done it, | have already said in
reply to an earlier question that I have asked
the Reserve Bank to examine it anj rectify that
position. That point hag already been taken
care of.

W ATRLAT XTI TN YHRA
Hel A 7 eET faar @ 3@ ava A1

N g3 wATT Q@A © T gET-
¥, T B Fin AFT 2 13T aE 2 e
Whether they have Issued any such
thing, we , hav, asked them to
examine. [ take seriously  what the
hon. Members of Parliament say.|
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They will examine whether they have
issued any such thin.? and necessary
correction will be made. It i; not
as if somebody has committed any
offence and he is admitting it or not.
Sir, he wanted to know the credit-
deposit ratio, particularly...

i
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SHRI NAGESHWAR PRASAD SHAHI:
Gramin Banks.

SHRI PRANAB KUMAR MUKHERIJEE:
For rural banks, I don't think w, have it with
us because he knows—her, I can have a little
rubbing with him—that during their two
years' period, they stopped expansion of rural
banks. We have to restart them again. So, it is
expanding now.

SHRI NAGESHWAR PRASAD SHAHI;
No, no.

SHRI PRANAB KUMAR MUKHERJEE:
I am telling you. I think, 48 regional rural
bank, were started upt, 1977. Thereafter,
your Government took the decision that there
is ny need for rural banks. The Dant-wala
Committee wa; appointed and...

AN HON. MEMBER: Lakdawala.

SHRI PRANAB (KUMAR MUK-
HERJEE: No. Mr. Lakdawala was in the
Planning Commission. So, thereafter, he
came...

SHRI = SHIVA CHANDRA JHA:
Palkhivala.

SHRI PRANAB KUMAR MUK
HERJEE: No Palkhivala. So,
thereafter he came to the conclusion
that this is a good institution and
that regional rural banks should be
there.  Thereafter they were started,
but in between you lost the tempo
for one and a half years and there

after we have restarted. And in the
Budget Speech I have given the de
tailed figures. Those are not readily
available with me. But I can give
you the credit-deposit ratio in the
rural, semi-urban and urban areas.
But if you want the break-up of the
regional rural banks, that figure I
do not have, but I can give for com
mercial banks.
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The figure; are: June, 1969—Deposits
in rural areas—Rs. 145 crores; 81 semi-urban
areas, they were R3. 1,024 crores; and in
urban and  metropolitan areas, they
were Rs. 3,496 crores. And the Advances were
Rs. 54 crores for  the rural areas, Rs. 407
crore; for semi-urban areas, and Rs. 3,143
crores in urban areas. Thetn June, 1980—
The Deposits in the rural areas have increased
from Rs. 145 crores to Rs. 3,966 crores. The
Advances increased from Rs. 54
crores to Rs. 2,161 crores and the credit-
deposit ratio in terms of percentage ha
increased from 37.24 per cent to 54.51 per
cent.

DR. BHAI MAHAVIR (Madhya Pradesh):
Sir, the hen. Minister hag said in he course of
his reply —he has admitted—that during the
last year the banks did not plan in the matter
of credit expansion. Now, this is in perfect
parliamentary tradition that he should accent
the responsibility of whatever the Government
has been doing. He has- also incidental®
indicated that he is carrying his distinguished
predecessor's baby in this regard. But Sir, I
have not been able to follow when he says
that there U no blanket ban or something of
the type. Sir, the article which my friend, Mr.
Kul-karni. was referring to refers to the
Reserve Bank Governor's advice or directive
to the Bank Chiefs given in the meeting held
on November 5, which is very specific that
"thev must strictly adhere to the guidelines,
that is. expansion of non-food credit in
absolute terms during 1981-82 should not
exceed the expansion of last year." Now, if
this is not a blanket ceiling, if it is not some
sort of a ceiling, I do not know what it is. And
if it is a ceiling, this has been caused because
earlier during the year which has passed, the
banks' expanded credit was beyond what they
had done a vear earlier. During the
corresponding period, the
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figures are that in the busy season Rs. 875
crores credit expansion was given, and during
the slack season, it was Rs. 540 crores.
Assuming that this was against the advice of
the Reserve Bank, the question is that if a
particular person fattens himself because of
over-eating, does the government or the hon.
Minister think that the remedy of it is puting
him in a tight straight-jacket which is measu-
red according to the original size? This would
not be in the interest of the economy just as
over-eating was not in the interest of the man's
health. So, Sir. my pointed question to him is
this: Would he kindly tell us—if this is known
to him, as it must be—whether it is not a fact
that two. things have t, be taken account of in
this matter first, the increase in the prices, so
that the same amount of credit advanced today
would mean something like 15 to 20 per cent
less in real terms than what it meant la'3t year.
So, would it be advisable or by any means
justifiable to stick to the same monetary
figure, particularly when we are claiming with
some justification that the country's industry is
picking up. If it is pickkng up. does it not
mean that to that extent the credit needs are
also expanding and to that extent you have to
allow a higher credit level? If that is not taken
care of, does the hon. Finance Minister not
agree that this credit shortage may become a
new bottleneck in our efforts to expand
production?

Nmber two. Sir, I would like to pointedly ask
him if he is aware that according to a circular
issued by the Bank of India, I am refering to a
specific bank, on the 1t2h January, all fresh
advances have been totally stopped and bank
managers have been asked to suspend all ad- -
vances except for those covered under the 20-
point programme. Now the 20-point programme
has yet to be. I suppose, defined specifically for
the
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purpose of advances. And, at the same
time, they have been askd to review the
existing loans and take appropriate steps
to cut down those loans also where they
do not come up to the required standards.
If this Is a fact, does it not mean that
there is & very stringent credit squeeze
and i am referring to this in the context
>ofwhat the bank is telling small units,
not the Tatas or the Birlas or big parties,
who, in any case are able to took after
themselvs? Sir, this is with regard to the
Bank of India. And, the second bank I am
referring to is the State Bank of India. %
respect of that bank the powers given t,
the branch managers to give 4oans up to
Rs. 1 lakh or Rs. 2 lakhs have been
withdrawn by th, head office which again
means that all the local, on the spot
decisions which could earlier be taken by
the branch managers they are now not
capable of taking those decisions, which
will mean so much more credit squeeze
for the small units.

The third point, Sir, I wish to ask Mm is
in respect of the marginal farmers and
small farmers and the people like that.
Under the IRDP Rs. 4,500 crores help i
provided for ia the plan, which means Rs.
900 crOres a year. In thig Rs. 900 crores,
Rs. 300 crores iy Government subsidy and
Rs. 600 crores is bank loan. But, Sir, this
subsidy is tagged on to the bank loan, so
that the subsidy is given only when the
bank agrees to advance a loan. The fact
of the shatter is that if the bank does not
advance the loan, subsidy also is not
available. I would pointedly ask *he last
two years, and, if it is not much subsidy
has been given during the ast two years,
and, if it is not <4 fact, which is my
information, that not more than 50 per
cent of the subsidy has been naturally
given to these farmers—small farmers
marginal farmers, because the banks have
not found it proper or advisable to
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give the loan without which the subsidy
also is not available to them.

Lastly Sir, is it not a fact th&t some
very large establishments are being
financd with vengeanc BO to say? For
example, now in Delhi we have large
multi-storeyed hotels coming up, to
which something like Rs. 400 crores are
reported to have been advanced by way
of loan, Now. whre are these Rs. 400
crores of loan going to come from? I it
not a fact that these have been made up
by depriving the smaller units, which do
not have political leverage, who eannot
influence the people “ho take decisions
and therefore the small units in industry
as well as in commerce a well in
agriculture are being squeezed out, forced
out of the credit market. And the hon.
Minister presently does not seem to have
even sympathy for them; at the most, he
may have some lip sympathy or a general
assurance. I would like him to examine
whether it is not a fact that two much of
credit is being given to som, very large
luxurious things like the Palace on
Wheels; maybe, the railways have not
taken money for it; but these palaces on
foundations have taken lot of money: I
would like him to examine whether this
does not mean so much less credit
availability for smaller people.

SHRI PRANAB KUMAR
MUKHERJEE:  Sir, at the very
outset, I would like -to point out +hat
something is specificallv wrong with mv
old friend, Dr. Bhai Mahavir. I do not
know what the reasons are Sir. even when
Mr. Hegde made a point, he
completely  misunderstood me and
completely interpreted wronglv ~ and
put words into my mouth which I did
not say.

DR. BHAT MAHAVIR: I just missed
the word 'deliberate’ you mention ed.
there was nothing intentonal in that; but
here...
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SHRI PRANAB KUMAR
MUKHERIJEE: Here is another miss; and
when you missed another word, you tried
to read too much in-between. When I say
as to why suddenly the banks are
tightening their belt, it is mainly because
in the first place, they were a little li-
beral. And Dr. Bhai Mahavir, you just
read your own observation quietly when
you get the draft tomorrow that as if |
wanted to pass on some insinuation to
my predecessor. It is not so. This is too
much to read. And that is not fair also. In
a Parliamentary forum and in a
discussion, it is not fair. As Minister in
charge of Finance, the responsibility i,
mine, and that I wanted to point out and
the question of distinguished predecessor
does not arise.

DR. BHAI MAHAVHI: Never
did T say that you said so. I only
said that by implication it meant
that you are carrying the baby of
your predecessor, which  means
something...

SHRI PRANAB KUMAR MUK-
HERJEE: This is wrong. This iy my point
that you should not bring in implications
here, and that i, unbecoming of you; I am
sorry to say, because from what I said,
nobody did have that feeling of what you
said. It is little unbecoming. This is my
point, it is not fair. That is why I said I do
not know what has happened to you.

DR. BHAI MAHAVIR: Nothing; only
you have become a little more touchy.

SHRI PRANAB KUMAR MUK-
HERJEE: Why should you bring these
things when we are having , discussion
and when I am quite clear, and you
understand it. You should not have
brought in any such implications. Why
should you bring In
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such implications? What do you mean by
that implication? And if you have that
implication, what i the point of
mentioning it on the floor of the House?
If you want to mean that I thinly
criticised my predecessor, it is absolutely
wrong. Neither did I nor anybody else
who listened to me, had that feeling
except you. This is what I wanted to get
registered and to keep the record straight.

You mentioned about that circular.

SHRI SHIVA CHANDRA JHA: Your
predecessor deserved this criticism for
supporting Mr. Antulay, and there was a
privilege issue.

SHRI PRANAB KUMAR MUK-
HERJEE: Mr. Jha, everyone of us
deserves criticism so far as Mr. Shiva
Chandra Jha i concerned. There is no
doubt, and we gladly accept any criticism
you make against us.

Sir, in regard to RBI circular that he
mentioned, I am sorry to repeat the
answer. | did never say that there is no
credit control or no restriction on the
credit. What the RBI wanted to
emphasise upon in the circular is that if
you want to restrict the credit—and when
the hon. Member mentioned of the
circular, I feel that h, has gone through
it—upto the beginning of the busy season
or by last Friday of October, they make
calculations and they said that their credit
expansion has increased substantially in
the various sectors. Therefore, if you
want to be within the ceiling limit for the
year concerned, you shall have to be
careful. This was the message which was
sent through this circular and even in that
circular, it wa, pointed out that within the
particular parameter, the priority sectors'
requirements will have to be met fully
and that they should evolve their strategy
in that way. Therefore, 1 do not feel that
there is any inherent contradiction in this.
A? has been pointed *'t by Dr. Bhai
Mabhavir.
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Then, Sir, in regard to the subsidy, I do
not have th, figure. The hon. Member
wanted to know the figure in relation to
subsidy for the last two years, given to
farmers. I do not have the figure with me
readily. If th, hon. Member is interested,
he can put a separate question and I will
answer it (Interruptions)

DR. BHAI MAHAVIR: My question
is, as a policy, is subsidy conditional on
the bank giving appropriate
loan to a small or a marginal farmer?

SHRI PRANAB KUMAR MUK-
HERJEE: Definitely. Otherwise, how
would they be able to utilise the subsidy?
How would they be able to utilise the
credit? Credit iy not meant just for
throwing away the money. Your
contention is that, because subsidies are
not available, bank credit is not made
available, or, otherwise, bank credit is not
made available and, therefore subsidies
are also not made available. This position
I will have to check up. I can pass on the
information after getting it.

In regard to th. third question. about
the palaces and other things, which he
has mentioned, I gave him the figure. I
have given the figure in regard to the “'al
credit which has been made available to
the large and medium industries. I do not
know whether th, palaces or cottages are
being constructed out of this. I do not
have the separate figure in regard to this
(Interruptions’)

DR. BHAI MAHAVIR: Sir, h, has
answered all the points. But he has
missed one point. I would like to know
whether the State Bank of India has
withdrawn powers from the branch
managers.

MR. DEPUTY CHAIRMAN: He has
already replied to this question. He has
said that he is examining it.

SHRI PRANAB KUMAR MUK-
HERJEE: I have already explained this
point. I have said. w, are examining it.
The Reserve  Bank of
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India has been asked to examine whether
any such decision has been taken or
whether any hank has issued any such
instruction, either by withdrawing the
delegated power or by imposing any
blanket ban. I have already replied to this
question.

REFERENCE* TO THE
DIFFICULTIES AND
PROBLEMS BEING FACED BY
SILK GROWERS AND WEAVERS
OF KARNATAKA

MR. DEPUTY CHAIRMAN: Now,
we take up Special Mentions.

SHRI M. BASAVARAJU (Karna-
taka): Mr. Deputy Chairman, Sir, I would
like to draw the attention of the
Government to the difficulties and
problems being faced by silk growers and
weavers of Karnataka as a result of the
propsed import of raW silk and improper
distribution of silk yarn to the weavers,
threatening the silk industry and the
shrink in the export of silk finished
goods.

REFERENCE TO THE REPORTED
PRE-MATUCRE RETIREMENT
SOU* GHT BY THE DIRECTOR,

LAL BAHADUR NATIONAL

ACADEMY OF ADMINISTRATION,

MUSSORIE.

SHRI P. N. SUKUL (Uttar Pradesh):
Mr. Deputy Chairman, Sir, I would like
to draw the attention of the Government
and this House to a very important matter
relating? to public service and public
morality. As a result of the Government's
refusal to take action against an IAS
probationer of the Lai Bahadur National
Academy of Administration at Mussorie,
who had attempted to rape a lady
probationer from Kerala at pistol point,
Mr. P. S. Appu, the Director of the
Academy and a former Chief Secretary of
the Bihar Government hag reportedly
sought premature retirement from
service. Mr. Appu, who has still two year,
more



