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<a, whetbfr thcro il • propes. I under 
tbe oonsi4eratioR or Government to 
fta t ioa.Use sOll1e more b¥b which are 
pr.,eatly runniOlllnder private sector; 
and 

(b) if so, the details thereof 1 

THE MINISTBR OP STATE IN 
THE MINISTRY OP PINANCE (SHRI 
JANARDHANA POOJARY): (a) NOt 
Sir. ~ 

(b) Does not arise. 

Interett rates for short terlD deposUs 

·76. SHRI KAMLA PRASAD 
SINGH: 
SHRI B B. RAMAIAH: 

Will the Minisfer of FINANGE be 
p1eased to state; 

(a) whether it )9 a fact tbat the 
Reserve Bank of India has issued a 
directive to tbe banks to rai8~ interest 
ra tes fpr short· term deposi ts ianorlol 
the objections of the banks ; 

(b) the likely additional COlt burden 
00 the banks OWlDa to this increase; 

(c) whether his Mioistr), hal gone 
into the pros and cons of increasing 
interest rates ; 

(d) whether the scheme was meant 
to give a boost to (oreian bankins ope· 
rations in the country; and 

(e) tbe reaSODS for withdrawinl the 
scheme suddenly within almost a month 
or its introduction 1 

- THB MINISTER. OF STATE IN 
THB MINISTRY OP PINANCE (SHaI 
JANARDHANA POOJARY): (a). (b). 
(C) and (e) As per the provi.ions con-
tained in the Baokin. R.eaul.tionl Act. 
1949. the power to determi De in terest 
rate. 00 bank deposita \'t',t. with Reserve 
Bank of India. AI aad when t:tccessar, 
tbe Oover.or. lUll. c:ODVO.... meedDI' 
of Chi" Bdcudvea of baaJy to dileu" 

. varlOUI prop •• " reladlll to endl, aod 
I ..... ' rat • .-Ilot ... Tho .BI.1dlOUIICC4 

the credit policy Illtasures fo.r tbe ae'" 
hal' of 1915·86 after the meodll,', qf, 
Chi.f Execu,jvel of major .chedu.l,d 
commorcial banta held 00 6.4.85 A~ 
a relult or tbese measurel, with .fI'eQ' 
fro'u April 8, 1985, individual bank. 
were liveD freedom to fix iDterett rates 
within the prescribed cellini ot 8% f.r 
deposits of maturities of more tbaa I 

1.5 day. but of leiS than one year. 

The total cest of funds mainly 
depends upon maturity structure of 
now deposits, shift from Jong term to 
short term deposits and vice·versa, in. 
terest rate on various maturitie., ef~. It 
is therefore not feasible to estimate the 
additional cost, if any, resuldna rroen 
the mea,ures announced on 6.4.85. 

After lh. introJu~tjon of these me". 
lures it was noticed by RBI that the 
above scheme, which was de~igned to 
bring in uDt3pp~d resources into the 
banking sys tern and a Iso 10 impart a 
certain degree of B~xiblHty to banks 
for better manaaemeot of deposit port-
folio, was not proceeding on the Jines 
envisaged Some banks started offering 
a rate of 8% even for maturities of IS 
days and the other banks simply folJl)wed 
luit. After a review the Reserve Bank , 
therefore. d~cided 10 withdraw the dis· 
cretion bestowed on banks and fixed 
specific interaet rates for five maturity 
intervals below one year within th: 
ceilinl of eiaht per cent fixed earlier. 

On monetary and credit policy 
matters, includinl matters pertaioiol 
to interest rate structure, coo;ultation'J 
are held betwc",n tbe Govornment and 
ReMrve Bank or India as and when 

- required. 

(d) No, Sir. 

Agreement wltb Japan (or transfer 01 
. lI'gb technology 

.'7. SHRI BRAJAMOHAN M()' 
HANTY: Will the M~Qi.t.r ot COM· 
MBR.CS be pleased to Itate : 

(a) whether any agreement is uneler 
lMIotJation wi th Japan for transfer of 
bip techooloa)' aad wl\e&b.r It iachl4 .. 


