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PROF. D. P. CHATTOPADHYAYA: 
Thc CCrs policy is to purchase cotton 
as for as possible directly from the gro­
wers. There may be some cases where 
it may be possible that they may have 
purchased from thc middlemen. But the 
policy is to purchase as far as possible 
lrom the growers directly.

SHRI S. R. DAMAN1: The hon. Minis­
ter has mentioned about thc quantity that 
the Coiporation is going to purcha.se, or it 
has decided to purchase. May T know 
fiom thc Minister whether along with thc 
quantity, any price has also been fixed 
for the purchase of cotton from thc various 
St.ites? If so, what are the details in this 
icgard?

PROF. D. P. CHATTOPADHYAYA: It 
is a very large question. Sir. ft is a very 
important question, 1 don't contest that. 
Hut 1 am supposed to answer the ques­
tion about thc financial difficulties of 
cotton weavers. Jf he writes to me about 
this thing I will be glad to collect and 
supply him thc information.

SHRI S. R. DAMANI: He has men­
tioned about the quantity. I would like 
to put a question with reference to that 
only. At what price they are going to 
purchase? That is what 1 asked. Has 
that policy decision been taken in the 
matter? My question is connectcd with 
the reply which the hon. Minister has al­
ready given in this regard on the floor of 
the House about the quantity.

MR. SPEAKER: The scope of the 
question was a little expanded by the first 
gentleman who put the question Shri Y.P. 
Mundal. He went to Gujarat and other 
places. In spite of the fact that I invited 
his attention to relevancy you replied to it 
and how you are the victim of your reply. 
You can better answer it now.

PROF. D. P. CHATTOPADHYAYA: 
The CCI decides its price policy from time 
to time depending upon its own commer­
cial intelligence and commercial judgment. 
There is no uniform price for all the 
States. There are States like Maharashtra. 
Till a few days back there was monopoly 
purchase price. So. it all depends upon 
the commercial intelligence and commer­
cial information available with the Cotton 
Corporation.

Financial ventures by Banks for Power 
Generation and Housing Programmes 

+
’47. SHRI M. RAM GOPAL REDDY:

SHRI JK. MALLANNA:

Will the Minister of FINANCE be pleas­
ed to state :

(a) whether the Governor of Reserve 
Bank has told thc States that thc banks 
could not finance ventures like power gene­
ration programmes and housing because 
of great pressure on bhnfc resources ;

(b) whether the State Government re­
presentatives have sought further accelera­
tion of credit to priority sectors, faster 
branch expansion in rural areas and liberal 
linancing of industries in backward areas; 
and

(c) if so, the reaction of Government in 
this regard?

THE MINISTER OF STATE IN THE 
MINISTRY OF FINANCE (SHRI K. R. 
GANESH : (a) to (c). A statement is 
laid on the Table of the House.

Statement
Presumably the hon. Members are re­

ferring to the views expressed by the Gov­
ernor of thc Reserve Bank and the repre­
sentatives of the State Governments at the 
Second Meeting of the Regional Consulta­
tive Committee for nationalised banks for 
the Northern Area held at New Delhi on 
thc 2nd January, 1974 under thc Chair­
manship of the Union Finance Minister.

At this meeting the Governor referred 
to the increasing commitments of the banks
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in subscribing to the market borrowings of 
the Central and State Governments and 
their corporate bodies and in meeting the 
credit requirements of the priority sectors. 
Against this background, the Governor felt 
that it may not be possible for the banks 
to lend substantially for power generation 
schemes and housing programmes, many 
of which may not be strictly bankable, 
except indirectly though subscription to 
the market bonds that may be floated by 
these bodies.

At this meeting the representatives of 
the* State Governments stressed the need 
for opening more bank offices particularly 
in the rural and unbanked areas and for 
stepping up flow of credit to priority sec­
tors and for industries in backward areas. 
These are all accepted objectives and it 
has been and would continue to be the 
endeavour of the banking system to 
achieve them.

SHRI M. RAM GOPAL REDDY: Thc 
Minister said ‘for power generation 
schemes and housing programmes, many 
of which may not be strictly bankable’ etc. 
This is what he says in the statement. May 
I know about thc details of the amounts 
which have been advanced to these two 
institutions? If so, what is the experience?

SHRI K. R. GANI'SH: Sir, immediately 
I do not have thc facts. The question 
relates to certain discussion which took 
place in thc zonal Committee of the Nor­
thern Consultative Committee in Delhi. 
The question related to certain representa­
tives of States demanding credit from the 
commercial banks for housing, for gene­
ration of electricity and electricity distri­
bution purposes.

He is asking a specific question whether 
any advance has been made at all. I do 
not have the figures with me at the mo­
ment. But. I can supply the same to him.

SHRI M. RAM GOPAL REDDY: Yon 
said that it is not strictly bankable. What 
do you mean by this?

SHRI K. R. GANESH: It means that 
the banks have got money to be made 
available to various sectors. Electricity as 
well as housing are the long gestation 
period projects. The banks would very 
much like to roll their money as early as 
possible. The general strategy of thc 
banks has been to finance short-term pro­
jects and to give working capital. The 
Reset ve Bank of India's Governor had 
said that for these Jong term gestation 
period projects like housing and electricity 
funds are available in other sectors, i.e. 
in planning and various other things under 
the State Governments. It may not be 
possible for the commeicial banks to do 
so. A certain liquidity ratio has also been 
fixed for the commercial banks to financc 
the projects.

SHRI M. RAM GOPAI RF.DDY: Sii. 
the Minister has said that the Ministers 
from the States have requested the Reserve 
Bank to open more branches in ruial 
areas. But, while opening the banks in 
the rural areas,, arc they also taking am 
precautionary measures to avoid thefts and 
other things. In Andhra Pradesh, recently a 
sum of Rs. 6 lakhs had been looted from 
the rural bank. So, I want to know from the 
hon. Minister what is the policy in this 
regard? While opening the branches in 
the nual areas, whether any precaution 
will be taken to give protection to the 
employees in thc rural branches.

SHRI K. R. GANESH: This question 
is not understandable because the demand 
is to open more and more banks for the 
improvement of the country’s economy. 
According to that policy, more and more 
banks are opened in the raral areas. And 
commercial banks are also going into the 
rural areas. A majority of the banks have 
been opened in the rural areas after na­
tionalisation. He is raising a specific 
question about thefts and security and 
vigil to be given to those branches. They 
would have to be dealt with in that frame­
work.

sft fT H lR  fliwH : arwr$r qrf M . 
w e  ^  stpt m ’tm  4  s ttc tA
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SHRI K. R. GANESH: Whatever re­
sources an* available with commercial 
b inks those will have to be allocated 
.ucoidinp to ccitain priorities. There are 
P'ujutv sectors. Ariculture, small scale 
industry road transport, self-employment 
ek are some ot the priority sectors. 
St me ol the banks have given advances to 
thm Jvcount4ioldets also for building 
houses so that they may be able to main- 
t.un the surplus available money to them. 
I tannot indicate any strict policy in re* 
Paul to this as it would depend upon the 
«i\ ailable resources and the allocation to 
various sectois. In thc interest of the 
o'onomv. it is necessaiy that it goes imme- 
ilMtch to the prioiity sectors.

SHRI K. LAKKAPPA: Mr. Speaker, 
Su, the very purpose of nationalisation of 
banks has been defeated because of thc 
rctrn' restriction that has been imposed in 
accelerating the process of credit facilities 
in backward areas. For example, restric­
tions have been imposed for agro-based in­
dustries in rural parts of the country. That 
restriction has not been removed.

MR. SPEAKER : Mr. Lakkappa, no in­
troduction please. Please put your ques­
tions.

SHRI K, LAKKAPPA: My point is 
that such restrictions on agro-based indus­
tries will create more problems in the 
already undeveloped areas. So* I would 
like to know from the hon. Minister 
whether he would give an assurance to thc

effect that such restrictions would be re­
moved. Otherwise it will result in dissatis­
faction in the rural backward areas.

SHRI K. R. GANESH: There is no 
lestriction as far as the prioiity scctors are 
concerned.

SHRI K. LAKKAPPA : Restrictions are 
there and loans have not been given even 
for garo-based industries in thc rural parts, 
and all the banks are refusing leant*.

MR SPEAKER: I am very much in 
sympathy with thc hon. Member because 
ior such a long question the hon. Minis­
ter has given a very summary answer. I 
think he canot help it. That is all I can 
say.

SHRI K. LAKKAPPA : I want answer 
foi that question. May I know whether 
there are restrictions or not and whether 
the testrictions are going to be removed?

SHRI K. R. GANESH: I have said 
that there are no restrictions as far as the 
prioiity sectors are concerned.

SHRI M. SUDARSANAM : The ciedit 
squeeze has not achieved the expected re­
sults. In fact, the production is seriously 
affected because of the credit squeeze. May 
1 know whether Government are prepared 
to reconsidei thc position ?

SHRI K. R. GANESH : Credit regula­
tions do not fall within the purview of 
the mam question. If you desire, I shall 
try to reply to it.

MR. SPEAKER : As you please.

SHRI K. R. GANESH : The first thing 
is that it is not chredit squeeze but it is 
a question of the credit regulation and 
planning, and it was very necessary in the 
context of the present situation, in the 
context of controlling the accentuation of 
thc inflationary spriaJ. As far as the 
priority sectors are concerned, as far as 
export is concerned, as far as thc bill 
market scheme is concerned, and for all 
genuine production requirements, it has 
been stipulated that credit will be avail­
able.
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MR. SPF AKl .R : The question should 
not be in this form, namely ‘Because inis 
is so, therefore, that is so', but a straight 
question should be asked.

SHRI K. R. CiANLSH : I do not under- 
stand the hon. Member’s question if he 
is referring to the present credit regula­
tion.

MR. SPEAKER: His question is
whether because the previous loans weie 
not repaid, this has been done.

SHRI K. R. GANESH: Thera is no
restriction of credit because certain loan* 
have not been repaid. These arc ail pro­
vided for in the balance-sheets, and 
various other bad debts are also provided 
for. There will continue to be some bad 
debts. There is no restriction of credit 
just because certain bad debts may be 
there.

SHRI BHAGWAT JHA AZAD : May 
I know whether the concepts of priority 
of the Government as well as of the Re­
serve Bank are one and the same or they 
differ? If they do not differ, how is that 
in the case of power which is so essential 
for increased agricultural production* 
housing which fe the immediate need of 
the people according to the Government 
and the Planning Commission and for 
measures to achieve commanding heights 
of the economy, advances are not being 
made available? For instance, to achieve 
the commanding heights, the Cotton Cor­
poration which as the hon. Minister has

said, purchases cotton from the farmeis. 
has not been given credit facilities for 
increased purchases, though it is running 
at a profit. How is it that the Reserve 
Bank does not allow credit to all these 
three important sectors which according to 
Government are priority sectors? What is 
the concept of Government in this regard 
as also that of the banks? Is there anv 
lack in policy after nationalisation?

SHRI K. R. GANESH : I tried to indi­
cate earlier that the priority sector veil 
known—for direct and indirect financc 
agriculture, small scale industiy. toad 
transport and unemployed persons. This 
is the conccpt which has now been accept­
ed as the priority sector.

As far as the electricity generation anJ 
housing arc concerned, because of the fact 
that for these provisions are also there in 
other sectors, for example, the Planning 
Commission makes allotments and it is 
under the Plan, and availability of finance 
with the commercial banks is affected, and 
recently certain liquidity ratio have also 
been fixed, it was opined by the Reser\c 
Bank in that particular meeting that be­
cause all these are long-gestation projects, 
the commercial banks may not be able to 
go into this.

As for the second aspect concerning 
rural electrification, the question of en­
ergising pump sets etc., the Reserve Bank 
has indicated that it will continue to gi\c 
assistance.

Free Trade Zones

*48. SHRI P. R. SHENOY: Will the 
Minister of COMMERCE be pleased to 
state :

(a) whether there are any “free /ones” 
in the country where industries are allowed 
to sell on liberal terms goods meant for 
\00 per cent export and if so, which are 
those zones and what are the liberalised 
terms; and

(b) whether there is any proposal to 
establish some new “free zones” of this 
type?




