3895 Statement re:
Enhancement of Bank Rate
Modification of Credit

Control, etc.

additional doses of deficit financing in
the light of the tight position on the
supply side would only aggravate an
already serious situation.

i had mentioned earlier that the
operations of the private sector were
no less significant in bringing about
the present imbalance between the
rate of monetary expansion and real
output growth. This also calls for
vorrective action. This has been
vngaging the Reserve Bank's atten-
tion and on a3 review of the present
situation the Reserve Bank has decid-
ed to raise the Bank rate to 5 per cent
with immediate effect.

In addition, the existing mechanism
of credit control ig being modified.
Hitherto the borrowings of scheduled
banks from the Reserve Bank were
being regulated through a system of
quotas. The Reserve Bank has now
decideq to introduce a system under
which the cost of commercial banks’
borrowings from the Reserve Bank
will be linked to the actual level of
credit extended by the commercial
banks in relation to their own
resources. Thus, the emphasis will be
on increased cost, rather than a direct
restriction of the availability of credit
from the Reserve Bank, to secure the
needed restraint. In this way,
genuine productive requirements of
the economy will not be affected.

The capacity of the banking system
to meet the growing credit demands
of an expanding economy will essen-
tially depend on the success with
which it can increase deposits. The
present narrow spread between the
interest rates on short ang longer
terms deposits is not conducive to the
process of deposit mobilisation. The
Reserve Bank is, therefore, simul-
taneously taking steps to introduce a
more orderly deposit rate structure
under which the rates on longer term
deposits will become relatively more
attractive to the holders and thus
assist deposit mobilisation.
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Mr. Speaker: Motion moved:

“That the Bill to make provi-
sion with respect to the use of
eyeg of deceased persons for the-
rapeutic purposes, b. taken into
consideration.”
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Shri Kapur Singh: Everybody is
not a proud Thakur like Shri Yashpal
Singh. There are poor unassuming
people like myself who would not

mind accepting a gift like that if they
needed it.
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The Lok Sabha then adjourned till
Eleven of the Clock on Monday, the
September 28, 1964J’Asvim 6, 1886
(Saka).
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