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their increasing expenditure. As the
Jha Committee recommended against
such a proposal, I would like to know
whether the Government would give
a serious consideration to the resources
of the States and their ability to meet
thelr needs by a manipulation of their
tax system. I would like to know
whether the Government has commit-
ted itself to this proposition.

SHR] H. M. PATEL: If the hon,
Member has seen the Janata Party’s
manifesto, it is clearly stated there
that the sales-tax will be replaced.
We want to persuade them to accept
the replacement of sales-tax by excise
duty. But then it will be done in
such a manner that the State Govern-
ment 4o not lose their ~xpectation of
incremental increase in the sales-tax.
1 is not beyond the realm of possibi-
lity to organize some such arrange-
ment because some States have a fas-
ter incremental rate and others have
a slower one and that could be taken
care of in the way in which we can
work this out, provided the principle
is accepted by the State Governments
that they would be willing to accept
it if we can satisfy them that they
will not lose on this and that the elas-
ticity aspect would be taken care of.
But, as I said, the principle has to be
aerepted by them, and they must have
cemplete confidence in our good faith.

Rate of interest charged by RB.I, for
Agricultural Finance

*82. SHRI DARUR PULLAIAH:
Will the Minister of FINANCE be
pleased to state the rate of interest
charged by the Reserve Bank of
India for the agricultural finance and
the rate of interest in turn charged
by the Cooperative Banks?

THE MINISTER OF FINANCE
(SHRT H. M. PATEL): For short-
term agricultural loans the Reserve
Bank of India charges interest at 207
below the bank rate (at present
99.) on borrowings of the State Co-
operative Bankg on behalf of the
Central Cooperative Banks. For
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medium-term agricultural loans the
rate of interest churged is 139, below
the bank rate,

The rates of interest charged to the
ultimate borrowers by cooperative
societies for short-term agricultural
purposeg generally range between 11
and 144 per cent per annum except
that in the States of Gujarat, Mahgras-
htra and Madhya Pradesh the upper
limit extends to 14.75 per cent, I5 per
cent and 16.25 per cent per annum res-
pectively,

SHRI DARUR PULLAIAH: May I
ask the hon, Minister 10 state what
steps Government propose to take te
reduce the rate of interest, which gets
increased in the transit and which is
normally charged by the apex bank
and Central Cooperative Banks—it
gets increased by the time it reached
the society or farmer level.

SHRI HM. PATEL: The gap does
nog appear to be excessive 1t you take
into account the fact that the cooper-
ative bank’s tunds are not only der-
jved from the Reserve Bank but they
are also raised by themselves from
deposits and other methods, and
they have io pay a larger interest,
larger than seven per cent at which
they get from the Reserve Bank, for
45 per cent, and 556 per cent of their
resources come from deposits on which
they pay eight per cent and some-
times even upto nine per cent. That
being so, the rate at which they would
actually give to the farmer is bound
to be higher. As I have said, so far
as my information goes, for short-term
agiicultural purposes the rate ranges
from 11 to 14} per ceni except in
three Stateos, and even in thoge three
States also it is not much: in Gujarai
it is only 14.75 per cent, that is, 0.5
per ceni higher; in Maharashtra it is
15 per cent; and in Madhya Pradesh
it is a little more, namely, 16; 25 per
cent,

SHRI DARUR PULLATAH: May I
know what steps Government propose
to take in view of the fact that many
of the socleties have hecome defunct
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and there is a credit gap in the villa-
ges. Even the credit given by the nat-
ionalised banks 15 not going beyond
ten kms. and even within that, they
are not giving to marginal and small
tarmers. There is a lot of gap in the
agricultural sector. May I know what
Government propose to do to extend
credit to small and marginal farmers,
so that sgriculture can be carried on
effectively and we may have more
production in the country?

SHRI H. M. PATEL: This is undou-
btedly, a point which is a matter of
serious concern with the Government.
But your question was with regard
to cooperative banks. In addition ta
the cooperative banks, the nationali-
sed banks and commercial banks are
also going now in a bigway to extend
credit Lo meet the agricultural re-

guirements. There are also regional
rural banks.
But I think the hon. Members

should realise that it takes time to
develop this thing. 1In the Rural
Credit Survey Report which appeared
sometime in 1853 or 1954 they said
that the agricultural credit require-
ments which cooperative societies are
meeting comes to about 3 per cent,
The cooperative structure had been
In existence for a number of years
by then. But noyw the cuoperative
banks are meeting agricultural re-
quirements to the extent of 25 per
cent. So, there has been a consider-
able increase. (Interruptions).

But so far as nationlised banks are
concerned, they have reached up to
10 per cent of their total advances
in meeting the agricultural require.
ments but they have been told to go
on extending their operations so that
they reach up to 38 per cent of their
advance for meeting the total credit
requirements of Priority Areas, As
soon as they succeed in doing so, a
very substantia]l] percentage of the
agricultural credit requiremenis will
have been met Institutionally. But 1
must say that it will take time.
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PROF, R. K AMIN: The hsn
Minister has stated that in some States
a higher rate of interest iz charged
than what is charged in other States,
May I know fram the Minister why
different rates are charged in Guja-
rat, Maharashtrg and Madhya P~
desh?

Secondly, may 1 know what is the
actual cost of the credit to the farmer
after meeting the legitimate and ille-
gitimate charges and whether, at thia
cost, it is economical for the farmers
to get credit. If it is not would e
reduce the rate of interest?

SHRI H. M. PATEL: I think the
Hon, Member has answered the ques-
tion himself, As 1 said, so far s
institutional credit is concerned, over
35 per cent is being met by the insHi-
tutions.  So, the farmer has to rely
for a much larger perceniage of khis
requirements on other sources like
money-lenders etc, whom they have
to pay a much higher rate of interest.
So, it is not the rate of interest he
has to pay to the cooperative bank
which should worry the farmer but
the rate of interest he has to pay to
the other sources.

The hon. Member asked me what
rate of interest he really has to pay
after the legitimate and illegitimate
charges have been met, For that, 1
would rely upon him to furnish me
that information as to what he has to
pay. I can only say this that it
will be the endeavour of the Gov-
crnment to try to see ihat the re-
quirements of agricultural credit by
farmers are met to an increasing em~
tent through commercial banks and
cooperative banks.

PROF. R. K. AMIN: You have
not answered why this difference in
rates is there in the three States mem~
tioned.

SHRI H. M. PATEL: As I have
already explained, the cooperatiwe
banks draw up to 55 per cent of ihe
maoney aveilable to them for disbur-
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sal, snd for the rest they draw on
the Reserve Bank. That iz why there
will be some difference in rates. But
1 must say again that the Reserve
Bank does not regulate the rates on
these advances so far as cooperative
banks are concerned.
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SHRI H. M. PATEL: If the hon.
Member means to say that the farmer
should get loans at a lower rate of
interest than the traders and indus-
tries, I would say that it is a sugges-
tion which can certainly be considered.
But as T said, today efforts are made
to reduce the burden of interest on
the farmers, and the real point should
be and which should concern them,
is that whatever the farmer has to
pay should be taken into account
when he is paid for what he pro-
duces. That is why, the pressme of
the farmers is that they are given
adequate price for their products.

SHRI ANNASAHEB GOTKHINDE:
Taking into consideration the fact
1hat the World Bank a:sistance
ithrough International Development
Agency to the Government of India
for agricultural development purposes
has been made available at the nomi-
nal service charge below one per-
cent and having a long repayment
period of thirty to forty years, at
what rate is this aid passed on by the
Government to Agricultural Refinance
Development Corporation? Then. at
which rate this Corporation passes on
this loan to the land Development
Banks? If the Government is going
to charge lesser interest from the
Agriculture]l Refinance Development
Corporation, then this would alone
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help the farmers to take loan ai lesser
rate of interest. What is the reac-
tion of the Government?

SHRI H. M. PATEL: There is a
certain amount of misunderstanding
about the World Bank assistance to
the Government of India for agricul-
turg)] purposes. This aid is for gene-
ral agricultural development and not
for the purposes of giving to Agricul-
tural Refinance Development Corpora-
tion. I think, perhaps the hon, Mem-
ber is unaware and I should have
mentioned it earlier that the nation-
alised banks have been asked to give
to small and marginal farmers loans
upto the extent of half per cent of
their total advances at 4 per cent rate
of interest.

SHRI ANNASAHEB GOTKHINDE:
Sir, my question has not been answer-
ed,

MR, SPEAKER: In fact, your
question does not arise from the main
Question.

SHR]I YASHWANT BOROLE: The
method of charging intcrest from the
farmers has been changed by the Re-
serve Bank. Formerly, it was calcu-
lated on six-monthly basis; now it
has been converted to monthly basis.
I would like to know if the Govern-
ment is aware of this facl and if any
representation has been received by
them 1in this respect on behalf of the
small farmers.

SHRI H. M. PATEL: The Gov-
ernment is aware of the fact that
these instruetions have been issued.
The Government has also received re-
presentations and the same are being
considered, -





