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Busy Season Prospects 

THE end of September may be 
said to mark the end of the 

slack season of 1952 and the begin
ning of a new busy season. It 
wou ld be interesting to speculate 
about the prospects of the coming 
busy season. What wi l l be the 
magnitude of the demand for bank 
funds? W i l l the banking system be 
able to meet it w i thout any undue 
strain? If not, what should the 
central banking authorities do? 

Since the busy season is concern
ed mainly with the financing of the 
movement of crops, we can estimate 
the magnitude of demand for funds 
by some reference to the volume 
of crop that w i l l be offered for 
sale. However, we have no figures 
of the magnitude of crops moved 
and, hence, cannot estimate the 
value of the crops and the demand 
for funds. This diff iculty can be 
circumvented, if instead of trying to 
know' the value, we try to compare 
this year's crop w i t h that of last 
year. 'This enables us to say roughly 
whether the demand for hinds is 
going to be larger or smaller. The 
crop situation this year does not 
seem to be substantially different 
f rom that of last year. Earlier 
hopes of a bumper harvest due to 
good rainfal l have been dispelled 
subsequently and there have been 
the usual scarcity and flood-affect
ed areas. From this we should not 
assume that the value1 of crops wi l l 
be the same. For, prices on the. 
whole are lower this year, the 
Reserve Bank's index of wholesale 
prices of agr icul tural commodities 
being 483 for August 1951 as 
against 569 for the same period 
last year. It would appear that, the 
value of the crops that w i l l move 
this year w i l l be appreciably lower 
than the value last year. 

The busy season's demand for 
funds is- in addit ion to the normal 
demand f rom industry, internal 
trade and foreign trade. To know 
the net impact we. have to f i nd 
out whether these demands wi l l be 
higher or lower than last year. 
Industr ia l product ion seems to be 
at a higher level this year. In 
August 1951 the index of industr ial 
product ion stood at 116. It began 
to rise f rom August and reached a 
peak of. 131 in Ap r i l 1952. There 
was a decline in the next two 
months, due perhaps to the ner
vousness in the commodity markets, 
and a rise again in July. Even if 

this level of industr ial product ion is 
maintained, the increase in the 
demand for funds f rom industry 
wi l l not be very great. Again if 
production and employment are at 
the same level this year as last 
year- wh ich is rather too much to 
assume the volume of internal 
trade w i l l remain more or less the 
same. 

Wha t are the export prospects 
this winter:? The most important 
factor in the situation is that the 
international price level has gone 
down and that the earlier sellers' 
market is becoming a buyers' mar
ket. Jute manufactures may, there-
fore, encounter some resistance, as 
prices are still too h igh. The conti
nued nervousness in jute prices at 
Calcutta seems to indicate this. 
Since the commodity situation has 
been easing all over the wor ld , oils 
and oilseeds, hides and skins and 
tea may still be exported in large 
quantities, but not at high prices. 
In the case of cotton manufactures, 
competit ion is likely to he keen, 
even though Ind ian textiles may 
not be easily priced out. On the 
whole, therefore, it would appear 
that our exports may be mainta in
ed in volume but w i l l be smaller 
in value, this year. 

On the other hand imports also 
are likely to be smaller in magni
tude and value. Food imports wil l 
not take place on the same scale 
as last year as we have larger stocks. 
Similar ly, the restricted imports 
policy announced for the second 
half of the year wi l l mean a smaller 
volume, of imports;. The net deficit 
in the balance of trade is also 
likely to be smaller than last year's. 

From all these factors, it would 
appear that the demand for funds 
dur ing the current busy season wi l l 
be somewhat less than that last 
year. That is not to say the strain 
on the banking system wi l l be 
smaller. The latter would depend 
upon the total money supply as 
well. Money supply has declined 
dur ing the twelve months from 
August 1051 from Rs 1,880 crores 
to about Rs 1,760 crores in August 
1952. Now, if the transactions velo
city of money remains the same 
and there is reason to believe that 
the scope for increase, is little- a 
greater volume of work can only be 
done wi th a greater volume of 
funds. Hence even though there is 
nomic situation, the demand for 

funds f r om the banking system is 
likely to be greater. 

The abil i ty of the banking system 
to meet this increased demand 
depends upon its cash posit ion, the 
volume of its 'securities wh ich it can 
sell in the open market for cash and 
assets against which it can borrow 
f rom the Reserve Bank. The cash 
posit ion of scheduled banks is com
paratively weaker at the beginning 
of this busy season than last year. 
The cash ratio of Scheduled Banks 
has fallen f rom 12.7 per cent in 
October last year to 11.5 per cent 
in September this year. Since 
banks can al low the cash ratio to 
go down only up to 9 per cent, the 
scope for expansion of credit this 
year w i l l be correspondingly less. 
T h e holdings of securities also are 
more or less at the same level as 
last year. More important perhaps 
is the improbabi l i ty of the exchange 
banks transferring any funds this 
busy season and using them as the 
basis for deposit creation. This 
inlet may not be available as the 
short term money rates in the 
London market make this transfer 
unprofitable. Hence the demand 
tear credit can be met. only if the 
Reserve Bank is prepared to rein
force the l iquidity position of banks 
not only by lending against usance 
bills hut also by open market ope
rations. 

Programme Evaluation 

The Communi ty Development 
Administrat ion has set up a Pro
gramme Evaluation Organisation in 
order to evaluate the work and 
progress of community development 
programmes. This is an independ
ent organisation under the Plan
n ing Commission, financed by the 
Ford Foundation of America. Prof 
Karve has been appointed the first 
Director. Those who were keen on 
an independent cheek-up and pro
gress report on communi ty develop
ment w i l l now get i t , thanks to the 
munificence of Henry Ford. 
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