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Selective Credit Controls 
WITH the wi thdrawal by the Re

serve Bank w i t h effect f rom Octo
ber 23 of the ceiling on clean advan
ces imposed on March 11, 1960. the 
programme of d ismant l ing the selec
tive controls on hank advances 
reaches its final stage. In the re
cent past, controls on advances 
against sugar. wheat, raw ju te and 
jute goods have been wi thd rawn in 
stages. True , in each case, the 
special conditions prevai l ing in the 
part icular industry or trade have 
been mentioned in just i f icat ion of 
the wi thdrawa l of restrictions. It is 
also t rue that selective credit con
t rols on paddy and rice, o i l s e e d s -
inc lud ing groundnuts . shares and 
budla operations s t i l l remain, 
Nevertheless, a definite policy of eli
m ina t ing selective credit controls 
seems to have been under way. 

Under the ceiling restrictions 
imposed by the Reserve Bank, 
scheduled banks were required to 
ensure that the ratio of clean ad
vances to total bank advances in any 
month f rom A p r i l 1960 onwards did 
not exceed the ratio prevai l ing dur ing 
the corresponding month of 1959. 
The ceil ing on clean advances was 
thus a l i t t l e flexible. The other 
selective controls. which have been 
imposed so far. have been usually 
in terms of the level of advance-
preva i l ing dur ing the corresponding 
month of the previous year. The 
banks were thus free to increase 
their clean advances propor t ionate ly 
as their total advances increased; 
this freedom they d id not have in 
regard to their other advances which 
were subjected to control . 

Thai the ce i l ing should have been 
wi thdrawn on the eve of the busy 
season confirms that there has been 
some re th ink ing on the basic p r i n 
ciples of selective credit control . The 
Reserve Hanks letter to the banks 
however. merely points out that 
'"control on clean advances as such is 
no longer necessary". Considering 
that the ceiling on clean advances was 
intended to prevent evasion of the 
other selective credit controls and. 
in par t icular , the 50 per cent mar
gin on advances against shares other 
than preference shares which st i l l 
remains in force, this does not 
seem to be quite va l id , pa r t i cu la r ly 
if the inference is that this restric-
t ion was necessary in the past but 

is not necessary any more because 
the circumstances relat ing to clean 
advances have changed. The Re
serve Bank's reference to "the 
higher pattern of lending raters" 
which now forms part of generally 
tighter credit conditions, however, is 
more relevant to the s i tuat ion. On 
that reasoning. there is a strong 
case for the wi thdrawal of all the 
selective credit controls about the 
effectiveness of which there has 
always been considerable doubt. 

The clean advances which could 
not possibly arise from evasion of 

control on other advances were the 
credits extended to the hundi mar
ket. These advances, which were 
secured from the viewpoint of the 
lending banks, were treated as 
'c la im' for the purposes of Reserve 
Bank control . Tins includes advan
ces against Mul tan i hundis. which is 
the mechanism through which the 
M u l t a n i money market has been 
linked to the organised money mar
ket. The difficulties which arose 
du r ing the last busy season in this 
respect are not therefore, l ikely to 
recur this year. 

Back in the Pot 
THOSE who had restrained their 

opt imism at the agreement on 
U Thant 's appointment as the 
United Nations Secretary-General 
have. unfortunately. been proved 
r igh t . The acceptance by both 
Russia and the United States of the 
Burmese delegate's 'name has, in 
fact, advanced the problem hut l i t t l e . 
The core of the dispute persists; 
and it persists, on balance, because 
of the obduracy of the West. The 
Russians have indeed come quite a 
distance from their or ig inal ly f i rm 
stand on troika. Of course, when the 
troika plan had been first suggested. 
Mr Hammarskjoeld was still al ive, 
and the United Nations faced no 
immediate crisis on the issue of its 
General-Secretaryship. The Soviet 
Government was looking 18 months 
ahead. when Mr Hammarskjoeld 
was due to finish his term of office. 
The tragedy of his death forced the 
issue; and it is true that at first Mr 
Khrushchev did seem to be making 
an attempt to exploi t the resultant 
si tuation in favour of t ro ika . But 
only the West was too du l l to see 
that this was not a fixed a t t i tude hut 
one of which Moscow could readily 
be talked out. The Russian Pr ime 
Minis ter ' s announcement about push
ing the troika p lan forward at that 
stage was-something in the nature of 
a lawyer's insincere notice designed 
to establish a position of "wi thout 
pre judice" . Mr Khrushchev was 
giving 'notice that he had not aban
doned his insistence on troika: but 
having done so, he was in the mar
ket for an in te r im deal. This is 
what the Un i t ed States failed to 
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grasp sufficiently: but the supposedly 
less mature Afro-Asians were on to 
it in no time. The result was that 
Mr Khrushchev allowed himself to 
be persuaded wi th relative ease into 
postponing his troika demand and 
agreeing" to an in t e r im appointment 
in Mr Hammarskjoeld 's place. The 
Soviet Premier lost nothing by 
a g r e e i n g - h e had never hoped to 
push troika t i l l the end of Mr Ham-
marskjoeld's term any way. So the 
eighteen months immediately ahead 
were open to negotiation. 

The alternative suggested by Mos
cow at this point was q u i t e a con
cession from the Soviet point of 
view. Perhaps Mr Khrushchev con 
scions of the deep hurt, he had 
caused to the non-committed coun
tries everywhere by his endless and 
unpopular nuclear tests, was anxious 
to retrieve some of the g o o d w i l l he 
had lost. Whatever the reason, his 
plan was most p la in ly a far cry from 
troika. He accepted the idea of a 
single Secretary-General for the 
t ime being; true, he insisted that 
the new incumbent must be "assist
ed" by five (or three) deputies, 
whom he must "consul t" at every 
step, but he made it clear that none 
of these assistants would have the 
power of veto. Amazingly , the 
United States dismissed the proposal 
out of hand, under less than 12 
hours of its announcement. Only-
later, under pressure of mount ing 
cr i t ic i sm in the lobbies of the Uni ted 
Nations and elsewhere, d id i t modify 
its stand sufficiently to take another, 
less casual look at the Soviet pro
posal. 


