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INTRODUCTION 

I, the Chairman, Colnmittee on the Welfare of Scheduled Castel 
and Scheduled Tribes, having been authorised by the Committee to 
submit the Report on their behalf, present this Fourteenth Report 
on the Ministry of Finance, Department of Economic Affairs (Bank-
ing Division)-Credit Facilities for Scheduled Castes and Scheduled 
Tribes. 

2. The Committee took the evidence of the representatives of 
the Ministry of Finance, Department of Economic Affairs (Bank-
ing Division) on the 3rd and 4th February, 1981. The Committee 
wish to express their thanks to the Secretary, Ministry of Finance 
Department of Economic Affairs (Banking Division) anti other 
officers of that Ministry for placing before the Committee material 
and information, the Committee wanted in connection with the exa-
mination of this subject. 

3. The Report was adq>ted by the Committee on the 22nd April, 
1981. 

4. A summary of conclusions/recommendations contained in the 
Report is appended (See Appendix VI). 

NEW 0m.Ht; 
April 23, 1981 
Vawakha 3, 1903 (SCIka.) 

(v) 

R. R. BHOLE. 
Chairm.can, 

Committee em tM Welfar. of 
Sc1a.eduled Ctllte. cmcI 

Scheduled Tribe., 



CHAPTER I 

I.NTRODUCTORY 

A. Economic Status of Scbeduled Castes and Seheduled TrIbes 

.Article 46 of the Constitution lays down: 

"The State shall promote with special care that ",ducaUonaJ 
and economic interests of the weaker sections of the 
people and in particular of the Scheduled Castes and the 
Scheduled Tribes, and shall protect them ft'om social 
injusti ~e and all forms of exploitation." 

1.2. The Working Group on Scheduled Castes and other Back 
'Ward Classes during Medium Term Plan 1978-83 in their Report 
has observed that in the Five Year Plans, programmes were under-
taken for meeting the special needs of these communities. These 
programmes in the Backward Clasaes Sector are conceived as a 
'Supplement to the total developmental efforts to be made by the 
general sector of development for promoting social and economic 
well-being of these I;)eOple. Under the successive plans, RI. 322: 25 
crores were spent on tbia sector. Of these, more than 80 per cent 
were spent on educational schemes, 10 per oent on economic schemes 
.and the remaining 30 per cent on health, housing, drinking water 
supply and grant-in-aiet to voluntary organisations, etc. It would 
be thus seen that very little attention was paid to the economic 
development of the Scheduled Castes in the t'revioUl Five Year 
Plans. 

The Commissioner for Scheduled Cutes and Scheduled Tribes in 
'his 26th Report for the year 1978-79 has stated: 

"The uninhibited march towards equality, upward mobiltty 
towards economic viability and assured social proximIty 
to the national mainstream may be the dependable varia-
bles to determine a purposeful reappraisal of the advan-
cement of the weaker sections, more Darticularly, the 
Scheduled Castes and the Scheduled Tribes. With the 
tasks and ideals so pronouncedly declared and imperative 
mandates so specifically provfderl in our Constitution. 
every assessment of our endeavours need, mint bear and 
reflect upon the answer to the all embracing question as to 
how fa-r the members of tbese classes have been viably 
Integrated and brought at par with the rest of the people. 
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Thirty two years are no small period to stabilise trans-
formation in a society and yet may not be long enough 
to fully stone the sins of centuries. Efforts have been 
made, Qerhaps not commensurate with the magnitude 
of the problems. The results achieved couin not, there-
fore, answer to the crying needs in a manner of a leveler . 

• • • • • 
The nation can legitimately claim on all-round growth. But 

the same cannot be said of the weaker sections like the 
Scheduled Castes and Scheduled Tribes. We have not 
succeeded in getting for them freedom from poverty, in-
equalities and injustices. Inspite of constitutional gua-
rantees, prote~tive legislations and numerous develop-
mental programmes, the vast majority of the members of 
these communities still continue to be improverished. 

The Scheduled Castes are not owners of productive re-
sources and continue to suffer from social ostracism. The 
Scheduled Tribes living in relatively under-developed 
Qarts of the country are slowly losing control of prcrluc-
tive resources as a result of some of our unimaginative 
laws and development schemes. 

Significant strides have been made in the various fields of 
devE'lopment, Agricultural output has risen consistently 
and there has been diversification and expansion in our 
industrial capability, which have, in their turn, resulted 
ingrowth of banking, trade and commerce as also increas-
ed employment and better earnings in the case of certain 
section~ of the people. But, by and large, the beneficia-
ries in the rural and urban sectors have been the affluent 
sections. The weaker sections, the bulk of which include 
the Scheduled Castes and Scheduled Tribes, have yet to 
derive tangible benefits. Accormng to an estimate of 
the year 1977-78, of the 290 million people living below 
proverty line, 160 million were below 75 per cent of the 
poverty line and the bulk of them constitute the Sche-
duled Castes and the Scheduled Tribes." 

1.3. In a pape!" submitted to the Study Group of the Committee 
which visited Vijaya Bank of India, Bangalore, it has been stated 
that wbile the State has to contin~e to play its role in as far as 
providing compulsory free education at the primary and higher 
levels, equal social status, house sites and better civic amenities are 
concerned, finpncial institutions in general and commercial banks in 
particular can play a dynamic and catalytte role towards their eco-
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nomic develOQment. Banks should formulate schemes for providini 
financial assistance to this class of people with a sense of social and 
national obligation. A certain percentage of financial assistance by 
way of loans should be earmarked as a part of eorporate goal for 
fulfilment every year by the commercial banks. 

1.4. The majority of the people belonging to S~heduled Castes 
and Scheduled Tribes live in villages offering opportunities for 
undertaking house-hold small industrial and cottage activities which 
mostly comprise of (Jot making, leather tanning, rope making. 
Charkha spindle winding, carpentry, basket making etc. There are 
also openings for small industrial and trading activities conne::ted 
with welding, craftmanship, shop keeping, mat making etc. De-
pending on the major type of activity in each village baaed on the 
availability of raw materials, infrastructural facilities etc. banks 

should formulate schemes either for inciividuals or for groups of 
such (Jeople to provide them gainful employment. 

B. Crt:dit Facilities 
(i) By Public Sector Bank3 

1.5. In a note furnished by the Ministry of Finance, Oepartment 
of Economic Mairs (Banking Division) the Committee have been 
informed that since the nationalisation of 14 large banks in 1989 
several instructions have been issuef{ to banks with a view to tn-
crease the flow of credit to Scheduled Castes and Scheduled Tribet. 
The banks have been advised to evolve special schemes tailored to 
meet the requIrements of members of these communities to give 
wide publicity to such schemea and to ensure their participation 1:1 f 
such schemes and to enlarge the flow of credit to them for Jel'- r. 
employment. In general, the banks have been advised to consider I 
loan proposals from members of Scheduled Castes and Seheduled . 
Tribes with utmost sympathy and understanding. '; 

1.6. The District/Block Credit plans have been spedally Weight-I 
ed in favour of Scheciuled Castes and Seheduled Tribes. These in- . ;t elude special bankable schemes suited to members of these eam- ," 
munities. The banks have been advised to ensure partict,ation of f 
these communities in such schemes and allow larger flow of credit ~, 
to them for self-employment. ,ii, ,i 

1.7. The Margin Money Scheme pro~des for margin money assis- ~ 
tance upto 10 per eent of the total investment lor amall unitt with .~' .. 
investment in plant and machinery upto RI. t lakh, so that the .. I 

borrower'. contributlOll is reduced upto 10 per cent. In the cue (: ~ 1 
of entrepreneursbelongtng to Scheduled Cutes and SchedUled;t ~ 
Tribes, the margin money is inereaed ",to 15 per cent and bor- :;;f 
rower>. own eontribution further comet down to only 5 per ceat. ' .. { t.~ 
(The Scheme now forms Part of Distrlct· Industries Centrel Scheme)':r 7 

't J 
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1.8. In all lendings to priority sector, preference is given to 
;members of Scheduled Castes and Scheduled Tribes. The target 
for priority sector advances which was 33-1/3 per cent to be achiev-
.ed by March. 1979 has been raised to 4~ per cent of bank's aggre-
.gate credit to be achieved by 1985. 

1.9. Banks have been asked to grant loans upto Rs. 5,000'/- to smalV 
marginal farmers without margin. Mortgage of properties should not 
be insisted upon for loans upto Rs. 5,000/-. For loans upto 1ts. 2,500 
to farmers the rate of interest cha'l"ged cannot exceed 10.85 per cent. 

1.10. Credit limits upto Rs. 25,0001- to village or cottage indus-
tries may be sanctioned as composite term loan for equipment 
finance or working capital or both with repayment period of 7 to 
10 years. There should be no insistence as margin anlt the bank 
~hould not ask for any collateral security. In addition, all conces-
:sions meant for weaker sections of the society are available to Sche-
duled Castes and Scl:leduled Tribes in obtaining bank credit. 

1.11. Loans can also be obtained from Primary Credit Societies. 
Lanlt Development Banks and Large Size Multipurpose Societies 
·organised in tribal and hill areas to t;>rQvide credit and non-credit 
requirements of tribal population. 

('U) By OtheT Finoncial Institu.ti«ms 

1.12. The all-India Finan:ial Institutions, namely the Industrial 
Development Bank of India (roBI) , Industrial Financial Corpora-
tion of India, Industrial Credit and Investment Corporation of 
lndia and Industrial Reconstruction Corporation of India mainly 
cater to the needs of the medium and large scale industrial con-
cerns in the Corporate Sector. They do not give direct financial 
assistance to individuals and partnership concerns. The needs of the 
small scale industrial concerns are met by the State Financial 
.CorpO'l'ations Or commer~ial banks. 

1.13. The IDBI which provides reference assistanee to com-
mercial b<lnks and State Financial Corporations in respect of loan a 
given by them, on its part has decided to extend refinance in res-
pect of such composite loa~s under its Automatic Refinance Scheme 
(lARS). It 18 expected that the small composite loans wiU go a lon~ 

'Way in making credit available to the economically weak members 
of Scheduled Castes It Scherluled Tribes and backward classes. For 
encouraging entrepreneurs ~longing to Scheduled Caste and 
'Scheduled Tribe, IRBI has made fhefollowing relaxations with 
-effect from S~tember, 1m In Us Reftnance Scheme: 



s 
(i) Promoter's contribution might be reduoed to 5 per cent 

01. project cost exclusive of any seed capital al8i11tance 
that may be available; 

(it) Levy of a uniform rate of interest of 6 pet cent p.&. ir-
respective of the location of the project in backward! 
non-ba~kward areu, so that the Scheduled Caste and 
Scheduled Tribe borrowers need not pay interest in 
excess of 9! per cent per annum i.e. the rate normally 
applicable to projects in backward areas; 

(iii) These relaxations will be extended initially in the cue 
of refinance of terms loans, including the com~ite loins, 
upto RI. 25,000/-. 

C. Development CorpoTationa 
1.l4. Development Corporation have been functioning in many 

'States for ameliorating the economic conditions of the periODS be-
longing to Scheduled Castes " Scheduled Tribes. The following 
'StateslUnion Territories have set up such Corporations:-

1. AnOhra Pradesh 
2. Assam 
3. Bihar 
4. GUjarat 
5. Haryana 
6. Kamatalea 
7. Kerala 
8. MahaTashtra 
9. Punjab 

10. Uttar Pradesh 
11. West Bengal 
12. Madhya Pradesh 
13. Orissa 
14. Rajasthan 
15. Himachal Pradesh 
16. Tripura 
17. Chandigarh 
18. Tamil Nadu. 

1.15. Central Assistance is given to the State Governments tor 
investment in the share capital of each Corporation so that the Gov-
ernment of India's assistance bears the ratio of 49: 51 to the Invest-
ment made in this Corporation bt the State Government.. Central 
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Assistance of Rs. 12.24 crores was released in 1979-&0 to the State-
Governments for this purpose. 

1.16. The Centrally Sponsored Scheme of assistance to States 
for the share capital investment in the Corporations has helped in 
giving a special thrust to the activities of the Corporations. Severel 
Corporations which were dormant have been and are being revived; 
some Corporations which were working at a very moderate level 
have extended their activities and increased t~!e scope of their pro-
gramme su~tantially after __ the commencement of the centrally 
sponsored scheme. 

D. Reg:onal Rural Banks 

1.17. Regional RUiral Banks are sped: Uy designed 'as credit insti-
tutions to cater exclusively to the needs of we alter sections of 
community which includes Scheduled Castes and Scheduled Tribes. 
At present 84 Regional Rural Banks covering 141 districts in 11 
States of the country are functionin7,. State-wise distribution of 
these banks is indic!l.ted in Appendix I. 

1.18. Based on the recommendations of various Committees 
Regional Rural Banks (RRBs) have been advised to adopt simplified 
lending procedures as well as liberalised terms of ending fOr the 
purpose of financing weaker sections of the community including 
Scheduled Caste and Scheduled Tribe borrowers. . Interest Tate 
structure of the Regional RUI'91 Banks is at par with the lending 
rates of all credit institutions operating in the rural sector for 
weaker sections including Scheduled Caste • .nd Scheduled 'Inbe 
borrowers. 

1.19. The only scheme under which a specific percentage of 
funds has been eannarked by the banks exclusively for members 
of Scheduled Castes and Scheduled Tribes is the Differential Rate 
of Interest (DRI) Scheme. To ensure that persons belonging to 
Scheduled Castes and Scheduled Tribes get their due share of ben& 
fits under the DRI Scheme, banks ware advised in May, 1977 to 
give at least one-third of their advances under the Scheme to bene-
ficiaries belong.lng to Scheduled Castes and Scheduled Tribes. Th~ 
banks were further advised in December. 1978 to step up their 
advances to Scheduled Castes and Scheduled Tribes 80 that they get 
at least 40 per cent of the total advances under €he scheme. 'Similar 
guidelines were issued by the Reserve Bank of India to private se::tol' 
banks in December. 1978. 

1.20. Since DR! Scheme is the only scheme in which a specific 
percentage of funds· has been earmarked by the bankl for members 
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.of SCs and STs, in this report, the Committee have tried to assess 
the impact of DR! Scheme on the economic development of Sche-
duled Castes and Scheduled Tribes, the progress made SO far in 
the implementation of the Scheme, performance of the banks and 

-other financial institutions implementing the Scheme and difficulties 
.encountered by the banks in its implementation. 

1.21. The Committee note that aeeordinc to an estimate of the 
year 1977-78, of the 290 million people livin, below poverty line, 
100 mUilon were below 75 per c:ent of the poverty line and the bulk 
·of them constitute the Scheduled Castes and Scheduled Tribes. 

I.=. The Committee also note from the report of tbe Workin, 
Group on Seheduled Castel and other backward classes durin, 
medium Plan (1978-83) published in AUlUst, 1978, that durin, 
the sUec:esPve Five Year Plans Ra. 3=.25 crore. were spent (or 
promoting social and economic well-being of these people. Of these 
-only 10 per cent were spent on economic: development. 

1.%3. The Committee fully ll.(I'ee with the view. expressed by 
the Commissioner for Scheduled Cutes and Scheduled Tribee that 
"thirty two years are no small period to stabilise transformation In 
a society and yet may not be long enough to fully atone the ,in. 01 
the centuries. Efforts have been made perhaps not commensurate 
with the magnitude of the pl'Oblem.-fa~d by the weaker sec:tIona, 
more partic:ularly by the Scheduled Castes and Scheduled Tribes. 
The nation can claim an all-round growth. But the same cannot be 
saM of the -weaker sections like Sdheduled Castes and Scheduled 
'TrIbes. 

1.24. The Committee are stJ"O"lgly of tbe opinion that only 
through econcmUc: development of Scheduled Castes and Seheduled 
-Tribes we can succeed In ,ettiug for them free~om from poverty. 
In~ualities and injustices. For wh:Of"h. vi~oro"s and combined efforts 
will have tf) be made both bv Government and private arenc" 
enga,ed in the upliftment of. th~ c:om~unitie. and more ftnanelal 

-resources will have to be po:-ovided durin, the nnt Five Year Plan. 



CHAPTER n 
ORGANISATIONAL SET UP 

In regard to the organisational set-up both at the Ministry level 
and in the Reserve Bank of India for providing credit facilities for 
Scheduled Castes and Scheduled Tribes, the Committee have been 
informed that Banking Division in Finance Ministry operates 
through five sub-divisions broadly dealing with, Banking operations' 
and Administration (including legislation), Industrial Finance, Agri-
cultural Credit, Development and Coordination, Industrial Relations 
and Vigilance. Requirements of beneficiaries, including Scheduled 
Castes and Scheduled Tribes belonging to difterent se-:tors of economy· 
are being looked after by the concerned subject matter su·b-division. 
A cell set up in 1973 is looking after the subjects of reservations in 
recruitment, of promotions and service conditions of Scheduled 
Castes and Scheduled Tribes in banks and other financial institutions: 
under the administrative control of Banking Division. There is no 
separate set u,p dealing exclusively with the credit requirements of' 
Scheduled Castes and Scheduled inribes. 

2.2. Asked whether there is a separate cell in the Reserve Bank. 
of India to look after the credit needs of Scheduled Castes and 
Scheduled Tribes, the representative of the Ministry of Finance, 
Department of Economic Affairs (Banking Division) has stated' 
during the course of his evidence that the Reserve Bank of India 
has an entire division which look after the priority sector lending. 

2.3. In reply to a specific question as to why there was no sepa-
rate and exclusive cell in the Reserve Bank of India to look after 
the credit needs of Scheduled Castes and Scheduled Tribes, the-
representative of the Ministry of Finance. Department of Economic 
Affairs (Banking Division) has stated during evidence: 

''While we appreciate that it is necessary that we should know' 
how much mont'y is going to the Scheduled Castes and 
Scheduled 'I'ribes within the priority sector, the number 
of branches is very large and so far we have not segre.-
gated informatif'n in resoect of Scheduled Castes and 
Scheduled Tribes within the priority sector. The point is; 
whether this ought to be done if it is to be done. what: 

8 



volume of work it will involve and whether by merely 
reporting to the Reserve Bank of India, the purpose wiU 
be served. In the process of dispensation of credit to the-
Scheduled Castes and Scheduled Tribes, the banks have a 
definite role to play but they are only a partner in the 
game with the State agencies, developmental agencies and 
all that. There are 80 many channels through which fundi· 
ftow. Funds ftow only when they are linked with subsidy 
schemes under the various schemes. We may have funds 
but if the State agencies are not prepared with the-
schemes, if subsidies are not available the banks perform-
ance will not be satisfactory. Actually, it is the district 
level which alone can assess and review and monitor the' 
whole objective that we have in view." 

He further added: 

"Apart from the district consultative committee in which the , 
State agencies and banks are there, we also have at the 1 
State level an agency where all the ban'ks, State oftlc1als .' 
meet together to sort out the problems which cannot be 11. 

sorted out at the district level. The bank finances or the 
co-operative finances etc., are llnkedwith budgetary sup-
port. This is an exercise which has to be supervi!led at the 
grassroot level, at the State level and the review at the i 
Central level wlll not be as detailed and meaningful a8 it f 
hu to be at the ground level." I 

2.4. Asked whether Government will examine the feasibility of ; 
having a Cell or an organisation at the Central level consisting of !< ~ 
one member from the Reserve Bank of India, one member tram " ~ 
the Ministry of Finance and one from t~e Mlnistl)r of Home Atrairs~t .~ , 
to see how t"e allotted funds are being spent and what are the '~ ! 
schemes to be taken up to eradicate poverty and to help Scheduled ;~ i 
Castes and Scheduled Tribes, the representative of the Ministry of .~ J' 
Finance, Departmelllt of Economic Affairs (Banking Division) in '.j;,;:~.l'i/'.' 
his evidence before the Committee has stated that coordinaion at , 
the Central level is not difficult. From time to time Ministries of ,l\ ~. 
Central Government are having discussions with the Planning ~ ! 
Commission on various developmental Schemes. But the unit oti!'; ~ 
administration being the district and block being the area, the pea- •. ~ t 
pie of that area have to be helped. As such, Government want to- ~~: t 
have a district plan for each district whiclt would identify th. ,·f.', .. r.:.... ~., 
types of schemes which could be tIIken up In that particular district. t ~ 
In some districts for example, Selriculture may be poulble, and in'! J 
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:some others, it may be something else. ~t has to be resource-based 
depending upon the resources and skills of the people in that area. 
Another important aspect is the kind of a infrastructural facilities 
which are needed in a particular area. For that purpose Govern-
ment have designated one of the banks in each district as the lead 
Bank. The Collector and other developmental agencies are also 
-associated. There is :l. constant discussion as to what the schemes 
are and whether they are worthwhile taking up there from the 
State Governments point of view. So, the schemes are being taken 
up from the banks point of view also. Although Banks give money 
for the schemes but money is also made available by the coopera-
tives. Money is also coming from the !'egional rural banks as also 
from other corporations in the State. 

2.5. On the question of coordination between the State Govern-
ments and Banking Institutions, the representative of the Ministry 
of Finance, Department of Economic Affairs (Banking Division) has 
stated during the course of evidence before the Committee: 

"It is common knowledge that the scheme really benefited the 
people concerned only where coordination ~as there bet-
ween the different agencies. Where the infrastructural 
facilities were available they worked very well, but where 
there were no infrastJructural facilities, and there was no 
coordination between the State agency and the Banking 
Officials, there this scheme may not have worked well. 
According to them S1me areGls may be risky for giving 
money than others. There are some regional disparities 
also where linking of these financial institutions with the 
ditrict plans was difficult. So, at some places this scheme 
has worked and at some others it has miserably failed. 
We will check up with the figures and district plans and 
analy-se the causes why the schemes picked up in some 
district and failed in another. The National Institute of 
Bank Management will take due note of this and go into 
the whole scheme." 

2.6. The Committee regret tf) note that there is GO separate set 
-up 01' ceO !in the Ministry of Finanre, DepartmeDt of Eeonomie 
Affairs (Banking Divilion) and the Reserve BaDk of India to look 
after the eredit ft!lq1IIrements of the ~heduled Cutes .d Selledul_ 
-1'ribeIa exeI.aslvely. 

'ftle Cenunittee ~ of the view that to UftderstaDd ihe varied 
lUld eomplex eeonomk problems of the people belonging to these 
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.... munitieI, then abould be aeparate orpalutioN both ia MIaia-
:try of FiDaace, Department of Eeonomie AJIairs (Benka. Di ..... ) 
ad the Reserve BaDk of India. Thq reeommendtbat spedaI ceo. 
_ouId be constituted. to deal with all matters reIathac to the eredJt 
reqairemeDta of Scheduled C-_ and Scheduled Tribes 

Z.7. The C.omrnlUee take note of the lltatement made by the 
:representative of the Ministry of Finance, Department of Ecoaomie 
AJlain (Bnkba, Division) duriq the eoune of bill eoridellee before 
,them that 'it is common that this scheme really ..... eftted the people 
·c:oacerned oaly where eoord1nation was there between the dlfterent 
81encies. Where the mstrinsic fadlities were avaHable it worked 
very well, but where there were no in.trinsie feeilitle!!, and 
there was no coordination between the State agency and the Bank· 
Ing Ofticial., there thie; scheme may not have wm-ked well'. The 
Committee would, therefore urge the Government to set up a body 
consisting of representatives of the Mlni8try of FinRn(·c. Ministry 
of Home Affairs, Reserve Bank of India and Planning Commlasion, 
State Government concerned to ideatlfy the schemes which could 
be taken up in a particular area depending upon the resources and 
skills of the people inhabiting that area, to lay down tbe financial 
targets for providing credit facUitles and for proper coordination 
among the Centre, State, Banking and other financial institutlold 
operating or helping in the operation of lending srhemH for th. 
SeheduWCastes and Scheduled Tribe .. 

612 ll)-.2. 



CIIAPTEB m 
D.R.I. SCHEME 

A. Sallent Features of the Scheme 

The Committee have been informed that the Differential Rat. 
of Interest Scheme was introduced in June, 1972. The Scheme has 
been modified from time to time and some of the salient features ot 
schemes, as it stands today, are as under:-

(1) The scheme is applicable to the entire country. All 'India 
Scheduled Commercial Banks are required to lend te 
borrowers covered under the scheme, a minimum of 1 per 
cent of their aggregate advances, as at the end of prevlOus 
year (t percent in case of banks with demand and time 
liabilities below Rs. 25 crores). A minimum of 2/3rd of 
such advances have to be lent through the bank's rural/ 
sem.i.-urban branches. At least 40 percent- of the advances 
have to go to the persons belonging to Scheduled Castes 
and Scheduled Tribes. 

(it) The scheme is to be implemented by all Indian Sche-
duled Commercial Banks. The sponllOring banks have olsG 
been asked to lend through the regional Rural Banks on 
an agency or refinance ~is. 

(iii) The maximum "'H'te of interest to be charged under the 
scheme is 4 per cent per annum. 

(tv) In addition to individuals; Orphanages, Women's Homee 
and Institutions for physically handicapped persons ace 
also eUgible for credit under the scheme. 

(v) Normally loans by banks under the scheme are advanced 
directly to the eligible borrowers. However, exceptiotUl 
have been made in case of (a) State Corporations for 
development of Scheduled Castes and Scheduled Trib§ 
and (b) such Cooperative Societies and large SIzed Multi-
Purpose Societies as are organiud ipecf:fically for the 
benefit of TrIbal popuJatlon In areas identified by Gov-
ernment of India, through whom the credit may be 
routed for individual beneficiaries. 

12 
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3.:&. The purpo&e of starting the scheme was to enable penoa. 
who 81'8 poorest among the poor to engage themIelvea In ~ 
ttve endeavours with the help of their own labour and Ute labour 
of their family members and to improve their economic condlUou. 

3.3. The Scheme is opeqtive In the entire country. 

3." Banks are required to lend under the Scheme a mlnimum 
of 1 percent of their aggregate advances as at the end of the pre-
vious year (half per cent in the case of banks with demand and 
time liabilities below Rs. 25 crores). This target has been fixed 
w.e.f. November, 1978. Earlier this target was! percent which was 
fix~ in the original Scheme in 1972. 

3.5. A minimum. of 2,13rd of the DR! advances have to be lent 
through the banks' rural/semi-urban branches. At Jeast 40 percent 
of the total advances under the Scheme have to go to the pNlOM 
belonging to Scheduled Castes and Scheduled Tribes. The target of 
lending through the rural/semi-urban branches and to Scheduled 
Castes and Scheduled Tribes was fixed for the fint time in urn 
when the guidelines on the Scheme were reviled. The target ot 
lending to Schedulecl Castes and Scheduled TrIbes was ftxed at 
33.3 percent in 1977 and was raised to 40 percent in 19'18. 

3.6. Guidelines indicating the terms and conditions, purpose, eli-
gibility criteria. etc., for obtaining credit under the ~ are 
given in Appendix-n. ' 

3.7. Details of DR! advances made. by the public teCtor banb 
during the laSt five years are as under:-

of wbich &0 SC/ST ---
.~moullt % 110 IOIaJ 
~ __ DRI 

8dvan«ft 
----.-._- - _. 

~----- .--" ...... _---
1975 4065.01 5 1IO''fO N.A. ;\l .A- N.A. 
1976 g.gg,!iBa ¥I.tl 1Il.A N.A N.A 
1977 1!,glo4fO 67'82 510!,..t;s IIS"!I 3.4' 4 

1978 16,19.S!7 lIg.gg 
6, .... "' p'''' 4')' {I 

1979 80,8).407 140''''' 8,78,.4B6 61' " U·" 
- ------- -~--- .-.' ... -,--~------".-
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8.8. The statements showing the .total adv&JlCeS made to 6che-

4uled Cutes and Scbeduled Tribea under the DRl Scheme, the tQtal 
n~er of Scheduled Castel ~ Scheduled Tribes bene1lciaries and 
the percentage of advances made under the DR! Scheme by the 
Public sector banks during 1977-79 are at Appendi::es-I1I and IV. 

'", 3.9. Asked whether· the DRI Schel1).e is being operated by the 
non-nationalised ,banks also and if so, 'what was their performance 
during each of the last flve years and what is the Government's 
check and control on these non-nationalised banks in regard to the 
operation of this scheme, the Ministry of Finance, De.partment of 
Economic Affairs (Banking Division) ill a written note furnished to 
the Committee has stated that after the issue of revised guideline~ 
for DRI Scheme the Governor Reserve Bank of India held a meet-
ing with. Chief Executives of' some major banks in private sector 
on 28-11-]978 wherein it was inter-alia decided that all Indian Sche-
duled Comm~rcial Banks in private sector would also operate the 
DRI Scheme and Jend 1 per cent of their total advance in the previ-
ous yea!' under the Scheme such that 40 per cent of the advances are 
granted to Scheduled Castes and Scheduled Tribes. The smaller 
banks with total demand and time liabilities of less than Rs. 25 crores 
are, however, required to lend only * per cent of the aggregate ad-
vances under the Scheme. The distinction between the Public 
Sector Banks, Private Sector Banks and Private Sectar Banks having 
lead responsibilities has since been done away with as regard DR! 
Scheme. 

3.10. The advances under the Schemes granted by Indian Private 
Sector Banks since 1977 are given below:-

A, at the end of 

Total advances out· 
blanding 

No. of' Amount 
IICCOWlta 

(Amount in lakN of RuP"'!") 

of which for 
SC/ST 

No. of ~t 
Accounts 

Percentqc Percentqe 
of DRI of advan-
.dVllJlcet cet (IJI' 
to aare- SC/ST to 
pte DRI 

advancet advantta 
of the 

previOUII 
year ----_._--. - ---- --------. 

December, 1977 B1I5 9·68 4!)6 g·95 0.01 4-1 

Dacember, 1978 • 11,115 111I·35 . 8,159 76·19 0.05 68 

Dacember, 1979 i7.A 306·81 13,'730 .60.IS 0·11 58 
-_.-._-_._-- .. _-- ... _--_. ----- .. --- ---_._- '-' 
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3.11. The Government control 'on Private Sector BIDb ill ~ 
eel through RBI who has the authority to gtve cUrecti0D.8 to .u 
Banldn, Companies in the public interest etc., under Section 35-A. 
Banking Regulation Act, IIM9. The Banks in the private sector are 
required. to submit to the Reserve Bank a quarterly statement indi-
cating the progress made in lendiDg under the DRI Scheme. The 
performance of individual banks is watched on the basis of the 
quarterly reports received by the RBI. Besides, Reserve Bank alIo 
makes a review of the performance of the individual banks a.t the 
time ot their periodical inspections under Section 35 of BanldnI 
Regulation Act, 1949. The banks whOSe progress in lending under 
the Scheme is not satisfactory, are asked to step up their len dings 
and indicate the steps takenjproposed to be taken for this purpose. 

3.12. When asked how many Banks in the private sector are 
operating the DR! Scheme, the representative of the Ministry of 
Finance, Department of Economic Affairs (Ban!king Division), baa 
stated during evidence that their number is 35. Out of thete major 
six banks have recently been nationalised and they will DOW sUp 
up their DRI lending. 

3.13. The Committee desired to know the progress made on 
account of loans disbursed under the DUferential Rate ot Interest 
Scheme. The representative of the Ministry of Finance, Department 
ot Economic Mairs (Banking Diviaion) Informed the Committee 
that the number of borrowers under Differential Rate of Interelt 
Scheme is roughly about 21 lakhs. Banks have advanced a IUD1 of 
Rs. 140 crores or so. While the quantum of loan advanced in total 
terms is increasing the real impact of these advances ts yet to be 
seen. The whole purpose of the scheme 11 that the weaker IeCtiOlUl 
and in particular among the weaker sections the Scheduled Cutes 
and Scheduled Tribes get advance both for working capital as well 
as for other things at a coneessional nte of interest and the rate of 
Interest is fixed at 4 per cent which is lowest po_sible which can 
be conceived of. 

3.14. In reply to a question, the witness had admitted that the 
spread of the loans under Dfft'erentlal Rate of Intereat Scheme .s 
not even throughout the country. In tOme States, it hal picked UP: 
In some States, the progress t. not aatlatactory, Govel'DmMlt have 
asked the National Institute of Bank Management to carry out a 
survey and Identify the achievements; whether, tile purpoIeS whleb 
Government have in view have been achieved or banks have glYeil 
loans without any productive l"I8UIl 'nle whole thtnr depen.da 
upon whether the beneftc1llrfes have been ldeI1tflled property or ftOt 
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and the identification of beneficiaries is a function of the State Gov-
ernment Having Identified the beneficiaries. a workable Scheme 
has to be woI1ked out. The income of a borrower who has taken 
advance and invested money should increase; and he should not 
only sustain himself but he should also be able to repay the loan 
over a period. For this purpose, suppose cattle are provided to the 
Scheduled Castes and Scheduled Tribes aP.d the weaker sections, 
the production of milk may increase but if there are no marketing 
facilities for the disposal of milk, what is the use of increasing pro-
duction? There is need not only for giving loans under Differential 
Rate of Interest Scheme but also for providing infrastructural facili-
ties so that the benefits really become meaningful. There may be 
difficulties and Government are aware of the problems. Govern-
ment want to make changes in the whole scheme before taking 
further steps. 

3.15. Asked about the real impact of the Differential Rate of 
Interest Schemp on the economic development of Scheduled Castes 
and Scheduled Tribes, the representative of the Ministry of Finance, 
l)epartment of Economic Mairs (Banking Division) stated: 

"We have asked them (National Institute of Bank Manage-
ment) to find out more specifically whether the benefits of 
the schemes have reached the weaker sections or not and 
secondly, whether their earnings have gone up. We also 
want to know whether the procedure, forms, approach of 
oftlcials etc. have posed any problem; whether any changes 
in the scheme are :leasible. We feel that the entire work-
ing of the scheme administratively as well as proceduraly 
and otherwise has to be examined." 

3.1S. When the Committee pointed out that in spite of the fact 
that crores of rupees are being spent and the benefits have not per-
colated to the poor SchedUled Caste and Scheduled Tribe people 
and it is high time that Government have a second look at the difte-
ferentiaI Rate of Interest Scheme, the representative of the Ministry 
of Finance, Department of Economic Affairs. (Banking Division) 
stated that Differential Rate of Interest Scheme Is ~nly one of the 
ecbemes under which loans are provided to Scheduled Castes and 
Scheduled Tribes. There are many other pro~ammes and many 
other lendin~ agencies to meet the credit needs of the poor people. 
In fact,· Central Government have asked the State Governments and 
the Banks that for each Dlstrlct there should be a DIstrict Credit 
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"'Plan! The Idea jill that the District Credit Plan should be a meantng-
'ful document for the rural development of the country to identify 
areas and unite clusters of people to implement the plan. 

S.17. In reply to a question the Committee has been Informed 
that at the end of December, 1979, 8,78,466 perIOns have been given 
advances and the total amount outstanding against Schecluled.· CUtes 
and Scheduled Tribes works out to Rs. 61.13 crores. 

3.18. In reply to a specific question about the number of villapl 
and Scheduled Caste/Scheduled Tribe families benefited by loana 
given under Ditferential Rate of Interest Scheme and how far their 
-economic condition has improved after taking loans, the repre8ellta-
tive of the Ministry of Finance, Department of Economic Main 
(Banking Division) bas admitted in his evidence before the Com-
mittee: 

"I must confess in all fairness that we ouraelves are not 
absolutely certain about it." 

3.19. Reg.rding working of the Differential Rate of IntereR 
Scheme, the Committee pointed out that the Study Groupe of the 
Committee which had toured the country and vialted the Head 
omees of certain Nationalised Banks, had received complaint. that 
before getting bank loan the poor man had to spend month. together 
and had to approach many people for the purpose. There were 
also complaints that the middlemen usually took the lton share out 
of the loan advanced to the poor people and the meagre amount 
left with the loanee hardly served the purpose for which the Bank: 
had given the loan. Asked what ateps Government propose to take 
to eliminate the middleman so that the benefits may accrue to the 
poor people and the money can be spent on the iJ'hplementation of 
various programmes, the rel)Test'ntative of the Ministry of FInance, 
Department of Economtc MAi1'!l (Banking Division) In his evidence 
before the Commtttee has admitted that such problems haft come 
to their notiCflo and the whole matter requires dote ICt'Utiny. He, 
however. added that Government have asked the b .. nkR to look into 
compWnts more ener(etically. especfallv ·complaints of harrasment 
hv the middlemen. Government want to achieve the result in the 
shaPe of economic pro(l'llmmes for the beneftt of the people con-
~ec!. The State 8l{eDeies can helo 8 tnt fn tbfl conneetton. If 
State "«encfas tdentlf.. the beneftclaries correctlv the people wm not 
S!t"t Involved with middlemen. The problem that in some eues the 
monev does not Row to poO!' peonle bu.t ~ 1IW8,. ~ lIOIDe other 
-channels Is a real one and Government have to find a 101utlcm for ft. 
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3.20. Asked the total number of branches of the Nationalised Banks 
and in branches out of that which are operating the -Dltrerentia1 
Rate of Interest Scheme, Ministry of Finance, Department of Eco-
nomic Affairs (Banking Division) in a note furnished to the Com-
mittee has stated that as per available data as on June, 1980, 13862 
branches of 14 public sector banks out of a total of 1'7175 were 
operating Differential Rate of Ipterest Scheme. All these branches 
a!'e expectd to land under the Scheme to all categories of peTSons 
including Scheduled Castes and Scheduled Tribes. Separate figures: 
in respect of branches assisting Scheduled Caste and Schedule Tribe 
borrower. are however, not available. Bank-wise information is 
given below: -

---_.-------_._- -- .. -. ---------------_.-.-
Nam" o/" the bank 

State Bank of India 

Central Bank of India 

Bank of India • 

PUI\lab National Bank 

United Commel"c1al Bank 

United Bank of India 

Dena Bank 

Syndicate Bank 

Union Bank of India , . 

Indian Bank . 

State Bank or Patiala 

Slate Bank of MytlOl'e 

State ~ or Sauraahtra . 

Total of which 
Branches branchf'. 

operatinl\' 
DIU 

Sthcmr 
------ -_.',. 

50~ ~mO' 

17912 1?'.{ I 

1!28g 1133 

1610 1fl49 

11:14 11114 

8iO 601-

811 Mil 

1049 '049 

111112 88!1 

Bog 809: 

?63 57" 

SoH 08~ 

s66 51111 

118 1105 
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3.21. The Committee note that the purpose of ltardn, DBI 
Scheme is 'to enable personl who are poorest amoac the poor to 
eDPIe themselves in productive endeavours with the help of their 
OWD labour and the labour of their family members and to improve 
their economic condition. The Committee appreciate purpose of 
the scheme. They are, however, apprehensive whether thiR gigantic 
task can be achieved with the presnt resources earmarked under the 
DBI scheme for the Scheduled Castes and Scheduled Tribes, mRjo-
rity of whom fan below the poverty Une. The Committee all'ee with 
the assessment of the Commissioner for Scheduled Castes and 
Scheduled Tribes in his 26th Report that the present limit of mini-
mum of 1 per cent of aggregate advances <as at the end of the 
previous yellr) and at least 40 per cent of the total advances under 
the DRI Scheme fixed for the Benks will not serve the needs of the 
Scheduled Castes and Shceduled Tribes. The Committee, therefore, 
recommend that at least 2 per cent of the aI'Ve,a'" advances of 
banks, as at the end of the previous year, should be fixed for lendin, 
unde: the DBI Scheme and a minimum of 75 per cent of the total 
advances under the DBI should ,0 to the Scheduled Castes "nd 
Scheduled Tribes. 

3.U. The Committee, also, endorse suggestion of the Commissioner 
for Scheduled Castes and Scheduled TrIbes that at least 10 per cent 
of the 'total loaDS advanced by ban..\s should be given to the perMn, 
belongin, to Scheduled Castes and Scheduled TrIbes to me'" the'r 
medium and long-term credit requirements. 

3-23. The Committee aTe surprised to know that no review of the 
DRI Scheme has 80 far been made, though it was introduced in 
Itr12. Every scheme which Involves commitment of hu,e funds 
should as a rule be reviewed periodically to the purpose for whleh 
It was meant and also to know de8deneies in its operation so that 
timely aetlon eould be taken to rectify the same. ~e Committee 
hope that the .1l'JiIEy now being carried out by 'the Institute of Bank 
Management would be completed 8000 and the I1IIPstloftl wblc:h 
eme1'p out of this llUl'Vey will be examined expeditiously for im-
plementation. ' 

3.24. The Committee take note of the .tatemeot made by the> 
reprelelltative of the Ministry 01 FInance, Departmeot of Economic: 
Affairs (BanJdn, Division) before the Committee that disbursement 
of loea under the DBI aeheme is no~ even throuchout the country. 
To relllOft tbla bDbalance the Committee 11I&'pd: 

(I) Perfol'llUUlee of ...... _h ............ tile I ... fOIl-
... h ,.. shoal ... review" lit .....- laterftig 'Widt, 
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• view to find the causes of imbalance and to take torree-
tive measures; 

(Ii) In such areas Banks should make special eJforts to evolve 
suitable bankable schemes in conjunction with the district 
development authorities. 

(iii) State Government Agencies should be encouraged to 
come forward in a big way to extend cooperatioD to the 
banks in matters of providiDg lnirastruc:tural, technical 
and marketing facilities and identification of borrowel's. 

(Iv) State Government Field Agencies should be asked to make 
arrangements for imparting training to the beneficiaries 
for the development of skills In various activities in whick 
they are engaged and ~(tr which bank finance is required. 

B. Credit Limits 

3.25. Credit limits prescribed under the Differential Rate of In-
terest Scheme are as follows:-

(i) For a person to be eligible under the Scheme, his family 
income from all sources should not exceed Rs. 3,000/- per 
annum in urban and semi-urban areas or Rs. 2.000 per 
annum in rural areas. In addition, except for persons 

. belonging to Scheduled Castes and Scheduled Tribes, he 
should not own land exceeding one acre in the case of 
irrigated land, 2.5 acres in the case of un-irrigated land. 

(it) The maximum amount admissible under the-scheme is 
Rs. 1,500/- for working capital loan and Rs. 5.0001- for 
term loan. Where a loan is sanctioned by banks to a 
small scale industrialist. Village artisan, etc. in the rlecen-
tra1i~cd sector. a person may be granted a composite loan 
totalling Rs. 6,5001- without making any distinction het-

" ween working capital and term loan. 

(W) The term loan for acquisition of fixed assets is repayahle 
within 5 years including a grace period no~ exceeding two 
years. 

3.28. The Commissioner for Scheduled Castes and Scheduled 
1frlbes in his Twenty-sixth Report (1978-79), para 4.56, has obst-rved 
.'tJtat out of 14 nationalised banks, the detail required by his office 
regarding actual bendts derived by pel"llODl belonging to Scheduled 
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Cutes and Scheduled Tribes have been made available by 6 Banks 
only. It appears that Banks are not coming forwlS'd even now to 
provide credU assistaJlce to the much needed sections of the lOCie~. 
It may be incidentally mentioned that it was pointed out In the 
earlier report of the Commissioner that 1 of 1 per cent of the aggre-
gate advances (now raised to 1 per cent) of the Reserve Bank to be 
given under Differential Rate of Lnterest would not serve the needs 
of eligible categories and it was suggested that at least 10 per cent 
of the total loa!!, advanced by banks should be given to the perlons 

. belonging to Scheduled Castes and Scheduled Tribes to meet their 
medium and long-term credit requirements. It was also considered 
necessary that cooperatives organised for the Scheduled Castes and 
Scheduled Tribes should also be made eligible to get loans under the 
Differential Rate of Interest Scheme. It, however, appears that no 
~ous thought has been given to these suggestions. 

3.27. The Committee enquired whether the above observation and 
suggestion of the Commissioner for Scheduled Tribes have been 
considered, and if so, the Government's reaction thereto. 

3.28. Ln a written note furnished to the Committee, the Minlitry 
of Finance, Department of Economic Affairs (Banking Division) bas 
explained that it would not be correct to say that banks are not 
coming forward to prOvide c~ assistance under DR! to the much 
needed sections of the lJOCiety. As at the end of December, 1979. j 

banks have advanced .94 per cent of their aggregate advances at 
the end of the previous yeR!' under DRI against the revised target 
ot 1 per cent. 

3.29. The question of providing more credit assistance to weaker 
lect.ions and SC/ST at concessional terms has been examined in 
Government and RBI In a number of forums. More lpeCiftcaUy a 
Working Group set up by Govt. in 1978 examined the banks lending 
under DRI in great detail. Considering the cost of raising funds 
and their availability with banks, the working group came to con-
clusion that the target of lending half a per cent of aggre~ate ad-
vancea under the scheme should DOt be enhanced. The Group .lsI) 
cUd not suggest any changes in earmarking of funds in favour of 
SC/ST which stood at 33-1/3 per cent. The Government. however, 
raised the level of lending under the ICheme to 1 per cent of the 
a~eC(llte advances. In addition. the eermarldng of funds under the 
ICberne In favour of SO and ST was ra1aed to 40 per eenl 

. 8.30. After the present Gcnrernment took over, the whole que.-
tSOn of lending to Priority leCtor and beneftciarles of 20 point pro-
gramme wu re-examined by a worJdnIJ group headed by Dr. 
ltrIsbnuwamy, !)y. GoVerDOI', RBI. Although thIa working group 
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did not suggest any earmarking of credit in favour of SC/ST, it did 
identify the weaker sections in the fields of Agriculture and allied 
activities, Industry etc. and a portion of credit has been earmarked 
in their favour according to the recommendation of the Group. 
There are standing instructions to Banks issued by RBI that credit 
needs of SC/ST borrowers should by sympathetically considered. 
While efforts are being made to meet the credit requirement of the 
weaker sections including SC and ST in large measure, it would 
not be possible for the banks to meet all such requirements under 
DRL at 4 per cent of interest. 

3.31. In his evidence before the Committee, the representative ~f 
the Ministry of Finance, Department of Economic Aftairs (Banking 
Division ) has stated that if Government raise the limits, the num-
ber of beneficiaries within the range of Rs. 3,000 and Rs. 2,000 will 
become less coITespondingly. It is a common experience that those 
who are better placed are in a better position always to get money, 
Bank advances or other facilities. Those who are poor are at a 
disadvantage from the very beginning. Secondly, if the total 
amount Is not increased and banks have to lend only 1 per cent of 
the total advances under Differential Rate of Interest Scheme and 
at the same time the maximum loan limit is raised, then Govern-
ment will be benefitting only those 1Vho are better placed rather 
'than the poor people. 

3.32. When the Committee suggested that instead of 40 per cent, 
80 per cent of the loans under Difterential Rate of Interest should 
be reserved for Scheduled Caste/Scheduled Tribe people, the re-
presentative of the Ministry of Finance, Department of Economic 
Mairs (Banking Division) has stated: 

"The basic question is their capacity to repay also. We do 
not want to burden them with la!'ge amounts of loan:' 

3.33. He further added: 

"Our problem is that we have to finance the priority wctor 
which is also financed at oonceMional rates of intereet. 
Then we have to finance this partieular scheme under 
Differential Rate of Interest. The total money- available 
with the banks i8 so small that if we reduce the rates of 
interest and increase the quantum of money which is tent 
at low rates of interests, the profttabWty of banks wtJt 
dlIappear in one year." 
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3M. Dr-wiDe attentioD to the following DeWS appearln. In the 
JIIconomic Times dated the 28th December, 1980, the 'Committee en-
quired (i) the reasons for fixiog the maximum limit of Rs.6SOO/-
under the DR! Scheme, and (ll) whether there was a proposal to 
raise the Umit and if not the reasons therefor: 

"OfIiciala and banking circles wonder whether the scheme is 
worth continuation. For one thing, its impact is negli-
gible because of the very low amount available under the 
sCheme. There is a strong feeling among these ciT::les 
that if the amount thus sunk is utilised {or creating 
marketing system in the rural sector, more and more 
people will benefit by it. Banking sources do not hope 
that the recovery position will improve. This is becR~ 
lending under DRY is not linked to feasible projects." 

3.35. In a written note lIubmitted to the Committee, the MiniRtry 
of Finance, Depat"tment of Economic Affairs (Banking Division) has 
stated that the scheme is meant for weaker amongst the weak who 
are mainly engaged on a very modest scale in agriculture and amed 
activities cottage and village industries and vocations such as mak-
jng reasonably cheap eatablE's, home delivery service of articles and 
commodities of daily use, running way-side tea stalls, playing of 
aelf-owned manual rickshaws and cycle rlckshaws, repairing of 
shoes/sandles mainly by hand, basket making by hand etc. It 'I 
felt that a maximum amount of Rs. 50001- for implements lind 
Rs. 1500/- for working capital should be sufficient for the purpose. 
Any higher limit would mean lesser spread of the limited amount 
av8nable. At present there is no proposal to raise this limit wou1d 
mean ~ spread of the limited amount avanabl~. At present 
there is no proposal to raise this limit for the reAlIOns stated abovp.. 

3.36. The Committee enquired whether Government propose to 
waive the famUy income limit of Ils. 3000 per annum in urban and 
semi-urban areas and Rs. 2000 per annum tn rural are'. in respect of 
Scheduled Caste and Scheduled Tribe borrowers under Differential 
Rate of Interest Scheme. 

3.37. The representative of the Ministry of nnanc~, Department 
of Economic Af!airs (Banking Division) during the coune of evi-
dence, hall explained that the criwrlon relating to landholding hal 
been waived ~ Government want to identify the poorest amona 
the poor; that is, thOle who do not have and wm be ellgtbte and wm 
be given preference. The income erlterton II to ensure that people 



within these ('eilings alone qualified for advances, ~d those whose-
income is more than the prescribed. ceilings will be covered by the 
other schemes under the priority sector. 

3.38. The Committee pointing out ·that compared to the magnitude 
of the problem for uplifting the poor Scheduled Castes and Sche-
duled TrJbes above the poverty line, the efforts being made are 
meagre. Asked whether the Differential Rate of Interest Scheme is 
aerving the purpose for which it is meant. The representative of 
the Ministry of Finance, Department of Economic Affairs (Banking 
Division) in his evidence before the Committee has stated:-

"In the fil'st place, we have r~ched a target of 0.94 per cent 
which is a little below 1 per cent. But we should not look 
at the problem in isolation. 20 point programme consists 
of programmes which benefit several categories of people, 
including the Scheduled Caste/Scheduled Tribe. Among 
the weaker sections, there are small and marginal farmers 
also. While this is one scheme under which we have 
specifically earmarked a certain percentage, of funds for 
Schedulel Caste/Scheduled Tribe, it has to bf' 'O(\'\,:~ti at in 
conjunction with the various other sc~emes that the 
Government has. For instance the Central Govern-, 
ment has special Central assisbnce for Scheduled 
Castes, which is given to the States. The State Plans 
which are financed substantially by C'~ntral assistance have 
also a number of schemes for the benefit 01 thOlle cate-
gories of people. There are Scheduled Castes Develop-
ment Corporations in each State in which the Central 
Government participates in the sh!lpe of equity . ..,e ha,ve 
to see that the totality of resources available and the 
totality of schemes we have as part of our five year plan 
go to help those sections which deserve special attention 
One can argue that funds should be eannarked for Sche-
duled Castes and Scheduled Tribes in each scheme in each 
se~tor. At present it is not so. That is a matter of policy, 
So far as banks are concerned, in respect of the Diffe· 
rentlal Rate of Interest Scheme, earmarking has been 
done, but not in respect of other schemes. Bank advances 
are linked with subsidies whtch come from. the State PlaJ'l 
Schemes for milch cattle piggery, poultry, dairy farm-
lng, etc. under the small farmers development scheme, 
integrated rural de-·~lopment. programme and various 
other programmes. There are elements of subsidy in th8W" 
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and bank. finance is one of the linkages. The whole objeet 
is to tackle that segment of our lOCiety which 11 below • 
certain level of income. The question is whet!· ~ we ear-
mark funds for particular categories or we treat a seg-
ment as a segment. At present the thinking of the Gov-
ernment is that we much tackle that segment of loclet1 
which is below the poverty line and this sr.CJuld cover 
adequately people who belong to Scheduled Caste/Sche-
duled Tribe families. It is a question of having a proper 
infrastructure, having proper scheme~ worked ')ut, havinJ 
the extension agencies geared up and having proper co-
ordination between extension agencies and banks and 
various other r.gencies. We have to see in totality 'what 
amount of resources will go to the poorer sections." 

3.39. Continuing the witness stated: 
'"So far as banks are concerntci., as it is, we are not very well 

equipped. There ball been a lot of expanafon of branCM. 
and now 15000 \branches, i.e. 46 per cent of the total 
Jlumber of branches are in rural areas. The orientation 
of the bank employees has to be suitably adjusted and 
tailored. to the new requirements. Their new duties are 
more onerous than the put. In the rural aectOr and 

_agricultural sector, It is not only banks which Mll have 
to shoulder the responsibility for ameUorattng the con 
ditions of the people but cooperatives, regional rural 
banks and State extension ageneies also bave to do that." 

3.40. The Committee enquired then how 50 per cent of the 
people who are below the poverty line can crOll the povetty Un" 
during the Sixth Plan without more money being fIilent on them 
in comparison to the rich people. The representative of the 
MlnJatry of Finance, Department of Economic Affairs (Banking 
Division) has explainett: 

"We have a break up, if RI. 100 are deposited in the bank out 
of RI. 100/-, RI. 40/- get locked up because of the require-
ment of law. Every bank has to maintain a lJqutdity 
ratio with the Reserve Bank. It has to have 'JOme crub 
re!!lf'!'VeO;. On these different items, different rates of 
interest are eamed. On some of the items no interest ill 
earned. by the banks, So, we have to work out the cost 
of borrowing and lending by the banD. There mutt ~ 
a Uttle spread out between the two. 'nlat meant the 
east of borrowing should not become more than the COlt 
of tendng because we have to meet the Establwhment 
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charges etc. of the banks. Suppose, outGf Rs. 100/- only 
RI. 60 are available, RI. 401- get locked up, of which 40 
per cent have to be lent to the priority sector, i.e. 1 per 
cent to Di1fer:ential Rate ,of Interest Then there are 
several schemes unrl.er which we have to charge con-
cessional rates of interest. The balance which is avail-
able for the rest of the economy including the large, 
medium and small scale industries is I think, about 12 
per cent or 14 per cent. It is not as if large amounts of 
money are going to those sectors which are rich." 

3.41, The Committee feel that the present condition for a person 
to become eligible for credit under the DR! Scheme i.e. his family 
income from all sources should not exceed Ks. 3000 per annum in 
urban and se~i·urban areas and Rs. 2000 per annum in rural areas, 
needs to be reviewed. They reoeommend that the lim;t of family tn. 
eome should be raised to Rs. 6000 and Rs. 4000 per annum for urban 
!'{'mi-urban and rural areas respectively. 

3.42. The Committee also desire that the present amount of credit 
admissible under the Scheme i.e. Rs. 1500 for working capital loan 
and Rs. 5000 for term loan, should be suitably enhanced so that a 
borrower finds it sufficient to meet -his needs and he has not to raise 
a part loan from other sources. 

3.43. Similarly, the Committee recommend that the period of 
5 years fixed for repayment should be increased so as to help the 
borrowers to pay back the amount in easy instalments. 

C. Application Forms 

3.44. The Study Groups of the Committee which visited the Head 
Office of some of the nationalised banks during October, 1980 for on-
the-spot study of the credit facilities for Scheduled Castes and Sche-
duled Tribes. were informed that Scheduled Caste and Scheduled 
Tribe borrowers falling under the DRI Scheme found it difficult 
in filling up the application forms for getting the loan and that at 
'many places Intermediary parties had cropped ~ which helped 
these people to fill up the applica.tion forms and get loan and 
charged commission from them. 

3.45. The Committee enquired the steps being taken by Govern-
ment to simplify the lending procedure and the application form 
10 that Scheduled Caste and Scheduled Tribe borrowers in the 
'-rillaReS are able to flU up the form and apply for loan without the 
belp of tntennediarles. The MiniStry of Finance, Deparlment of 
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Economic Mairs (BenJrin. Divilion) , in a note fur.DiIba4,to ttle 
Committee haastatei that a CGmmittee wu aJlPO~'" by Govem-
ment of India in 1978 for simplifl.catioo of appUc:ation forms ud 
lentling procedure in tbe banks for loans to agriculture and allied 
activities. Earlier there was no unlforrdlty in the banks on the 
subject and various apt>Ucation forms were in use, The application 
farms which are now available in regional laDguages u recom-
mended by the above Comm1ttee have been adopted In the banb. 
The Committee has also made various reet)mmendations for aimr,)ll-
fication of lendihg procedure which have been recommemied to the 
banks. The margin and security norms for loans have been eonli-
derably liberaUsed for Inctividual l~n a~counts \lPto RI. eGOO/-. The 
banks have been advised not to ask third part)" guarantees and 
landed property as security for such loans. 

3.46. Asked whether any offtcer is deputed by the Banks, parti-
cularly in rural areas to help Seheduled caste and Scheduled Tribe , , , ~ 

borrowers to ftll up fOrin, etc. and complete the formalities to eet 
loan. the Ministry of Finance, Departm~t of, Economic Aftatrs 
(Bank~g Division) in a note ~ stated that in the llght Of the 
recommendations of the Government Working Group (Bal~ev 
Singh Group), in areas. coveted by soedftc IChemes, sueh as SlPbA, 
DPAP, I1U)P. etc .. the concerned 'prOjeet authorttlll shoOJd Ilrruige 
for the completion of the appUcatfon form. In other areas the 
banks' staff ahouM help the borrowers in this behalf and it Is under-
stoot{ that they are doing this. 

3.47. The Committee enquired whether there ill a propOi/ll to 
have application forms for 198ns in regional languages and to make 
them more simple, so that vUlage people could ftll1be forms with-
out the aid of middlemen. the repn..entattve of the Ministry . of 
Finance. DeQartment of Economic AlPairs (Ban1cin~ Division l, has 
stated during evidence: 

"We have Issued instructions that the forms should be avan-
ablp. ;n regiorial languages," 

3.48. The Committee poiflted out .. that it was brought. to their 
notice during their recent vfslts to the Hea" Offtces of some of the 
Nationalised Banks that the Banks were taldng too 'much time in 
sanctioning loans under oorerent,fal~te o( tDterest Sch~e .. Some 
times people had to spend u mue1t as RI. 5GOI- tot' gettfn~ anetfon-
ed a tOan of lis, 1000/., Tn tlifs connection, the reoresentattve ef the 
612 LS-3. 
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Miniatryof Finance, Department of Economic Mairs (Bankjn, 
Division) during the course of evidence has stated:-

"The Reserve Bank had taken up this point because there was 
inordinate delay in the disposal of applications. The 
Reserve Bank has prescribef\ a time limit for the disposal 
of awlications: for instance, the applications for loan 
.upto Rs. 10,000/- have to be disposed of within three to 
four weeks, and applications for a loan of Rs. 10,000/-
and above have to be disposed of within three months. A 
study which was conducted by the Reserve Bank in 1977 
has revealed that banks had cleared 89 per cent of the 
loan applications upto Rs. 10,000/. within four weeks and 
84 per cent of the loan applications for RI. 10,000/. ann 
above within twelve weeks. This was a sample survey. 
So, it would not reftect the complete picture. We have 
asked the banks that they must keep an account of the 
applications which have been received." 

3.49. Asked whether any stUdy has been made "for the grounds 
of rejection of loan applications of Scheduled Caste and Scheduled 
Tribe borrowers under the DR! Scheme, the Ministry of Finance, 
Department of Economic Affairs (Banking Division) in a note has 
statec\:- ' 

"No such study in respect of Scheduled Castes and Scheduled 
Tribes has been undertaken by Reserve Bank of India." 

3.SO. The Committee note that the lending procedure '11· the banks 
in re,ard to loans for agriculture and allied adivities has been 
mnp1l8ed and appUcatlon forms in reponal lanpages have also 
beeD. Introduced. The Committee recommend that simnar action 
should be taken tn the case of DRI Scheme. 

3.51. The Committee regret to note that Government have not 
considered it necessary to study the grounds for rejeetion of loan 
appHcations from Scheduled Castes and Scheduled Tribes. In order 
that the applications from Sdleduled Castes and Scheduled Tribes, 
are not rejected on ftimsy grounds and there is ':'0 undue delay for 
ftDallslng an applleatlon, it is imperative that Govenament should 
carry out periodieal review and study the grounds for rejection of 
loan applications from Scheduled Castes and Scheduled TrIbes and 
the time taken for their disposal, aDd take remeclial measuJ'M to 
Rtreamline the procedure. 
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3.51. The Conunittee recommead that Baaka ..... • ...... t 
Credit UaiIoD OIleera in each branch of the Buk ~ OBI 
Scheme who may help the poor borrowers in IIUD, up the fonDa 
ad. complete other formalities so that they are able to ,et a loan 
within three weeb_ if not earlier. 

D. Bole of Balik Man.pn 

3.53. The Committee desired to know the power delegated to 
Managers of A, Band C grade branches of Banb in rural and urban 
areaB_ separately and the powers of Divisional Managerl, Deputy 
General Managers and General Managers and enquired whether 
Government rropose to deligate more powers to Branch Managers 
with a view to expedite the disposal of loan applications from 
Scheduled Castes and Scheduled Tribes, particularly in the rurnl 
areas. 

3.54. The Ministry of Finance, Department of Economic Affairs 
(Banking Division) in a note, has stated that the discretionary 
powers vesting in Branch Managers and other executives for various 
categories of loans vary from bank to bank. Baw have b4!eD ins-
tructed by the Reserve Bank. of India that Bank Managers '1hould 
be velted with adequate discretionary powen so that 80 per Cf"nt 
of the proposals could be di8pOfled of at the branch level iblelr. 
Further, in December, 1978 the Reserve Bank of India advised hank!! 
that all Brandl Managers should be vested with discretionary powp.rr. 
to sanetlon proposals emanating from artisans, village and ('ottagP. 
industries etc. up to Rs. 25.000/- without reference to any higher 
authority. 

3.55. The Committee referred to the following news report which 
had appeared in The Economic Times, New Delhi, daten the 14th 
October, 1980:-

"The experienCe and suggestion ot the banken themselves 
were tnterestlng. Mr. S. t:. Chopra, the Chairman anet 
M'.aflaglng DIrector of the Punjab National Bank nll'!"ra~d 
that there had been roo per cent recovery of the loan~ 
given to weaker sections in their Rancht branch. Hp. 
etted the various reasons for the bank credit having nnt 
gone to the weaker secttons in the rural areal In th~ put. 
ODe of them was the bank managers were' "town based" 
and had not rural OrIentation. The banks also had J'I<It 



~ . gi~ consumption loans forcing. the farmers to ao 
to the money-lenders and other sources. His suggestion 
was for the RRBs to be strengthened and exp'anded He 
was in favoU!', of refunding the overdues and for giving 
new loans." 

3.56. Asked the steps Government propose to take to improve the 
mat1ers and entrust the job to dedicated bank managers, particu-
larly in the rural areas, the Ministry of Finance, Department of 
Economic Mak. (Banking Division) has stated, in a note, that 
direct recruitment to the cadre of officers in public sector banks are 
made through open competition conducted by BankingSer\liee 
Recruitment Boards on All India basis. However, oftlcers sel~tea 
for apPOintment undergo training and orientation courses before 
they are made incharge of branches. The quota of direct recruit-
ment to the banks' cadre is very limited and it varies from 0 per 
cent to 25 per cent in different banks. Majority of the officers ill 
the public sector banks are, therefore, persons who are promoted t.o 
the officers' cadre from the clerical caMe. RecruitMent in t.he 
clerical cadre of the public sector banks is made through Banking' 
Service RecrUitment Boards .on the basis of open competition held 
of region81 baiis or even sub-!'egional basis. A region normally 
comprises of a. State and may even comprise of a few districts in a 
State where circumstances so warrant. Knowledge of local lan-
guages is also tested at the time of the interview. It is ex~tP.rl 
that with more and more candidates appointed to the clerical eacke 
of public sector banks there would be a qualitative chan~ in the 
attitude of Branch Managers in future. Proper training and orien-
tation of bank officials would also go a long way in equipping them 
for the new challenges that they M'e expected to meet and to deal 
with the problems of the rural poor. . 

3.57. The Committee feel that a Bank Manqer in rual areu bas 
•• ery vital role to play. He can act as a frieDti aDd guide of tbp 
weaker aeetlons among whom be is posted to work· 'ftle COm .... ttee .eBlre that a Manapr should have a complete rural orientation 
Wore he ill posted to any rural bnaeh of a Buk. He shouM be 
Imparted. adequllte tralniq anti bowled«e about tbe lOdo-eeonomie 
eoneept UD~ the 'various laJUIiq .eUmea In'trodutled to uplift 
the WMker sections of tR IOdety. partieulat'ly the gtheduled Cftste<; 
and !kheduled TrI1tes. 

E. Bank Credit camps and 'VItlage Adoption Sc~eme 

3.M. Study Groups of the Committee which vIIlted the Head 
Offtces of Dena 'Bank and Bank of l'tidill during Octo~r. 1980 were 
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informed that their field officers of the Banks had arranged credit 
camps in the villages for the purpose of identifying and giving loan 
to the weaker sections of the people. There the bank oJ&ers them-
selves filled up the forms for the intending borrowers and advanced 
the money on the spot thereby eliminating delay and the middlemen. 

3.59. Asked whether Government would encourage holding of 
auch Credit Camps by all the nationalised banks so that ~heduled 
Caste and Scbeduled Tribe borrowers have not to go to cities and 
towns fOr their credit needs. The Ministry of Finance, Department 
of Economic Affairs (Banking Division) in a written note turnitlhed 
to the Committee has stated that most of the banks organise credit 
camps involving a cluster of borrowers with the cooperat.ion and 
support of Government oft\cials, even though tUat may not be strictly 
under the name of "Holiday Credit Camps".~. Working Group on 
the simpliftcation of Application Forms and lending pl"ocedul'elJ 
(Baldev Singh Committee) had alst, recommended that advantage 
should be taken of weekly market days, traditional cattle and other 
fairs where of'flcials of the development and Revenue Departments 
of the State Governments and those of the bantu can organtse con-
certed campaign for an on-the-spot colleetion of appUcatJons ancJ 
sanction of agrlcultUl'al loans. However, althOUgh credIt camps 
have certain advantages. usua1 safeguards like proper tdentiftcatton 
of the borrowers, processing of the proposals, bankabfttty etc: can-
not be ignored for fulfilling targets. 

3.60. It has fU!'ther been stated that a mass loaning function at 
Nakodar was arranged by the Punjab National Bank on 30th Decem-
ber, ].980 in ('ollaboration with Punjab Backward Claues Land 
Development and Finance Corporation. At this function 108M were 
sanctioned to 38,328 persons amounting to Rs. 17.8 crores. The 001'-
!"Owen included small fanners, artisans, ladies, freedom fighters. 
handicapped persons. ex-servicemen and Scheduled CastesfScheduled 
Tribes. About 50 per cent of the beneftclarles were san('tioTl8d 
loans at 4 per cent rate of interest. In thi. programme, 17,88fI 
Scbeduled Castes/Scheduled TrIbes were benefttted under th~ Dif-
ferential Rate c-f Jnterest Scheme and were advanced loans amount-
ing to Rs 788.71 lakhs. 

3.81. Asked whether the Govern2nent propose to have such credit 
campi on a large sca1e 81 they would fG a lon, way to achtevt' the 
obfeet of provldlng credtt to poor people. the t'eprelefttatfve 01 thl'! 
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MiD1atry of Finance, Department of Economic Affairs (Banking 
Division) has stated during evidence:-

"I would suggest that banks staff should be mobile. At least 
for 2 or 3 days in a week they should be able to visit vil-
lages on a regular basis. They should contact people 
there. They should try to help them and work out the 
schemes and process the applications and merely sitting 
in office alone and receiving applications from people 
interested is not sufficient. Even that aspect has got to 
be considered." 

3.62. In reply to a question whether all nationalised banks are 
holding credit camps and how far the experiment has succeeded in 
providing credit without delay, the witness has stated: 

"The experience has not been so very uniformly satisfactory. 
In a short period of time they are supposed to collect the 
people, the beneficiaries and provide them loans. The State 
Government's cooperation is also very essential. Banks 
alone cannot do it. When you see things organised in a 
hurry and loans disbursed, when forward and backward 
linkages are not ensured, there will be difficulties." 

3.63. A Study Group of the Committee which visited Indian Bank 
(Head Office) Madras was informed that it has been the general 
experience that sporadic lendings (i.e. one or two loans in a village or 
no loans at all in some villages) to small farmers or village resulted 
in large overdues. Therefore a suggestion was made that 'A more 
effective approach has to be made. This will require adopting a 
village, undertaking a. survey to assess the cl'edit needs of all cate-
gories of personc; for various purposes and arrive at the amount 
needed from the bank for meeting productive activities of each in-
habitant in the village. A formal commitment by way of sanction 
of an appropriate limit and .8 time-bound programme should also 
be made and given adequate pUblicity. The cooperation and 
uststance of Government and their machinery should be ensured. 
By this method, a complete census of the Scheduled Castes and 
Scheduled TrIbes and other weaker sections anti their requirements 
;,f finance can be made. It will also make it easier to approach them 
and advise them on suitable investments. Follow up by frequent 
visits by the Bank's field staff wUl be eaafer as a number of bor-
rowers can be eontacted at one plaCe instead of their having to vialt 
distant villages to meet one or two borrowers, as Is happeninR in 
sporadic ImdinlJl. In the selection of villages, priority should be 
given to areas covered by special schemes sueh as SFDA, YRDP, 
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DPAP etc. The emphasis should be on financing small and marginal 
farmers, agricultural labourers, rural artisans and other weaker 
sections. : ",.1 I" 

',"t!L:r' 
3.64. Commenting on the above suggestion the Ministry of Fin-

ance, Department of Economic Atfairs (Banking Division) in a. writ-
ten note has stated that Government have been advocating that the 
Banks should adopt area. approach and as far as possible resort to 
~chematic lending instead of scattered lending. This would ensure 
better supervised credit. The schemes shoUld be both activity-wise 
and beneficiary oriental. 

3.65. Banks have been advised that their advances to priority 
sectors should be raised to 40 per cent by 1985 and that within the 
overall targets a significant portion should be allotted to the bene-
ficiaries of the 2O-Point Programme. The concept of weaker sections 
in the main components viz., agriculture and small scale industries 
has been introduced and separate sub-targets have been fixed for 
them. 

3.66. As regards village adoption scheme (VAS), it has been parU-
cularly pointed out that the Village Adoption Scheme should remIt 
in integrated development of village economy and should not mean 
that other institutions are debarred from lending and that the con-
cept of area approlU:h has to manifest itself in intensive lending with 
proper stall' support. As on 31st December 1979, banks had adopted 
89,242 villages. The number of direct agricultural loan accounts 
sorviced in these villages stood at 27.17 lakhs and the amount ot 
advances outstanding there aggregated Rs. 639.76 crores. 

3.67. Government have also issued. detailed guidelines for imple-
mentation of the Integrated Rural Development Programme and 
giving of a higher priority to Scheduled Caste/Scheduled Tribes has 
been emphasized. The banks have also been adviled that their 
credit planning should weigh in favour of small and marginal far-
mers, Scheduled Castes/Scheduled Tribes etc. 

3.68. During evidence the Committee desired to know the pol1cy 
of the Government of India regarding the adopUon of a village by 
a bank for the purpose of its overall development. The reprellellta-
tive of the Ministry of Finance, Department of Economic A1rairs 
(Banking Division) has stated that as on 31-12-1979, banks have 
adopted 89,242 villages. Recently a study has been made and Gov-
ernment have come across one particular problem in regard to the 
vOl.ge adoption scbeme. That ICheme gives the bnpnuton that the 
adopting baDlr: will cater to the eIltfre requirements of a vma,e. 
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The bank do not permit other agencies to function in that area and 
it doe. not fulfil all the requirements of the people. The result is 
that if the performance of a particular bank is good, it, benefits thlt 
villagers, otherwise the village suffers as the other agencies are not 
allowed to come ih. Govemment"feel that the villagers should be 
entitled to have recourse to different channels of finance and should 
not be solely dependen't on one age~cy. 

3.69. Asked to state the number of Scheduled Castes and Sche-
duled Tribes villages adopted. by the Banks and the number of Sche-
duled Caste and Scheduled Tribe families who have been given loans, 
the representative of the Ministry of Finance, Department of Ec()no-
mlc Alfairs (Banking Division) has stated: 

"We are covering all the 5000 blocks in the country. Rs. 35 
lakhs which will be given during the Sixth Plan period 
will be used as subsidy to the beneficiaries. This subsidy 
will be 33-1\3 per cent in respect of marginal farmers and 
25 per cent in the case of small farmers; and artisan~ will 
also be covered. Government will pay this subsidy. This 
money win be available with each block. The beneficiary 
will take a bank loan against this subsidy, One-third 
money will come under this programme and the bRlance 
from banking sector. We feel that over a period of five 
years about 1.50 crores will be invested in ea<::b block. 
The beneftciaries who are identified, 23 per cent of them, 
should belong to the Scheduled Caste and Scheduled 
Tribe. The Sta~ Governments have been advised, to 
identify the beneftciaries." 

3.70. Asked whether it is a fact that the scheme of adopting 
villages is not applicable to areas covered under 'tribal SUb-Plan, 
the representative of the Ministry of Finance, Department I)f Econo-
mic Aftairs (Banking Division), has stated: 

"Recently the Government have taken a decision to cover all 
the blocks ~ the country by integrated rural development 
programme. It means that the blocks which were covered 
by the Tribal Sub-Plan will also be covered by the 
integrated rural development programme." . 

3.71. Pointif"lg out that there are a large number of Harijan 
Wadas consisting of Scheduled Caste/Scheduled Tribe population and 
they "are interested in the development of Harljan villages through 
the medium Of the banks, the COmmittee suggested if every brnnch 
of a Bank could adopt one such Harijanw.da or Harijan villagp. for 



35 
development, it would achieve positive results. In this regard the 
representative of the Ministry of Finance; Department of 'l!ko'nomic 
Afl'airs -(BankJng Division)' 'has stated during evidence: .. 

"There is no ~oblem about it. Government's scheme is that 
Scheduled Castes and Scheduled Tribes in each village 
may get loan either from banks or from other Coope-
rative Societies. Where village adoption scheme is suc-
cessful it may be adppted and the concerned bank may 
play its part. But banks can not take full responsibi-
lity in the matt.8'l' as they do not have the neceRsary 
experience.- Where a Bank is not successful, flcilities 
may be provided in a village through the medium of 
other agencies. There should be nf;) monopoly for any 
particular agency." . 

3.72. In reply to a question as to what Government are doing 
~ proPO~ to do in rega~d to villilies where there is no ltmdhlg 
institution, the representative of ~e Ministry of Finance, Depart-
ment of Economic Affairs (Banking Division), has siated that' the 
more branches of the banks are being opened and it is the policy of 
the Government to prOvide banking serviceS in all the villages. How-
ever, it in any particular area banking facilities are lacking that 
question of openmg a branch there can 'be considered on it priority 
basis. 

3.73. When the Committee pointed out that there should be 
a much deeper involvement of banks both in quantitative and qua-
litative terms for the implementation of various developmental 
programmes for the weaker sections of the community, the re-
presentative of the Ministry of Finance, Department of Economic 
Afrairs (Banking Division) has stated during evidence: 

''We are pursuing this question seriously. I would, how-
ever, submit that district is the unit where aU these 
schemes get implemented and the State agencies are 
responsible' for the administration of these schemes that 
we have. The finances have to be made available for the 
various schemes which the State Governments propose 
to implement. For this PU!'pOIe, it is necessary to have 
proper credit plans 80 tha't viable IICherne! can be flnanc-
eel without much delay." 

3.74. The Committee appredate t1le step, bejag taken hy Goy· 
enmaeat for .......... ' Its ...... tienIe.. neh,"0rk It)' OpeDiq 
.. ore lmIneliea 'bsrirat .r.uwftll ...... to eOftl' .U the vIIlapt. 
The Committee are' _iM 11.",. to Dote' tlaat 8IIDb fiWe _",ana-e.r 
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credit camps for on-the .. pot diMnlnemeDt of loans to the pottUl-
tial borrowers and have adopted 89242 vill-.es for development. 
The Committee have no doubt that group lending, such as credit 
camps &Del adoption of village, helps the bank to a ereat eldent to 
exercise supervision for pre-sanctioh and post disbursement ope-
rations effectively and promptly with the nucleus staff available in 
the rural branches. The Committee would, however, like the hanks 
to lay more emphasis and give priority in selection of Scheduled 
Caste and Scheduled Tribe villages or cluster of Rarijan wadas in 
the villages for integrated deve~p1llent approach. Be(Qrre select-
ing a vUlage or cluster of Harijllllwadas the Banks, the Committee 
hope, will have a realistic estimate of the credit needs of the peo-
ple of the area and . will prepare an integrated plan of action for 
each village and Harijanwada so as to achieve the objective of In-
tegrated development of village economy. To make the approach 
more meanmgful, the Committee suggest that paiticipation of 
other financial institutions and co-operation of State Development 
Agencies in the area should be ensured. 

F. Recovery of Dues 

3.75. With regard to the recovery under Differential Interest 
Rate Scheme, the Economic Times (New Delhi) in its issue of 28th 
December, 1980 has reported. 

"The much trumpeted Scheme meant for the weaker 
sections of the society will have to be wound up in the 
immediate future according· to informed banking and 
oftlcial sources here. 

Even without saying a formal goodbye, which is most un-
likely because of possible political overtones, lending 
under Dm is expected to come to a virtual halt by the 
end of this financial year. 

This is because recovery under DR! has not <;.rossed 20 per 
cent which is the lowest amoni the priority sector lend-
ings. Total lendings under DRr as on December 1. 
1980 is put at Rs. 141 crore, i.e., 0.94 per cent of the target. 

It is pointed out that banks will be lending only the recovered 
percentage next year so that the outstanding and fresh 
lending together will constitute one per cent of the total 
credit as stipulated by the Government. To put it diffe-
rently, if the outstanding is 80 per cent, lending next 
year will only be 20 per cent, the amount recovered, an~ 
not nne per cent of the total credil" 
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3.76. The Committee desirect to know the percentage of recovery 
for .general advat).ces, advances made in the priority sector and 
advances made under the DRI Scheme during the last three years 
and also enquired whether any assistance is given by the State 
to the financial institutions to recover the advances. 

3.77. In a written note submitted to the Committee, the Ministry 
of Finance, Department of Eaonomic Affairs (Banking Division) 
has statect that Reserve Bank of India have prescribed annual re-
turns for reporting the recovery position of agricultural advances 
only. In the quarterly rettim prescribed by Governmen of India 
for DRI advances, recovery position should also be given. Under 
the new reporting system, introduced from March, 1980, banks will 
have to furnish recovery position in respect of all the priority 
· sector advances. Data under the new reporting system has not 
started fiowing. 

3.78. Although no return has been laid down in regarr\ to 
recovery position of other advances, the realisability or otherwlfe 
of all advances is looked into at the time of bank's periodical ins-
pections. 

3.79. The percentage of recovery to demand under agrieultural 
advances for the three years ended June 1977, 1978 and 1979 was 
50.0, 51.2 anr\ 53.1, respectively. Their percentage of overdues to 
demand under DRI advances for these years was 73.8, 65.6 and 67.2 
respectively. Further. it may be mentioned that concept of re-
covery has relevance in respect of advances which are granted in 
the form of loans to be· repaid within a specified period. In other 
cases, where advances are given in the form of overd'rafts or cash 
crerlits (running accounts). healthy operations in the account is 
the criteria to be applied in deciding whether the advance is good 
or otherwise. 

3.80. Under the new information system of lead bank scheme, 
banks have to submit to Reserve Bank of India a statement show-
ing demand ADd recovery of advances as at the ent{ of June each 
year commencing from the year ended June, 1980. 

3.81. "Total Demand" will include (a) overdues amount (prl.ncl-
· pal and interellt) remaining to be collected as at the beginnJn, i.e., 
1st July of the year under reference plus (b) CU1'l'eDt ctemand 
(prlnclpal and interest) during the period under reference in reI-

· pect of the follOwing items: 
(I) Advances repayabJe durfDg tbe year; 
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(ii) Advances, including overdrafts, cash credits, etc., recalled 

by banks during the year and advances treated as bad/ 
doubtful of reCovery or in respect of which suits have 
been filed [other than those already included in (a)]; and 

(iii) Instalments of term loans due for repayment during tne , 
year. 

3.82. It may be seen that the concept of demand, unlike in the 
case of advances which are to be repaid within a specified time, in 
respect of running accounts, would relat~ to recalled ~dvances. 
those treated as bad/doubtful and suit-filed accounts. Such recovery 
data for In an and running accounts would not be comparable. 

3.83. It has further been stated in the note that a Committee 
had be.en appointed by the Reserve Bank of India regarding lend-
ing by the Commercial banks in the sphere of agriculture. Among 
the many recommendations, this Committee (Talwar Committef') , 
which submitted its report in 1970, had drafted a mode! legislation 
for enactment by the State Governments which would enable the 
speedier recovery of bank dues by the State Government agencies 
instead of filing suits in the Civil Courts. Sixteen State Govern-
ments have already enacted the necessary legislations. The States 
of Andhra Pradesh, Tamil Nadu, Jammu and Kashmir anrt Kerala 
are considering enactment of necessary legislation. The Union 
TerritOries were advised to adopt the appropriate legislation 01 
relevant States, with modifications, if necessary .. The Delhi Ad-
ministration is considering adOQtion of U.P. Act, the Channigar1i 
administration is considering Haryana Act, while Goa, Daman and 

• Diu are studying Maharashtra Act for this purpose. 

3.84. The Committee enquired whether any indepth stnrly has 
been made of the reasons for slow rate of recovery of loan, ad-
vanced to weaker sections of the society under DRY Scheme and :If 
so, how far it il'; due to: 

(il misutilisation of funds; 
(li) growing sickness among the units set-up; 
(Ui) lack of eftlcient management; 
(tv) lack of demand for the produce; 

(v) lack of a!\equate intrastructural facilities such as traM-
portation; water and e1edricity supply; 

(vi) lack nf efticient marketing facUities; and 
(vii) wilful default of the boM'Owm 



39 

3.85. The Ministry of Finance, Department of EconolDic Affairs, 
(Banking Division) in a written llote fumiabed to the eom.ttee 
has stated that no. in-d~pth ·~tu~ h~ been .conducted '0 tar. How .. 
ever, some finportant factors identified aB responsible for slow rate 
of recovery are as under: 

(i) The borrowers are the weakest of the ..... ellker sections 
of society and there are practical ditBculties in verifYing 
their income and means. Viability study of their credit 
proposals, therefore intends to become difftcult and 
superftcial in nature. 

(ii) The borrowers are en&aaed in small ventures and they 
have no organised marketing to get the best price for their 
produce which would also be in small quantities. They 
have no alternative source of repayment and if the ven-
ture finanCed unaer the DR! Scheme tails, the advances 
become cUftlcuJt of reco\Tery. 

(iii) Diversion of the credit extended and/or income generated 
in to unproductive expenditure cannot be ruled out. 

(tv) As the advances are of small amounts and the IE-ndings 
are generally on scattered basis, the cost of supervision 
like conveyance charges for contacting the bolTowers, 
etc. works out very high in proportion to the advance. 

(v) Wilful defaults under the impression that the loans need 
not be repaid and will be written off by the banks in 
due course. 

(vi) Banks may be complacent to take steps for recovery as 
they could recover as much as 90 per cent of loans from 
Deposit Insurance and Credit Guarantee,Corporation! 
State Governments guarantee the loans routed through 
the State owned Corporations. 

3.86. In depth studies to be carried out could reveal how far the 
aforesild reasons are responsible for unsatisfactory recovery posi-
tion. An of them, to some extent Ilr the other, have contributed 
to the poor recovery position. 

3.87. The Study Groups of the Committee which visited the 
Headquarters of the Natiopalised ~nks in October, 'l~ for on the_ 
spot study of credit facilities for Scheduled Castes and Schedu1ed 
Tribes were furnished the followiRg information regarding the 
recovery position: 
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Andhra Bank: . 

The recove!'y position is fairly satisfactory. The credit extend· 
ed to Scheduled Castes and Scheduled Tribes largely falls within 
the broad spectrum of Priority Sector lendings and a major por-
tion of which is in the agricultural sector. OUT recovery of credIt 
in agricultural sector in relation to demand is about 64 per cent 
in the case of crop loans and about 69 per cent in the case of term 
loans. We are not experiencing much difficulties in the case of 
recovery even from Scheduled Castes and Scheduled Tribes and this 
closely conforms to the broad pattern observed for the entire sector 
as a whole. The percentage of recovery under differential interest 
ute loan (SC/ST) is about 53 per cent. . 

Bank of Baroda.: 

Table be.~ow gives details of Differential Rate of I~terest loans 
alongwith the amount of recovery in respect of Scheduled Castel 
Scheduled Tribe borrowers: 

(R.I. in lalchs) 

Year No. of Amounl % of TOlal. R~ove- % of 
A/c.. out- DRl demand rie. recovery 

, 
D=:mber. 1977 ~3548 

December. 1978 4908., 

~eDlber, 1979 72486 

June, IgSa 77378 

Dena Bank: 

.tanding advance. 

118.38 

43~·47 

616.27 

Goo. 50 

Riven to 
SC/STto 

Total 
DRI 

advances 

:1°.35% 

49.60% 

50. 55~{) 

5°.25% 

22.03 

78 .79 

162. fi3 

~19·0+ 

-- - - . __ ~_r ___ • ____ " ..... ___ 

9.56 43.39% 

36.40 46~20~:;j 

80. In 49. 2 5% 

116.05 52 .!JIl% 

Out of the total Differential Rate of Interest advances, 65 per 
cent of the advances have been granted to Scheduled Castes and 
Scheduled Tribes alone as against 40 per cent of the target fixed 
under the scheme. The percentage recovery to total demand of 
DR! advances as on June 1980 has been only 37 and. the same is 
the case in respect of amount granted to Scheduled Castes and 
Scheduled Tribes. As on June, 1980, 56 per cent borrowers were 
defaulters and amount of default was 63 PEl!' cent of the total 
demand. 

The major reasons for default have been stated to be: 
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Sickness or death in the families of the borrowers or natural 
calamities beyond the control of the borrowen. There were about 
25 per cent of the borrowers who were not capable of generating 
income from their activities financed by the Bank. This shows 
that if non-viable schemes are flnanced either due to pressure of 
target oriented lending, it has resulted into defaults. The investi-
gators reported that 23 per cent of the borrowers would not be able 
to repay the loans of the Bank due to: 

(a) Non-generation of income from the activities financed 
and lack of interest of the borrowers in running or deve-
lopment of the business. 

(b) Habitual defaulters due to vices. 
(c) Incompetence of the borrowers in their activities in which 

they are engaged. 

The persons financed by the bank under the DRI Scheme belong 
to the weakest among the weaker sections of the community and 
the Branch Managers have been fairly successful to approach them 
through informal and formal agencies. However, the rapport bet-
ween the Branch Managers and the borrowers have not been well-
established .and the Branch Managers have been depending upon 
the informal agencies to identify and introduce them to the bran-
ches. The Br~ Managers have not undertaken follOWl-up 
measures after disbursement of the loans until the accounts were 
defaulted. ........... . 

Bank of India: 

The position of overdues and recoveries in respect of advances 
granted under DRI Scheme to 'Scheduled Castes/Scheduled Tribes 
as at the end of June, 1980 (provisional) was as under: 

.. _. ___ .. _____ .... ___ . _ ______ _ _ _ ____ . __ .___ __._. ___ ... ____ ~. in lill.', 

Demand upto Rt-.coverieol made Ovt'rdlV-H 
June, 19Ro durinlf June 

quarter 

No. of Amount No. of Amount No. of Amount 
Ala. out- Ala out· Ala. out-

standiDlf .tandlng ~tandiDlf 

o~ 10 Outstanding al 
, lotal thl' md 0( June. 
demand 1980. 

(i.e. 
amount. 
~~) --

No. of Amuunt 
A/C1I, GUt· 

.tanding 

Total 75949 245.20 #ffll qIl,33 387111 1,.G.8? 59.9 143415 9O'3.:l0 

of which 
SC(Irl' 39105 I!JO.~ 2I!l5 1 45. 15 201,54 75.78 &l.7 ¥57 449·114 



It will be oblerved that the recovery perceniage in reipect of 
'tieduled Caste/Scheduled Tribe borrowers is· m6re or less· the 
same as it is in the case of other borrowers, i.e., abouC40 per cent. 

CanaranClnk: 

The recovery percentage from general pu.blic· for the last 3 years 
is as under: (This is inclusive of the loans given to Scheduled 
Castes and Scheduled Tribes): 

1977 . 

1978 . 

1979 . 

56.0% 

52·7% 

49·3% 

The Bank has not collected separate data regarding recovery 
perfonnance of Scheduled Castes and Scheduled Tribes. 

Indian Ov~ea.'1 Bank: 

The percentage of recovery of Differential Interest Rate advances 
in respect of Scheduled Caste/Scheduled Tribe members is quite 
satisfactory over the general position, in view of the fact that 'the 
Scheduled Caste/Scheduled Tribe percetltage of recovery as on 
June, 1980 stood at 33 per cent as against the ~ral level of 21 
per cent. . ...... . 

Ir.dian Bank: 

Of the outstandings of Rs. 82.3. lakhs from Scheduled Castel 
SchedUled Tribe as on 31st March, 1980, Rs. 73.28 lakhs was overdue. 
Separate figures of the overdues to demanc:l w~re not available with 
the Bank. For all advances under DR! Scheme, the percentage of 
O\'erdues to demand was 69 per cent. 

United Com'l1te'N'ial Bank: 

Although the Bank has increased advances under the DRI Scheme 
quite substantially during the period under repOTt, the recovery 
position has not improved accordingly. The recovery position at 
the end of December 1979 was 26.68 per cent against 27.32 per cent 
in 1978 and 35.25 pe~ cent in 19'77. 

United Bank of Tndia: 

"nle guidelines issUed by the ReseNe Bank of India envtsa'ge 
that loans to the Scheduled Castes and 'Scheduled Tribes community 
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under the Differential Rate of Interest Scheme should amount to 
40 per cent of the total credits advanced under this had. The 
Bank has been working in accordance with this guideline. 

The Bank has earmarked 40 per cent of the total amount to be 
disbursed under the DRI Scheme for this community. With the 
above objective in view all possible efforts are made to extend the 
credit to the Scheduled Castes and Scheduled Tribes. Recovery 
figures are at present not available as the present dab. system does 
not provide thi$ scope. 

3.88. The representative of the Ministry of Finance Department 
of Economic Affairs (Banking Division) in his evidence before the 
Committee has stated that there are overdues in respect of the years 
1977, 1978 and 1979 but recovery under Differential Ra.te of Interest 
io:; not unsatisfactory. 

3.89. The Committee enquired if Government were satisfied with 
the repayment cap'3city of the b~rrowers under Differential Rate of 
Interest Scl:leme. thE'n what are the reasons for not increasing the 
limit of 1 per cent of total adv;-nces to a minimum of 2 per cetlt of 
Bank's r.~regate advances for being disbursed under the DHferen-
tiaI Rate of Interest Scheme. The representative of the Ministry 
of Finance, Economic AWairs (Banking Division) has explained: 

"It is a question of allocation (If rellOurces. It is for the Plan-
ning Commission to take a decision. I will put this point 
before Government." 

3.90. Asked what percentage of the loans advtnced by the banks 
has to be written off becauSe those could not be recovered, the re-
pt'esentative of thp Ministry of Fin'lDce Department of Economic 
Affairs (Banking Division) has replied: 

"It will vary from bank to bank. It is done as a last resort . 
. I do not have tl-ae percent".ge written off readilv available." 

:1.91. The Committee are surpri,ed to note that no recovery re-
porti,,~ system under DRI Scheme had been introduced till Mareh. 
J9tJt. though the DR! Scheme was initiated in 1'12. 

3.92. The Commf.ttee are ftuther "urpri!led to note that the MIn-
istry of Finanee, Department of Et-onomie Affairs (Bankilll' Division} 
has Ji"ted certain Imacinary reasons foT' slow rate of recovery of the 
advances under the Differential Rate of Interest Scheme without 
612 LS-4 
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conducting any study about it. The Study Groups of the Commit-
tee which had visited Head Offices of certain Banks in the public 
sector were informed that the recovery position under DR! was 
fairly satisfactory and recovery from the Scheduled Caste and 
Scheduled Tribe borrowers was as good as from others. The Com-
mittee, therefore, suggest that the Banks should have no hesitation 
in advancing loans to Scheduled Caste and Scheduled Tribe bor-
rowers when the recovery of dues from them is fairly satisfactory. 

3.93. The Committee feel that no financial institution caa function 
efficiently unless its recovery of loans and advances is prompt and 
in time. Moreover, if the recovery is good, the recovered dues can 
be ploughed back to provide assistance to greater number of people. 
The Committee would, therefore, )ike the Government to evolve a 
suitable machinery in consultation with the State Governments, 
which should help the banks to recover the dues in time. 

G. Operation of DRI Schemes by Cooperatives 

3.94. The Commissioner for Scheduled Castes and Scheduled 
Tribes in his 26th Report (1978-79) had recommended: 

Out of 14 Nationalised Banks, -the details 'l'equired by this 
Office have been made available by 5 Banks only. It 
appears that Banks are not coming forward even now to 
provide credit assistance to the much -Jleeded sections of 
the socie1;y. It may be incidentally mentioned that it was 
pointed out in the earlier reports of the Commissioner 
that 1/2- per cent of 1 per cent of the aggregate advances 
(now raised to 1 per cent) of the Reserve Bank to be 
given under Differential Rate of Interest would not serve 
the needs of etigible categories and it was suggested that 
at lelist 10 per cent of the total loans advanced by banks 
should be given to the persons belonging to Scheduled 
Castes and Scheduled Tribes to meet their medium and 
long-term credit requirements. It was also considered 
necessary that Cooperatives organised for the Scheduled 
Castes and Scheduled Tribes should also be made eligible 
to get loans under the Differential Rate 'of Interest Scheme. 
It, however, appears that no serious thought has been 
given to these suggestions." 

3.95. During the course of evidence of the representatives of the 
Ministry of Finance, Department of Economic Affairs (Banking 



Division), the Committee enquired whether Government have accep-
ted the above recommendation. The witness replied in the affirma-
tive. 

3.96. In a written note submitted to the Committee the Ministry 
of Finance, Department of Economic Affairs, (Banking Division) 
has further explained the position that under the existing scheme, 
banks may route credit through Cooperative Societies/LAMPS orga-
nised specifically for the benefit of the tribal population in areas 
identified by the Government of India on the same terms and con-
ditions as are applicable to state-owned Corporations for the Welfare 
of Scheduled Castes/Scheduled Tribes. , 

3.97. This facility of routing credit under the scheme through 
cooperative Societies/LAMPS was extended to banks in November, 
1980. In the formats revised by Government in March, 1980 details 
of advances routed through societies/LAMPS are required to be 
furnished. . 

3.98. Asked whether State Cooperative Banks are given adequate 
funds by Reserve Bank of India to operate Differential Rate of 
Interest Scheme, the representative of the Ministry of Finance, 
Department of Economic Affairs (Banking Division) has explained 
during evidence that the Reserve Bank of India did not provide any 
such funds but refinance facility was made available. Clarifying the 
position further he has added: 

"The problem really is that the cooperatives are in a bad shape 
and their balance sheets in most cases do not truly 'reflect 
their financial state of ~ffairs and, they are further bur-
dened with a scheme of this nature-Differential Rate o( 
Interest Scheme-they will become bankrupt. In the 
balance sheets of the cooperatives, what is not recoverable 
is shown as likely to be recovered and therefore, their true 
state of affairs are not reflected. As it is, their cost struc-
ture is very high. If they are required to provide funds 
under the Differential Rate of Interest Scheme to farmers, 
it will only add to the burden whi~h has already become 
too much." 

3.99. He has further informed the Committee that in the States 
where there are Scheduled Castes and Scheduled Tribes Financial 
Development Corporations, they also give them money. Many of 
these schemes have the budgetary support of the State Governments. 
The Central Government are also_involved 81rectly or indirectly. 
All this has to be taken as part of the District Plan. Banks are 
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performing their role to the best of their ability on how to link up 
the credit wit8.t.b.,e other aspects of the schemes. For a number of 
years, expansion of banks branches is going on and which will go a 
long way to meet the requirements of the people. 

'3.100. When asked to explain the role of the nationalised banks 
flr providing advances to the cooperatives which in turn give credit 
to the weaker sections of the Society, the Ministry of Finance, 
Department of Economic Affairs (Banking Division) in a note fur-
nished to the Committee has stated tha.t the scheme of financing of 
Primary Agr'iC'ultural Credit Societies (PACSs) by Commercial 
banks was introduced in Kharif 1970 and it is now in operation in 
13 States. :ay June, 1979, 745 branches of 25 commeTcial banks had 
taken over 3104 PAC'S for financing. The ,loans adv?nced by these 
banks to the societies for financing agricultural activities in the last 
three years are as folIows:- . 

Y~ar 

(Rs. in laldu) 

Total short To weak~r 
I.oan iuued sectiom 

-----.. --------.... __ .. _-._.- .- .. -._---- ._- .--
'976-77 

'977-78 

'978-79 

1I118S·28 

1I36g·55 

264g.:J.4. 97' ·50 

3.100. Reorganisation of Primary Agricultural Credit So:ieties 
(PACSs) into strong and viable units has been the emphasis at the 
base level. The programme of reorganisation is more ot less com-
plete in nine States and is still in progress in three more States. 
The t"eorganised -Societies have been, by and large, strengthened 
with Government share capital and equipped with fulltime paid 
Secretaries. For meeting the credit requirements of the rural popu-
w.tion the accepted -principle is that of multi-agen~y approach. In 
such a system, the requi'l'ed loans to a villager are available through 
the cooperative credit institutions or commercial banks including 
Re~onal Rural Rmks (RRBs) wherever their branches exist. The co-
ordination between the financial institutions is done through district 
level consultative committees and by apportioning to all the banks 
a sbat"e in the district credit plan prepared the Lead Bank. The 
Lead Bank of the District also monitors the implementation of the 
Credit Plan at regular reviews. 
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3.102. One of the factors inhibiting the coverage of the weaker 

sections was the vested interests in the Primary Agricultural Credits 
which prevented them from becoming members. For remedying 
this, certain measure have been taken (i) Cooperative Societies Act 
has been reviRed in almost all States which provides for open mem-
bership; and the onus will now be on the management to prove that 
persons applying for membership are not qualified to do so; (ii) the 
management of the societies have to provide adequate represen-
tation to the weaker sections in the Committees. The model bye-
laws suggested by the Reserve Bank of India for Primary Agricul-
tural Credits provide that 50 per cent of the members of the Manag-
ing Committee should be from the weaker sections; (iii) Under the 
Integrated Rural Development Programme, small and marginal far-
mers are provided interest free loans upto 40 per cent for purchase 
of shares. This has been done to overcome the fimncial difficulties 
faced by them from contributing to the share capiUl. The rate of 
share linking to borrowers of short term agricultural loans has been 
reduced to 5 per cent for small and marginal farmers and weaker 
sections cs against 10 per cent fOr others. 

3.103. Asked the total amount advanced by (i) Primary Agricul-
tural Credit Societies (PACS) (iI) Large Multi-purpose Societies 
(LAMPS) (iii) Land Development Banks to the Scheduled Castes 
and Scheduled Tribes during each of the last five years for credit 
and non-credit requirements separately and the rate of interest for 
loans, the number Of families benefited, and the minimum and 
maximum amount advanced to a family, the Ministry of Finance. 
Department of Economic Affairs (Banking Division) has stated in a 
note that the total amount r.dvanced by the cooperatives to Sche-
duled Castes/Scheduled Tribes during the last 4 years for various 
requirements was as given below:-

(RI. in lakbl) 

'974-75 
sa ST sa ST SO ST RC FIT ------------------

(i) Primary Alricultural Credit 
Societin (PACS) . . 36,04 1I11.06 49·01/ 1I8'79 79. 68 30.41 84'41 37·42 

(ii) Large MuJti-purpnee Societlel 
(LAMPS) .. NA NA 1IO.1Z3· 

(iii) Land Development Banlu. . 11.121 15·911 1IO.86 
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3.104. Cooperatives are providing loans for agricultural purposes 
at the following rates of interests:- . 

Short ImrI IJgrictJtural '-S 

(a) Small Farmers (upto RI. 2500/-) 

(h) Others . 

L?ng-urm Agnewtural loans 

(a) Minor Irrigation and land Development purpose 

(b) Diversified purposes 

(i) For ~mal1 farmr.n 

(ii) For others 

lUlu of 1nUrul 

11.8.5% 

,+.00% 
Rau of Ifllmst 

10.2.5% 

11·35% 

3.105. The number of members belonging to Scheduled Castesl 
Scheduled Tribes which borrowed from Primary Agricultural Credit 
Societies,· during the last 4 years is given below: 

3.106. As regards minimum and maximum advance to a family, it 
Was stated that there is no data readily available regarding the mini-
mum and maximum advances provided by cooperative to Scheduled 
Cnste/Scheduled Tribe families. Under the production oriented 
syStem of lending, however, credit is provided strictly with refe-
rence to the per acre crop-wise scales of finance decided by the 
Techntcal Groups in each district subject to a fairly high overall 
Individual Maximum Borrowing Power laid down by the Re~strar 
of Cooperative Societies, which in practice is not at all a constraint 
for financing weaker sections. Term loans fOr development of agri-
culture as also for creation of assets are provided with reference to 
the cost of olltlay on developmentjasset, subject to the re~ying 
capacity of the borrowers. 
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3.1<l7. Asked the States which are providing towards membership 
fee subsidy to enco'urage Scheduled Castes/Scheduled Tribes for, be-
cuming members of Cooperative Societies and enquired how far 
this has been helpful to the Schedued Castes and Scheduled Tribes 
to become members of these societies, the Ministry' of Finance, 
Department of Economic Affairs (Banking Division) in a note furnish-
ed to the Committee has stated that cooperatives laws have been 
a:nended to provide for universal membership i.e. automatic mem-
bership to all those farmers, labourers, rural artisans etc. in the 
areas of operation of cooperative societies who are otherwise eligible 
for membership. The rate of share linking to borrowings has been 
reduced to 5 per cent for small and marginal farmers and weaker 
sections as a.gainst 10 per cent. for others. Under the Integrated 
Rural Development Programme, small and marginal fanners are 
provided interest free loans upto Rs. 40 for purchase of shares to 
overcome financial difficulty faced by them from contributing to 
the share capital. Infonnation regarding impact of these benefits in 
the weaker ~cction becoming members of the societies is not 
avilable. 

3.108. The Committee desired to know the other schemes for 
which subsidy or margin money is provided by Governn1ent agen-
cies/Cooperatives. The Ministry of Finance, Department of Econo-
mic Affairs (Banking Division) in a written note furnished to the 
Committee has stated that Government provide subsidy for various 
purposes under special programme like SFDA/MF AL, DP AP, CAD, 
IRDP, etc. and for construction of rural godowns. The Government 
and Reserve Bank of India have instructed the commerCial banks 
to lend full credit support to the above mentioned programmes. The 
extent of subsidy available to marginal fanners is 1/3rd of the cost 
of project and for small farmers it is 1/4th of the cost of th~ project. 
The schemes are administered by the Ministry of Rural Reconstruc-
tion who make adequate budgetary provision for capital subsidy. 
The programmes are implemented through Project Officers who are 
appointed by the State Governments. 

3.109. The Committee are happy to note that, as recommended by 
the Commissioner for Sebeduled Castes and Scheduled Tribes, the 
Govemment have extended the DRI Scheme for operation by the 
Co-operative Sedor. The Committee, however, regret to note that 
no information could be made available by GoverJIment reprding 
the extent of advances made to Scheduled Caste!! and Scheduled 
Trlbes by the Co-operatives under the DRI Scheme. 
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3.110. The Committee are of the view that if any dent has to 
be made in the economic conditions of Scheduled Castes alld Sche-
duled Tribes, all the financial institutions i.e. Banks, Co-operatives; 
etc., will have to be directed and geared to idcnlify thc patential 
beneficiaries among the Scheduled Castes and Scheduled Tribes, 
,iving them viable schemes, helping them to secu"c loans under ,he 
DRI Scheme and finally advising and gl1idin~ them for the succcssful 
implementation of those schemes. 

3.111. The Committee would like the Government to make :1deq-
UQ~e central funds available to the Cooperatives so that they could 
be orpnbed better for providing assistlUtce to the Scheduled Castes/ 
Schedued Tribes for their rapid economic development. 

3.112. The Committee would also like the State Government con-
cerned to exercise effec.tive executive and financial ~ntrol over the 
Co-operatives 10 that they are cleansed of alleged malpractices. 

H. Publicity 

3.113. The Committee pointed out that to make bank credit avail-
able to Scheduled Castes and Scheduled Tribes it is necessary to 
create awareness of the schemes among' the potential beneficiaries. 
Unless proper publicity is given to the s~hemes, eligible borrowers 
in sufficient numbers may not come forward to avail themselves of 
the financial assistance a.vailable and enquired the steps Govern-
ment flrc taking in this regard. 

3.114. The Ministry of Finance, Department of Economic Affairs 
(Banking Division) in a written note furnished to the Committee 
has stated that though commercial banks have, within a decade of 
their entry in agricultural credit, rear:hed a large number of bor-
rowers and also deployed a sizeable part of their credit to this sector, 
there is certainly great SCOPe for improving the coverage of target 
groups, particularly those belonging to Scheduled Castes and Sche-
duled Tribes and the linkages between development programmes 
and credit programmes in the context of integrated approach to 
rural development. The first step is to identify the target groups 
to be followed by the more difficult task of persuading the indentified 
persons to borrow for the purpose of development through one or 
more of the identified schemes considered useful. The Banks, State 
level officials And their extension agencies have to appreciate that 
their Job is not confined to release of loans and subsidies but one 
of assistance in accelerating the implementation of the integrated 
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approach to rural developmenh.. For this purpose, It:!nding under 
various programmes that are area specific with appropriate forward 
aad backward linkages and pre-saaction appraisal followed by inten-
sive supervision by the field staff can go a long way in meeting the 
requirement and also in creating the necessary consciousness. This, 
however, does not mean that publicity through different publicity 
media is not necessary but by publicity alone necessary awarness 
may not be created which may actually result in the borrowers 
having advantage of lending under various schemes. 

3.115. Government and the Reserve Bank of India have issued 
guidelines for the implementation of DR! Scheme to all the 
nationalised b~mks and private sector banks. 

3.116. The Committee are firmly of the view that if the Scheduled 
Caste and Scheduled Tribe commun.i.ties are to be encouraged to 
take advantage of credit facilities greater awareness, amon, the 
potential beneficiaries of these schemes will have to be created. They 
therefore, recommend that Government and the Banks should joint-
ly evolve a pUblicity scheme including audio--visual aids for pubU-
cising these schemes among the Scheduled Castes and Scheduled 
Tribes. 

3.117. The Committee recommend that for this purpose the Gov..l 
ernment should also brin, out a brochure in English/Hindi and other 
regional laneuages givin, particuhrs of various schemes for whlch 
loans on soft terms are available with the finanrial institutlou/ 
banb/feOoperatives. Copies of this brochUre should be freely and 
widely distributed to the extension agencies and the organisations 
working for the upIiftment of the Scheduled Castes and Scheduled 
Tribes in the country. 



CHAPTER IV 

PRIORITY SECTOR LENDING BY PUBLIC SECTOR BANKS 

A. Purpose for Advancing 

4.1. In a note furnished by the Ministry of Finance (Banking 
Divisioa) the Committee have been informed that since the nation.. 
alisation of major commercial banks in 1969, attention and effort has 
been devoted to providing credit assistance to' small production ven-
tures, particularly of those belonging to the weaker sections of the 
society. By and large, such ventures are in sectors such as agricul-
ture and allied activities, small industry, small road and water 
transport, retail trade and small business and self-employment of 
professionally q11ilified people. These sectors have been given a 
"Priority" status in the public sector banks lending operations. As 
a result, a whole range of economic activities of the poorer people 
such as small scale farming, dairy farming, poultry, piggery or bee 
keeping, handloom weaving, tanning, basket weaving, shoe-making, 
pottery, C'ycle repairing, taxi/auto rickshaw or cycle rickshaw or 
tonga plying, fish, meat and vegetable vending etc. which were once 
considered outside the purview of commercial banks credit, have 
become eligible and have been receiving credit support from the 
public sector banks. 

4.2. The purposes for which credit is made available by the banks 
under various Priority Sectors can be grouped as follows:-

(1) AgriC'lOlture 

(a) Short term working capital loan for seeds, fertilisers, 
pesticides, irrigation dues and other agricultural opera-
tions; working capital for dairies, piggaries, poultry farms, 
fisheries, fertilisers/seed/pesticides distribution etc. 

(b) Term loans for irrigation (digging of wells or sinking of 
tube wells, installation of pumpsets), farm mechanisation, 
draught animals, land development, market ~ards, rural 
electrification, agro-service centres etc. and also fo~ long-
term investment in dairy, poultry, piggary, sheep rearing 
etc., construction of farm structures, warehouses etc. 
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(2) Small Scale Ind1istries: 

Short-term or working capital credit for raw materials, holding 
of other inventory, overhead operating' expenses etc. . 

Term loan~ for invt'stm~nt in equipment and plant and machi-
nery, setting up industrial estates, etc. 

(3) Transport: 

Short-tenn or tenn loans depending on requirements for pur-
chase of vehicle-truck, bus, taxi, auto rickshaw, tonga, rickshaw, 
cart etc. as also operating expenses . 

.< 4) Retail Trade and Small Business: 

Short-term loans or working capital credit for operating require-
ments of the business/trade. 

Term loans, if necessary, for purchase of equipment such as fur-
niture, crockery etc. in a restaurant, sewing machines for tailors, 
iron press for washermen etc. 

(5) Professional & self-employed: 

Short term/term loans as per requirements to persons who hold 
a degree or diploma or are skilled in the chosen technical ~d for' 
setting up of independent business such as medical clinics or dental 
clinics, 'architectural/engineering firms, chartered accounting firms, 
constructions units, management consultancy firms etc. 

(6) Educational Loans: 

Loans for pUrsuit of studies-usually in the form of term loans. 

4.3. In a. note furnished to the Committee, it has been stated that 
in all lendings to priority sector, preference is given to members of 
Scheduled Caste/Scheduled Tribes. The target for priority sector 
advances which was 33-1/8 per cent to be achieved by March, 1979 
has been raised to 40 per cent of banks' aggregate credit to be achiev-
ed by 1985. 

4.4. Public sector banks are required to step up their lending to 
the priority sector to the level of 40 per cent of their aweaat.e 
credit by the end of the Plan period 1985. Banks are required to 
prepare specific bankable schemes suited to members of SC/STs fo1t' 
large flow of credit to them for self-employment. Credit proponk 
from them were to be considered with understanding end' utmost 
sympathy. 



4.5. Asked the total lending of the Public Sector banks to the 
priority sector and the percentage of it which has gone to Scheduled 
Castes and Scheduled Tribes, the Mini.try of Finance, Department 
of Economic Affairs (Banking Division) has furnished a statement 
giving the figures as on June, 1980. The statement is at appendix V. 

4.8. The Committee desired to know the concessions available to 
SC/ST borrowers of priority sector lending, the Ministry of Finance, 
Department of Economic Affairs (Banking Division), in a note fur-
n~shed to the Committee has stated that available data for end June, 
1980 shows that the total priority sector advances of the public sector 
banks (SBI Group + 20 nationalised banks) amounted to Rs. 6852 
CTores involving 116 lakh borrowal accounts. These advances ac-
counted for 34.5 per cent of the aggregate advances of these banks. 
Of the priority sector advances of the public sector banks, advanced 
to Scheduled Castes & Scheduled Tribes amounted to Rs. 278 crores 
involving 17.3 lakh borrowal accounts. These advances accounted for 
4.1 per cent of the amount and 14.9 per cent of the accounts involved 
in the public sector banks' aggregate credit to the priority sectors. 

4.7. Credit extended by the public sector banks under the DRI 
Scheme forms part of their priority sector advances. Besides, the 
earmarking of a minimum of 40 per cent of DRI credit and exemp-
tion from the landholding criteria for eligibility for assistance under 
the scheme which are special features for lending to SC/ST borro-
wers, these borrowers also receive the concessions extended to the 
weaker sections of the society as a group. These concessions can be 
briefly grouped as follows:-

(1) Conceuions in terms of relaxation of norms of security . and 
margins: 

Agricultural loan. upto Rs. 1000 are given only against D. P.· 
Note/Loan Agreement. Loans upto Rs. 5000 are given against hypo-
thecation of movable assets created out of the loan amount. Loans 
upto Rs. 2&,000 given to artisans and village and cottage industries 
are to be given without insistance on additional collateral security 
or margin. . 

(2) Concessions In terms of liberal assessment of Cf'edit requirements: 

The banka have to uaess the credit requirements of artisans and 
village and cottage industries in a liberal manner, making allowance 
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for unforeseen contingencies due to operational bottleneck or for 
consumption reqUirements in ac('ordance with the s:ipulated norm •. 

(a) Concessioflal treatment of working capital requirement,: 

The working capital requirements of artisans and village an4 
cottage industries for one full opera.ting cycle are provided for in 
the form of a term loans and not as a ftuctuating loan. 

(4) Concessions in repayment schedules: 

Banks have been asked to provide credit to artisans, village and 
cottage industries with re-payment schedul.ea of not less than seven 
years but up to ten years. There is also an initial moratorium 
period of 12 to 18 months, both for interest and principal. 

(5) Concessionnlity in Interest Rates: 

Under the DRI scheme, assistallce is r vailable to eUgi?le persons 
at 4 per cent rate of interest. Besides this concession, loans of over 
three years term to small and marginal farmers for activities allied 
b agriculture- are available at a maxim'um rate of 10.25 per cent. 
Short term credit to small and marginal farmers upto RI. 2500 is 
extended at a rate of not exceeding 11.85 per cent. Besides, the 
advances of banks to smaller borrowers in the priority seeton have 
been exempted by the Reserve Bank from the purview of its stipulE 
tion of the Minimum Lending Rate. Most of the public sector bank 
have some gradation in their intere,t r te structure, the smaller loans 
being charged a lower rate of interest as compared to that eharged 
on bigger loans. 

4.8. Asked if any amount has ·been earmarked or percentage 
fixed for lending to SC/ST borrowers lAnder the priority sector 
lending, it has been stated: 

"Earmarking of credit to SC/ST borrowers io; undertaken only 
in respect of the DRI Scheme. Under the priority sectors 
lending programme as a whole credit to SC/ST borro-
wers is not earmarked. However, the banks have been 
asked to enaure that at least 50 per cent of their Direct 
Finance to farmers and 12.5 per cent oC their credit to 
small scale industries should go to weaker sections by 
March 1983 and March 1985 respectively. The weaker 
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sections have been defined in the Agricultural Sector as 
small and marginal farmers and borrowers having credit 
limits upto Rs. 10,000 for activities allied to agriculture 
and in the small industry sector as artisans. Village and 
cottage and thiny industries not having credit limits in 
excess of Rs. 25,000 each. The thrust of the bank lending 
to weaker sections is expected to cover the fiow of credit 
to SC/ST borrowers in an increasing manner. The public 
sector banks have been specifically asked to make special 
efforts to improve their coverage of SC/ST borrowers in 
the priority sectors." 

4.9. A suggestion was made to the Study Group of the Committee 
which visited a nationalised bank· that in the priority sector the sum 
equal to the amount permissible under DR! scheme might be given 
to Scheduled Castes and Scheduled Tribes @ 4 per cent and any 
amount needed in excess thereof may be advanced !It.normal higher 
rate. 

When asked the reaction of Government to the above suggestion, 
the Ministry of Finance, Department of Economic Affairs (Banking 
Division) in a note submitted to the Committee has stated that the 
DR! scheme isbesicaUymeant to cater to the credit requirements 
of the weakest amongst the weak and assist them in their efforts 
to better their economic condition by small productive endeavours. 
It is expected that the credit· requirements of such borrowers would 
not exceed the ceiling amounts (i.e. Rs. 1,500 for working capital 
and RI. 5000 for term loans) laid down under the Scheme. Borro-
wers who require finance on larger scale may not be considered as 
the. weakest amongst the weak. Most of such borrowers· would be 
eligible for bank advances under Priority Sector which are also given 
at concessional rates of interest. The suggestion that interest at 
4 per cent maY' be charged on the amount permissible under DR! 
scheme and at higher rate of interest on amount in excess thereof 
would also work to the detriment of poorer sections and therefore 
would not be in accordance with the spirit of the scheme. 

4.10. The Commissioner for Scheduled Castes and Scheduled 
Tribes in his 26th Report (1978-79) has stated: 

"In the Report of the year 1973-74 it was further mentioned 
that all the State Governments/Union Territory Adminis-
trations should consider the desirability of setting up of 
Spec-ial Cells in the respective Directorate of Social/ Had-
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jan Welfare for giving guidance to the Scheduled Castel 
Scheduled Tribe entrepreneurs for setting up small scale 
industrial units. Such Cells could also be assigned the task 
of preparation of model schemes for the beneftt of Sche-
dulen Caste/Scheduled Tribe entrepreneurs. In the 1974-75 
Report, it was observed, trade, business had remained 
unexplored and untapped for persons belonging to Sche-
duled Castes/Scheduled Tribes due to reasons beyond 
their control. In the 1977·78 Report, it was mentioned 
that Small scale Industries Development Organisation 
cO'Uld be of considerable help in promoting the economic 
welfare of Scheduled Castes/Scheduled Tribes if their 
schemes were sUitably modifted in favour of Scheduled 
Castes/Scheduled Tribes and conscious attempts were 
made to assist the entrepreneurs belonging to these cate-
gories." 

4·11. The Committee enquired the steps Government are taking 
to "chieve better coordination among Government Departments, 
Banking Institutions and Voluntary Organisations in this regard. 
The Ministry of Home Affairs in a note furnished to the Committee 
had stated that the Ministry of Home Mairs fully share the view that 
the Directorate of Social Welfare must be involved in the develop-
ment, and particularly the economic development of the Scheduled 
Castes. Thus the Director of Social Welfare of Director in charge of 
the welfare of Scheduled Castes is on the Board of Directors ot the 
State's Scheduled Castes Development Corporation and is expected 
to be closely lI9Sociated with the programmes of economic develop-
ment. In the guidelines issued by the Government of India the im· 
portance of this has been fully recognised. The relevant portion of 
these gutdelinf"S sets out: 

"In view of the need for liaison with various Departments 
and institutions, the Managing Director has to be an oftl-
car of appropriate seniority. But even more important 
is the 581ection of an individual suitable and competent 
in terms of the social and promotional nature of the job. 
It ""ill help it he has a suitable Secretariat status and in 
that capacity deal with matters relating to the Corporation 
at the State Government level. In some States, the Direc-
tor in charge of Scheduled Castes is the Managing Direc-
tor of the Corporation and also has an ex-otftcio position 
in the State Secretariat." 



U2. The State Governments have formulated Special Component 
plans for the Scheduled Castes; in this, each se:tor and each Depart-
ment IE roquired to identify the s~hemes relevant to the Scheduled 
Castes, earmark the outlays and quantify the flows of benefits. Thus, 
for setting up of small scale units, Department of Industries and the 
SSIDC etc. w('luld in their Special Component Plan, put in suitable 
schemes for Scheduled Caste entrepreneurs. On the basis of their 
rdspective Spe-:ial Component Plans, the Department of Industries, 
SSIDe etc. wouH be in a better position to guide the Scheduled 
Castes entrepT'enflUrs than a Special Cell in the Dire~ . .'torate of Spe-
cial WfllfRre. While there would always be scope for improving 
the Special Component Plan in each sector, it may not be necessary 
tu set up a SE'!.'Jrate cell within the Directorate of Social Welfare 
for this purpohe. 

4.13. The existing machinery Of State level and District level Con-
sultative Committee is envi'3aged to enable better coordination. The 
Working Group on Development of Scheduled Castes for Sixth Plan 
1980-85 which was set up by Planning Commission, has, however, 
recommended t.hat these committees should be made more effective. 
Th~ Banking Division is presently considering a proposal for setting 
up "Grievanc~ Committees" at District level which will look into 
all diffi(u1ties in smooth flow of institutional credit and make suitable 
recommendations to concerned financial institutions. It is expected 
that establishment of these committees would go a long way in re-
moving any constraint!" in implementation of the credit plans. 

4.14. Asked whether there is any coordinating agency at Central 
and Statp It-vels to se~ that th~re is no shortage of raw materials, 
funds and other tnfrastructural facilities for Scheduled Castes and 
Scheduled Tribes engaged in small scale industrie~ in t!te rural areas, 
the representative of the Ministry of Finance, Department of Eco-
nomic Affairs (Banking Division) has stated during evidence: 

"At the State le\'el, we have coordination committees where 
banks are required to be present with the State officers. 
'l'hf!Y discuss and sort out their problems. We are doing 
the review with each bank. This exercise had not been 
donf' for the last two or three years. But our Secretary 
has started this review. The Planning Commission dis-
cusses with the State twice a year and review the per-
formance. Apart from that various Ministries also review 
the performance in consultation with State Governments 
at the national level." 
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4.15. Referring to the fact that crores of rupees are being spent 
,in big industries and the banks are proviclini huge funds for large 
industrial concerns, the Committee enquired whether the benefttl 
of such huge investment have percolated to the poor Scheduled 
Castes and Scheduled Tribes. In that context the Committee wanted 
to know whether it is possible for the banks to earmark 20 to 25 
per cent of their financial resources for Scheduled Castes and Sche-
duled Tribes. If that is done, many new entrepreneurs will set up 
small industries. The representative of the Ministry of Finance, 
Department of Economic Aftairs (Banking Division) has stated 
-during evidence: 

"Wherever resources are divisible this relates to State plan 
resources. They have to be earmarked only for Scheduled 
Castes and Scheduled Tribes. Under Integrated Rural 
Development Project there is OJtly a lubaidy i.e. ODe third 
or 33 per cent of the total amount required. The ftnance 
comps from the bank ftnancesand we will give finUlces 
to all the beneftclariea. So we expect that 33 per cent 
of the Scheduled Castes and. Scheduled Tribes people will 
,.t bank finance and get 8ubaidy under the achefne of the 
Integrated Rural Development Proiramme. The COM-
mittee has to consider the queetJon whether eannarJdn« 
of funds is more important or ld&tiftcation of beneftetadea 
is more important. W. have no problem in prooridiq 
financial assistance if beneftckaries are fdentiAed and there 
if a scheme for this." ~\ 

4.16. Asked what are the industries that Government have sur-
veyed for the smeduled Castes and Scheduled Tribes in the rural 
areas for the purpose of advancing loan and whether Govemment 
propose to make a large prOvision for the purpose, the repreeen-

'taUve of the Ministry of Finance, Department of Economic Affairs 
(Banking Division) has stated during the course of his evidence: 

''The Ministry of Rural Reconstruction has been made respon-
sible for rural industries and the welfare of artisans 
and other small people. In the tiny sector, the idea is 
to find out what resources can be tapped, what 1nfru. 
tru('tUl'e is available and how it is to be developed, what 
kind of facUlties can be generated and what kind of acti-
vIties ean be undertaken. In some areas, fishery is im-
portant; in other areas horticulture is important. So 
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various kinds of activities are being identified; and de-· 
pending upon the people available in that area who can. 
take up these activities, an integrated approach is being 
thought of. In the past, some detailed study had been 
made and we found that proper linkages had to be esta--
bUshed. We have to find out whether the raw material is 
available or the skill is available or the skill needs to be 
developed; we have also to find out where the market ts 
for tht' product and So on. All these infrastructural 
facilities have to be tied up so that whatever activities 
are generated become fruitful. For this purpose, a lot 
of exercise is required." 

4.-17. The Committee desired to know whether any attempt has 
been made by the Banks or the Government for diversification of 
vocations for Scheduled Castes and Scheduled Tribes ant! whether 
they have been encouraged and financed to set up inctustries/busi-
ness other than leather business and basket making etc. which are· 
exclusively reserved for them. The representative of the Ministry 
of Finance, Department of Economic Affairs (Banking Divisic>n) 
during the course of his evidence has stated that the State Bank 
of India, the Central Bank and 10 other Banks have drawn up a 
scheme for financing bullock-carts. They are financing Cigar 
makers, cycle rikshaw pullers, handloom weavers etc. The Indian 
Overseas Bank and the Punjab National Bank have drawn up a 
scheme for financing some category of people. There is a list of 
this type of schemes whict have been worked out by the banks 
and which are suited to the local areas according to their require-
ments. 

4.18 The Committee note that upto .June, 1980, total priority 
sector advances of the public sector banks (SBI Group and 20 nation-
alised baab).mounted to Ra. 6,852 erores. Out of this, the money 
advaneed to Scheduled Castes and Scheduled Tribes amounted to· 
Ra. 218 crores only i.e. 4.1 per cent of the total amount advanced 
under this see tor. The Committee feel that this is the most dis-
appointing position. As pointed out earlier, aceordlng to an esti-
mate of the year 1977-78, of the 290 million people living bfllow 
poverty line, 160 million were below 75 per eent of the poverty line 
and the bulk of them eonstltu1ed the Scheduled Castes and Sche-
duled Tribes. The Committee would, therefore, like that an im-
mediate review of the results of the pre8en~ polides should be 
made, so that deftdencies in them could be identlfted and a whole-
some strategy is evolved with a view to alloeate/make avallable a' 
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sizeable pottiOD of national wealth for the weakest of the weaker 
sections of the society to bring them at par with the rest of the 
people, in a targeted period. 

4.19. Till the overall review as suggested above by the Com: 
mittee is made, the Committee recommended that the Government 
should reserve 10 per cent of the total credit available under the 
priority sector for lending to Scheduled Castes and Scheduled Tribes 
80 that more persons belonging to these communities could take 
advan'tage of the priority sector lending scheme. 

4.20. The Committee would also like the Government to da away 
with the margin money in the case of Scheduled Caste and Sche-
duled Tribe borrowers particularly where assets created out of the 
procured loan are hypothicated to the banks. 

4.21. The Committee endorse the recommendation made by the 
Commissioner for Scheduled Castes and Scheduled Tribes in his 26th 
report that all State Governments/Union Territory Administrations 
should consider the desirability of constituting special cens in the 
respective DiJoec:.torate of Soclal/HBrijan Welfare for giving guidance 
to Scheduled Caste and Scheduled Tribe entrepreneurs for settinJ 
up small scale industrial units. 

. 4.22. The Committee are happy to note that Banking Division hi 
presently considering the proposal for setting up Grievance Cells 
at District levels which will look Into all difBcu1ties in mlooth Bow 
of. inatitutional credit and make suitable recommendations to con-
cerned financial institutions. The Committee would like the Gov-
ernment to give shape to this proposal and would also sugr:est that 
Director of Social/Barijan Welfare at State level and District Wel-
fare OfIlcer at District level should be associated with "'lch Grie-
vance CeDs. 

4.23. The Committee are unable to agree with the view point of 
the M'mJstry of Finance's representative that il the suggestion that 
'interest at 4 per cent may be charged on the amount. pennissible 
IDlder DRI scheme and at higher rate of interest on amount in ex-
cess thereof' would work to the detriment at poorer sections anel 
therefore would not be In accordance with the spirit or the scheme. 
They feel that this suggestion should be gone into deeply with • 
view to make more funds avallable to Scheduled Caste and St-be-
duled TrIbe borrowers for taking up productive and economIcally 
mble ventures. 
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B. Coasumptien LoaD, 

4.24. The Working Group on Priority Sector lending under the 
20 Point economic programme in its report has stated that one of 
the important criteria for advances being classified as priority sector 
hitherto has been that such advances should be for productive pur-
poses. Although on this basis it would not be p09!lible to classify 
as priority sector housiQg finance for members of the weaker sections 
who have been allotted hoUSe sites, the Group feels that such 
advances to the weaker .ections of the soci'ety would need a special 
treatment. The Group has also recommended that direct loans to 
Scheduled Cutes and Scheduled TrIbes and the economically 
weaker sections, .... the low income group where indiv'J.aual loan 
amounts do not exceed Be. rJ)OO/- for house constructipn finance 
should be treated as a separate category under the 'Priority Sector' 
advances. 

f.aI. The Group 1110 feels that the pure consumption loans given 
by banks to the agriculturists etc., which in any case would not 
Qceed BII. 500/- per family pft year for different purposes should 
also be treated 8S direct advances to the 'friority Sector' . . ' 

4.26. The Committee enquired the decision taken by Government 
in the matter. The representa1::$ve Of the Ministry of Finance, 
Department of Economic Affairs (Banking Division) during the 
course of his evidence has stated. 'This is already Deing done.' 

oi27. In reply to a further question, the repreeentative of the 
Ministry of Finance, Department of Economic Affairs (Banking 
Division) has explained the "consumption" loan as utlder:-

"People require some money during the agricultural season 
for various personal activities, otherwise they have to go 
to the money lenders, and once they get into the clutches 
of the moneylenders, it becomes difficult for them to get 
themselves extricated. :Banks will give them money 
which they will repay. This is usually given alongwith 
produ~tion loans, because, during the period the crop is 
raise,d, he might need some money for his own use." 

4.28. When the Committee piointed out that Scheduled Cae_ 
and Scheduled Tribes have very negUgible landholdings and major 
portion of the money goes to the farmers who do not belong to 

.. ' 
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these communities, the representative of the Ministry ot Finance, 
Department of Economic Mairs (lianking DiVision) bas obcterved:-

"It i.e possible that a large amount may 80 to the f8l'Dle1'l. 
But even those who are artisans or who are doing dairy 
work Or poultry or hmdless labourers are also entitled. to 
this fadlity." 

4.29. When the Committee pOinted out that in the rural areas 
majority ot the Scheduled Castes and Scheduled Tribes are marginal 
farmers or landleas labourers and during non-crop and non-season 
days they are unemployed and have to borrow in cash or in kind 
from the village traders at a very high rate of interest and enqUired 
Government's proposals for introducing employment oriented 
schemes and to _ provide them consumption credit during non-season 
period, the Ministry of Finance, Department ot Economic Affairs 
(Banking DiviSion) in a written note furnished to the Committee 
has stated that there is already a scheme in operation for granting 
consumption credit upto Re. 500/- to small and marginal fllnl"le1'5 
and landless labourers at concessional rate of interest. ThI. I's appli-
cable to Scheduled Castes/Scheduled Tribes also. Banks provide 
credit fac'ilities to small and marginal farmers and landless labourers 
for allied activities like dairying, sheep, r_ng, etc., to supplement 
their income. 

4.30. Asked whether Government have accepted the recommen-
dation made by the working group on Tribal Development during 
medium term plan 1978---83 that the Reserve Bank of India shoull! 
provide refinance facility for consumption credit advanced to the 
tribals by the Central Financing Agencies, the representative of the 
Ministry of Home A1fairshas stated during evidence that the matter 
is under consideration. 

4.31. In reply to a specific question whether the recommendation 
made by the Working Group has been accepted, the representative 
of the Ministry of Home Affairs has stated during evidence: 

''This was actually the recommendation of the Working Group 
which was appointed by the Ministry of Home Affa1l'8. 
These recommendations have been sent to various Mfnis-, 
tries. This was for a mid-term plan. Since then we have 
gone in for the Sixth Plan. A new Working Group appoint-
ed for the purpose baa given us a report and that report Is 
now under consideration." 
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He has further explained: 

"Consumption loan is how being given by LAMPS. These 
are Multi-purpose Cooperative Societies operating in the 
tribal areas. Their functions are three-fold; firstly. their 
function is to procure from the tribals the forest produce; 
their second function is to sell to the tribals the consumer 
items at the controlled price or at reasonable prices so 
that they are not treated badly by the village banias, the 
third function Of extending the consumption credit has 
been taken over by the LAMPS. A part of the functions 
is carried out by the State Cooperative Banks through the 
District Central Cooperative Banks. 

4.32. When the Committee pointed out that Reserve Bank of 
India is not providing funds to the State Cooperative Banks for 
consumption loan and in the absence of that facility the Banks do 
not give consumption loan to the tribals, the representative of the 
Ministry of Home Mairs during the course of his evidence haa 
stated: I ,.., 

"We are in touch with the Reserve Bank of India and also the 
Ministry of Finance." 

4.33. The Committee are surprised to know that recommendation 
of the Workiq Group. Tribal Development made in its Report 
of July 1978 that the Reserve Bank of India may reflnance consnmp-
tion eredit advances to the Tribals by the Central .1nRDcinli 
Agencies was still under the consideration of Government. The 
Committee expect that schemes relating to the upliftment of eco-
nomically weaker sections of society are given priority and deCisions 
on them are not delayed so long. They hope that early decision will 
be taken in the matter ... 

4.31. The Committee note that the consumption loan has now 
been given a place under the priority sedor lending. The Com .. 
mlttee desire that Government should immediately issue neceaary 
instructions that the 'consumption loan' should be considered as an 
essential component of the credit so that there is no reluctance on the 
part of public seetor banks and other flnanelal tns~tutlons tn" fln-
andnr consumption eredit given to the Scheduled Caste alld 
Scheduled TrIbe borrowers. 

C. ROUSing Loans 

".35. It h'a8 been stated that BankB have been permitted to advance 
houatng loans directly for the benefit of Scheduled CastesJScheduled 
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Tribes and economically weaker sections. Whereas the normat-rate 
of interest on such loans is 12 per cent, the rate of interest on direct 
loans to Scheduled Caste/Scheduled Tribes is only 4 per cent Pl'()oo 
vided the Housing Loan given to an individual does not exceed 
Rs. 2500/-. As at the end of December, 1979, the amount outstand-
ing on account of direct loans advanced to individuals/groups of 
borrowers belonging to economically weaker sections and Scheduled 
Castes/Scheduled Tribes was 17.74 crores. ' 

4.36. Asked what percentage does the amount of Rs. 17.74 crores 
advanced for construction of houses to individuals/groups of 
borrowers belonging to economically weaker sections and Scheduled 
CastesJScheduled Tribes conetitute to the total housing loan ad-
vanced at normal rate of interest of 12 per cent to persons other 
than these people, the Ministry of Finance, Department of Economic 
Mairs (Banking Division) in a note fumished to the Committee 
has stated that the revised figures of amount outstanding as at the 
end of 19'19 in respect Of Direct HOUSing loans advanced by banks are 
8s given below: 

(A'Il')unta in lakhl orRupeel) 

Amount outltandl", .. at the 
end of 1979 

Public Private Total 
leCtor lCCtor 
banb ba!Ib 

(i) IndiYidllal.fOroups of BorrowerI belonsiur to 
econoroica1ly WIIIIlIer aectiOrl8/SO/ST. • 1l1li4.91 22.22 1907. 19 

(ii) Individuals/Groups ~ borrowen (other than 
ecoaomically weaker lectiam/SC/ST). . 436.60 60.81 497.41 

TOTAL ISII·51 8S·OS 1.f04·54 

------------------------------------
4.37. The amount of RB. 19.07 crOre8 is outstanding both agalnJt 

(a) SC/ST borrowers (at 4 per cent rate of interest) and (b) other 
weaker sections (at 12 per cent Interest) and the break up of this 
amount between these two categories fa Dot available. However, 
loans amounting to as. 4.97 crores which were due from Individual/ 
groups of borrowers other than thOle belonging to economtcall,. 
weaker sections/Scheduled Castes/Scheduled Tribes are charged in-
terest at 12 per cent per annum. 

4.38: In reply to a question it bas further been .tated that all 
banks have been advised to finance house C011.Itruction adivttlel. 
TbJa ftDance Includes direct ftnanee to individuals and grc)UPI of 
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bol'1'8Wers belonging to economically weaker sections inclu~ 
Scheduled Castes/Scheduled Tribes and other less well to do sectioIll 
of society. Separate bank-wise figures for five years are however not , 
available. 

4.39. Asktd when the maximum limit of Rs. 2500/- at 4 per cent 
rate of 1ftterest was #Xed by the Ba»ks aad whether Govenlluent 
propose to increase this limit taking into consideration the rising cOlt 
of house construction, the . Ministry of Finance, Department of 
Economic Affairs (Banking Division) ill a note submitted to the 
Co1l1tnittee has stated th'llt in the guidelines on housing finance 
issued to banks by the Reserve Bank In May 1979 it has been speci-
fled that rate of interest on direct loans to Scheduled Castes and 
Scheduled Tribes will be 4 per cent per annum provlded the loan to 
individual does not exceed Rs. 2500/-. Or. Krishnaswamy Working 
Group which was 'appointed by the Reserve Bank of India to examine 
the role of banking system in providi~g ftoance for housing schemes 
has inter-alia recommended that direct finance upto Rs. 0000/- for .", 
construction of houses granted to Scheduled Castes/Scheduled 
Tribes and the weaker sections Of the society irrespective of Deposit 
Insurance and Credit Guarantee Corporation coveroage, as also 
indirect finance given to any governmental agency for the purpose 
of constructing houses exclusively for the benefit Of Scheduled 
Castes/Scheduled Tribes and low income groups and where loan 
componeht does not exceed Rs. 5000/- per unit should be treated as 
priority sector advances. This recommendation has been accepted 
and instructions have been issued to banks accordingly. 

4.40. The Committee note that at the end of December 1979, the 
amount outstanding in respect of, Direct Housing loans advances 
by banks (public and private sectors) to individual/groups of bor-
rowers belonging to economically weaker sections/Scheduled 
Castes/Scheduled Tribes was Rs. 19.07 crores. The Committee 
regret that separate figures of the loans advanced to Sc!heduled 
Castes and Scheduled Tribes are not avanable. They recoDlmend 
that separate figures of loans advanced to Scheduled Castes alld 
Scheduled Tribes should be maintained. 

t.«t. The Commlttee also note that In the ligItt of the recom-
mendations of Dr. Krlsbnaswamy Workbtg Greup it hu been: 
deeiW (1) to raise the maim'; IilDit of Ra. 2500/- for an .. dvaDce 
for housbae to sekeduJed Castes/Scheduled Tribes 8Ild other weaker 
sectloaa of tile soelet,. to as· 50001- .... (U) to treat Inditect tIa~ 
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livea to ...,. ~ .. t.I .ncy for the purpose of conatruetJq 
lao ... .exdulvely ,. .... beDeAt of Seheduled Cates/Scheduled 
Tribes IUUI low iDCOIDe azouPl ancI whaoe loan component d0e8 not 
ac~ Ba. SOOOI- per unit, as priority sector advances .. ·. 

4.'1. Tbe COIDQdftee uecl hardl, point out that bulk. of the 
Scheduled C.te ancl Scheduled Tribe communities Dve iD I'Ul'aI 
areQ,. wbicla are without adequate civic ameniti... 8D. Uvm., COD-
dltion 0,1 a large part 01. the people it appallna. The Committee 
feel if the objective of .pro"iq the qualhy of life of these com-
munities is to be achieved a substantial amount wUl have to b. 
earmarked every year for advaneine houslng loes to the Scheduled. 
Cast. and Sebeduled Tribes. These loan. s1aould be made avail-
abie to these collllDUDities 'through varieus financial institutions at 
a nominal rate of interest· The ColJIIIIittee desire that the maxi-
mum limit of • housing loan for Scheduled Castes/Scheduled Tribes 
should also be rahetl to as. 7,5Oft/- with a provision of 25 per cent 
subsidy. The Comwittee would ablo llke that • systematic evalua-
tion of the housing need of the Scheduled Castes and Scheduled 
Tribes should be undertaken immediately and schemes in the light 
of that evaluation should be e"olved 'for flnancing from all sources 
80 that a maximum number of Scheduled Castes and Scheduled 
Tribes could have a neat and clean dwelHng place of their own in 
the minimum possible period. 

D. Review of Performance/Data Collecting 

4.43. The Committee have been informed that Banks submit to 
Reserve Bank of India a quarterly statement of advances outstand-
ing under the priority sector. Monitoring of the progress made in 
lending to the priority sectors is made on the basis of these quar-
terly statements. Progress achieved by Banks in reaching the 
targets fixed is also reviewed by the Reserve Bank of India during 
periodical inspections carried out by it under Section 35 of the 
Banking Regulation Act, 1949. 

4.44.. The progress made by the banks is mentioned on qu-arterly 
basis by the Reserve Bank of India as also by the Department of 
Economic Affairs (Banking Division) Ministry of Finance. The banD 
whose progress is found below the targetted level are adviRed to 
take remedial measures for improving their lending. 

4.45. Asked when the performance of the banks was last review-
ed and with what ressults; when the next review is likely to take 
place and at what intervals the review is made, the Ministry of 
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Finance, Department of Economic A1fa.irs (Banking Division) in a 
note furnished to the Committee has stated that data on advances 
to priority sectors are collected by the Reserve Bank of India and 
the Government on a quarterly basis. Because of the spread of the 
branch network and the magnitude of the data compilation work, 
these are usually available with considerable time lag. Efforts are 
being made to cut down the delays by making controlling officers 
of the banks 'responsible for district-wise consolidation of data in 
respect of their branches and the Regional Oftices of the Reserve 
Bank of India for consolidation of data from all banks. 

4.46. The quarterly returns are analysed by the respective banks 
and memaranda thereon are placed by them before their respec-
tive boards of Directors. The periodicity of the reviews varies 
from bank to bank depending on the size of their branch network, 
the internal degree of mechanical processing system of apprising 
the Boards, etc. In some banks data for end-June 1980 have been 
reviewed whUe in others reviews relate to end-March 1980 or 
December, 1979. 

4.47. Unless required for some special reason, an overall review 
ot the banks' performance regarding priority sector lending is 
generally undertaken every half year. The latest !'eView under-
taken by the Government on the basis of the provisional returns 
from the banks relates to the position obtaining as at the end of 
June 1980, and has only recently been completed. The 'revip.w has 
revealed that, as a group, the public sector banks had lent 34.5 per 
cent of their aggregate credit to the priority sectors. The-e were, 
however, 12 banks which had yet to reach the level of 33.3 per cent. 
Attention of these banks have been drawn to the need for more 
conce-ted action to step up the flow of credit to priority sectors in 
view of the revised target of 40 per cent which they have to aehieve 
by March 1985- The share of Schedulea Caste/Schedule Tribe in 
the priority sector advances of the banks is also taken note of. As 
at the end of June 1980, the borrowers belonging to Schedule Castel 
Scheduled Tribe accounted for advances of Rs. 278 crores or 4.1 per 
cent of the banks' aggregate priority sector advances involving 17.3 
lakhs or 14.9 per cent of the borrowal accounts in their sectors. The 
bam have been asked to endeavour to set up their cove-age of 
these communities. 

4.48. When asked to state the reasons for not reaching the Jevel 
of lending of 33.S per cent of their aggregate credit by these banks 
and the action taken by Government or Reserve Bank of India in 
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this regard, the Ministry Of Finance, Department of Economic 
Mairs (Banking Division) in a written note furnished to the CClm-
mittee has informed that of the banks which had not attained the 
level of priority sector advances accounting for 33.3 per cent of their 
aggregate credit by June 1980, th!'ee viz. State Bank of Indore 
(33.04), Central Bank of India (33.09), Indian Bank (33.2 per cent) 
were in only marginal default. Another five banks viz. Indian 
Overseas Bank (32.65 per cent), Punjab and Sind Bank (31.86 per 
cent), New Bank of India (30.53 per cent), Vijaya Bank (31.19 per 
cent) and Corporation Bank (30.23 per cent) were close to the tar-
getted levels. Three bahks viz. United Bank of India (27.413 per 
cent) Allahabad Bank (27.90 per cent) and Oriental Bank of Com-
merce (26·85 per cent) were still considerably below the targetted 
levels. 

4.49, In the case of Allahabad Bank and United Bank of India, 
the level of priority sector lending had been fa!" below that of the 
other nationalised banks right from the time of bank nationaliaa-
Uon-around 6 per cent compared to the average of 14.6 per cent 
for the pubUc sector banks. In terms of incremental efforts, there-
fore, even these banks have put in equal amount of effort. Oriental 
Bank of Commerce came into the fold of the pubUc sector only on 
April 15, 1980. 

4.50. The Chief Executives of all the public sector banks which 
have yet to achieve the targetted proportions of priority sector 
lending were addressed to ensure tncreued incremental effort 
towards raiafng the share of priority aector advances in their aggre-
gate credit so as to reach the level of 40 per cent by March 1985. 
They have confirmed that measures are being taken to progressively 
reach this goal by the acheduled date. 

4.51. The Statesman, New Delhi, under the caption "Banks a Btg 
help, but mostly to the Big Fish" reported on 18th September, 1980: 

"A symposium on the role of district industries centres was 
held today under the auspices of the State Bank of India 
in collaboration with the Small Industri81 ServlC8ll In-
stitute, Directorate of Industries and DistrIct Industries 
Centres. 

The symposium was organ1aed to flnd out the ef!ectivene81 of 
the commerdal banks and ftnanclal institutions In ren-
dering ftnanclal asmtance to small and tiny units aud 
new entrepreneurs in the range of DIe. 
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The Speakers were unanimous that banks and other financial 

institutions were doing commendable service for provid.ta1a 
finance to the small-scale sector. Yet itonically 4Ql0\l-' 
the major part of these benefits had reached the orpmaW 
sector units mostly located in urban areaa. Tiny sector 
comprising entrepreneurs in rural areas, traditional arti-
sans and technically qualifi.ed small entrepreneurs who 
wan~ to set up new ventures, had not been given the 
due attention by the institutions responsible for providing 
essential inputs, including finance." 

4.52. The Committee drew attention of the Ministry to the above 
report and asked what steps Government are taking to ensure that 
the weaker section gets its due share of loans under the various Gov-
ernment lending schemes, the Ministry of Finance, Depa(tment of 
Economic Affairs (Banking Division) in a note furnished to the 
Committee has stated: 

"The earlier data reporting system did not provide for collec-
tion of separate data in respect of advances to tiny sector. 
It is ollly recently that the banks have been advised to 
furnish separate data in respect of this category." 

4.53. Separate data is being collected. for advances to Scheduled 
Caste/Scheduled. Tribe under various sectors, viz., agriculture, SSI 
(comprieing artisans, village and cottage industries, other small 
scale industrial units in tiny sectors, craftsmen and other qualified" 
entrepreneurs). Further, data relating to DRI advances to Sche-
duled CastejScheduled Tribe is also being collected. The data collee-
tion system is being revised by R. B. I. 

4.M. The Committee are distressed to note that there is a c»nai-
det'able time-lag in the submission and consolidation of data in repnl 
to the various lending schemes implemented by the banks and the 
periodicity of Nview is also not uniform and timely. The Committee 
desire that timely submission of progress reports by the banks should 
be insisted al delay in the supply of returnl will defeat the purpose 
for which they are called for. " 

4.55. The Committee are dismayed to note that the lending 
schemes He being implemented. by the public sedor banks and 
reviewed by the Reserve Bank of India is a ..... 41 cHy. Aa many as 
1! IUltionalised banks have not yet attaiDei the .vel of priority 
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-.ector advances of 33.3 per cent of their aggregate credit till June 
1180 and performance of three banks was mueh below the targeted 
level. The Committee, would, therefore, like the Reserve Bank of 
india to have a special review of the various lending schemes launch-
,eel by the 12 naUonaliBed banks under the priority sector lendinc 
with a view to ascertainine the problems eBcountereci by these banks 
in the implementation of those schemes and sugrest remedial mea-
sures where necessary. 

4.5)6. The Committee are of the opinion that monitoring and 
evaluation of the schemes for Scheduled Castes and Scheduled Tribel 
being flnaneed by the Public Sector Banks should be undertak. on 
a continuous and regular basis so that inadequacy in the implemen-
tation of these schemes are identified and rectified in time, aad tbe 
impact ef the tlCheme. on the well.belntr of the beneficiaries could 
be .-sessed. 

4.5'1. Th. Committee also recommend that the result of the review 
mould be pbliahed ia. tbe Annual Reporil of the BaIlks/Reserve 
Bank of Inella IMiaistry togetber with tbe amont of assistance 
'that has goae. to Scheduled Castes and Scheduled Tribes In each 
trade/activity so that the information may dluemln.ate to all 
branches of the banks and Government and Parliament are informed 
about the ftOw o~ credit to various sections of the society, particularly 

·to • 8dleduled Castes and Scheduled Tribes. 

NEW DEIJu; 
April 23, 1981 
Vaisakha 3;-1903 (Saka) 

R. R. BHOLE, 
Chai~n, 

Committee on the Welfare Of Scheduled 
Castes and Scheduled Tribes. 



APPENDIX I 
(Yull para I. 17 of Chapter I) 

~ SMlIJin, 1M SI4If-IIJUt itiformtJlion qf B..R.BS (as 011 9o-g-1g80) 

81. 
No. 

Name of State and PRB Districts COYered -----_ .. _-- -. -----_. __ .. _---

I. AnIMa ProMsh (4-) 

(i) Nagu:Juna Grameena Bank. Khammam 
(ii) Rayalueema (Mameena Bank. Cuddapah 

(iii) 8ri Viaakha Grameena. Bank. SriJraJrulaI1l 

(iv) Sree Ananth. Grameena Bank. Anantapur 

II. As.uIm (a) 

(i) PrarJyoU.h Gaonlia Bank. Nalbari 
(ii) Lakhlmi Gaonlia Bank. Oo\anibat 

S. BiIMr (I~) 

(I) Bhojpur Rohtas Gramin Bank. Arrah 
(ii) Cbampuran Kshetriya Gr. Bank. Motihari 

(iii) Mopdh Gramin Bank. Gaya 

(iv) Kosi Kshetriya Gr. Bank. Pumea 

(v) Vaiahali Kshtriya Gr. Bank. Muzuft"arpur 

(vi) Monghyr Kshetriya Gr. Bank. Monghyr 
(vii) Santhal Parpnas Or. Bank. Dumb 

(viii) Modhubani K.shettiya Gr. Bank. Madhubani 

(lx) Nalanda Gr. Bank. Bihanhtrifl' 

(x) Singhbhum Kmetriya Gramin Bank, Chibua 

(xi) Mlthila Kshetriya Gr. Bank. Durbhanp 

(xii) Samastipur Kshetriya Gr. Bank, Samutipur 
lltlH) Palamau K.shetriya Gr. Bank. DiltOllpoqj 

(xiv) Ranchi Kshetriya Gr. Bank. Ranchi 

+- ClljllNl (ll) 

(i) Jamnapr Gr. Bank. Jamapagar 
(ii) Kutch Gr. Bank. Bh'\! 

3 

(B) 

Khammam &. Nalsonda 
Cu~upah. Kumool 
Visakhapatanam Srikakulam and 
Vizlanagram 

Anantapur 

(5) 

Goulpura, Kamrup and 
Dammg Sit.pr and NoWSODlJ 

(II) 

Bhojpur &. llohtas East &. West 

Ohampurau. 

Gaya, Nawda and Auruupbad 

Purnea. Saharaa It Xatihar 

MuzufIlupur Vaiahall. Sitamuh 

Monghyr 
Santhal Parapnaa 

Madhubani 
Nal:.nda 
Singhbhum 
Durbbanp 

Sama.tipur 
Palamau 
R.ancbi 

Jaumapr 
Kutch 



5. HtItpII (II) (4) 

(i) Harayana Kahetrlya Gr. Bulk, Bank, Bbiwani llbiwani 

(ii) Gurpon Gr. Bank, Gurgaou • 

6. Hurtaelull Pradu/a (I) 

(i) Himachal Gr. Bank, Mandi 

7. 1_ fIIId XiUltmir (II) 

(i) Jammu Rural Bank,Jammu 

(ii) Ellaquai Dehati Bank, Srinagar . 

8. X.".".. (4) 

(i) Tungbhadra Gr. Bank, Be1lary 

(ii) Malaprabha Gr. Bulk, Dharwar 

(iii) Cauvery Grameen. Bank, M)"ore 

(iv) KriuhDa Gramcen Bank, Gulbarp 

9. XmIJ4 (2) 

(i) South Malabar Gr. Bank, Malappuram: 

(ii) North Malabar Gr. Bank, GunnaDOI'O 

10. M.o.". P, .. ", (9) 

(i) Kdidrlya Grameen Bank, HOIbaaiabad 

(ii) BftMpur Raipur Xahttriya Gr. BalIk Bi1upur 
(Iii) Rewa Sidhl Gr. Bank, Rewa 

(iv) Bunde1khand IObetriya Gr. Bank, Tikamgarh 

(v) Sharda Gr. Bank, Satna 
(vi) Surguja Kahetriya Gr. Bank, Amhibpur 

(vii) Datar IObetriya Gr. Bank, Jaadalpur 
(Wi) Durg-RajnaDdpou. Gr. Bank, R8Jn1 ndpon 
(ill) Jhabua-Dhar Kahetriya Or. Bank,jhabua 

11. MllAtJraslllrG (I) 

(i) Marathwada Gr. Bank, Nanded 

Gurpon, Faridbad alii\-
Mahendergarh 

(3) 

Mandi. Kangra and KuJu 

(8) 

Jammu Kathuwa Rajouri & 
Poonch 

Srinagar, Anantnag, Badpm 
andPulwama 

(7) . 

BaUary and Raichur 

Dharwar and Jlelpum 

MyiOI'e and Huun 
Gulbarp. 

(3) 

Malappura!!l, Kmb1kodo 
(except the Talub of North 
WynAd) 

Oannanore and Taluk of North 
Wynad in the cIIt. of KoUikode 

(15) 

HOIhanpbad and RaUen 
BUupur and Ralpur 
Rewa and 8idhl 
Chhatarpur and Tlkamgarh 

Satna 

S~a 

Datar 
DIq and llajnaadpoD 

Jhabua and Dhar 
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-lIZ. Orissa (7) 

(1) Puri Gramya BaDk, PlpJi 
(ii) BcJ1angIr Anchalik Gramya Bank, Bolangir 

(ill) Cuttack Gramya Bank, Cuttack 

(iv) Koraput Panchabali Gramya Bank, Jeypore 

(v) Kalahandl Ancha-Iib Gramya Banlt, Oolaghat 

(vi) BaltaraDi Gramya Bank, Baripadal 
(vii) BaIuore Oramya Bank, Baluore 

IS· RlfiGl"'" (4) 

(1) Jaipur Nasaur Aancbalik Or. Bank, Jaipur 

(ii) Marwar ~ Bank, Pall 

(Iii) Shekhawad Gr. Banlt, Sibr 
(iv) Marudhar Klhetriya Or. Bank, Churu 

'4, Tamil}/tlilu (I) 

(i) Pandyan Grama Bank, Sattur 

'5' Tr(.6ww (I) 

(i) Tripura Gr. BalIk. Aprtala 

16. Ut,., Pr~ (l1li) 

(i) Prathama Bank, MOl'adabad 

(ii) Gorakbpur Klhetriya Gr. Bank, Gorakbpur 

(iii) Samyut IOhetriya Or. Bank, Asamgarh 

(iv) Barabank! Gr. Bank, Barabanld . 

(v) Rae Barell Kahetriya Or. Bank, Rae Bareli 

(vi) Farrukhabad Gr. Bank, Farrukhabad . 
(vii) Bhagiratb Gr. Bank, Sitapur 

(viii) &Ilia IOhetrlya Gr. Bank, BalIia 
(ix) Sultanpur Klhetri}'3 Gr. Bank, Sultanpur 

(I[) Hardoi-Unnao Gr. Bank, Hardoi 

(D) Kanpur Klhetriya Gr. Bank, Kanpur 

(m) Sravaathi Gr. Bank, Bahraich 

8 

(9) 

Purl 
BoIangir and Sambalpur 
Cuttaclt 

Koraput 

Kalahaodi 
Mayurbhang and Keonjhar 
Baluore 

(8) 

. Jaipur and Napur 

Pall, Sirobi and Jalore 

SlUr azacl.Jhw\lhWN 
,Churu 

(2) 

Ramanatbapuram &; 'nrudel-
veli. 

(3) 

Tripura North Tripara South 
IIDII Tripura Weat 

Moradat.cl 

Gordhpur II: DeorIa 

Aumprh & Obulpur 

BatIlbanki 

Rae Barell 

Farrukhabacl 

Sitapur 
Ba1Iia 

Sultanpur 
Hardoi &; UIlD80 

, Kanput 

Babraich 

. 
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(xiii) Etawab Ksbetriya Gr. Bulk, EtaWah 

(xiv) Kisan Gr. Bank, BudauD 

(xv) Buti Gr. Bank, Buti 

(xvi) Klhetriya KUan Gr. Bank, Mainpuri 

(xvii) Kubi Gr. Bank, Varanui 

(xviii) Allahabad Kahetriya Gr. Bank, Allahabad 

(xix) Pratapgarh Ksheaiya Gr. Bank, Pratapgarh 

(xx) Faizabad Kahetriya Gr. Bank, Fmabad 

(xxi) Fatebpur Kahetriya Gr. Bank, Fatebpur 

(xxii) Bareilly Klhetriya Gramm Banii', Bueilly 
, J . 

17. W,sl B""aJ (6) 

(i) Gaur Gr. Bank, Maida 

(ll) MaUabhum Gr. Bank, Bankura 

(iii) Mayurabhi Gr. Bank, Suri 

Etawab 

Budaun 

Buti 

Maiapuri 

Varanui 

~bad 
pfatapptb 

Faiaabad 

Fatebpur 

Bareilly 

(IS) 

Maida, Welt Dinajpur" 
Munhidabad 
~, Purulia A Mldba~ 
.' J t '. 

Birbhum and Hoogbly 

(iv) Uuar Banga Ksbetriya Gr. Bank, Coocb Behar Cooch Behar, Jaipairurl aad 
D 'celins 

(v) Nadia Gr. Bank, Kriahnagar N:d': 

(vi) Sagar Gr. Bank, Amtala 114 Parpnu 

Sf RR8s eltablished 10 far in 17 Statel covered 141 distrietl. 
----_. 

N. B.-Fisures m brackets under columna No. II and S iDdicatei the number of IUUII and 
number of diPriCII covered re.pectiveJy. 



.-. APPENDIX D 

(Vide para 3·6 of the Report) 

REVISED GUIDELINES ON DIFFERENTIAL RATE OF INTER-
EST SCHEME AS AMENEDED UPTO 19-2--1960 

1. Sc&pe and Cove1'age 

1.1. The Scheme will to operative in the entire country. 
-

1.2. Target: Banks should lend under the scheme minimum of 15 
of their aggregate advances as at the end of previous year. 

~ 
1.3. In order to ensure that the weaker sections in the rural 

areas derive maximum benefit under the scheme and bulk of the 
advances are not pre-empted by urbanimetropolitan areas, tlie banks 
operating the scheme will ensure that not less than 2/3rd of their 
advances under this scheme are routed through their rural and 
semi-urban branches. Correspondingly not more than 1/3rd o{ their 
credit under the scheme may go from their urban and metropolitan 
branches. 

1.4. To ensure that person belonging to Scheduled Castes and 
Scheduled Tribes get their due share of benefits under the scheme, 
not less than 2/5th (40 per cent) of the bank credit under the scheme 
should flow to th~ eligible borrowers belonging to Scheduled Castes 
and Scheduled Tribes. 

2. Operational Agencies 

2.1. PubliC SectCYr Banks: The scheme of Differential Rate of 
Interest will be operated by all the public sector banks. 

2.2. Non.-nationalised Banks: Non-nationalised banb having 
lend responsibilities will operate the scheme 'at least in their lend 
districts. Other non-nationalised banks may also implement the 
scheme on a voluntary basis. 

2.3. Regional Rural Banks: Under the Scheme of Regional Rural 
Banks, credit is to be made available to the borrowers at the same 
rates as the cooneratives. These banks are, therefore, not permItted 
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to advance credit at concessional rates of interest. To ensure that 
the persons served by those banks can also avail themselves of the 
benefits of· the Scheme, the sponsoring banks may lend through 
Regional Rural Banks on an agency or refinance' basis. Thus, eli-
gible borrowen: will be able to obtain loans at the rate of 4 per cent 
per annum in the areas served by the Regional Rural Banks .. Moda­
lities for the agency /refina.nce basin t1f lending will be worked out btl 
the R.B.I. 

3. Eligibility l":riteria: The categories of persons enumerated in 
para 4 will be eligible to the benefits of the scheme even if they 
have no tangible security of any worth to ot1'er or cannot produce 
security/guarantee of a well to do party, provided they satisfy the 
criteri~ laid down below:-

3.1. Family income of the borrower from all sources does not 
exceed Rs. 3,000/- per annum in urban and &emf-urban areas or 
Rs. 2,000/- per annum in rural areas. 

3.2. He does not own any land or the sfze of h'is holding does 
not exceed one acre in the case of irrigated land ~nd 2.5 acres in the 
case of un-irrigated land. 

3.3. Members of Scheduled Castes and Scheduled Tribes are 
eligible for the loan irrespective of their land holdings, provided 
they satisfy the other criteria. 

3.4. He can be helped to rise above his present economic level 
through a productive endeavour with ass'istance from banks, the 
productive endeavour being such as would become economically 
viable within a period of, say, 3 years. 

3.5. He does not incur liability to two source. of finance at the 
same tilne. 

3.6. He works largely on his own and with such help as other 
members of his family or some joint partners may give to him and 
does not employ paid employees on a regular basis. 

Explana.tory Note: 

It is not intended that a borrower should be required to produce 
document'lry evidence to establish his eligibility under the scheme. 
It is expected that the officials of the bank at the branch level would 
be conversant with the economic and other circumstances.l the 
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borrower. They may make such local enquiries as may bE! required 
in each case before sanctioning the loan, bearing in mind the 
conditions mentioned in this paragraph. 

4. Categories of Eligible Persons: Persons who satisfy the income 
and land holding criteriA and broadly fall in the categories indicated 
below will be eligible to the benefits of the scheme. ('the list is only 
illustrated and not exhaustive). 

4.1. Scheduled Tribes, Scheduled Cll9tes and others engaged on 
a very modest scale, in agriculture and/or allied agricultural acti-
vities. 

4.2. People who themselves collect, or do elementary proce!lsing 
of forest products and people who themselves collect fodder in 
difficult areas and sell them to farmers and traders, 

4.3. People physically engaged on a modest scale in the fields 
Of cottage and rural industries and vocations. Illustrative examples 
are, C'lltting clC'th and sewing garments, making reasonably cheap 
eatables, home delivery service of articles and commodities of daily 
use, running way-side tea stalls, playing of self-owned manual 
rickshaws and cycle-rickshaws, repairing of shoes/sandleo.; mainly by 
weaker sections/Scheduled Castes/Scheduled Tribes are charged in 
hand, basket-mAking by hand, etc. 

4.4. Indigent students of merit loing in for higher education 
who do not get scholarships/maintenance grants from governmental 
or educational authorities. 

4.5. Physically handicapped persons pursuing a gainful occupa-
tion. 

Terms and Conditi'oos of Loan: The terms and conditions of loan 
under the scheme will be as follows:-

5.1. Amount of loan wllI depend on the particular scheme pro-
posed to be financed and should be adequate to ena~le the borrower 
to finance his requirements without having to borrow funds from 
another source. It is expected that normally. the maximum amount 
under the scheme may not exceed Rs. 1,500 for a working capital 
loan and Rs. 5,000 for a term loan. In exceptional cases particular-
ly for institutions and in the case of indigent students Of merit. 
higher amounts may be considered. Wher~ a composite loan ill 
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saecti~ by !COamlercial banks to a small scale industrialist, 
vUlaee aI1iaan, etc. in the deceI\~alised sector, if the borrower 
satisfies the eligibility criteria under this Scheme, he may be 
graDied loans totalling Rs. 6,500 wtthout making any distinction 
~tween working capital and term loans. 

5.2. Both working capital and term loan wUl be admiaBible in 
accordance with the specific requirement of the borrower. 

5;3. Requirements of margin money may not be ~ ;&d upon 
as the category of borrowers belong to the weakest strata of society 
and may not always be in a position to f~rnish margin money. 

5.4. Rllte of Interest will be uniformly fixed at 4 per cent per 
annum. 

5.5. Term loon: FortheacquUiition Of fixed assets shall not 
eMeed 5 .years, including a grace period not exceeding two years 
on the repayment of principal, The repayment schedule will be 
worked out in each case having regard to the nature of the activity 
of the borrower and the economics of the scheme. In assessing the 
surplus for the payment of interest and principal, due allowance 
should be made for the sustenance requirements of the borrower 
himself. 

5.6. The assets purchased with the loan may be hypothecated 
to the bank. Inat:Ution, in appropriate cases of loans to a homo-
geneous group Of ~rrowers, group guarantee may be llccepted. 

5.7. Each loan is to be covered under the Credit Guarantee 
. Scl1eme. The gJ.larantee fee .lIhoUld be met by the banks, ~nd not 
charged to the borroweN. 

5.8. The cost of insurance of the assets charged to the banks, 
if considered necessary, should be bome by the bank. 

5.9. The banks may consider some suitable initial mora.torium in 
repayment, if so warranted. 

6. Institutio7l-l: Following institutions will be eligible for credit 
under the scheme. 

6.1. Orphanages and Women's Homes: Where saleable goods are 
made and for which no adequate and dependable source of finance, 
e.g., endowments or regular charities, exist. 

6: 2. Institutions for physically handicapped persons pursuing 8 
gainful occupation where some durable equipment and/or continuous 
supply of raw material is useful. 
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Note 1. Institutions, for ph~ically handicapped persons 0r-
phanages and women's Homes Will be exempted from income 
criteria. However. it should be ensured that these institutions 
utilise the funds for productive purposes only and not for meeting 
their normal administrati've and establishment expenses. It is also 
necessary to verify kom independent sources a·bou.t the genuineness 
of these institutions. 

Note ..... Thc term 'physically handicapped persons' includes 
'mentally re!lrted persons' also. 

7. State Corporations for Scheduled Castes and Scheduled Tribe,;) 
Banks may route credit under the Scheme through State Corporations 
for the welfare of scheduled castes and Scheduled tribes subject to 
the beneficiaries of the corporations meeting the eligibility criteria 
indicated in para 3 and other terms and conditions indicated in the 
scheme. 

7.1. The Corporations themselves will be exempted from the in-
come criteria. 

7.2. Finance will be made available to the corporations only 
agamst specifIc and commercially viable schemes formulated by 
them. Further, the corporations will not add any service charges 
and the 108llS w'ill flow to the beneficiaries at 4 ter cent per annum 
rate of interest. 

7.3. The corporations will be responsible for repayment of the 
loan on the due dates, irrespective of the state of recovery from the 
beneficiaries. 

7.4. It will be the responsibility of the Corporations to ensure 
that funds are utilised for the productive purposes only for which 
they have been sanctioned and not for meeting their normal running 
expenses. The cost of establishment and other expenditure incurred 
for the implementation of the scheme shall be borne by the Cor-
poratiom/State Governments. 

'1.5. Since the advances to State Corporations will not be eUgible 
for guarantee cover from the Credit Guarantee Corporation of India 
Ltd., State Governments may have to provide guarantee to the 
lending banks. 
-----_._---_._--_.-.. - -.... ---.-.-_._--
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7.6. If a Corporation fails to pay the instalments of loans, or 
violates any terms and conditions stipulated in the scheme, it may 
be liable to forfeit its right for further finance. 

8. Cooperative SoCi'eties and Large Sized Multi.Pu'Ws. Societi«t, 
(LAMPS) for Tribals. 

Banks may route credit under the Scheme through Cooperative 
Societies/Large Sized Multi-Purpose Societies (LAMPS) organised 
specifically for the benefit of the tribal population, in areas identi· 
fied by the Government of India on the same terms and conditions 
as are applicable to State owned CorporatioIl6 for the welfare of 
Scheduled Castes and Scheduled Tribes as indicated' in para 7 
above. 



APPENDDl III 

( Vitlt para 3' 8 of the Report) 
, " 

PUBLIC SECTOR BANK:S' OUTSTANDING ADVANCES UNDER DIFFERENTIAL 
RATES OF INTEREST SCHEME 

As til Ihl ",d (If D'Cfml", 
(ANT, in RI. croretl) 

---.~.--- "-'---'--- .. _.-- -- --"- -~ ~- ~------ .------
1976 1977 

"Total '1)1{1 'Yct6r.mu ·~otaI DIU 'Yb of r.dvancel advance I advances advan- advan- RI 
to ces Cell IIdvances 

totat ' totoUIl 
advances advancea 

"_._-_.- ---
I. S.B.I. (Group) iZ895 1111'94 o· 79 381 11 33' 12 0,87 

II. Central Bank of India 807 11'37 0'29 10'5' 3' 17 0'33 
3, Bank of India 689 1'45 0' III 8go 2,06 0'113 

4· PuJUab National Bank 587 3'011 0'51 816 3' 18 0'48 

5. Bank of Baroda 559 1'47 0'116 178 3'90 0'50 

6, United Commercial Bank 368 I' 55 0'411 454 11'14 0'47 
7. Canara Bank 447 3'49 0' 78 636 3'84- 0,60 

8. United Bank of India 367 0,66 0' 18 474 1'118 0' 27 

9. Dena Bank 1136 0'57 0'114 313 0.95 0,30 

10. Syndicate Bank 363 11'44 0,67 507 3'35 0,68 

II. Allahabad Bank 177 0' Ja3 0' 13 1140 o'S8 0'16 

III, Union Bank of India 356 41' 8 I' 18 511 5'110 I' 011 

JS, Indian Bank 1119 0'97 0'44- 326 1'61 0'50 

140 Bank of Maharuhtra r81 0'53 0'29 1153 0'67 0·26 

15. Indian Ovencu Banb 183 I'sa o· 75 1185 11'17 o· 76 

TOTAL 8454 47'115 o'sS 11339 6"811 0,60 

----- ------ ----.- _ .. _---, 
• Total advanceI relate 10 preceedilll year. 



APl'ENDDE W--cMIi, 

._---------
1979 

-Total DIU .%, ,.of 4I'J'otal na, ~ of 
advances advallCllll niu- advuIcea ad_ DRI 

advancu adftIICt!I 
to Total to total 
adVlU'lcea .dVUlees 

----,_ .. ---_.- --- ------- ---
/. S,B,I, (Group) 4345 39'49 0'9' !l475 60,63 " II 

g. Central'&nk of India 5' II 11811 'S"+ " II 

3. Bank ot India S'77 0'41 1G.f.!Z 0,76 

.... Punjab ~atl()lla1' ~~k 6'09 
, 
III' 3' I' I 

5, Bank of Baroda 880 0'99 10!Z5 1'19 

6, United Commercial Bank 0,6 

7, eanara Bank 

8, United Bank of India 

9. Dena Bank 

/ 0, Syndicate Bank 

II. Allababad Bank 1183 0' 77 0' 117 M8 , .61 0.46 

sSl /, 91 0' ~ 427 1I'!8 0',56 

14. Banl ,tMabarabtra 310 /' 18 o'sS S311 l'gS 0,60 

----
15. ladian 0ve.Ru Bank 

TOTAL III6sI &g. 99 0' 71 J~75 140' 95 0' it 

-- -----,'----



APPENDIX IV 

(ViM para S' 8 of the Report) 

,.".11, ,.,., B_, OU,,'tUuM, A~s U. DRI S,1t#mI ~ SCIST', 

--- --
I. S.B.I. (Group) . 
II. OeDtral BalIk of India 

So BalIk olladia . 
f. PIII\Iab Nadoul BalIk 

5. BalIk of Baroda • 
.... 

6. UDlted eom-dal Bank 

7. Ouwa BalIk 

8. UDlted Bulk of IDdia 

90 Deaa BalIk. 

10. 8)'11111cate BalIk 

II. UDioa Bulk of India 

III. AlJababad Bank 

IS. &dIaD Bulk --, . 
I", BalIk of Mabarubtra 

I,. IDdiaD av- BalIk 

TorAL 

(Amt, RI. in 1akhJ) 

A. at the end of December 
1977 

No, of Ala, Amount % to total % to total 
(SC/ST ~ outatand- DRI advancel 
Dcficlarics) Ing. advances 

(SC/ST) 

I1640M 1156 S5' 1 o'so 

19957 105 SS'IO 0'10 

aSS56 lOS SO" 0"1 

80S I II 1,1 S6" 0'17 

1ISM8 118 SO'4 0'1, 

IIISS5 ,. 34'5 0,16 

lIB57S 1115 P'S 0'110 

IIISI .. M'S 0·09 
67,1 SS M'8 0'11 

III166a gil 119' I 0"9 
IIB5lI1 188 56's 0'57 

SlI47 II 51'0 O'OS 

58sl Sl 110'0 0'10 

4347 II SI.6 0'08 

1sB67 79 36,s o,lIB 

5OM5lI ISOI lIlI'9 0'10 

The tuwct of lcodint to SOI8T - ssi% upto NOYeIIlbcr. 1978 ad 40% IiDce th •. 

84 
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APPBNDDt lV--a...tl. " -_._- ----

1978 

No.oCA/a. Amount % to to- % to to-
(&O/trr ouutllDd· tal DIU tal ad· 

beae&cIarla) ina adVllDOCll ..... 
(SC/ST) 

I. SlU. (Group) 3111666 IM5 39. 1 o.sf) 

I. CcDtral Bank of India 33163 illIG 43. 1 0.11 

3. Bank oC IDdia . 4SS19 1110 35·8 0 • ., 

4- Putdab Natloaa Bulk' 11975+ .., " .. 0·33 

5 ..... of Baroda .• 49Q87 • 311 .,.6 0 .• 

6. United <lomma'cIaI Bank' . 1597. 100 se·1 0.17 

7. Oaaara Bank' i s7176 137 34.8 0.110 

8. UDlted Bank of lDdla 111957 6g 4O'S ~O.IS 

9- »=a Bank] IIJ48t 95 511 .7 0._ 
I 

10. 8yudIc:Me.... • . 15735 1116 S .. ·• 0'" 
I 

II. UDloa Bank ofladla Sl~ IIfI sa·6 0.t6 

Ill. Allahabad Bank • • • • 4if5 119 37·7 0.10 , 
IS. IDdIan Bank • • • 11M3 51 116.6 O.IS 

14- Bank of M8barIIbtra • • 8711 t6 !B.6 ~.15 

15- IadiaD 0..... Bank 11018 88 SI.O to . ., 

Tor ..... &uS!7 s6'I9 40'9 0 • ., 

Tbe WFl ofleDcliDl to sottrr WIll 331% upto Nomaber. 19'11 aad 40% .... .... 
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- ------.------ _ .. _---- ------ -_._-
1979 

No. ofAlo. Amount % to-' % to to-
(SC/ST OUtitand- totalDRI tal 

beneficiaries) (J81ST) advances advances 

----- .----.. ~--'-'-.--

I. S.B.I. (Group) 4Ot/1I8 2380 39·3 0·43 

2. Central Bank of India 66285 6tIi 49. 1 0·55 

3. Bank of India ,&26g 388 49. 2 0·g7 

4; Pimjab NatiGllaI Bank 41583 6M 51'5 0.61 

5. Bank of Baroda 7iZtIl6 616 50 .6 060 

6. United Commercial Bank 23460 Qal 43'9 0·29 

7. Canara Bank 37959 1,56 36 '5 0019 

8. United Bank of India 167~ 81 39·5 0.14 

9. Dena Bank 18074 17~ 63.0 0·47 

10. Syndicate Bank 27853 151 ~7 .. 0.1111 

I I, Union Baidt"of India 359J5 1184 41'4 . 0.-t-6 

III.Allhabad Jaank 7947 74 ,45,9 0.11I 

13. Indian Buak losa6s 6g 29. 1 0.16 

14. Bank of Maharuhtra 111,570 104 52 .5 0.31 . 
15. Indian Ovencu Bank 242118 153 96 ,7 0·35 

TOTAL • 

'l'he tarset of IeDdins to StC/ST __ 331% upto Novrmber. 1978 and 4O%' daee 
Uaeo.~ • 
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APPENDIX VI 

(Vide Para 4: of Introduction) 

Summa.ryof ccmclU3io7lBjRecommendations co/"tcvmed in the Report -- -----.--. ---------_. __ ._----_ ..... _-.. ---
S. Reference 
No. to 

1 

1 

2 

3 

para No. 
in the 
Report 

2 

1.21 

1.22 

1.23 

Summary Of ConcluI3io,ns/I;lecommenda,tions 

-- ....... ----
3 

The Committee note ~hat according to an 
estimate of the year 1977-78, of the 290 million 
people living below poverty li~e, 160 million were 
below 71) per cent of the poverty line and the 
bulk of them constitute the Scheduled Castes 
and Scheduled Tribes.-

The Committee also note from the report of 
the Working Group on Scheduled Castes and 
other backward classes during medium plan 
(1978-83) published in AugU6t, 1978, that during 

the successive Five Year Plans Rs. 322.25 crores 
were spent for promoting social and economic 
well being of these people. Of these only 10 per 
cent were spent on economic development. 

The Committee fully agree with the views 
expressed by the Commissioner for Scheduled 
Castes and Scheduled Tribes that "thirty-two 
years are no small period to stabilise transforma-
tiun in a society and yet may not be long enough 
tOo fully atone the 'sins of the c.;enturies. . Efforts 
have been made, perhaps not commensurate with 
the magnitude Of the. 'problems-faced by the 
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weaker section:;, more particularly by the Sche-
duled Castes and Scheduled Tribes. The nation 
can claim an all-round growth. But the same 
cannot be said of the weaker sections like Sche-
duled Castes and Scheduled Tribes." 

The Committee are strongly of the opinion 
that only through economic development of 
Scheduled Castes and Scheduled Tribes we can 
succeed in getting for them freedom from pover-
ty, inequalities and injustices. For which, vigor-
ous and combined efforts will have to be made 
both by Government and private agencies engag-
ed in the upliftment of these communities and 
more financial resources will have to be provid-
ed during the next Five Year Plans_ 

2.6 The Committee regret to note that there is 
no separate set up or Cell in the Ministry ot 
Finance, Department of Economic Maim (Bank-
ing Division) and the Reserve Bank of India to 
look after the credit requirements of the Sche. 
duled Castes and Scheduled Tribes exclusively. 
The Committee are of the view that to under-
stand the varied and complex economic problems 
of the people belonging to these communities, 
there shO'Uld be separate organisations both in the 
Ministry of Finance, Department of Economic 
Affairs (Banking Division) and the Reserve Bank 
of India. The Committee recommended that spe-
cial cells should be constituted to deal with all 
matters relating to the credit requirements of 
Scheduled Castes and Scheduled Tribes. 

2.7 The Committee take note of the statement 
made by the representative of the Ministry of 
Finance, Department of Economic Affairs (Bank-
ing Division) during the course of his evidence 

---_._ .. _------
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before them that 'It is common that this scheme' 
really benefited the people concerned only.-
where coordination was there between the-
different agencies. Where the instrinsic facilities 
were available it worked very well, but where 
there were no instrinsic facilities,and there was-
no coordination between the State agency and 
the Banking officials, there this scheme may not 
have worked well.' The Committee would, 
therefore, urge the Government to set up a body 
consisting of representatives of the Ministry of 
Finance, Ministry of Home Affairs, Reserv~ 

Bank of India and Planning Commission, State 
Government concerned to identify the schemes-
which could be taken up in a particular area 
depending upon the resources and skills of the-
people inhabiting that area; to lay down the-
financial targets for providing credit facilities. 
and for proper coordination among the Centre, 
State, Banking and other financial institutions 
operating or helping in the operation of lending 
schemes for the Scheduled Castes and Scheduled" 
Tribes. 

The Committee note that the purpose of-
starting DR! Scheme is to enable persons who 
are poorest among the poor to engage them-
selves in productive enaeavours with the help 
of their own labour and the labour of their-

family members and to improve their economic' 
condition. The Committee appreciate purpose-
of the scheme. They are, however, apprehensive--
whether this gigantic task can be achieved with 
the present resources earmarked under the DRI 
scheme for the Scheduled C8'3tes and Scheduled 
Tribes, majority of whom fall below the poverty-
line. The Committee agree with the assessment 
Of the Commissioner for Scheduled Castes and' 
Scheduled Tribes in his 26th Report that the pre--

------------- ---------- -----------
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sent limit of minimum of 1 per cent of aggregate 
advances <as at the end of the previous year) 
and at least 40 per cent of the total advances 
under the DR! Scheme fixed for the Banks will 
not serve the needs of the Scheduled Castes and 
Scheduled Tribes. The Committee, therefore, 
recommend that at least 2 per cent of the aggre-
gate advances of banks, as at the end of the pre-
vious year, should be fixed for lending under the 
DR! Scheme and a minimum of 75 per cent of 
the total advances under the DR! should go to 
the Scheduled Castes and Scheduled Tribes. 

The Committee, also, endorse suggestion of 
the Commissioner for Scheduled Castes and 
Scheduled Tribes that at least 10 per cent of the 
total loans advanced by banks should be given 
to the person'! belonging to Scheduled Castes 
and Scheduled Tribes to meet their medium and 
long-term credit requirement. 

The Committee are surprised to know that 
no review of the DRI Scheme has so far been 
made, though it was introduced in 1972. Every 
scheme which involves commitment of huge funds 
should as a rule be reviewed periodically to 
ensure that it has achieved the purpose for which 
it was meant and also to know deftciencies in its 
operation so that timely action could be taken to 
rectify the same. The Committee hope that the 
sUr\-Cy now being carried out by the Institute of 
Bank Management would be completed lOOn and 
the suggestions which emerge out of this survey 
will he examined expeditiously for implementa-
tion. 

The Committee take note Of the statement 
made by the repreosentatlve of the Ministry of 
Finance, Department of Economic Affairs (Bank-
ing Division) before the Committee that diJ.. 
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bursement of loan under the DRI Scheme is not 
even throughout the country. To remove this 
imbalance the Committee suggest: 

(i) Performance of banks in such areas 
where the loan position is poor should 
be reviewed at regular intervals with a 
view to find the causes of imbalance and 
to take corrective measures; 

(ii) In such areas Banks should make spe-
cial efforts to evolve suitable banQble 
schemes in conjunction with the district 
development authorities. 

(iii) State Government Agencies should be 
encouraged to come forward in a big 
way to extend cooperation to the banks 
in matters of providing infrastructural, 
technical and marketing facilities and 
identification of borrowers. 

(iv) State Government Field Agencies should 
be !fsked to make arrangements for 
imparting training to the beneficiaries 
for the development of skills in various 
activities in which they are engaged and 
for which bank finance is required. 

The Committee feel that the present condi-
tion for a pel\3On to become eligible for credit 
under the DRI Scheme i.e. his family income 
from all sources should not exceed Rs. 3000 per 
annum in Urban and semi-urban areas and 
Rs. 2000 per annum in rural areas, needs to be 
reviewed. They recommend that the limit of 
'family income should be raised to Rs. 6800 and 
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Rs. 4000 per anhum for urban/semi-urban and 
rural areas respectively. 

The Committee also desire that the preSent 
amount of credit admissible under the Scheme 

i.e. Rs. 1500 for working capital loan and Ra. 5000 
for term loan, should be suitably enhanced so 
that a borrower finds it, sufficient to meet his 
needs and he has not to raise a part loan from 
other sources. 

Similarly, the Committee recommend that 
the period of 5 years fixed for repayment should 
be increased so as to help the borrowers to pay 
back the amoWlt in easy instalments. 

The Committee note that the lending proce-
dure in the banks in regard to loans for agricul-
ture and allied activities has been simplified and 
application forms in regional languages have also 
been introduced. The Committee recommend 
that similar action should be taken in the cue 
of DRI Scheme. 

The Committee regret to note that Govem-
ment have not considered it necessary to study 
the grounds for rejection ot loan applicationa 
from Scheduled Castes and Scheduled Tribes. In 
order that the applications from Scheduled Castes 
and Scheduled Tribes are not rejected on flimsy 
grounds and there fa no undue delay tor ftnalis-
ing an application, it is imperative that Govern-
ment should carry out periodical review and 
study the grounds tor rejection of loan applica-
tions from Scheduled Castes and Scheduled 
Tribes and the time taken tor their cliIpoIal. and 
take remedial measures to stzoeamUne the proce-
dure. 

---------------------- --------------------
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The Committee recommend that Banks should 
appoint Credit Liaison oftlcel"3 in each branch of 
the bank operating DR! Scheme who may help 
the poor borrowers in filling up the forms and 
complete other formalities so that they are able 
to get a loan within three weeks, if not earlier. 

The Committee feel that a Bank Manager in 
rural areas has a very vital role to play. He can 
act as a friend and guide of the weaker sections 
among whom he is posted to work. The Com-
mittee desire that a Manager should have a comp-
lete rural orientation before he is posted to any 
rural branch of 'a Bank. He should be imparted 
adequate training and knowledge about the socio-
economic concept underlying the various lending 
schemes introduced to uplift the weaker sections 
of the society, particularly the Scheduled Castes 
& Scheduled Tribes. 

The Committee appreciate the sreps being taken 
by Government for spreading its banking servi-
ces network by opening more branches in rural 
areas with a view to cover aU the villages. The 
Committee are also happy to note that Banks 
have arranged credit camps fC1l" on-the-spot dis-
bursement of loans to the potential borrowers 
and have adopted 89242 villages for development. 
The Committee have no doubt that group lend-
ing, such as credit camps and adoption of village, 
helps the bank to a great extent to exercise su-
pervision for presanction and post disbursement 
operations effe-:tively and promptly with the nu-
cleus staff available in the rural branches. Thp. 
Committee would, however, like the banks to lay 
more emphasis and give priority in selection of 
Scheduled Caste and Scheduled 'tribe villages 
or cluster of Harijanwadas in the villages for 
integrated development approach. Bp.fore 

-- ~~----------. ~- ._".- --"--_.-
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selecting a village or cluster of Harijanwadas 
the Banks, the Committee hope, will have a re-
alistic estimate of the credit needs of the people 
of the area and will prepare an integrated plan 
of action for each village and Harljanwada 80 as 
to achieve the objective of integrated develop-
ment of village economy. To make the approach 
more meaningful, the Committee suggest that 
participation of other financial institutions and 
co-operation of State Development Agencies in 
the area should be ensured . 

The Committee are surprised to note that no 
recovery reporting system under DRI Scheme 
had been introduced till March, 1980, though the 
DRI Scheme was initiated in 1972 . 

The Committee are further surprised to note 
that the Ministry of Finance, Department of Eco-
nomic Affairs (Banking Division) has listed 
certain imaginary reasons for slow rate of re-
covery of the advances under the Differential 
Rate of Interest Scheme without conducting any 
study about it. The Study Groups of the Com-
mittee whi-:h had visited Head Offices of certain 
Banks in the public sector were informed that 
the recovery position under DR! was fairly 
satisfactory and recovery from the Scheduled 
Caste and Scheduled Tribe borrowers was a!l 
good as from others. The Committee. therefore. 
suggest that the Banks should have no hesita-
tion in advancing loans to S-:heduled Caste and 
SCheduled Tribe borrowers when the recovery nf 
dues from them is fairly satisfactory. 

The Committee feel that no financial institu-
tion can function efficiently unless its re~overy 
of loans and advances is prompt and in tJme. 
Moreover, if the recovery is good; the recovered 
dues ean be ploughed back to provide usistanr-e 

-- -- -~ --- ----------_._-- ----
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to greater number of people. The Committee' 
would, therefore, like the Government to evolve 
a suitable machinery in consultation with the 
State Governments, whi~ should help the banks. 
to recover the dues in time . 

22 3.109 The Committe~ are happy to note that, as, 
recommended by the Commissioner for Sche-
duled Castes and S::heduled Tribes, the Govern-

,ment have extended the DR! Scheme for ope-
ration by the Cooperative Sector. The Com-
mittee, however, regret to note that no infor-
mation could be made available by Government 
regarding the extent of advances made to Sche-
duled Castes and Scheduled Tribes by the Co-
operatives under the DR! Scheme. 

23 3.110 The Committee are of the view that if any 
dent has to be made in the economic conditions 
of Scheduled Castes and Scheduled Tribes, all the 
financial institutions i.e. Banks, Cooperatives, etc., 
will have to be directed and geared to identify 
the potential beneficiaries among the Sche-
duled Castes and Scheduled Tribes, giving them 
viable schemes, helping them to secure loans 
under the DR! Scheme and finally adviSing and 
guiding them for the successful implementation 
of those schemes. 

24 3.111 The Committee would like the Government 
to make adequate central funds available to the 
Cooperatives so that they could be organised 
better for providing assistance to the Sche-
duled CastesfScheduled Tribes for tlieir rapid 
economic development. 

25 3.112 The Committee would also 1ike the State 

.. ---

Governments concerned to exercise effective, 
executive and financial control over the Co-
operatives so that they are cleansed of alleged' 
malpractices . 
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26 3.116 The Committee are firmly of the view that 
if the Scheduled Caste and Scheduled Trihe 
communities are to be encouraged to take ad-
vantage of credit facilities greater awareness, 
among the potential beneficia'l'ies of these 
schemes will have to be created. They there-
fore, recommend that Government and the· 
Banks should jointly evolve a publicity scheIl!e 
including audio-visual aids for publicising these 
schemes among the Scheduled Castes and Sche-
duled Tribes. 

27 3.117· The Committee recommend that for this 
pUrpose the Government should also bring out a 
brochure in English/Hindi and other regional 
languages giving particulars of various schemes 
fOr which loans on soft terms are available with 
the financial institutions/banks/cooperativeos. 
Copies of this brochure should be freely and 
widely distributed to the extension agencies 
and the organisations working for the uplift-
ment of the Scheduled Castes and Scheduled 
Tribes in the country. 

28 4.18 The Committee note that upto June 1980, total 
priority sector advances of the public sector 
banks (SBI Group and 20 nationalised banks) 
amounted to Rs. 6,852 crores. Out of this, the· 
money advanced to Scheduled Castes and Scbe-
duledTribes amounted to Rs. 278 crores only 
i.e. 4.1 per cent of the total amount advanced 
under this sector. The Committee feel that this 
is the most disappointing position. AB pointed 
out earlier, according to an estimate of the year 
1977-78, of the 290 million people living below 
poverty line, 160 million were below 75 per cent 
of the poverty line and the bulk of them consti-
tuted the Scheduled Castes and Scheduled Tribes. 
The Committee would, therefore, like that an 
immediate review of the results of the present 
policies should be made, 80 that deficiencies in-
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them would be identified and a wholesome 
strategy is evolved with a view to allocate/ 
make available a sizeable portion of notional 
wealth for the weakest of the weaker sections of 
the society to bring them at par with the cost 
of the people, in a targeted period. 

Till the overall review as suggested above hy 
the Committee is made, the Committee recom-
mended that the Government should reserve 10 
per cent of the total credit available under the 
priority sector for lending to Scheduled Castes 
and Scheduled Tribes so that more persons 
belonging to these communities could take ad-
vantage of the priority sector lending scheme. 

The Committee would also like the Govern-
ment to do away with the margin money in the 
case of Scheduled Caste and Scheduled Tribe 
borrowers particularly where assets created out 
Of the procured loan are hypothicated to the 
banks. 

The Committee endorse the recommendation 
made by t~ Commissioner for Scheduled Castes 
and Scheduled Tribes in his 26th Report that 
all State Governments/Union Territory Adminis-
trations should consider the desirability of con-
stituting special cells in the respective Direc-
torate of Social/Harijan Welfare for giving 
guidance to Scheduled Caste and Scheduled 
Tribe entrepreneurs for setting up small scale 
industrial units. 

The Committee are happy to note that Bank-
ing Division is presently considering the proposal 
for setting up Grievances Cells at District levels 
which will look into all difficulties in smooth 
flow of iustttutional credit and make suitable 
recommendations to concerned flnancial institu-

.-----------_._._- --"---
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tions. The Committee would like the Government 
to give shape to this proposal and would also su,-
gest that Director of Social/Harijan Welfare at 
State level and District Welfare Officer at Dis-
trict level should be associated with such 
Grievances Cells. 

The Committee Me unable to agree with the 
view point of the Ministry of Finance's repre-
sentative that if the suggestion that interest at 
4 per cent may be charged on the amount per-
missible under DR! scheme and at higher rate 
of interest on amount in excess thereof would 
work to the detriment of poorer sections and 
therefore would not be in accord,nee with the 
spirit of the scheme. They feel that this sugges-
tion should be gone into deeply with a view to 
make more funds available to Scheduled Caste 
and Scheduled Tribe borrowers for taking up 
productive and economically viable ventures. 

The Committee are surprised to know that 
the recommendation of the Working Group on 
Tribal Development made in its Report of July 
1978 that the Reserve Bank of India may refi-
nanCe consumption credit advance to the Tribal. 
by the Celtral Financing Agencies was .till 
under the consideration of Government. The 
Committee expect that schemes relating to the 
upliftment of economically weaker stctions of 
society are given priority and decisions on them 
are not delayed so long. They hope that early 
decision will be taken in the matter. 

The Committee note that the consumption loan 
has now been given a place under the priority 
sector lending. The Committee desire that Gov-
ernment should immediately issue necessary ins-
tructions that the 'consumption loan' should be 
considered as an essential component of the 
credit so that there is no reluctance en the part 

__ . __ ._. _______ 0"_- ____________ - ---
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of public sector banks and other financial insti-
tutions for financing consumption credit given 
to the Scheduled Caste and Scheduled Tribe 
borrowers. 

The Committee note that at the end of 
December 1979, the amount outstal~dir.g in res-
pect of Direct Housing loans advances by banks; 
(public and private sectors) to individual/groups 
of borrowers belonging to economically weaker 
sections/Scheduled Castes/Scheduled Tribes was 
Rs. 19.07 crores. The Committee regret that 
separate figures of the loans advanced to Sche-
duled Castes and Scheduled Tribes are not 
available. They recommend that separate figures 
of loans advanced to Scheduled Castes and 
Scheduled Tribes should be maintained. 

The Committee also note that in the light of 
the recommendations of Dr. Krishnaswamy work-
ing Group it has been decided (i) to raise the 
maximum limit of Rs. 2500/- for an advance for 
housing to Scheduled Castes/Scheduled Tribes 
and other weaker sections of the society to 
Rs. 5000/- and (U) to treat indirect finance given 
to any governmental agency for the purpose of 
constructing houses exclusively for the benefit of· 
Scheduled Castes/Scheduled Tribes and low in-
come groups and where loan component does not 
exceed Rs. '5000/- per unit, as priority sector 
advances. 

The Committee need hardly point out that 
bulk of the Scheduled Caste and Scheduled 
Tribe communities live in ruraJ areas, which Ilre 
without adequate civic amenities, and living 
condition of a large part-of the people is appaling. 
The Committee feel if the objective of Improv-
ing the quality of life of these communities is to-
be achieved a substantial amount will have to 
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be earmarked every year for advancing housing 
loans to the Scheduled Castes and Scheduled 
Tribes. These loans should be made available 
to these communities through various ftnancial 
institutions at a nominal rate of interest. The 
Committee desire that the maximum limit of a 
housing loan for Scheduled Castes/Scheduled 
Tribes should also be raised to Rs· 7,500/- with 
a provision of 25 per cent subsidy. The Commit-
tee would also like that a systematic evaluation 
of the housing needs of the Scheduled Castes 
and Scheduled Tribes should be undertaken 
immediately and schemes in the light of that 
evaluation should be evolved for financing from 
all sources so that a maximum number of Sche-
duled Castes and Scheduled Tribes could have a 
neat and clean dwelling place of their own in 
the minimum possible period. 

The Committee are distressed to note that 
their is a considerable time-lag in the submis-
sion and consolidation of data in regard to the 
various lending schemes implemented by the 
banks and the periodicity of review is also not 
uniform and timely. The Committee desire that 
timely submission of progress reports by the 
banks should be insisted as delay in the supply 
of returns will defeat the purpoe for which 
they are called for. 

The Committee are dismayed to note that the 
lending schemes are bring implemented by the 
public sector banks and reviewed by the Re-
serve Bank of India in casual way. As mAny 
as 12 nationalised banks have not yet attained 
the level of priority sector advances of 33.3 per 
cent of their aggregate credit till June 1980 and 
performance of three banks ns much below the 
targeted leveL The Committee would, there-
fore, like the Reserve Bank of India to have a 

_. __ .. _-------
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special review of the various lending schemes 
launched by the 12 nationalised banks under' 
the priority sector len,ding with a view to as-
certaining the problems encountered by these-
banks in the implementation of those schemes 
and suggest remedial measures where necessary. 

The Committee are of the opinion that moni-
tQring and valuation of the schemes for Sche-
duled Castes and Scheduled Tribes being financed 
by the Public Sector Banks should be under-
taken on a continuous and regular basis so that 
inadequacy in the implementation of these 
schemes are identified and rectified in time, and 
the impact of the schemes on the weIr-being of" 
the benefic.!iaries could be assessed. 

The Committee also recommend that thp. re-
sult of the review should be published in the 
Annual Reports of the Banks/Reserve Bank of 
India/Ministry together with the amount of 
assistance that has gone to Scheduled Castes 
and Scheduled Tribes in each trade/activity so 
that the information may disseminate to all 
branches of the banks and Government and 
Parliament are informed abO'llt the flow of credit 
to various sections of the society, particularly 
to the Scheduled Castes and Scheduled Tribes. 

GMGIPMRN~LS II-612 LS 
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