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INTRODUCTION 

I, tbe Cbairman of tbe Estimates Committee baving been autboriaed 
by tbe Committee to submit tbe Report on tbeir bebalf present tbia Forty-
first Report on action taken by Government on tbe recommendationl con-
tained in tbe Twenty Nintb R.eport of the Eatfmates Committee (8tb' Lot 
Sabba) on tbe Ministry of Finance. Department . of Economic Affairs 
tBankin, Divi8ion)-State Bank ot Iodia-Social Banking. 

2. The Twenty-nintb Report waa presented to Lok Sabba on 23rd April, 
1986. Government furnisbed tbeir replies iodicatio, action taken on tbe 
recommendaions contained io tbat Report on 27tb February, 1987. Tbe 
repliea were examined and draft report adopted by Estimates Committee at 
their litting held on 1st April, 1987. 
3. The Report bas been divided into followin, Chapter :-

(j) Report 

(ij) Recommendationl/Observations which bave been accepted by 
Government. 

(iii) Recommendationl/Observations wbicb tbe Committee do 
not desire to purlue in view of Government's replill. 

(iv) Recommendations/Observations in respect of which repJlII 
of Government bave not been accepted by tbe Committee. 

(v) Recommendations/Observations in respect of which fioal 
replies of Government are sttll awaited. 

... An analysil of action taken by Government on the recommendationa 
contained in Twenty-o'ntb Report of Estimates Committee (Eighth Lot 
Sabba) il given in Appendix. It would b. observed that out of 29 recom-
mendations made in tbe Report 20 recommendatioDS i.e. about 69 per ceot 
have been accepted by Government and tbe Committee do not desire to 
pursue 2 recommendations j·e. about 7 per cont. Replies of Government 
bave not been accepted in relpect of 4 recommendations i.e. about 14 per 
cent. RiDa) replies of 3 recomm.ndatiool i.e. ]0 per cent are .till awaited. 

NEW Dm..RI; 
A"U 2,1917 
Clalt,.. 12, 1909 (S) 

(vii) 

CHANDRA TRIPATHI, 
Chtlt,.mon 

Estlmattl Committee, 
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CHAPTER'I' 

REPOIlT 

1) This Report of the Estimates Committee dca.ls, with Action Taken 
b.y Q0vernmellt on the recommendationa contained in. their Twenty-Ninth 
Report (8th Lok Sabha) on the Ministry of Finance, o.,partment of Ecoaomic 

Affairs (B'mklng Division)-State B:tnlc of, India-Social Bankilli,which was 

presented to Lok Sabha on ?3rd Aptil, 1986. 

1.2 Action Taken Notes have been received in respect of all the 29 
~  contained in the Report. These Notes have been catepi-

sed as follows :-

(j) Recommendations/Observations which have been accepted by tho 

Government : 

SI. Nos. 1,4,5,7,8,9,10,13,14,15,16,17,18,20,21,22,25,26,27 and 28 

(Total-:20. Cbapter II) 

(ii) 'Recommendations/Observations wruch the Committoe do not desire 
to ·pursue in; view of Government's Replies ; 
Sl. Nos. 2 aoo 3 

(Total 21 Chapter III) 

(i. ii) Recommendati ons/Obaervations in respeea of which Government's 
replies have not been accepted by tho CommitCieo : 

S1. NOll. 12,23,24 and 29 

~ 4, Chapter IV) 

(iv) Recommeooatio,ns/Observations in respect of which  final replies arc 

still awaited ; 

S1. Nos. 6,11 and 19 
(Total 3, Chapter V) 

1.3 The Committee will now deal with action taken by Government 00 

some of the rec()J11JDClldations. 



Recommendation SI. No. U (Para 2.6S) 

Agricultural Development Branches 

1.4 The Committee were informed that the State Bank of India evolved 
the concept of Agricultural Development Branches on its own in 1971 for 
handling ~  advances exclusively. The Bank had 432 such branches 
and upto the end . of 1984 the number of framers financed through these 
branches was 16,79,256 and the net outstanding amount Rs. 641.29 crorcs. 
These Branches provided credit for both agriculture as also allied activit.les 
lib dairy, poultnry, fisheries etc. The Committee noted that the Reserve 
, 'Bank or India had taken a dec/sion to expand the net work of commercial 
banks in the rural areas and had asked the State Bank of India and other 

banks to ~  ~  on the opening of further Agricultural Development Bran-
ches. The Committee however had no doubt that all those areas which had 
not been covered by the commercial bantCs will be provided banking facilities 
.in a time bound programme. The Committee desired the State Bank of 
India to make an ~  study in the working of the existing Agricultural 
Development Branches to find out their impact on the socio-economic ad-
vancement of the beneficiaries and also whether the recovery position was 
satisfactory. 

1.5 The Mini!ltry of Fin'mce (Banking Division) in their reply have 
stated as under : 

"The earlier Branch Licenc;ing Policy 1982-85 had envisaged the estab-
lishment of one bank office for 17,000 population in the rural and 
semi.urhan areas at the district level. In many cases even though 
the policy objective was achieved in the district, it was found 
that there were large unbanked/underbanked pockets within the dis-
trict. In order to remove intradistrict variations in the spread or 

~ facilities, in the current Branch Licensing Policy for 1985-
90, c:-l-terminus with the Seventh Five Year Plan, the twin objecti-
ves of having one bank office for 17,000 population in the rural and 
semi-urban areas of each development block and filling up spatial 
gaps by having atleast one bank orree within It distance of 10 Kms. 
from any village have been introduced. In the sparcely populated 
areas such as the hilly and tribal areas, the population coverage norm 
can be further relaxed to one bank office for 10,000 to 12,000 
population. Spatial gaps in the availability of banking facilities 
may be expected to be filled in with the implementation of current 

Branch Licensing Policy. 

AI regards conducting of indepth study of the Agricultural Development 
Branches to ascertain whether recovery position at these branches is 
aatisfactory, State Bank dIndia has refortrd that the st\ldies ~  
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tied oUt in the past in this regard had revealed that the pOSition is 
not very different from thut obtaining at other branches. As regards 

conducting a study to find out the impact of the ADBs on ~ socio· 

economic advancement of tbe beneficiar.Jes, it may be mentioned 

that in a situation where a ~  or other agencies such 81 co-

operatives. land ~  banks, regional rural banks and 
branches of other commercial banks are operating in an area, a 

Itudy to assess the sociao-economic beneftts accruing exclusively on 
account of the operations of. ADBs may ~ give an accuratCl 

account of the socio-economic benefits." 

• 
1.6 The concept' of Social Banking envisages the soelo-cconomic .d-

•• ocemeDt of the target groups under various s<:hemes. Keeping that ill view, 
the Coinmittee had desired the State Bank of India to condact a .. in-depth 
study of ~ working of its e1isting Agricultural DeveJoplllout Baak braueba 
to ftnd out their impact on the socio-economh: adv.neement of 
tbe benelciaries uuder this scheme. In Ministry'. reply the State 

Baak of India is stated to have reported that a sitaatioa 
where a number of other agencies such as ~  land denlo ..... nt 

banks, relional rural banks and branches of other commercial banks operatinl 

ia an area. a study to assess the socio-economic benefits accruing exdUllively 
on account of the operations of Agricultural Development Banks may not II,e 
aD accurate account. EVidently, the State Bank of India has not been able to 
comprehend the idea underlying Committee's recommendation. What tile 
Committee bad desired was a limited study being undertakea by the SRI to 
assess the socio-economic advancement of a particular target group viz. the 
beoeldarles of the Alricultural Development ~ in the areas of ~  

operation and not that of the entire area as such. According to tbe Com-

_ittee It is a mdter of paramaullt importance to ascertain whether the 
obJedhes ullderlying this scheme have been reaJised 80 as to decide continua-
tloa/expansion orlts operatio:. or otherwise, particullJrly au ~  of RBI'. 
clec1siou to 10 slow wHh op21ing of further ADBs. The Committee, there-
fore, reiterate their recommendation aod desire SBI to undertake the afore-

uid study at the earliest and apprise them of its outcome .rUbin sis. 
month •. 

Recommendation 51. No. 23 (Para 3.12) 

SimpJijiclJ#on of Procedures 

1.7 The Committee had been int'unn:d that in order to ensure that 
guidelines regarding simplified/procedures were followed by the rural banJc 
branches. RBI had initiated evaluation through its OWIl officers. Rcscrvo 
Bank of India was also stated to have appointed Lead Development Office ... 
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for tb.roe.lour .district. for tho .purpose. Tho Committee .had .desired the RBt 
toappoiDt many. Lead Development OIDcers 60 as to cover all the districts 
served by the schemes for priority sectors. These officers should conduct 
surveys and make on-the-spot studies to find deficiences in the procedures and 
suggest measurd for plugging the loopholes so as to prevent harassment of 
beneficiaries and malpractices indulged in by the middle-men, bank officials 
ad other fUnctionaires. 

1:8 11\ their-rep}ythe Ministry have stated that the ~  ~  
the- ~ bad been brought to the notice of the Reserve Bank .of J ndia 
and State Bank of India. In the recent past a lar$!e number of "teps had 

been ta,ken towards reducing deficiences in rural lending operations and also 
to remove malpractices and othor irregularities at ruraJ branches. Banks had 
been advised to instruct their branch functionaries tbatthey should not asso-
ciate themselves in identification of assest of suppliers Banks had' been 
8\Msed to"l'Cduce ~ lag beotweenreccipt of applicatlons and sanction· 

whichwcre required to be disposed of within a fortnight A system ·ofdis-
tftbudngboth loan and subsidy to beneficiaries in cash under IRDP pro-
...... ~  on 1.4.1986 in 22 selected· blocks of the country so as 
to avoid thorolc of middlemen. 

L9T1te COIBmfHeebad .elkedthe Reserve Baak of India to appoint 
a .. ,IUDY Lead Develo ..... t Officerl a, were required to cover all tbe districts 
....... a.y tM Lead. Bm Selae!8e' for. priority secters, to conduct lurveys and 
.ue .-the":.t stadi. to find ttetcielicles in the procedures andsualest 
.UtIJ'esfor ,Iuglit,"'e ~  so a. to·preveBt harassment of beaeJi-
derles and malpraetiees IDdtJaed in hy the·middlemen,-'nkofliclale; aAdotber 
faDdiouries. To Cemmittee'a4ismay, tbe Mlnl.try's reply does Dot tpucb upoq 
tIall aped of their recommeudatJon at all. Tbe reply of tbe Miaistry indicates 
in"r alia ~  steps wbichare stated to bave .been taken towards reducing 
deficiencies in rural lending operations and also to remove malpractices and 
other irregularities at rural hrancbes. Tbe CODUDittec cannot but ~  

the casual "proach of the Ministry/RBI towards tbeir specific recommwd. 
atlon. TheComllJittee, therefore, reiterate their recommendation and desire 
tbe  MhilstryfltBI to take immedJate steps to appoint Lead Development 
OIlcen' for tile pnrpOS1!1I indicated. 

ReCODUllen4atioD No. 14 (Paras 3.17 " 3.18) 

Bunching of Applications 

.1.10 The Committee were not conVinced of the reasons advanced by 
the SBI Cor undue delay in the disposal of thc loan applications of beneficia· 
ries under the various social bankina achemes. So tar as bunching of appii.. 
cations was concemed.the Committee had desired that instructions should be 



~ ~  BaBkofIodia to all the eo.eel'· 
~  i.prCllin& "POll Ihem theimperativoneed for ,tho 

awa4aQQGof*tbuoGhmg 4lf •• ppHcatlOJ:LS, 80;.aa, those appliwtions,gguld be 
~  tN, JUaJtia1umperiod o(.two weeks. 

!, hi-. So:fay u,tlter.problem Ofhendling ofve.., large number of small 
l ... u .. ~  badcxpressed the view that 

~ aclrievetl by compaterisation of the whole process. 
~ Committee'had urged' upon the State Bank of India to take expeditious 
ddf-oft'on the eomputerisation as recomntendcd by the Committee appoin-
tcid'by1hebant. 'the'Committee had further ob'.lcrved that the recommen-
dltionl of that Committee about proced,ural problems etc. also needed im-
modiste'consideration and 'implementation. 

, lJl2The Ministry in thei r reply have stated as under: 

"Government and'RBI have issued very clear instructio. to all 
the bat\ks that theresbould not be any undue delay in disbW'sal of 
loan applications of the beneficiaries in the rural areas. Instructions 
have been i.uod thataH.-loan-applications received in the rural areas 
should be disposed of within a fortnight.  Instructioll8 aoo ezist 
that there should not be delay ~  sanction and di!ibursal of 
loan applications of the rural areas. In order to ensure that there 
is RO 1l11due delay in disbuTsal of loans, banks have been advised to 
fix two specific days in rural branches when loans may be disbursed. 
'This would, while giving adequate time for tbe brdnch ~ 

to'process the proposals, also enable the beneficiaries to reduce the 
froquency of their visits to rural branches. It has also been decided 
that one -day in the week shvuld be treated as a non-banking working 
day ina'll the rural branches so as to enable the bank functionaries 
to eontactthc' beneficiaries and to have interaction with them which 
would resUlt in sanctioning process and tbe disbursal process being 
speeded up. . 

Go¥emment have also taken note of the recommendations made 
,by' the Committee that State Bank of India should take expeditious 
··dlleilitm 01\ 'the computeriaatton as recommended by tho Com-
aidIe appoiated by the ·bank aod that recommendations of that 
€oRnaitteeebeut-procedural probtems, etc. ShODld also make hn 

~  aDd :jmplemcntation. State 'Banlc er'I'Ddie 

,baai been-asted to' ·ieokinto' this matter and take i1lJ1Bt'diate'deeilliOll 
. couittrat ·wlth the req\lircmelt of business cflicei"ney and t1Io 
. eeed f«. computed_on' and1DeebenilMiGD 'df rural branc .... a..ct 
'fD tbe"etume of:buiness tra".ctedat these brancheflH • 



1.13 To combat the problem of band lin I aDd disposal of larae au.' 
of small loan applications by the bank brancbes, the Co.nmlttee bad exprelled 

dleir view tbat tbe desired results could be achieved by tempatedsation .f the 
wbole process. The Contmittee bad, tberefore, ugecl upon tbe State Bank 
of India to take expeditious decision OD the. computerisation as recommended 
by tbt! Committee apPOinted by the Baak itself. They bad allO recommen-
ded immediate consideration and implementation of other recolDDleaciatlo .. 
of tbat Committee. Tbe Committee are, however, surprised to find that tH· 
reply of the Ministry, wbicb bas been furnished a(ter about ten montlls of the 
presentation of tbeir report containing above recoDIIDend.tion, imer alia Wi-
cates tbat tbe State Bank of India bave been asked to "look ioto tills matter 
"and take immediate decision consistent witb requirement of buslne. eflicieoc), 
and tbe need for computerisation and mechanisation of rural branches on the 
volume of business transactecl at tbese branches". The Committee are not at 
an happy wUh tbe casual approach of tbe Miaistry. They had expected 
that within the time already taken, a final decision would be taken and iad-
mated to the Committee. Tbey, therefore, desire the State Bank of India to 
take ftnd decision in tbe matter urgently and apprise the Committee thereof 
witbln tbree montbs. 

Recommendation SI. No. 29 (Para No. 3.45) 

Publicity 

1.14 The Committee were not satisfied with the Sleps taken by the Reser-

ve Bank of India for publicising schemes of social banking under imple men-
tion in the rural areas. In the ~  view mere Publication of 'Credit 
Information Review' layman's language and its free of cost circulation amona 
about 50,000 people in a vast country like India was hardly  going to serve 
any purpose. The committee, agreeing with the views of a non-official 
organisation, had observed that besides formal avenues of publicity like news-
papers, pamphlets etc. effect ive publicity of schemes of social banking could 
be through widespread personal contact between tbe bank officials (field staff) 

and the borrowers viz. the target groups under each scheme. The committee 
had observed that ~  services of the modem publicity media like Radio 
and Television should also be ma.de use of for propageting schemes amongst the 

target groups. The committee had expressed the view that this would help 
a good deal in creating awarenesS amongst the rur'll clientale about the bone-

fits that accrued to them under vari.ous ~  This would also obviate 
their exploitation by the middlemen as also unscrupul()us officials through 

malpractices. The Committee wanted that there should also be a system of 
getting feedback from rural branches about the points made and dificultics 
exnerienced by the rural clientales and these should bo analysed at a central 
place and TVI Radio programmes based on those points and solutions or 
correct information about that should be telecast/broadcast giving due publi-
city to them in advance. 
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US In their reply the Ministry have !>tated that the Public sector Banks 
had been advised from time to time that the Cheif Executives and other senior 
off'iccrs should visit rural branches at least once in a month to satisfy them-
selves about the quality of work being done by the bank blanches in rural 

areas -and to ensure that that the grievances of rural customers twere prom-
ptly redressed pal'ticularlywJth reference to implementation of schemes for 
weaker sections ofthe society. This interface programme of bank officials 
wi th the rural borrowers and castomers was expected to be more effective. 
and would yield more positive results . 

• 1.16 The COlllJllittee had obse"ed that besides formal avenues of publi-

city like newspapers, pamphlets etc. etl'ective publicity of schemes of sodal 

baukiR'" coa'd be through widespread personal contact between the bank 
ofBclais (Field staff) and the borrowen viz. the target groups UDder each 
scheme. The Committee had also expressed the view that 8e"lces of modem 

publicity media like Radio and Television should also be made use of for 
propagating schemes of social banking amongst the related target groups as it 
woulcl belp a good deal in creating awareness amongst the rural clientale 

aboat the benefits that accrue to them under various schemes. This will also 
obviate theIr exploitation by the middlemen as also unscrnpulous of8clals 
through malpractices. The Committee had also desired a system to be evol-
nd for getting feedback from rural brancbes about the dlftlculties experien-
ced bv the mral cllentale, and programmes based should be telecast/broad-
cast, living adequate publicity. Tbe Committee are constrained to tiDd 
that the Ministry's reply only refers to their general advice to public sector 
banks about the VIsits of the Chief Executives and other sen lor officers to 
rural areas once in a month and interface programme of bank officials witb 
tbe rural borrowers. It does not touch upon, even obUqueJy, the conteDt of 

tbeir above recommendation. The Committee deprlcate this apathetic ap-
proach of the Ministry In dealing wltb their recommendation. They desire 

prompt action to be Initiated for Implementation of their above recommen-

dation and would like to be Informed of the decisions taken and progress 
made with regard thereto, within &tx. montbs. 

Implementation oJ Recommendations 

1.17 The Committee would like 10 emphasise that tbey attach the 
greatest jmportBllce to tbe implementation or recomendations accepted by 
Gonmmet. They WOUld, therefore, urge that Government shonld ~  a dose 
watch so as to ensure expeditious implementation of the recommendatioDs 
accepted by tbem. In casn where it is not possible to Implement the recom-
lllaadations in letter and spirit for any reasoDS, the matter should be repor-
te4 to tile ColDIDlttee la time with reasons for DOn-implementation. 

1.18 Tbe Committee desire that replies in respect of tbe recommenda-
tao .. contained in Cbapter V of the Report may be finalised and final replu;s 
of the Goyer .. cnt furnished to Committee cxpeditiously. 



CHAPTEIt n 

RECOMMENDATIONS/OBSERVATIONS WHICH HAVE 
BEEN ACCEPTED BY GOVERNMENT 

Reeoa.ndation SI. No. l,(P .. Nea, 1110 to 1114) 

• 

The bankins· activity of aU ~ iQsti.tutioDs, particularly of' the 
national ised banks, has to conform to the needs of the Society to effectively 

~  in programmes of economic development of the country. Social 
ba.nkiag constiNtes bankers!, participation in schemes and, ~  

that have content dominantl&,social in relevance i.e. future oriented in the 
context ana welfare oriented in cont.::nt. The ben-:fit of such schemes directly 
a£Ccuing to the banks beneficiaries are incapable of being quantified. Ho-
w.v.r.,the Committee feel, effective implementation of suolt schemes'and 

prOlf,&BlI8'eS leads. to development of banKing as they. besides senerating 

soodwil1 and trust, impart. stabi lity to the socio-economic life of the 
tal'8ct, population. 

Social banking also implies modificati.on in ~ internal system of 

working.,ofthe baRks so alto facilitate thecxteDliion oCcredit OD intepsive 
acaleto the hitherto nes1ected sectiol\i of the society. 

The Committee do not view such banking activity "a deviati(M> from 
normal commercial banldng as it lays the foundatioftlfortheoom8CfC.ial 
banking among the beneficiaries in the immediate,futare. 

Keeping this perspective in view the Committeo consider the coocept or 
commercial blnkillg llnd social banking as complementary and supplementary 
to each other. They are not to be viewed as mutually competitrg or con-
rlieting ~  This thinking has to ~  in the entire bariki11l system 
if it has to s::rve as an effective instrument in the processor' accelerated 

cc.onomic growth of the society with emphasis on the uplifttnent of 'the hith-
arto neglected and down-trodden sections of the society. 

The committee feeJthat for realising the objOdiwa oil JOeial baDking 
the.ro 'is a.n imporative need for bringing about an attitudinal cbaAgc in the 
minds of bank functionaries at all levels so as to mako them understand in 
unambiguous terms that it is their bounden duty te .carryon the ~  
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vities with the over aU social and economic  perspective in viow. The 
~ ~  desire the' Department of Banking to devise in 

consultation with tM Reserve Bank of India. ways and means to instil in 
the minds of the operators of tho banking system in the country the riaht 
thinking towl.rds social banking. The Committee have no doubt that when 
the deveiopmentl1l processrea.chos a certain lc:ve1. existing gap betweenthc 

haves anI! have-nots is reduced. the schemes and ~  promoted under. 
locial banking will ultimately fit into commercial banking. 

• 
Reply of Gonl'Dllltnt 

Government is in full agreement with the general obsetvations made ~ 
this para . 

. It has been the constant endavour of the Government and Reserve Bank 
of India that b:\nks should bring about an atitudinal change in the minds 
of thl} bl.llk fU'lc1ionaries at an levels so that they are sufficiently motivated 
and understand and 'appreciate the need for social banking to be 
maue . supplementary and complementary to commercial bankina. 
Most of the training colleges of the banks have a course €In 
priority sector lending. Tn many of the courses' for the Branch 
Managers, the syllabi contains amoogelitother things copies relating to social 
banking. In addition, banks have been asked by Government to hold work-
shops aJld seminars on one of the most important aspect of social' banldlli. 
mM}ly, lllt:;;gratd Rural ~ ~  Programme. The Divisional Manager 

~  Manager of bank have also been asked to. visit all the rural 
branches under thdr control atleast once in 3 months. One day in the week 
in rural branches has also been declared a non-banking working' day with a 
view tv have proper ~  between the bank· officers and the 

customers so that there is a greater rapport between the two. A worldng 
Group has also been set up in the Bank.ing Division in Government where 
representatives of Reserve Bank of India, National"' Bank for Agriculture 
and Rural Development and.ther major public sector banks participate. 
This working Group amongst other things is expected to make recommenda-
tions for. takings steps to bring about the necessary attitudinal and other 
changes so as to make social banking meaningful and purposeful. 

In addition, senior executives of public sector bctnks includin& Chairman 

and Managing Directors, Executive Directors General Managers. etc. have 
been ~  ~  rural branches to understand at first hand the problem 
obtaining in rural branches and also motivate the branch functionaries so 
as to brtngaboul the necessary attidunal changes in their minds. Senior 
Officers of the Banking .Division of Government of India have also 'started 
visiting the rural branhces. These visits have resulted in bringing about 
some changes in the functioning of the rural brancher.. 

lMinistry of .. Finance, Department of Eccnonic Affairs (Banking 

Division) O.M.No.J5/1/86-Cood. dated 27 th February,. 1987] 
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R __ Jrtetldation (SI. No.4 Para No. 2.24) 

The Committee note that the State Bank of India 1lccepted voluntarily 
lead bank responsibility inR1 districts in the country of which 7S are ~ 

dumially backward and are situated in hilly and tribal regions. The Committee 

also note tbat 1266 branches or 17.61 % of the total bank &ranclles (If'SII 
arc locatod in lead districts and these branches dillburscd Rs.2630 or.orcs 
against their share of 1198 crores upto the end of 1984. TheCbairlllln ,01 
the State Bank of India has ~ during evidence that the credit-depoSit 

ratio in the lead districts being served by the Bank has substantially improved' 
over the years. 'rhe Committee are informed that along witn a number ot 
concurrent evaluation studies, impact studies in 10 selected lead districts were 

conducted by the SBland the findings of these studies were brought to the 

notice of the District Consultative C<'mmittees as also the concerned functio-
naries of banks so as to remove lacunae and deficiencies in the implementa-

tion of the Schemes. The Committee are further' informed that as on 30 
September, 1985 licences for opening of 190 more branches were pendin&.with 

the Reserve Bank of India. As the problems may vary from ~  

to district, the Committee desire that meaningful impJomentation of ttle' 

scheme, impact studies in all the districts under the scheme should be con-
ducted on ongoing basis and effective follow up action ,taken so thaulac 
deficiencies which come to the fore could be remoycd forthwith. ~  would 
also like the RBI to clear pending licences, for opening more  branches, ~ 

pcditiously. 

Reply of Goveroment 

The observations/recommendations of the Committee have beon hroutht 
to the notice of State Bank of India (SBI) and Reserve Bank of India (1lB1). 
The SBI has reportedtllat besides the Impact Studies conducted in 10· dis-
tricts as earlier rcpol'tedto the Estimates Ifmmittcc. additio_UmJBCt 
Studies have deen carried out in 13 districts In the country during 1985..86. 
The bank bas reported that out of the 23 Impact Studie1i so far carricdout, 18 

were in ~  of the lead districts of the bank. The bank propo!les to con-

duct detailed studies in their remaining lead districtl! also over a longer 
timtJrame keeping 41\ the cost-benefit considerations. 

,As regards ~ ~  relating to RBI clearing. the 190 
~  ~  it m ~  b}ostat;}d that Cnairm1n, SBI,had stated aUhe time 

of evidence b(:fore the Committee (vide 2.20 of the 29th Report of the 
Estimates Committee, VIII Loki Sabha). that as on 30.9.1985, 190 liooUOl 

issu:d by RBl WJN p.mdiog with SBI. These 190 licences rof'ercd to were 
actua)\y licenses pending with SBt and not with RBI, The-bank has re-

ported that against 190 licenses pending with them as on 20.9.85, bratWhel 



htveheeft ~ opened in 52 centreS. Tn the meantime, ir1 accordance with 
~  inter-block imbalances in the availability of bank-

iDt,faeititilSas set O1i( in ~ cwrent Branch Licensing Policy for 1985-90, 
RBI had decided th4t the authorisation/ licenses pending with .he banks for 
opening offices in'rural and semi-urban centres in surplus banked blocks 
sholiidbe diverted to those in deficit banked blocks •. Accordingly, the banks 
weceadvis«t by RB[ not to proceed with thearrangemonts for opening offices 
apintt authorisations/licenses pending with them in respect of centres falling 
• in,8u\plus .. banked blocks. In vIew of the advise of the RB.J, SBI had surrcn-
dore4 127 qfthe pending licenses. As Oil 16.12.1986, SBI had only 14 pen-
ding licenses including 11 earlier licenses and 3 (rollh licenses. 

Reserve Ba.nkor India has reported that after scrutioyoftho Jistofiden-

lifted. centres received from the State Governm<Jt1ts, it baa issued 488 allot-

ments to the State Bank of India under the Cunent Branch Licensing Policy 

and the State Blnk of India has b;)Cn requested to open branches c::vc!lly 
during the remaining peri.od of the current Branch Licensing Polito .. )'. 

[Ministry of Finance Department of Economic Affitirs (Banking Division) 
Q,M. No. 15/1/86-Cord. dated tl}e 27th February, 1987.J 

Recommendation (Sl. No. 5 Para No.1. 31) 

The Committee are concerned to note that no study has been undertaken 

about the implemelltatioD of the DiffercntialRatc of I nterest Scheme and it 
has been teft to the branch managers not only to identify the beneficiaries 
under the sco:hemi) but also to certify their income. The Committee need 

hardl),point out that th.ere is ample scope of ~  in the present pro-
cedure being followed in the implementation of the scheme. The Committee 
would like the Government to review the workillg of the scheme in all its 
aspects and lay down proper guidelines for the proper implementation of the 
scheme. The ~  may also consider taking assistance from the 
Village Pancbayat Agencies in tpe idcotitication of the beneficiaries and the 
District Revenuc Authorities in getting the incoQlc of the beneficiaries 
certified. 

Reply of Government 

The Government of 11\dia introduced the Differential Rate of If.ltercst 

(Dill) Scheme intho year 1972. The Scheme is meant to cater to the credit 

requiromonts of the weakest amongst the weaker sections of the society by 

usi_ina them in their efforts in improving their econpmic conditions through 
IJUIl productive vcrtures. .The Scheme was reviewed· in 1973, 1976-77, 

19'79 and in 1980. After review of th6 scheme, suitable guidelines werQ 

laid down by Reserve Bank of India from time to time. 



As regards t1)e ~  that the Government may also consider taking 
Ilstlistance from the Village Panchayats in thc jdentification of the beneficiaries 

~  District Revenue Authorities in getting the income of the beneficiaries 
certified, as per the usual procedure. the banks do consult viHage and district 
level State functionaries for. necessary identification and for getting the income 

~  whenever found to be necessary. However, the commercial ba'nks 
may not strictly insist on following these procedures as these may ca4seundue 
hardships and delay in sanctioning of loans to the beneficiaries. Jt may be 
borne in mind thlt the beneficiaries under DRI Scheme belong to the poorest. 
atrate of the society. .Strict enforcement of formalities and procedures is 
likely to cause undue harassment and deprivation. . 

{Ministry of Finance. Department of Economic Affl,lirs (Bankit;g Divi-

sion) O.M. No. 15/1/86-Coord. dated the 27th February, 1987.] 
• 

Recommendation (SI. No.7 Para No. 1.41.) 

The ~  also Mte th" results of the ~  conducted by the State 
Bank of India in 10 districts to find out whether the assets purchased by the 

ben.,ficiaries out of the ~ and subsidy given by the Regional Rural Banks 

were intact and whether the beneficiaries were genuine and eligible. It is 

disheartening ~  in many cases assets are not existing at all or have already 
been sold. Many of the beneficiarios· have also been wrongly identified. 

The Committee would like the Government to initiate such, measures as may 
be ~  to edUcate the beneficiaries that the assets purchased out of the 
loans and subsidy given by the Regional Rural Banks should be maintained 
with utmost care and constant efforts should be made to use such assets for 
economic generatina activity. 

Reply of Government 

The Concurrent Evaluation Study undertaken by the ~  of 
Rural Development havc also brought out the fact that in some cas:s the 
assets have been found to be intact. GOVernment have also brought the fin-
dings of the Evaluation Study to the notice of all the baliks, with the request 
that adequate steps should be taken in this regard. In order to ensure that 
the Branch Managers are in a positio!, to verify the assets and also to have 

greater ~  between the branch functionaries and the beneficiaries it 
has been decided that one day in a .week should be observed as a non-banking 
working day in rural branches in the country. Branch Officials aTe expected 
to use this day for verification of assets also. 

• 
{Ministry of Finance. Department 4)( Economic Affairs (Banking Divi-

lion) O.M. No. 15/1/86-Coord. dated 27th February, 1987.] 



~  (81. No.8, Para No. ~  

¥any instances have come to the ~ of the ~  ~ the 

middlemen and banking officials have colluded .in taking advantage of the 
beneficiaries who are mostly illiterate. Tile representative of the ~~ 

Division' admitted during evidence that complaints have come to the notice 

of the Ministry to the effect that some middlemen and banking officials have 

grabbed as much as half of the amount of the loan and subsidy sanctioned to 

the beneficiary. The Committee note that instructions alreadY exist to the effect 
that the bank officials should neither insist on the borrowers for purchasing 
inputs or otner assets from particular dealers, not there be any compulsion 

for the ~ of a particular branch of asset. The Committee 
would Iik'! that these instructions of the Reserve Bank should be scrupul. 
ously followed by aU the banking officials and ,regular i1l!lpections 
should be c6nducted by the higher officia Is to ensure that the banking 
officials in a Branch are. not indulging in any malpractices and that the 

benefi.ts actually reach the target groups. -

Reply of 'Government 

... 

The recommendations of the Committee relating to scrupulous 

observance of existing instructions and senior officials conducting regular 

inspections. are accepted. Government have already issued instructions on 

10th July. 1985 mentioning that bank officials should not be involved 
directly in the selection of assets or suppliers. These instructions also stipulate 
that the bank. Officials r.hould not ~  a borrower to purchase an asset 

from a particular dealer. Government have 1'eiterated these instructions to all 

the banks. 

Government have issued instructions on 21st February, 1986 

mcmtioning that,all controlling officers qamoly Regional Managers! Divisi-

onal Managers shOUld visit all their rural branches once in a quarter with a 

checklist which has been specially designed for this purpose. Banks have 

'also a system of conducting periodical inspection of their branches by 

Inspectors atleast once ia12 ~  18 months. Banks have been asked to 

stramline and strengthen tbeir inspection machinery so as to make the rural 

branch inspections more effective and meaningful. 

In order to eliminate misutilisation of the funds by middlemen and 
others. an experimental procedure of payment of cash and subsidy directly to 
the beneficiaries under IRDP has been introduced with effect from 1·4·1986 
in selected blocks in the countrY . Such direct cash disbursement is made 

,.ben tbe ~ is ofa standard type or brand or where the disbursement i., 
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up to Rs. ~ under the Industries, Services. Busineaa (IS») sector. or 
when it relates to purchase of animals. 

[Ministry of Finance. Department of Economic Affairs (Banking 
Division) O.M.No.1S/1/86-Coorti.  dated the 27th Febrnary. 1987;) 

'" 
R.ecommendation (S1. No.9 Para No.1 ..... , " 1.55) 

The Committee also fuel that the procedurc bcina followed·for lII(ICtilo 

oning loans and subsidies to the benficiarir:s and the various ~  

the ~ appear to b;; cumbcr"om;, and·· nccd simplific:atiOB&. The blahM 
officials of the blnk should guide aDd help the illiterate beMfi.oiat*;tft 

getting the necessary f()rmalitics completed and the loalU sanctioned 

expeditiously. 

Tbe Committee are informed that Committee under the Deputy Governor, 

Reserve Bank has b::en appointed to go into thc specific question whether 

the mode of payment should be in cash or kind or whether it should be direct 

payment to the suppliers. The Committee hope that the Rcport of the 
~  app.>itltej under tlu ~  G»vernor of Reserve Bank woutd be 

made:tvailable 800:\ and necess!lry corrective ~  initiated in right 
earnest to improvl! thl,) situation. 

Reply of Government 

Under tho existing instructions of Reserve Bank. of Iodia, all loan 
applications up to a credit limit of Rs. 25,000/-under the priority sootOJ' 

should be disposed off within a fortnight. Even now. the bank staff in rural 

branches help the illiterate applicants with fillins up the application frGm. 
Suitable guidence is also exp;}ctc:d to be provided by the Branch Managors of 

rural branches to the existing and potential clientele during their field visits 

on the day set aside by the brancb as non-public business working day. 

The Study Group set up by Reserve Bank of India in November 1985, 

under the Charimanship of ~  Governor, Reserve. Bank of India and 

Chairman, N:1tional Bank for Agiculture and Rural Development to examine 

and report on the existing arrangements for flow of credit and supply ·of 

inputs and ~  to IRDP bell"ficiaries had submitted an interim repOrt 
to the Government of India/Reserve Bank of India on 23rd D:ccmber, 1985. 

In pursuance ofthe recommendations contained in the interim report, aD 

experimental procedure for disburserqpnt of loan and subsidy amounts in cash 

directly to the beneficiaries has been introduced in )2 selecttd bloch with 

effect from Ist April. 1986. 

The question of· simplification of froms under IRDP has received tho 

attention of ~  High level Committee on Credit for IRDP in its meetiaa 
I ',""':, 

held on 19th November, 1986 and suitable recommendations were made 
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by the Committee for simplifiction of the applictjon froms under IRDP. 

Reserve Bank of India has since issued instructions dated 9th February, 

·1987ito.n· ·the banks adiviaing them to bring the revised appJicationform 
pIGIPQlI8d by the Commitlee into lOse in tho regional lallluagc(s). 

:{Mm;!try of Finance, Department of Economic Affairs (Banking 
Division) O.M.No.lS/1/86.Coord. dated the 27th February, 1987J 

Reco-..mendation (S1. No. 10 Para No. 2.49) 

The ~ ~  the S.B.!. had launched a liberalised scheme 
fOt'°""iMing',snmUaoale industries at nine 'pilot centres' all over the country 

~  Tn. ~ of the scheme was relaxation in the rigidity of stan-
4ar4sas also· admillistrative procedlfres in favour of sm'll! scale industrial 
¥1Mts. Tbcmargin ~  arc also stated to have been relaxed, interest 

r.ws.lowered and clean advances too weresranted in appropriat.e cases. Now 
the·.facilities f{lr assisting small scale industries have been extended through 

to aUeranch", of. State Bank of India. The Committ.ee would like to Qmpha-
.we that since the ~  of -small scale industries is crucial to the 

.eeMmy ertha.country, the banb have to play an important role in provi-

~ .edie: to thom at liberal terms and conditions with least possible adminis-

(t!&ti.ve and proo-'<1ural hurdles. 

Reply of Gonrnment 

~  m'lt'gin and security norms have been laId down in respect of 
Ildvane¢s to.Smdl Scale Industrial Units under the priority sector. Banks 
should not ask for collat"ral security/third party guarantee for loans upto and 

inclu;iv.: of ~  25,000/-, For loans in oxcess of Rs. 25,000/-, collateral 
"curity in way of immovable property or third party guarantee may be asked 
for only in ~ where the primary security is inadequate or for other varid 

reasens and not as a matter ofwutine. Proposals other wise viable should 
Mt be tumed down m=rely for want of such collateral security or third party 
IlUlirant.e. asnks have beon advised thllt adequate powers of sanction Dl8Y 

b:) vested a* tb.ebranch level and a tim} limit for the disposal of applicatinns 
hu "en st'pulated. Moroover, the prescribed application forms have been 
ilimt)lifbd and procedural formalities have either been done away with or 
Simplified. Public Sector Banks have played a crucial role in the develop-

'lRtnt"of sman scale ~  At the end of June, 1986, the oUbtanding 
adva'l';}i of piJblic ~  bank'! to smlll scale industrial uni ts stood at Rs. 

7&36 crore'l in 16.981akh bJrrowal accounts. The bank advances to' small 
sca'o induitrial u'\its oonstitute 35.9% of total priority sector advances and 
lS.S% of the total net bank credit as at the end or June, 1986. 

{Ministry of Finanee, Department of' Economic Affairs (Banking Divi· 
sion) O.M. No.IS/I/86-Coord.dated 27th February, ]987). 
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Recommendation (SI. 13 Para No. 1.73) 

The Committee are unhappy to be informed that the provision of ade-
quate infrastuctual facilities by the District Rural Development Agencies 

which was to form the back ~ of the economic development of iural areas 

turned out to be its weakest link resulting in limited impact of programme of 

credit deployment by the: bank..<i on the socio-economic conditions of the bene-

ficiaries. The Committee need hardly stress ,that besides the availability of 

crediton easy terms, the provisi{ n of adequate. infrastructutal facilities and 
, ., .. 

other inputs like project report, technical advice. marketing facilities etc. arc 
also essential ingredients for the ~  utilisation otthe loans/subsidies 

received by a beneficiary. While agreeing during evidence that the availabi-
lity of the non-credit inputs was neces-sary for the economic' development of a 

beneficiary, the representative of the State Bank ofIndia stated that the bank 
did not provide these services as the bank did not have the requisite infras-
turacture for the purpose. The Committee would like to poiol out that the 
, mere flow of credit from the banks cannot have any impact on the develop-
ment of any beneficiary or any area under any scheme of social banking unless 

~  inputs are also identified and beneficiary made aware thereof and 
provided guidance for procuriftg them. The Committee. therefore, are firmly 

of the opinion th'lt whi'lc formulating the schemes for the provision of credit 

facilitieg, matching schemes should also be ~  for the provision.of 

~  guidance about d01l-credit inputs simultaneously ahd very clc;>se 

coordiDiltion and liaison should be maintained with the District Rural Agen-

cies in the matter. 

Reply of Government 

The recommendations of the Comnrittee have been accepted. These 
recommendations have been communicated to the Department of Rural 
Development for issue of necessary instruction to the District Rural Develop-
ment Agencies for formulating the necessary gUidelines for provision of non-
credit inputs alongwith crc·dit inputs and for very close coordinatioa and 
liaison between t,he DRDAs and the banks. 

[Ministry of Finance, Department of Economic Affairs (Ban\'ingDivision) 
O.M. No. 16/1/86-Coord. dated the 27th February, 1987.] 

Recommend:ltlon (SI. No. 14 Para No. 2.79) , 
, . 

The Committee see the logic behind. the view put forth before them that 

the initial phase of credit dcplo)'ment should be tbe basis whcJber tlte ~  
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:.ii, halpiRg.!the ~ ~ up furthe,;,q-odit ~  

According to the representative of the RBI who appeared before ,tbt,Ga.. 

~ ~ ~  "it is presumed that when banks assess tb, ~  ,of ~  they 

)ook into' the ~  or the ~ ~  ~  toolJulttee's view, the 

'capacity' to ~  credit arid the' ~  'capacity are two' ~  thinp. 

what they would like to emphasise is that the cYcle of credit deployment and 
Ar."dtPloytllCDt' hasta be on 1be basis of-gcMrati_ &I. credit; abWbing, ,capa-
city of the borrower. Banks must not coaaidoNMdy r4jJayment''ClIlpacity of 
the borrower at the initial stages. If the deployment in first ~  well 
~  certail\1ygenerate surphls and lead to ~  the ~

'lrieritcapicity6fthe botrower. The' approacll or the financiti;l 4lgcmcy should 
be tor an overall upttrtmentof' the'target groups'and not tike that of a disin-
.):prc;sted ~  ~~ with ~ lqan Q-nd ~  Jp,: its l'cptymcnt 
~  •. , ' 

'Reply of G01'etnmentto 
I r  • .' 

)', ! 

The observations of the Committec-the approach of the financilii'1ratnty 

sh9uld be fll(, an overall ~  the ~ ~  ~ ahollid Alot be 
~  of ~  agency' concerned with o Illy varving loan and lookin& 
! r.>i 'Hs ~  'is' tiilexeeptionable. The banks are expected to provide 
assistance for ~~ ~ ~  economic levels 

of the assisted p;rsons and for creatillRS of ~  assets. The viability 

; ~  :scbelm&WOutd Ifttir-tf(la depend "Upon the b'eoit absotbtive "capacity of 

1,tho,'bDlTO'W.::r,tho sklll.and, aptitudo df thO' bO'rTower, etc. 'The 'recOmmenda-
;ti1Od .'I()f' the' iCoOWl'littee' has'i>eenconveyed to the'S'tIite Bank . of Hid/a' arid 
,,the, lbaQk,'htrs i1itimatf:d'that· the recottlnlendafion' ~  1iOtOd 

tiy them: 'Thf' reconltnendatibI( of the Committee have been for-

··wutd-ed to ReScrve8an'k dr fncqa'alsofor'comideration 'and issue of appro-
'/'priateorl!ers. .' ': ".,' '  ' I 

.'/..,\ .' :' 

) .'; [Ministry ofPi1\lll\Ce, D"P!lrtment or-EconomiC A1fairs <a.rtkirtg (DNi. 
< :',:' sion)O.M. No. UI1/86-toord:'dltted'21th'f'cbruary,19S7.] 

;;' 
R.ecommellllation (Sf. No. IS, ,.. No. ~  

• 
. " " 

~ ,  " \ .', ! i .  ' ' 

The.C('mmiltee also feel that special ~ ~  ,on ~ ~  of 
~  fM ~ sick small scale unif,$and in ~  ~ .,co.QO-

I riticaJly viable. if need be giving them second' dose of loan and providjp,g 
them with necessary expert guidance . 

.. Reply of Gonrnment 
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1Doa.sures rOt in'tensiftcation or the bank's efforts in the area of rehabilitation, 
of sick units: 

.. 

(i) ~  Officers (Rehabilitation) have been posted in 39 of 
the bank's Regional Offtces to .exclusively attend to the work 

'relating to rehabilitation of sick units . 

(ii) Special training ptogrammes/Workshops on rehabilitation of sick 
units have been conducted. 

(iii) Efforts are being made to strengthen the bank's Consultancy Cells ~ 

that timely assistance/guiddnce is provided both to entrepreneun 

and the operating staff for rehabilitating sick units. 

Reserve Bank of India have recently issued detailed guidelines on tbe 

symptoms to detect. incipent sickness and ~  package tbat 

can be provided to sick units. These guidelines would enable the operating 
stiff to take quicker action on identification of sick units and rehabiliU:tion 

tbereof. 

[Ministry of Fi,nance. Department of Economic Affairs (Banking Divi-

sion) O.M. No. 15/] /86.Coord-dated 27th February, 1987.] 

Recommendation (SI. 16, No. Para No. %,84) 

The Committee agree with a view that the bankers should be involved 

in the planning for rural development because bankers have the expertise or 
micro man!lgement of ~  There has to be a machanism by which banks 
planning and the national planning mechanism 'have to be integrated. This can 
bo done at the micro bvel as also at the micro level. This susgostion also 

found favour with the Secretary (Banking) when he informed the Committee 

that the fa,ir financing part in the Seventh Plan, the Reserve 'Bank was fully 
associated and wherever ~  was any scheme requiring bank financing, 

the RBI was consulted before ~ scheme was included in the Plan. In Co-

mmittee's view association of RBI alone though necessary was not ~  

The committee feel that representation of commercial banks at Icastas micro 
level in the formulation of schemes for ru, al upliftment was equally important 

as the ~  implementation of the scheme was their responsibility. The 
Committee would like the Government to examine as 'to what extent the bank. 

ing industry ~  be involved in the process of formulation of schemes by 

the Government. 

Reply of Government 

As indicated at the time of oral evidence and reproduced in the above 

~ Reserve Baftk of India is funy ~  at the micro pdtic), framiDi 



19 

Icvcl in regard to schemes requiring credit assistance trom banks. At the 
micro level. thc banh are fully involvod with the preparation ot perspective 
plans and annual action plans for tho block/Distt. levels. Banks alC alao 

associatcd wherc were considcrd appropriate with various fora concerned with 
review of schemes rcquiring institutional credit assistance. For instance 

the High L'cvel Committee on Credit ,Support 'on IRDP constituted by ~  

OoverrunoQt (Department of Rural D,;ve1opment) to review the extent of 

.apport to IRDP from various crod;t institutions in the colltext of the Sixth 
. Five Year Plan and also to identify the operational difficulties being experien-

ced in obtaining credit has as its members several chief exe(..'utives cf the 
banks besides Depaty Qovernor, Reserve Bank: of India and Chairman. 

NABARD. This High level Committee has been continued during the 7th 

Plan period abo. The present composition of the Committee includes 
Chairman, SBI, Central Bank of India, United Bank o( India, ~  Na-
tion,1 Bank, Gurgaon Qrameen ~  National Cooperative Land Develop. 

ment Banks Federation and National Federation of State Cooperative Banks. 

Besides Reserve Bank of India itself has constituted a High Level Power Cont .. 
mittee under the Chairmanship of Deputy Governor, Reserve Bank of India 
to discuss mattcrs relating to flow o( credit to rural areas. 

[Ministry of Finance. Department of Economic Affairs (Banking Diyi" 
sian) O.M. No. 15/1/86-Coord. dated 27th February, 1987.) 

Recommendation (Sf. No. 17 Para Nos. 1.96" 1.97) 

The Commiltee feel ?oncerned to learn that according to the non-official 

estimates about 30 parccnt of the beneficiaries under IRDP were not eligible 
on thc basis of income criteria. As per the study conducted by the State Bank 
of India in tbe to lead ~  Lto assess the impact of· IRop, it has been 
found that 20.6 per cent of the b,meficiaries w.:rc worngly . idcntified. One of 

the important reasons for improper identification h!ls bet.:u stated to be that 

no meeting o( the Gram Sabha for confirming tbe identification of the bene-. 

ficilllies had b:;en convencd in the 10 districts taklln up for study. The position 

may be no better if study is undertaken in all the districts where the State 
Bank of lndia is tbe ~  b.mk. The Committee fmd it really surprising that 
while u:\d.:r th} pr.lgr:lInm.: hUlldreds of crores of rupoes are being spent by 
the Government, no fool proof institution'llised arrangements have been made 

for the prop.:r iden.tificatio.\ of the ben.eficiaries. 

As stated by the ~  of the State Bank oflndia during evidence no 

ani stance 'is being taken from the voluntary organisations for the identifica-
ti4ln of beneficiaries. The entire exercise is being done by the di$trict rural 

dovclopm"llt ageocies. The Committee ~ that voluntary ~ 



~  ptay\ vita1101c"lutheproper , idcmtiicationof thc'bcneftQari.' and,i 
theY\tl!oald<:bej'eft'ed\veI, ... ociatCJ4.witlh,the1:ask'of 'proper ~  

~  11le Stat&iBank 'oflnditl Oil 'itl part ftu4dca£rylOUliil;samplci, 
~  ~ ~  tl\@,bendiiciari<es·.,eleOted by' the ~ ~  

~  iatisfy runy th'ecriferia laid, down 'for thllir selection 
bef't:jrei the 'i'elease 'of in'oney. ' '", ;" 

;;. ..' . '. ~ 

the'task of identification of benenciaries under the' iRDP has 'been' 
, entrusftld to tho ORDAas per ~  scheme." The ~  ~  
ble 'familles is based on a detailed household survey carried ~  f9r assessing' 

the'income of the' t"iunities. ' This survey is expected to cove'r iiI I the' ~ ~  

wb'i:cb are -seemirtgly peor in the village. On'the basis of the ~  ~ 
assessed, a listorthe Poorest 'of the poor families is required to' be preparea' 

"  '  ' ,'.' ",',., • ,'. ' ., , ,. (  • 1'1 -, 

by the village level' worker/Block Staff. The list is to be the)) placed"for 

approval in the mQetini, of ~  ~  Assembl'y (pram ~  which is to' be 
~  t\leBlock Development Officer., The illstructions,envisage, that' 

Village Assembly should be attended biYthe local people' non-officials,block 
officers and bank officers, Prominent voluntary action group, etc.. theiist' 

of tM bcue60iaries ,fin&11y selected ill the VHJago' , Assembl1 . is requifoo to 
be diitPlaYeGOftthe noftee'board'of'the Village ~  and the Block 

Officer. Further, the banks have been advised by RBI under their circular 

dated 23.11.1985 to fix two days In aY month for disburse1t1ent' of loans to 
farmers and other priority sector beneficiaries in rural areas by theruml 
br'ancbes of the banks. Subsequently, the instructions relating to'disburse-
ment :or tWI;> fixed days in a month have been made aJ?plicable by RBlto the' 
priority sector advances ot the semi-urban branches also. These iristructiiin's 

are intended to·eHmi'nate possible malpractices on tt-:e ~  and ~  
proper $upervision/surJ?rise ins'pection of disbursement 'by higher ,'offi,Ciais' ~  
the other. In case the ~  instructions are scrupulously and ~  

followed by the block{braneh officials, the chances of wrong id-::lltification of 
beneficiaries would be minimised. ' , ,,' , 

The :banb bavealsobeenadvised by the GO'Vernment ~  

umiar itlltNCtrol1!f dated 3rdOctober, 1986 that it maybe useful'tfthe band' 
tht1nseftles undertakt their own mMpthevaluationofJRDP 'in two selectedl-
branches to find out the extent or defiCiencies' brought, out' by 'thcooncu.rrent.' 

evaluation. of IRDP carried out under the ~ of the Department of 
It'UraI'Development. ' ;, ,.I 

(Miftilh')' 0f: Flnancej Department ot Economic Affairs (Banking Oivi.,' 
sion)O;M; ~  dated the 271h"Febraar,d9S7.l' 

• 
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ltecommenda«OIJ, ~~ ~  1.8" ~  No. 2.98) 
'. , 

~~ ~ ~ ~ ~ ~  ,durjA$ the ~  ~ Year Plan, those 
beneficiaries who had been assisted earlier but were unable to cross the pover-

tyilidd .... ~  ,their 'ctmtrol are1i6 he' gMlt suoppJtmcntal 

assistance and the ~  of tlIe ellgibie' l:1C1lCficiaries 'for we !iecond:-

d.ole IS presently ~ ~ ~ ~  ~~  ~~ ~~~~  ~  authori-
~  and bank officIals. The CommIttee hope that utmost care will be taken 

to ~ ~ ~ ~  ~ ~ ~  ~  ~  I.o$ns JltW. ;thC,(c, i, no 
~~  ~ ~~ ~  ~ ~ .. 

" •• 1 

, . ~~  in ~ ~ Reserve"Bank of India and the ~
nal Bank for Agriculture and Rural Development framed the guidelines for" 

provisions of supplementary ~ ~ ~  'The detailed gUidelines 

were sent to the State Governments under letter dated 16th August, 1985 of 

tbo..JlepertllMatof,Rural Otwelopment' .. The 'guidellnes'indlcate the cate-
gOr.5e$ waicb ...... not,eiigiblc ~  assistance. ~ wlio were: 
WfD'Il81y ideutifietht llibe titDe' of nl'9t Qss;staooe (family' income prior'to ~ 

ta ... oxoeedill8' ~  wiUful defaulters' a'ftd tlioso whO' have 
~  ~ ~  tho·auet:at·aHo.r hy disposing' of' 1tte 

~  bIlVJ,be'Ilo.lncludad in eligibla'ce.tego.ry. RBI·has also' 

~  ~  tll . .u ~  ~  banks· on tho basis 'of, 
the Oovo,rnm," ~  ~ lotte); dated ~ 

1985, ' .. 

"[Ministry ~~  ~  of Eco1l9\l1ilf ~~ ~  Divi:-, 
sion) O.M. No. 15/l/86·Coord. -dated the 27th February, 1987] •. 

· ... EOD1IDIadatiola.(SLNo.10,P.r.No., 3.7) 

The Comm ittee are sttrprised to' team· that' beSides-tire hlrge scale indus-
trial uwtII, ~  ~ publi,:: sector ~  ~  been. behaving ,irres-
Po.nsibly in so far as clearing. their dues to. ~  small scale industrial units 

~ ~  It ~  more strange as to how banks have been c1earihS 
~  J?,oposals o.f PJlbJi9 sector undertakillsand ~  industrial ~ ~ 
without enSuring that they have cleared their dues to. \he small scale Untts. 
N'ow' thatt'tle J'tcserve Bank o.rlndhl. has'issued instructions to all the batih 
that berore sanctioningfoans to' public sector undertaldrigs and Ja'rge seale' 

~  units, it should'be ens urea tbat ~ had cleared all tbeir dues to 
~  units, t'he Committee expect theSmte Bank otrrldia . 

~ ~  follQW ~  ' . 



Reply or Government 

. 
The recommendation of the Commi ttee has been noted for compliance. 

[Ministry of Finance, Department of Economic Affairs (Bankin, Divi-
sion) O.M. No. lS/I/86-Coord. dated 27th February, 1987]. 

~ (81. No. :n, Para No. 3.8) 

In so far as the practical problems in the agricultural sector are con-

cerned, the Committee would like the State Bank of India to intensify their 
efforts in pursuing with tho State Government authorities for providll1& the 

requisite infrastructural a1ld other facilities in the areas of operations of the 
schemes of social bankir(a so ~  these schemes could be implemented 

smoothly. 

lteply of Government 

The recommendations of the Committee has been conveyed to State 

Bank of India who have noted the recommendations for further action. 
Inrcady institutivnal arrangements exist at the State leval and District level 

for greater and intensive inter-action between the bankers and' the local 
governmental authorities involving banle: credit and channelising banking. 

credit to developmental activities and for achieving social objectives. The 
District level Coordination Committee meetings al}.d the State Leva) Coordi-

nation Committee 'meetings are required to be held once eve1l' three months. 
At these meetings problems rell1.tillg to bank credit are discussed and wherever 
infra-structural facilities are found to be inadequate, the State Goverrunent 
authorities are ipforme'd of the nc('d for providing the same. 

(Ministry of Finance, Department of Economic Affairs (Banking Divi-
sion) O.M. No. lS/I/86-Coord. dated 27th gebruary, 1987]. 

Recommendation (SI. No. 22, Para3.ll) 

The Committee find that the SBI has issued detailed guidelines for 

simplification of procedures and formats for all priority sector lendings. 

These ~ information as to how forms should be filled up and what 
items should be ~ therein particularly for small loans upto Rs. 25,000/-
Loan application ~ have boen printed in all regional languages aDd terms 

and conditions stipulated for loan are printed on the back of the loan sane-
'tion letter. It has also been stipulated that the beneficiaries under IRDP 
and DRI loaJls should be issued pass books, Jo.avjng photographs of the bene-
ficiaries affixed thereon. The cost of photographs is also borne by the baDb 
in the case of' certain categories of borrowQrs. Nevertheless, the ~  
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would like to point out that notwithstanding all . these simplified procedures, 

many instances have come to the notice of the Committee where the borr-
owers have beon reported to be harassed by the bank officials. The Committee 

would like the' bank authorities to ensure better customer ~ at tbe 

counters of rural branches which deal with poor rural clientele and those 
officials found wanting in courtesy and Good behaviour should be dealt 

with severely. 

Reply of Goverim:lDt 

The reco11lmondations otthe Committee are accepted. The recommenda-

tions of the Committee have alNadY been conveiYed to State Bank of India 

who have reported having noted the recommendations for furtber action. 

Gove-rnment have also been impressing upon the banks the need for strict 
compliance of aU guidelines on rural. lending wh;ch includes issue of pass 

books in regional languages, etc. Banks· have also been advised 'to 

reduce the time lal between the receipt of ~  and sanction of loans 
and benyeen sanction 0 floaos and di sbursal of credit. I n ~  to ensure 

that the beneficiary is not required to visit banks too oftcn and also to ensure 

that loans are sanctioned promptly and disbursed promptly banks have boen 
advised to fix: two specific days in each month for disbursal or loans. Banks 
have also been told that the officials round wanting in courtesy and good 
behaviour may be dealt with severely. -.-
The recommendations of the Committee have been communicated to 

a1l the Public sector banks and advised to intitiate measures which would 
ensure that better cuStomer service is rendered at the counters of rural' 

branches. 

[Ministry of Finance, Department of Economic Affairs, (Banking Divi-

, sion) O.M. No. IS/l/86-Coord. dated 27.2,87]. 

Recommendation (Sl. No. 25, Para No. 3.23) 

The Committee note that the present ,chemes being implemented by the 
bank for ~  molitilisation are more suited to urban and.elite population. 
No innovative schemes for deposit mobirisation suited exclusively to rural 
population have been i[1itiated by the Reserve Bank of IndiafState Bank of 
India. All that the Reserve Bank of India has done is that under the 
branch expansion scheme, nearly 60% of the branches have been opened in 
the rural areas. The Committee feel that sheer expansion of branch network 
in rural.reas is not enough 88 an incentive' for that rural population for 
livings and deposits. For adequate deposit' m9tbilis;ation there have to be 

Avinp oriented innovative schemes for operation In the rural branches of 
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~  'with ~  'l'ubltfcityitnd' door to' '. door! ~  .' .(1011-
nri'ttee would ~ "the 'Ma .. istiry/RB1/SBI: tc)p "' •. ,IS .... ·! ...... ! 
'to 'this UJatter and dityjse "sui·tahle'depoaiteelu ..... "" .... RIal 
·cliai.. . " ·,i. "' '  •  '  . 

,Reply q( Gq.vernmeat 
1,'1' 

It may be pointed out in the above cOIltext that the bankS' (t'ci ~  
great attention to ~ .. vq, df'; ,Mfferent groups of peopJe-

~  small saVers, by innovating deposit mobilisation schemes suited. 
t:'Jth'eir itypoeof tequiAmcDts' (within sthc OIVOl1ln ~  on 

~  theRBA). For ~  O'IU ~  ~ ... Wivp 
fnttoduqcd schemes, ,SUf-Q ~  ~ ~ ~  tecwriJ)g . ~  .' ~  

. ,moves.eu.t ~  and it; may be, ~ that such, ,t)'pcs . of, ~ ~ h",(e 
'pw-.ed ~ ~~ ~ in ~ ~  areas ~ a ~~ .. ~~  }'lle, ~  
population and agt:lculturlsts. -rhe. rural branches of var'ioU& bankS art!aiso 
givell deposif ~  and . ttc.-ogni'tionfpr1ze5' 'are 'uwsrtled by" . 'die 
concerne(\ banb totbebestbranches' vi's·a.vis' lldl'fe\feM_S' ,in ,..it 
mobi'lisatioa: ,. ' ',;' ,,' 

oJ, 
., I. " I' .  .  I ,. ~ 

,  . .Attbe ~  ~ $c ~ ~  . of. tl1e ... ~ ~ ~~ ~  

b&nts ~~ ~ ~  ~  ~  ~ ~ ~  ~ ~ ~ ~  " ~  ~ ~  
by ~  mnovatlve scheme& ~~  no.ted by Government. (or . ~  
such intimsive efforts suited to rural areas. ,.... " 

. ",! • ~ ! ~ :; l 

. ~ ~~  of ~  ~  of&(ol)Omic ~ ~~  ~  
iO.M. N,o.·15fl/86-CoorQ. dated 27th February, ~  . 

:. ',; ',. '," I .J. 

Reeommtl.-"affon (SJ,No. 16, ~  

The Committee noted the progressively descending trend in the ~
'{)CpoSltrado a'along tOO tilttd t'Ol'ulation 'groUp in' ,th. b?Ui1tryIJn ! .. ~ rar as 
SSI IS concerned.WWiJe!in:1986 Wwar 68.17, it was 65.96 in 1981.63.38 in 

1982. 62.67 ~  ,agd; ~  i.n ~  ~  1 ~~ ~  ~ ~  the situation· is 
reverse in tl\c case of metropolitan grou'p wbere it was 100.90 in 1980. 
't04 .. 3lin '198hJ 16.34 in Im,107.&7i.1918l.n4, .1CO.07,·,i,Q, ~ The 
;t'epHsentative :Of'tlte !tBl, ~  ~  ~ ~~  .Ulat, :M'.) ~  

~  ~  ~ ~  .. ~  fer 

the:r'llTal ~  ....... for.theBlnking 5eqtOl' afi.& ~ ~  ~ ~~  

ratio was' ~  However,in the ~ ~ ~  ~  

Ealtemregion the orNi'tdQposit<ratio is evonless ~~  

,'the 'Mini5try. •. aigb cre""oodepoait ratio in ~  ~ ~ d9CS 
not 'mean di:Veraion ohesooroes frQm rural ~ ~ ~ ~  
,tireas ~  is ~  ~  .c,apacift)' ~~
'polidapat'ClS ~  to, 'Varjou& l'ea,soQs ~ all ~~ ~  at Jar,fC ~~~ ~  

, .. ., .... 
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in urbanfmetropolitanareas; large numberofagro-basedinduatriesio lltbIlnl 
metropolitan area; and Food credit of the bank, is shown in urban/metro-
politan areas but is actually utilised in. mral areas; .. The Committoo' wouJ4' 
like to stress that the overall planning of the Bam: mould bet wcb that 
every beneficiary of the credit programme ultimately. tums'" out to be a 
genuine deposi'tor of the bank. Fulfilment of this condition should MODe' 
ottbe criteria for judging the effiectiveness and correct implementatioR oftbe; 
schemes. The Committee have' already observed in the proceedioa eoc:tiom, 
of this report about provision of ":toro ~  facilities audneed tor 
growth of industries particularly agro-basod industries. in the rural areal so as 
to augment substantially the ~  absorbing capacity in the rulll areu. 'I'be' 
Committee would like all possible measures to be evolved for increasing the 
credit-deposit ratio in the fural areas. ' 

Reply of Government 

The recommendations of the Committee are unexceptionable. Govern-

ment and Reserve Bank of India have already issued instructions that the 
credit deposit ratio in rural areas should not be less tban 60%. Govern-
ment attaches considerable importance to thl( concept of rural deposits being 

deplOYpt in rural al"eas of the country. The Minister of State for Finance 
while presiding over the meetings of the Regional CODsultative Committees of 
the Eastern Region, the North Easteno Region and the Nltrthcrn Regibn 
have stressed the need for' banks maintaining a credit deposit ratio of 60% 

. in rural areas. The State Level Bankers Committee also monitor the 
performance of the banks in this matter at their periodical meeunp. At 
these meetings wherever required. State Govt. are requested to create and 
provide the necessary infra-structure to enable banks to funnel further crodit 

to rural areas. 

{Ministry of Finance, Department of Economic Affairs (Banking Diviw 

sion) O.M. No. t5/1/86-'Coord. dated 27.2.87]. 

Recoidmendation (81. No. 27, Para No. 3.34) 
II 

The Committee note with the regret the dismal position with regard to 
recovery position of the State Bank of India. The figures of outstandinsa in 
respect of SBI. as at the end of 1984 are: for short Term loans Rs. 135.14 
crores. for Term Loans-Rs. 202.60 crores and for DIR Rs. 32.85 orores. 
The position in terms of percentages in various sectors as 00 30th JUDe. i 1984 
is stated 10 be : overdues in smaH scale industries-14.6%; sma1lbuainon 
finance 18.2%; C&Isegment-14.43%; and agricultural segment 19.8%. Tho 
recovery position in terms of percentage in relation to demand in variOUI 
sectors during 1984 is stated 10 be: short term loans-54.6%; Term lpau 
51.9%; DIR recovery 34.63% and IRDP 47%. This position ~  to 
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sin's own admission it. 'a bit discouraging'. Various reasons have been ,put 
forth fol' this adverse position and several steps are stated to have beeo taken 
to improve it. Tha ~  would like the State Bank of India to 
consider the setti,,pg up of separate recovery cells, with adequate field staff, to 
improve upon the posi tion in all sectorslscgments. The field staff Should not 
provo to be terror to ~  rather beneficiaries should look to them 
as their friend, philosopher and guide. All the" same, while sanctioning 
loans particularly amongst weaker sections,' repayment ethics should be 
explained and emphasised upon them. The belleficiaries ~  be briotcd 
by the field staff about the advaotages such as "grallt of further loan etc. 
after repayment of ~  loans. 

Reply of Government 

The instructions dated 8.8.86 that one day in a week should be treated 

as non-public business working day by the rural branches is intended to 
enable the branch managers to spend the day so set ~  exclusively io the 
field for contacting their present and potential clientele for development work 
like mobilisation of deposits. monitoring credit utilisation. recovery and 
providing appropriate 'guidance to borrowers. . 

As regards setting up or separate recovery cells in the State ~ or 
India. the bank has felt that i'r separate recovery cells are created with the 
task of only ~  of dues"it will tantamount to putting the Bank's staff 
into watertight compartments with, one set of staff exchisively for loaning 

and another set for recovery .. The bank has felt that in case these two tasks • 
arc seggregated and assigned to separate groups., it may lead' to reckless 
lending as no responsibility for recovery would be attached to the loaDing 
staff. The bank has reported that individual recovery targets arc given to 
the branches/field staff and the performance monitored by the Regional 

ManagerlBrancb Manager. For overall monitoring, Standing Committoes 

on Rural Credit and Recovery ~  been formed at Local Head Office. of the 
bank. In the circumstances (the SBI is of the' view that the existing 
arrangements may be allowed to ~  for recovery of ~  

[Ministry of Finance, Department elf Economic Affairs (Banking 

Division) O.M. No. lS/I/86-Coord. dated ~  February 1987]. 

RecommendatfoD (S1. No. 28, Para 3.41) 

The Committee note that State Bank of India established io 1981 an 
Institute of Rural Development at ·Hyderabad for meeting the speCial needs 

of rural credit. Now with special emphasis is being laid on opening more 

bank branches in the rural areas and a 'number of social banking schemes arc 
bein$ implemented. it is but ~  that the officers/staff manninfthQ 
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!titat branches ·sbould be expDsed.to the modern techniques ot handling rural 
cJicntile. The Committee agree that training is continuous effort and tile Insti-

tuto of -Rum I ~  can playa vital role in this behalf. The Committee, 

however, fool that tbe courses being offered by the Institute should be kept 

under constant review so as to bring them in ~  the over cbansing 

socio-ecODomic phenomenon i!l the rural areas, The Committee also desire 
that the officers/staff. who have ~  imparted training at the Institute • 
• hauJd be posted in the rural areas for a ~  period of 3 years and 

areangements should also be made to look after their welfare and suitable 
residential accommodation. education or children at the place of posting and 
IOmo extra allowance if their childem arc to receive education in a station 
differc')t from their posting. 

Reply or Government 

The recommendation of the Commi ttee has been conveyed to State 
Bank of India .. State Bank of India has reported that the obServations of the 

Committee on the banks' , Ibstitute of Rural Development and review d( 
course content or the Institute on continuous basis' have been noted by thortl.. 
State Bank of India has also reported th .. t the recommendationth!lt tho 
officers/staff who have heen imparted training at ,he Institute be posted in 
rural branches as ~  by ~ Committee ill this regard have been noted 
by the bank. EV';'11 today to the extent possible they are being polrted to rural 
areltll, 

As regards providing facilities for the ofllc.crs who have received training 

at the Institute and who are posted in the rural areas, State Bank of fndia has 

rcportod that all Branch Managers, Managers of Division, Field Officers, R.D. 

Os. and Cash Officers of comparable seniority are eligibk for and are provi-
ded with residential accommodation at rural and other branches. As regards 

other ofticcrs/':Itaff ~  upon the conditions eat a centre, dormitory 

type of lccommodation wherever pOSSible is also provided by the bank. The 
question of allowing the SBI to provide extra allowance to the staff working 

• in the rural brancitJ!I in c:ue their children receive education. in a station 

different from their station, of posting cannot be considered ill isolation 

tnd the decision in this regard would hav.; to be at the industry level. 

{Ministry of Finance, Department of Economic Affairs (Banking 

DiviSion) O.M.No. J5jJ/86·Coord'. dated 27.2.87]. 



CHAPTER nl 

R.ECOMMENDA TlONS/OBSERVATIONS WHICH THE 

COMMITTEE' DO NOT DESIRE TO PURSUE IN VIEW 

OF GOVERNMENT REPLIES 

Recommendation (SI. ~ 21. Para No, 2.16) 

'The Committee note that the State Bank of India has launched a 
number of schemes since its constitution in 1955 by the nationalisa-
tion of the Imperjal Bank of India for the ~  of bankjng 
1kcilitics on a large scale more particularly in the rural and :scmi-
urban areas". Similarly' Government has also launched certain schemes 
for the economic upliftment of the weaker sections of the society. 
With regard to monit,oring and evaluation of these schemes, it transpired 
during evidence that the monitoring and'evaluatioTl was done by the bal1k 
itself in so far as bank's Own schemes were conc;:emed and by the planning 
Commission/Resreve Bank of India if the schemes were Government sponsored 
and that the Ministry of Finance (Banking Division) has nothing to do 
iD the matter. It also transpired during evidence that over the years the 
State Bank of India and Planning CommissionfReserve Bank of India have 
dODe precious little in ,condUcting any indepth evaluation of these 
schemes so as to find out whether the scheme were bemg implemented on 
proper lines and the funds were actually reaching the peopJ,e for whom they 
were meaDt. Thl: Committee consider su:h a situation as a case of shift: 
responsibility on the part of the Ministrr, tbe .Reserve ~  of India.and the 
State Bank of India. The Committee cannot expect the Ministry to wash of 
their hands by stating that the schemes launched by the State Bank or India 
were to be evaluated by the Bank itself and the schemes launched by Govern-
ment were to be revaluated by Reserve Bank of India or the Planning Com-
mission. The Committee also do not appreciate the statem',mt of the representa-
tive of the Reserve Bank of India that the banks were required to formulate 
and implement the schemes within the guidelines issued by them and they wens ,. 
not concerned with the monitoring or evaluation of the schemes launched by 
the SBI. The Committee need hardly point out thilt, these schemes involve 
disbursal of thousand of crores of public money and 'the Ministry and ~ 

Reserve Bank of India have a vital and. central role to ensure that these 
scbemes are implemented in letter ,and spirit. The Committee ~  that an 

~  evaluation, of all the schemes should be done at regular  intervals bY .. 



, 
*1\ outside expert body. under the overall supervision or the Ministry, leser\'e 
Bank of India/planwng Commission so as to ensure that the schemes are 
yielding thcdesired results. The Committee abo suggest that all social Banking 

Schemes formulated or sponsored either by Government or the bank should 
ha..vcan in·bl1ilt m.echllJlism forovaluation and monitoring. 

Reply of Govefpment 

The ~  of the Committee, have been noted. While 
tendering evidence before the Committee, 'the officials giving evidence had in 
'miDdthe special schemes designed by each individual bank which are being 
-evaluated by the banks themselves. In so far as the other Centrally sponsored 
schemes such asIRDP, SEBUY;. ~~  aN concerned these are being reviewed by 
·the Governmental Departments cortCerned and remedial measures taken wher-
eYer. COBIIidtred necessary. It was in th(!lcontext that it was observed that the 
monitorill8.and'evaluation of the banks' schemes were done by the banks them-
;lGlves and that for Governmentalsehemes, these were done by other agencies. 
It may also be clarified ~  th:at the Department of Rural Development peri-
odically conduct a review of the Integrated Rural Development Programme. The 
Department also conducts in-depth discussions with the State Government de-
partments concerned for the proper implementation of the scheme. It has also 
undertaken a full scale review of the scheme through Concurrent Evaluation 
• Studies and those are being monitored regularly anq on an on-going basis. 
Similarly the Ministry of la4ustry also conducts periodical review of the 
SEEUY. There has been no ~  to shift the responsibility for conducting 
review of such schern:s e;ther by Reserve Bank of India or by Govern-

ment. Nor has the Government. made any attempt to wash their 

hands off bY' keeping away from having a' proper evaluation of such 
important schemes. It is only in tbe limited context of the banks own 
individual ~ ~  that it was indicated that these are reviewed by ba.nks 
themSelves. 

As already mentioned, all the' Central schemes are .being reviewed and 
monitored on a contin.ual ~ The individual schemes of tbe ~ Govern-

mentS are also reviewed at tbe periodi cal review of the State level Bankers 
Committee Meetings held periodically once in a quarter. In addition, the 
Board of Directors of the ~ ~  review the various schemes of the 

banks on an ~ ~ basis at periodical intervals. 

In so far as the schem:: of Differential Rate of lnterest is concerned. 
Government had" requested the National Institute of Bank Managemcmt in 
1984 to undertake a study of tbe working of the Differential Rate of Interest 
scheme with the objective of ascertaining:-

1. whether the DR! loans are reaching intended beneiiciaries; .and 

2. whether the schemes were ~  the purpose of ~~ 

poGple in improving their socio-economic problems. 



'the study conducted by National Institute at Dank Manag'etnent Inctl-
Cltes that by and learge the _ o!:?jectives of the DRl scheme have been 
fulfilled by the banks. . 

[Ministry of Finance, Department of Bconomic Affairs 1Banking Divi-
sion O. M.No. 15/1/86-Coord. dated the 27th February, 1987.] . 

~  '(SI. No.3, Para No. 2.17) 

The Committee areilnhappy to be informed that there are outstandjnga 
as at ·the end of 1984 to tbe tune of Rs. 1876 crores, Rs. 1737 crores aOORs. 
808 crores in the Agriculture, Small Scale Industries and Small Business res-
pectively. Outstanding wltich are considered bad or doubtful for recovery. 

arc to the tune of Rs. 59 ~ Rs. 163 crores and Rs. 3S ,orores respec-
tively in these sectors. Apart from huge proportion of ou.tstandings in pmc-
tically all the sectors, there are large sums which are virtually bad debts and 
are doubtful of recovery. ]f,this is the position with regard to the SBI, the 
Committee can well imagine what would be the total picture if all the natio-
nalised banil:s are taken together. The Committee would like the Ministry/ 
Reserve Bank of India to immediately conduct an indepth study to find out 
the reasons for the dismal picture about the implementation of these schemes 
and init:ate necessary corrective and result-oriented measures so as to avoid 

~  in future and to achieve the desired aims of these schemes . 

. Reply of GOVernment 

The outstanding advances in any sector do not indicate the level of over-
dues or the recovery position. They only indicate the outstandings at that 
point of time. The outstandings fnclude both the amounts that have already 
become recoverable and also the amount that have already become recover-
ab.le and also the amount that have yes to be recovered. In 90 rar as cash 
credit accounts ale concerned' there is no overdues as such. The total in 
outstandings do not, therefore, give any indications nor do they represent the 
state of affairs of overdue position of a particular bank or in a particular 
sector. 

The risk of some percentage of IQans bceoming bad or doubtful are in-

herent in the nature of commercial banking inspite of good. quality of pre-
sanction appraisal. Banks do make provisions every year at the time of 
finalisation of the annual accounts in respect of bad and doubtful debts sub-
ject to the satisfaction of the statutory auditors. The amount of provisions 
made are, 'not disclosed and the banks have statutory protection from the 
disclosure of such bad debts for which provisions have been made. 

Reasons for loans being bad or doubtful can be attributed to many rea-
IOns.' It could be due to natural calamities such as drought, floods, etc. It 
could be due to non-itnproper or non-.dying up of marketingarrangementl, 
1lOQ-avilability of raw-material, etc. It could also be due to the ~  de-

'Ii' 
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fault on the part of the beneficiary. The endeavour of the bank baa always 
been to reduce the level ofovcrdues and reducing the quantum of bad and 
. doubtful debts by having proper pre-lending' scrutiny and post-sanction moDi-

toringof loans. 

Various steps have beCJl taken by commercial banks to reduce overdues. 
An Expert Group on state enactments having a bearing on commercilil banks 
lending to agriculture was appointed in September, 1969 under Shri R.K. ' 
Talwar, the then Chairman of the State Bank ofIndia. Talwar Committeo 
has submitted its report in December. 1970. The Committee had ~
mended that State Government should empower an official with authority to 
issue an order having the force of a decree of a Civil Suit. for payment of any 
sum due to a hank by-sale of the property mortgaged in f,lvour of the bank 
to facilitate recovery of dues of commercial banks without having to resort to 
protracted and time-consuming litigation to Civil Courts. For implemen-
tingtbe above recommendation. the Expert Group recommended enactment 
of legislation bV various State Gqvernments and Union Territories on tho 
basis of a 'Model Bill' evolved by them. So far, 16 states have enacted logis-, 
-lations on the lines of the Model Bill. The merit of the cases of all types 
of dues of banks are brought within the purview of these legislations to facili-
tate their recovery. The .matter of enacting the legislation by the remaining 
States ~  all the Union Territories is being pursued by the Reserve Bank 
of India with the concerned State Governments and Union Territories. 

The ~ have also ~  advised by the National Bank for Agriculture 
and Rural Development to carr} out a review of the overdue accounts. Tho 
review of tbe overdue accounts would enable the banks to reschedule the 
payment in cases where the default is on account of genuine reasonS and con-

I 
'sequently ~  die levels of overdues. 

~ 

In regard to post-lending supervision. instructions dated 8.8.1986, havo 
boen issued by the Reserve Bank of India to the banks to the effect that the 
rural branches should observe one day in a week as 'Non-public business 
Working day'. The day so set apart is to be, inter alia, utilised by the 
Branch Managers for contecting the borrowers fur monitoring credit utilisa-
tion and recovery. 

The broad reasons for default by the borrowers and some debts·' going 
bad or doubtful are known. Measures have already been taken for streng· 
theniDg the recovery mechanism and post-lending Ioupervision as set out in 
the preceeding paras. J n the circumstances, any fresh study to enquire into' 
the fC8IOl1S for bad and doubtful debts may not serve any fruitful purpose. 

[Mini$try of Finance, ~  of Economic Affairs (Banking Divi-
sion) O.M. No. lS/J/86-Coord, dated 27th February, 1987.] 



C;HAPTER IV 

RECOMMENDATIONS/OBSERVATIONS IN RESPECT 'OF 

WHICH THE GOVERNMENT REPLIES HA VB NOT BEEN 

ACCEPTEb BY THE COMMITTEE 

• Recommenclation (81. No. 12, Para 2.65)-

The Committee are informed that the State Bank of India evolved the 

concept of Agricultural Development Branchs on its own in 1971 for hand!. 
ling agricultural advances exclusively. At present, the Bank ~  432 such 

• branches had upto the end of 1984 the number of farmed financed through • 
these branches WdS 16, 79, 256 and the net outstanding amount Rs. 641.29 
crores.· These Branches provide credit for both agricul\Ure as also • allied 
activites like dairy, poultry, fisheries etc. The Committee however, note that 
. the Reserve Bank of India has taken a decision to expand the net work of 
commercial banks in the rural areas and has asked tbe State Bank ofIndia and 
other banks to go slow on the opening of further ~  Development 
Braoches. The Committee however have no doubt that all those areas which 
have not yet been covered by t.he commercial banks will be provided bankiu&. 
facilties in a time bound programme. The Committee "'auld also like the . 
State Bank of India to make an indepth study in the working of the existing 
Agricu1tural Development Branches to find out their impact on the socio-
economic advancement of the beneficiaries and also whcliher the reeovOl')" 
position is satisfactory. 

Reply of GoverDIIJent 

The earlier Branch Licensing Policy 1982-85 had envisaged the establish-

ment« one bank office for 17,000 population in the rural and semi-urban 

areas at the district level. In many cases even though the policy objective 
was ac:hieved in the district, it was found tbat were large unbanked/under-

ban1ced pockets within the district. In order to remove intra-district varia-

tions in the spread of banking facilities, in the current ~ Licensing 
Policy for 1985-90, coterminus with the Seventh Five Year Plan, the twin 

objectives of having one bank office for l't,oOO population in theruraJ and 

,semi-urban areas of each development block and filling up spatial gaps by 
, having ~  one bank office within a distance of 10 Kms. frqn any village 
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havolhcC71 rAtroduced. In the spareely populated areas luch as the hilly and 

tribal areas, the population coverage nom can be fUrther relaxed ttl one bank 
offioe for 10,000 to 12,000 population. Spatial gaps in the availability of bankw 

illl facilities may be expected to be filled in with the implementation of current 
Branch Licensing POlicy. 

As regards condu(..iing of indepth study of'tho Agricultural Dovelopmen' 
Branches to ascertain whether recovery position at these branches is utilfae. 
tory, State Bank of India has reported that ,the studies carried out in this 
{egarq had revealed that the positiol1 is not very different from that obtain-
ing at· other branches. As regards conducting a study to find out the impace 
orthc ADBs on the socio-economic adVancement of the. beneficiaries, it may 
be mentioned that in a situation where a number of other asencies such as 
co-opcrtives. land development banks. regional rural banks and branches d 
other commercial banks are operating in an area, a stUdy to ~  the 
socio-economic benefits accruing exclusively on account ot tbe operation. of 
ADBs 'may not give an accurate account of the socio-economic bene-

fits. 

{Ministry of Finance. Department of Economic Affairs (BankinS DiVision) 
O.M. No. 15/1/86-Coord dated the 27tb February, 1987]. 

Recommendation (SI. No. 23. Para 3.11) 

The Committee are informed tua t in order to ensure tbat guidolines 
regarding simplified procedures are followed by the rural bank branches, 
SBY has initiated evaluation through its own officers. Reserve Bank oflndia 
is also stated to have appointed Lead Development Officers for throe foul' 
districts for the purpose. The Committee would like the RBI to appoint 
many Lead Development Officers so as to cover aU the districts served by 
the schemes for priority sectors. These officers should conduct survey. aDd 
make on-the-spot studies to find deficiencies in the procedures and suggest 

measures for ~  the loopboles 60 as to prevent harassment of bene-
ficiaries and malpractices indulged in by tbe middlemen, bank officials aDd 
other functionaries. 

Reply of Government 

The recommendations of the Committee has been brought to the notice of 
the Reserve Bank of India and State Bank of India. In the recent past a 
large number of steps have been taken towards reducing deficiencies in rural 
lending operations and also to remove malpractices and other irregularities 
'8t rural branches. Banks have been advised to instruct their branch function-
alies that they should not associate themselves in identification of aSlCts or 
SUppliers. Banks have been advised to reduce the time lag betwocn receipt 
of applications and saoction which are required . to be disposed of within a 
fortnight. A system of dlstributins both ~ and subsidf to beocficjariea ill 



34 

easb under IRDP proaramme was launched on 1.4.1987 in 22 selected bJocka 
or the coLntry 10 as to avoid the role of middleman .. 

[Ministry of Finance, Department of Economic Affairs, (Banki'D' Divi-
sion) O.M. No. lS/1/86-Coord. dated 27.2.8'7] 

Recommendation (SI. No. 14 Paras 3.17 & 3.18) 

The Committee do not feel convinced of the reasons advanced by the SBI 
for undue detay in the disposal of the loan applications of beneficJariel 
under the various social banking schemes. So far as bunding of application 
is concerned, instructions should be issued by tbe MinislJl' of Financel 
Reserve Bank of India to atl the concerned sponsoring agencies impreuiDl 

upon them the imperative need for the avoidance of the bunching of appli-
cations so that these applications could be disposed of within the maxim11D:l 
pcliod of two weeks. 

So far as the problem of handling of velY large number of smal1 Joan 
applictions is concern!d. the Committee feel tbat the desired results can be 
achieved by compuferisation of the whole process. The committee would urae 
upon the State Bank of India to take expeditious decision on the computcria-
tion as recommel'ded by the Committee appointed by the bank. Recom-
~  of that Committee about procedural problems etc I also merit 
immediate consideration and implementation, 

Reply of Government 

Government and RBI have ~  very clear instructions to all the baua 
that there should not be any undue delay in disbursal of loan applications of 
the beneficiaries in the rural areas. Instructions have bem issued that alllaan 
applications received in the rural areas should be disposed of within a forthight 
Instructions also exist that there should not be delay between sanction and 
disbursal of loan applications of the rural areas. In order to ensure that 
there is no undue delay in disbursal of loans, banks have been advised to fix 
two specific <illys in rural branches when loans may be disbursed. This 
would, while giving adequate time for the branch functionaries to proceses the 
proposals, also enable the beneficiaries to reduce the frequency of their 
visit to rural branches. It has also been ,kcidrd that one doy in the week 
should be treated as a non-banking workin)l day in all . the rural branches 10 
as to enable the bank t\inctionaries to contact the beneficiaries and to have 
interaction with 1hem which would result in snnctioning process and the dis-
bursal process being speeded up. 

Government have also taken note of the recommendations made by the 
Committee that State Bank of India should take expeditious decision on 
the computerisation as recommended by the Committee appointed by tbe 
bank and that recommendations of that Committee about procedural prob1em., 
etc. should ulso make immediate consideration and implementation. State 
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~  ot India has been asked to look. into this mutter and take immediate 
decilion consistent with the requirement of business efficiency and the need 
tor computcrisation and mechanisation of rural branches based on the volume 
or business transacted at thes'! branches. 

[Ministry of Finance, ~  of Economic Affairs, (Bankina Divi-
sion) O.M. No. 15/1/86-Coord. date 27.2,87) 

Recommendation (SI. NO.,29, Para No. 3.45) 

The Committee do not feel satisfted with the steps taken so far by the 
Reserve Bank of India for ,:pubJicising ~  of socilll banking under 

implementation in the rural areas. More ~  'Cradit Information 
Review' in laymen's language and its free of cost circulation amollgabout 

50,000 people in a vast oountry !ike India is hardly going to serve any 
purpose. ~ ~  agre.!ing with the views of a non-official orgaN-
lations, would like to observe that besides formal avenues of publicity 'like 
newspapers, pamphlets etc. ~  publicity of schemes of social banking 
could be through widespreau personal cIJntact between the bank officials 
(fteld staff) and tho borrowers viz. the target groups under tach scheme. 
Besides, services of the modern publicity media like Radio and TeleVision 
shOUld also be ml\de use of for propagating schemes amongst the target 

aroups. In Committee's view this would help a good deal in creating 
awareness amongst the rural oJientnle about the bl:nefits that accrue to them 
under various schemes. Thi:> will also obviate their exploitation by tbe 
middlemen as also unscrupulous officials through malpractices. There should 
also be a system of getting feedback from rural branches about the points 
made and difficulties experienced by the rural dlientale and these should be 
analysed at a central place and TV/Radio programmes based on those points 
and solutions or correct information about that should be telecast/broadcast 
living due publicity to them in advance. 

Reply of Government 

The Public Sector Banks have been advised from time to time that tbe 
Chief Executives and Other senior officers should visit rural branches at least 
0DC:e in a month to satisfy themselves about tht: quality of work being done 
by the bank brallches ill rural areas-and to ensure that the grievances of 
rural customers are promptly redressed particularly with reference to 
implementation of schemes for weaker sections of the society. This 
interface programme of bank official with "the rural borrowers and 
CUIlomers is expected to be'more effective and yield more positive 

rosultl. 

[Ministry of Finance, Deptt'. of B.A. (Banking Division) O.M. No. 15/1/ 
86-Coord. dt. 27.2.87]. 



CHAPTER V 

RECOMMENDATIONS/OBSERVATIONS IN RESPECT OF 
WHICH FINAL REPLIES ARE STILL AWAITED 

Recommendation (81. No.6 Para N.o. 2.41) 
" ," 

The Committee note that the Regional Rural Banks are State sponsored, 

low cost. regionally based and rural oriented. commercial banks. These 
Banks are expected to confine their lendings to small and marginal farmers, 
landless labourers, rural artisans etc. Presently the total number of 
beneficiaries sponsored by the State Bank of Jnd.ia under this scheme ,is 
15.9 lakhs with a total outstanding amount of Rs. 214.25 crores. While 
giving the break-up of these beneficiaries, category-wise, the Chairman of the 
State Bank of India ~  the Committee during evidence that only 
figures for small and marginal farmers, agricultural labourers and artisans 
were available as separate figures for landless labourers were not being 
maintained. The Committee need hardly stress that landless labourers 
constitute a very large chunk of the rural population and in the fitness of 
things separate figures should be maintained by the Regional Rural 

Banks. 

Reply of Government 

The Committee's rt'commendations have been nLted and Reserve Bank 
of India and NABARD have been requested to consider the feasibility of 
having separate break up of bank loans given to landless labourers. 

(Ministry of Finance, Depart of Economic Affairs (Banking Division) 
O.M. No. 15/ j/86.Coord. dated the 27th February, 1987.] 

"" 

Recommendation (81. No. 11, Para No. 2.57) 

The Committee note that the State Bank of India since 1976 is conduct-
ins special Entrepreneur Development Programmes with a view to ~  

first-generation entrepreneurs to setup risk ~ ventures, particularly in 
backward districts. Besides, Indian fnstiture of Management, Ahmedabad 
and Indian Institute of Technology, Delhi, etc, are also conducting such 
programmes. The Committee do not consider that the programme being 
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oooduoted by State Bal\k of India has boen very IUcoesstul in view of ttle 
facttbat only 22%:()f the 2200 entrepreneurs trained so far have set up 
iadustrial uaitsand 17% are in the the proceuo( preparation' uf Pl9jcct 
ropons. The Committee are informed 'that the proanwme is beins evaJtJaacd 

. ·b)lthe State Baak of India to find out whether it needs anymodiftc:atioD' 'Ol! 

.hoold be discontinued in view of the low response from the-·.tn1ineos to let 
up iadastriaf units after training. The Committee would like to be apprised 
. of the 1'IIwts <;If the evaluation boina done by the StatoBank of ladia...The 
Cpmmittee wouldailO like the State Bal\k of India to coordinatewitla .the 
",other orpniJatiOils conducting.8uch programmes,to findQut whother&; gi-
fted and broad based pCClgramme couJd be conducted· byeitbOr ,·of the 
organisations instead of so many organ:s:ltions conducting such programmes 

independently. 

Reply of'Government 

State Bank of ] wiia has reported that the evaluation study of EDP is 
alJIwst complete. As soon as the report is a.va.iJable, the Committee will ,be 
apprised of the findings of the evaluation study and the bank would take 

further action regarding co-ordination of such programmes with othel orgalli-
. sations/agencies. 

[MinistrY of Finance, D.!partment of Economic Affairs (Banking Divi-
sion) O.M. No. 15/1/86-Coord, dated the 27th February, 1987] 

Recommendation (81. No. 19 Para No. 2.109 to 2.111) 

The Committee are perturbed over the complex problem of disbUl'8ll1 or 
subsidy to the iRDP beneficiaries. It has been conceded by the Ministryl 
SBI that capital subsidy has Jed to tremendous misuse and has attracted many 

an unscrupulous ineligible persons to grab it. As per Secretary (Banking) 

evaluation studies on the subject carrjed out by the RBI, '.the SBI and the 

Institute of Financial Management and Research have also unequivocally 
revealed the fact of misuse of the present from of disbursal of subsidy and have 
opined that the modalities of disbursal need to be reviewed and improved. 
1bero have beeD suggestions of replacing capital subsidy by interest free 

loans but these have not found favour with the State Ministers of Rural 
Development and consensus among them is in favour of retaining the capital 

lubsidy. 

A recent study conducted by the State Bank to examine the merits ot 
lubstitutins capital subsidy with interest free loans, while conceding the facts 

of misutilisatioD and listing loopholes for corrupt practices, bas favoured its 

retention on the ground tbat it is more attractive and advantageous to the 
beneficiaries. 

The Committee arc constrained to observe that in the face or the fact 
Chat there ii lar,e scale misuse in the disbursal of subsidy and an ~ 
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field is opon (or uMcrupulous inoligiblo persons to grab it. there have been 
Icveralltudies made in regrad thereto. none of them had been institatad to 
augest changes in the modalities of disbursal so as to check the malpractices 
aad misutiljaation. Evet. the Reserve Bank. of India which is. rcspoDlibJe 
for formuJatios guidelines and keeping a watch over the implementation' of 
tho IRDP, while beiDa aware of Jarge scale misuse of the ~  subsidy. 
could DOt institute an enquiry sod devise modalities for checking the menace. 
Tho Committee desire that an expert group should be appointed L by ithe 
Rcsorve Bank to go into all the pros and cons of the issue and evolve pro-' 
cedures whereby implementation of this major programme against poveny 
is made foolproof leavina; no scope for its misuse. 

Reply of Government 

A decision has already been taken in a High Level Meeting held on 
22.12.1986 that a schene for possible substitutioD of capital subsidN by interest 
subsidy may be prepared and its advantages and disadvantages considered in-
depth in consultation with the Rura) ~  ~  and the State 
Oovomment. 

[Ministry of Finance. ~  of' Economic Affairs (Banking Devi-

vison) O.M. No. 15/1/86-Coord. dated 27th February 1997.] 

NEW DELHI: 

April 1, 1987 

ehailra 11, 1909 (S) 

CHANDRA TRIPATHt 

Chairman, 

Estimates Committee 



APPBNDIX 

(Vide Introduction) 

A.nalysis of action taken by Government on the Twenty-nillth kport 
of Elt/motes Committee (8th Lok SoMa) 

I. Total number of recommendations ... 29 

II. Recommendations which have been accel1ted by Government (81 .. Nos. 

1. 4. 5, 7, 8, 9, 10, 13, 14, IS, 16, 17, 18,20, 21. 22,  25, 26, 27 
and 28) 10 

Percentage of total...... 69% 

III. Recommendations which the Committee do not desire to pUl"oue in 
view of Government's Replies (81. Nos. 2 and 3)...... 2 

Percentage to total.. ....... 7% 

IV. Recommendations in respect of WbiCh Government s Replies have not 
been accepted by the Committee (SI. Nos. 12, 23, 24 and 29)...... 4 

Precentage to total ...... 14% 

V. Recommendations/Observations in respect or which final repliel are Itill 
awaited (SI. Nos. 6, 11 and 19)... 3 

Percmtage to total... ~ 

Gupta Priotla, Works Delhi·6 
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