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HALF AN HOUR DISCUSSION Re. LEAD 
BANK SCHEME

SHRI C. K. CHANDRAPPAN (Tellicherry): 
I  have raised this discussion on the Lead 
Banks to bring out certain aspects of their 
functioning and to seek certain remedies. We 
all know the system of lead banks has been 
instituted by the Reserve Bank following a 
study and recommendation made by Dr. 
Gadgil. Later on, the Reserve Bank set up a 
committee which recommended the institution 
of »uch a scheme. The schemc has then been 
instituted.

I t  U said that the purpose is to have an area 
ap p ro ac h  and to give credit facilities and to do  
intensive banking operation in ncglected areas, 
am ong people who were hitherto neglected, 
and in the priority sector. I  think the objec
tive o f the scheme is ideal; nobody will object 
to it. But the question is how far this scheme

has been successful and how far it could be 
successful. For example, there are certain 
peculiar problems which we shall face in 
the rural India. We have still the problem of 
money lenders. I t is still the order of the day 
in the villages. Money lenders are providing 
money for many schemes. The lead banks 
should operate in such a way that they can 
get rid of the money lenders. If  it could be 
achieved it will be a wonderful thing.

According to a review published in the 
Reserve Bank Bulletin this objetive by the 
lead banks. I  know that the lead banks is not 
something which is meant for monopoly opera
tion in the rural areas, but certain practical 
problems come in the way. We have 
traditional industries all over the country such 
as handloom, coir, cashew, goldsmiths etc. 
Poople who are engaged in these operations 
need financial assistance from the banks. Ex
perts of these banks are supposed to makes 
surveys and studies in the given areas accord
ing to the Reserve Bank bulletin. Sometimes 
these surveys are academic, sometimes they 
are scrappy and sometimes they are too sophii- 
ticated to be of any use.

I can cite certain concrete examples of how 
this affects the initiative of the people. One 
of the most important objectives of the scheme 
was to provide help to labour intensive schemes, 
to help and support them. But in Kerala 
what happened t  There was a  cooperative 
society set up by the unemployed engineers and 
technicians. I t is called ENCOS. This coopera
tive society of unemployed engineers collected 
Rs. b lakhs and they were a promised three 
times of Rs. 6 lakhs by the Kerala Govern
ment, but they could give only Rs. 6 lakhs. 
For the remaining Rs. 12 lakhs they were told 
that the State Government would stand 
guarantee and had requested the banks and 
other financial institutions to assist the scheme 
which was feasible, They are building boats, 
they are producing scooters. They are running 
t>ucii sophisticated industries, but what did tne 
Bank say? The hon. Minister knows* it very 
well. The Lead Bank which was supposed to 
lead banking operations in the area and help 
such schemes said that it could not support 
these schemes even if  the Stale Government 
guarantee. . .  .

THE M INISTER OF STATE IN THE 
M INISTRY OF FINANCE (SHRI K. R.
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GANESH) : The Lead Bank has nothing to 
do with it.

SHRI C. K. CH \NDRAPPAN r The Lead 
Bank should have helped it.

SHRI K. R. GANESH : That is not the 
object.

SHRI C. K. CHANDRAPPAN : As I 
u n d e rs ta n d  it, they could have helped such 
schemes when they are supposed to lead 
banking oparations, but they were led by the 
Central Government. When the Centre got 
convinced and the Minister agreed that the 
money should be given, the Lead Bank came 
forward and agreed to give the money.

Secondly, there is a lag between the concept 
of banking operations and the needs of the 
country today. Even the Reserve Bank Bulle
tin about Lead Bank operations says that the 
Banks are lending money in the old, tiaditional 
manner. But today the needs are different. 
More sophisticated, technologically advanced 
industries are coming up and we have to help 
those industries in such a way that ihe country 
will be benefited. These Banks which aie 
supposed to lead the activities of banking m 
the given area, have to make studies and 
survr ys.

I'h< y have pointed out two defects. One 
is that they do not have technically qualified 
people to study the problems and needs of the 
industries and that they cannot pioduce 
reports which are helpful to the opeiations of 
the industries. Secondly, there is a lack of 
trained staff. How are you going to solve this, 
becausc in such a vast counti y where the vast 
majority of the population lives in the tural 
areas, these banking operations can be effective 
only if you have trained staff. The Reserve 
Bank Bulletin admits the limitation of stafi and 
the non-availability of enough trained cadres 
and experts.

Th<v traditional industries face certain pecu
liar problems. For example, they do not run 
at a profit, but it is in the interests of the country 
to sec that they are subsidised and supported, 
that they survive, because several millions of 
people are engaged in them. The Lead Bank 
operations cannot help these industries in a big 
way because they have to account for every 
pie that they spend. We must have a re

orientation of credit policies and also of the 
approach to banking opeiations in the country. 
Only if these things are done will this opera
tion bring about certain benefits.

I t  started only two years ago. So, it will 
not be coirect to say that it has failed or 
succeeded. But within these two years the 
survey made by the Reserve Bank shows that 
it has been functioning in a defective manner, 
that it could not bring about the benefits 
visualised when the scheme was proposed. I 
would like to know how the Government is 
going to solve these problems and how the 
Lead Bank operations will be beneficial to the 
rural areas and particulaily to those schemes 
meant for creating new jobs for the educated 
people and to the traditional industries.
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SHRI K. LAKKAPPA (Tumkur) : The 
functioning of the lead banks has been invented 
after the Gadgil Committee and the Nariman 
Committee appointed in August 1969 made 
their recommendations. The very object of the 
setting up of these banks is that each bank has 
to act as a strengthening source of reconstruc
tion in the various districts. Considering the 
operation of the lead banks after nationalisa
tion, it is very bad that die weaker sections of 
the community are not getting any credit 
facilities. The question is whether the lead 
banks are functioning in  conformity with the 
object for which they have been set up, namely 
to give credit facilities to weaker sections such 
as agriculturists, artisans, unemployed gra
duates and unemployed technicians, especially 
in the rural parts of the country. I  can give 
one example. In  Tumkur district, which is a 
chronically drought-affected area, various 
institutions are charging various interests. 
There is no proper security which these weaker 
Sections, including scheduled castes and tribes, 
can provide for getting loans from the banks.

What guarantee is the Central Government or 
State Government going to give to the weaker 
sections that they would get credit facilities 
without furnishing any security ? The 
weaker sections have no security to furnish. 
Therefore, what are the arrangements made 
by the lead banks to strengthen the weaker 
sections of the society after the nationalisation 
of banks ?
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SHRI D. K. PANDA (Bhanjanagar) : It 
is stated in the reply :

‘‘With regard to the weaker and back
ward classes these lead banks will help 
financing and also they will make available 
more credits.”

Then it is said that they will also give more 
credit facilities to the agriculturists. These 
two things do not go together. During the 
last 22 years so many < iedit facilities have 
been made available, but only the nchcr 
Sections in the rural areas who go by the name 
“agriculturists” have* taken advantage of sue1! 
credit facilities. Since the lead banks have 
come into being as per the sc hem o in the year 
1969. May I  know whether there is a clear 

direction and whether there is a time-bound 
programme to help the really weaker and ba< k- 
ward classes which include the Adibasis, 
Scheduled, Caster, landless hanjans and such 
of the persons who are depending upon share* 
cropping, whether such persons are going to 
get these facilities and whether the lead 
bank is going to take the lead in practice with 
regard to these classes ? I f  so, I would appeal 
to the hon. Minister to make a statement of 
policy with a view to overcoming such con

tradictory statements.

Coming to the credit facilities to the small*o
scale industries, specially in the rural areas, as 
far as my district of Ganjam is roncernrd, it is 
very well known for bell metal and the neigh* 
bouring district o f Phulbani is well known for 
bamboo and bamboo products. But these 
small-scale industries are almost dead 
and gone. Are they going to  be revived by 
these lead banks by giving credit facilities to 

such type of small-scale industries ?

In Bhulbani district of Orissa there is abso
lutely no bank. I  put it to the hon. Minister 
what are the reasons for not having established 
even a single bank-either commercial or State 
bank?

TH E MINISTER OF STATE IN THE 
M INISTRY OF FINANCE (SHRI K. R. 
GANESH) : Mr. Chairman, Sir, I  wish to 
first clarify that there is some difference m 
understanding the purpose of the lead bank 
because what hon. Members have indicated 
in their remarks and questions is the entire 
working of the banking system, that is, about 
the credit facilities, about lack of trained staff 
and about credit not having gone to the 
priority sectors of industry but having gone to 
the affluent sections and various other matters 
which have been raised concern the working 
of the nationalised and other public sector 
banking institutions.

The purpose of the lead bank is to lot ate 
areas of growth, to find out the infra
structure necessary for the areas of growth, to 
work out details in which olht 1 banks that 
are their will start their opnational work and 
to woik out a broad outline of the credit 
requirements of various sections ; and to do 
this is to work out a machmeiy in cooperation 
with the State Government and other agencies. 
That lead bank is a bank which will coordinate 
the activities, of the oUiei commerical banks, the 
State Bank, the other public sector banks and 
also coordinate with the district authorities and 
the State Governments, so that for a district a 
clear picture of the requirement of a district, 
the social requirement of a district, the econo
mic requirements of a district and centres of 
growth are located. The question that hon. 
Member is asking is about the objectives of 
the nationalised banking sector as such.

As you know, commercial banking in our 
country, prior to nationalisation, had been 
confined to urban and metropolitan centres. 
Its clientele and work was confined to a very 
limited section of our society. I t is for the 
first time that the nationalised banks and the 
State Banks have gone into the rural areas. 
Therefore, a specialised study has got to be 
made of these rural areas as to what are their 
problems, what i* the staff requirement, in 
which areas new banks have to come, how
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unbanked areas have got to be served, what 
arc the social requirements of an area and 
how best the entire economic and social 
development in terms of credit could be 
worked out and channelised by the combined 
resources of all the banks. That is the object 
of lead banks.

SHRI D. K. PANDA : The hon. Minister 
will see that It only says that these lead banks 
will invoke the cooperation of other banks. It 
is not their function to coordinate or control 
other banks.

SHRI K. R. GANESH : Either you are 
not understanding me or I am not in a position 
to make you understand. I am trying to say 
that the object of the lead banks is to locate 
the needs of a district. In locating and work
ing out the needs of a district a specialised 
study has got to be made. In  a district there 
is not only the lead bank but there arc other 
nationalised banks also. Therefore, for the 
benefit of all the banks that are thcie, for 
working out survey reports, firstly, to locate 
where branches have got to be opened and, 
as a next step, to work out the economic and 
social requirements oi that district, the lead 
banks arc there.

SHRI M, C. DAGA : What is the achieve
ment of the scheme ?

SHRI K. LAK KAPPA : The targets have 
not been achieved in various districts.

18 hrs.

SHRI K. R. GANESH : The objcct of a 
lead bank is to locate the requirement of a 
district, to make a specialised study of the 
economic, social and credit requirements of 
the district and, in cooperation with the other 
banks that might be there in the district and 
other agencies, to work it out. Since this is a 
little technical, I  am once again referring to 
it. Various banks have been given various 
districts in the country to identify these pro
blems and to work out surveys and to enter 
into cooperation with other banks and district 
agencies to bring about a  revival of credit 
needs and other social and economic require
ment* of a  district. O ut of the 300 and odd 
districts that have been a  allotted to the Lead 
Bank, survey of 160 districts has already 
been completed and fifty more surveys are

expected. These surveys are expert studies as 
a Reserve Bank bulletin itself says, and the 
Finance Minister said a number of times on 
the floor of Parliament that some of these 
surveys are good suryeys, many of them are 
surveys which require much more work, these 
are surveys which require much more intensive 
work and there arc divisions in the Banking 
Department finding out their deficiencies, 
these surveys need not be only academic sur
veys, these need not be only collection of statis
tics and data which have been got from the 
State Government and tabulated there. These 
surveys must indicate and there must be an 
analysis of the requirements of a district and 
of the requirements of the credit needs of the 
district and how these credit needs and the 
economic revival of the district could be met 
in co-operation with the banks.

The fact remains that out of 300 surveys, 
160 have already come and about 50 are ex
pected. For this purpose, the Reserve Bank 
has convened regional meetings at Madras, 
Calcutta, Patna, Bhopal and at district level 
also regional meetings have been conducted. 
The number of bank offices in the relatively 
unbanked States like Assam, Bihar, Orissa, 
Madhya Pradesh and U ttar Pradesh have 
registered a signilicant increase. In  Assam and 
Meghalaya it has increased from 80 at the end 
of June I9b9 to 134 at the end of March. In  
Bihar it has increased from 27.'i to 416, in 
Orissa from 100 to 170 and in U ttar Pradesh 
from 747 to I07i and in MP it has increased 
from 343 to 541. Particular mention may be 
made of a few districts where the banking 
coverage has substantially increased. In the 
Saharsa district of Bihar (Intrruptions) the 
number of bank branches has increased from 
only 5 in June 1969 to 16 now. The popula
tion served per bank office has come down 
from 3.98 lakhs to 1.5 lakhs now. Similarly, 
in Bastar in Madhya Pradesh, the number of 
bank oiliccs has increased from 5 in June 69 
to 9 now. The population coverage has come 
down from 3.41 lakhs to 1.47 lakhs. In  t some 
of the distticts of Orissa the population cover
age at the time of nationalisation was 5.4 lakhs. 
This lias come down to 2.5 lakhs. The num
ber of districts without any bank office has 
come down from 13 to 3 and a plan has been 
drawn for opening branch offices in these re
maining districts as well. These are some of 
the results of the new policy of the nationalised
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banks, and as a result of the work done by the 
lead bank and as a result of the survey done 
by the lead bank, greater coverage as far as 
banking facilities are concerned is being given 
to the rural areas.

To fulfil the task and to completely satisfy 
the objectives for which the lead bank has 
been constituted, it would be necessary for the 
establishment of a machinery for the purpose* 
of co-ordination under the auspices of the lead 
bank. This would be feasible when the lead 
bank has developed the necessary organisation
al framework in the districts and an adequate 
number of branches for its developmental role 
and for its effective functioning as the leader.

As you know, Sir, the Finance Minister 
himself it taking interest in going into rela
tively unbanked and backward areas. Recent
ly, he has visited Varanasi, Ghazipur and 
Azamgarh in UP and will be paying a visit in 
a  few day* to other places. (Interruptions) like 
Surat, Jaipur, Madras and Patna. The dis
tricts covered so far are Mirzapur and Sitapur 
in UP, Monghyr, Patna, Darbhanga, Muzaffar- 
pur and Champaran in Bihar. As far as Pali 
District which the hon Member mentioned is 
concerned, it is also one of the districts in 
which lead bank survey will be conducted.

SHRI D. K. PANDA : Phulbani in Orissa 
has not got any bank. The Ganjam and Phul
bani adivasis arc not given anything.

SHRI K. R . GANESH : I think that is 
also there ; I cannot immediately tell you ; I 
will have to look into it. There is wide < over
age. There are more than 355 districts or so, 
which have been located and there is no reason 
to leave any district.

There are some specific questions which 
hon. Members have raised and I am trying to 
indicate the objective of the Lead Bank Sur
vey,

One or the hon. Members raised the ques
tion of the training of staff. This is a very 
major question which the banks are having. 
They are trying to solve this problem of bring
ing about training of the staff so that the staff 
that go to rural areas may be imbued with the 
objectives of bank nationalisation, who can

enter into meaningful discussion and meaning
ful work with involvement of the people.

The hon. Member, Shri Daga, raised a 
number of questions. He has asked about P*li 
district. It is one of the districts in which 
Lead Bank Survey will be conducted. The 
other question he has raised relates to loan not 
being given to poorer sections o f society, loan 
being given to the affluent section in the agri
cultural sector and all that. He said, there is 
no contact with the Zilla Pariihad, banks 
are not opened in areas in which there are no 
roads, etc. Sir, these are all general questions 
The question whether credit is given to the 
vulnerable section and the priority section or 
not is not connected with the Lead Bank I t 
has been stated on the floor of the House that 
the objective of Bank Nationalisation is to give 
credit to the poorer sections of society. If has 
also been stated on the floor of the House that 
Agriculture which had 3 per rent of credit 
now gets 12 to 15 per cent of credit and the 
priority sectors, not over 25 to 30 per cent. 
This has been stated already on the floor of 
the House.

Therefore, what I am trying to say is that 
these factors are not connected with the Lead 
Bank Scheme for which this short discussion 
has been raised by the hon. Member.

The same thing may be said about corrup
tion. Shri Lakkappa raised a question and 
referred to credit to the weaker sections of 
society.

Sir, once again I may mention here that 
it is the objective of Bank Nationalisation 
to bring as much credit as i t  is possible to the 
weaker sections of our society. T hat is the 
prime objective which the Banking Depart
ment, all the Banks and the Ministry arc try
ing to achieve, to see that greater and greater 
credit is channelised, through the Banking 
sector.

I would like to say one thing more. (Iterrup- 
turn) Having put me all questions, you must 
also bear with my harangues.

Sir, this is a very large question. The 
question of banking facilities and the orienta
tion of this policy in the largest area of agri
cultural sector is certainly a  very large ques
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tion. We are certainly conscious of the de
mands that are there. Wc are equally cons- 
cious that much more has got to be done. We 
are also conscious of the phenomenal and 
colossal problem ul credit requirements of 
these districts, but we are determined—with 
all the available resources at our disposal—to

see that the objective of Bank Nationalisation 
is completely fulfilled.

18.09 hr*

The Lok Sabha then adjourned till Eleven of 
the clock on Tuesday, August ?, WllSravana 12, 
1893 (Saka)
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