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INTRODUCTION 

. I, the Chairman, E:stimates Committee, having been 'authorised 
by the Committee to submit the Report on their behalf, present this 
Sixty-Second Report on the Ministry of Finance (Department of 
Banking)-Extension of crectit facilities to weaker sections of society 
and for development of backward areas. 

2. The Committee took evidence of the representatives of the 
Ministry of Finance (Department of Banking) on the 14th, 15th and 
16th January, 1974. The Committee wish to express their thanks 
to the Officers of the Ministry for placing before them the material 
and information which they desired in connection with the exami-
nation of the subject and for giving evidence before the Committee. 

3. The Committee also wish to express their thanks to the Presi-
clent and other representatives of the Federation of Associations ot 
Small Industries of India, Federation of Indian Chambers of Com-
merce and Industry and Dr. Bhabatosh Datta, former Member, 
Banking Commi'Ssion for furnishing Memoranda to the Committee 
and also for giving evidence anct making valuable suggestions. 

4. The Committee also wish to express their thanks to all the 
Associations and individuals who fUrnished memoranda on the sub-
ject to the Committee. 

5. The Report was considered and acfopted by the Cbmmittee on 
the 16th April, 1974. 

6. A summary of recommendationslconclusions contained in the 
.Report is appended (AppenrUx V). 

7. A statement showing the analysis of recommendationslconc1u-
sions contained in the R~port is also appentted to the Report 
(Appendix VI). 

NEW DELHI; 
April 23, 1974. 

Vaisakha 3, 1896 (5). 

(v) 

R. K. SINHA, 
Chairman, 

E.timates Committee. 



CHAPTER I 
INTRODUCTORY 

A. Historical 

"~ . 

1.1. The banking system in any country touches the lives 01 
millions. of people anc\ has an important role to play in its rapid 
economic development and achievement of socio-economic goals. In 
India, the first attempt to bring the working of commercial banks 
in accord with the national policies and objectives was made in 1955 
when the Imperial Bank of India was nationalised· and converted 
into the State Bank of Inc\la with a view to 'extension of banking 
'facilities on a large scale, more particularly in the rural and semi-
urban areas and for diverse other purposes'. Prior to that, the Re-
serve Bank of India was acting as banker to the Government, 
bankers' bank and as the inspector of the banking system since 
1934". 

l.2. In the decade and a half following 1955, the other commer-
-cia1 banks expanded consic\erably along with the growth of the 
economy. However, their response to the multifarious et:onomic 
needs of the community was somewhat slow, fitful and halting. 
While well-to-do and well-known customers were sought for eager-
ly, new unknown 90rrowers were often shunned. Many sectors of 
~conomic activity, though conducive to the production of goods anel 
'services useful to the community, were regarded as being out of 
bounds for the bank'S. Large areas of the country were either un-
banked or sparsely banked. Banking remained the privilege of a 
very small proportion of the community and millionS' of people, 
eager in search of work and capable of undertaking viable and pro-
ductive endeavours, had no access at all to the funds of the banking 
system. They hsd access only to indigenous money-lenders whose 
interest charges were unconscionably high. 

1.3. Need was, therefore, felt for bringing about a re--orientation 
'in the working of the banking syatem and a Scheme of Social Con-
ii'ol over banks was introducedt by Government in 1968 with a 
-view to distributing the resources of the banking system 'equitably 
and purposefully in conformity with the development requirements 

• Vide State Bent of India Act. 19$5 • 

•• Vitk Re.erve Bank of India Act, 19).4 and Bankinl Rep&1atioo Acr, 1968. 
tuAder tile BankiJaaLa" .. (Arndt.) AJ;t. 1s;68. 
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so that the priority sectOI'S receive their due share and particular 
clients or groups of clients are not favoured in the distribution of 
credit'. , The Scheme was triM'fO'r sobtetime out the progress conti-
nued to be slow and hal~g. 

1.4. With a view to enSW'irtg th~t the banks were 'inspired by a 
larger social purpoSe and subserve . national priorities and objec-
tives-such as rapid growth in agriculture, sma11 industries and .ex-
ports, raising of employment levels, encouragement of new entre-
preneurs anrt! the development of 'backward areas'-Government 
soon found it necessary to take a direct responsibility for the ex-
tension, diversiftcation and working of a'substantial part of the 
banking system. Accordingly, the following 14 major Indian sche-: 
duled banks, with deposits of Rs. 50 era res or more, were nationa-
lised w.e.f. 19th July, 1969·:-

1. Central Bank of Inma, Bombay. 

2. Bank of India, Bombay. 

3. Punjab National Ba.nk, New Delhi. 

4. Bank of Baroda, Bombay. 

5. United Commercial Bank, Calcutta. 

6. Cl;Jllara Bank, Bangalore. 

7. United Bank of India, Calcutta. 

8. Dena Bank, Bombay. 
, . 

9. Syndicate Bank, Manipal (South India). 
\ ~ , 

10. lIrlion BankQflnciia, Bombay., 

11. Allahabad Bank,' Calcutta. 

12. Indian Bank, Mat\ras. 

13. Bank of Maharas-ht.ra, Poona. 

14. Indian Overseas Bank.' Madras. -.-.. _-----------
.Vid. iJanltingCOtnpanlea (Acquhltlon ~ Tunsfer ot Undertaking.) Orf':inancr c!ated 

19th July 1969, Vthich Was subsequently replaced by the Banking Companies (Acquisilion 
anti Tr~fet oYUtr('l'eTt1lkt"op) Act,~. Thi1 Act was declared void by the Supreme 
Court on loth February, 1970. Thereupon the- Government promulga~d the Banlciflg 
C'>mpani~ (Acquisition and Transfer of Undertakings) Ordinance dated J4th Febl'uarv, 
1970 which Was aubtequntly replaced by the BlDldq Companiea (AcquBition ancl. Transf(r 
of Undertakings) Act, 1970, provid!na inter-alia ~or the acquisition of die baJU;s W.e.f. 
19th July 1969 i.e. the date on Which they WC1'e mitially at:qllited. ' , 
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1.5. As on 18th July, 1969, the above 14 banks had deposits aggre. 
"ating Rs. 2626 crores· accounting for 56 per cent of the total depo-
sits of the banking system in the cOUl\try and 4168 offices compris-
ing about 50 per cent of the total number of bank offices. The state 
Bank of India and its seven subsidiaries (viz. State Bank of Bikaner 
anrt Jaipur and the State Banks of Hyderabad, Mysore,. Patiala, 
Saurashtra, Indore and Travancore) which were already in the 
public sector, accounted for about 27 per cent of the total deposits 
and nearly 30 per cent of bank offices. With the acquisition of the 
undertakings of 14 major Indian banks, the public sector in bankJng' 
accounted for 83 per cent of the total deposits· and: over 80 per cent 
of the number of bank branches in the country. Thus:the pubHc 
sector came to control the commanding heights of the banking sys-
tem in order to 'meet progressively, snd serve better the needs of 
developme~t of the economy in conformity with national policy and 
objectives'. 

B. Aims and Objectives 

1.6. The nationalised banks were requiren: to shoulder many 
social responsibilities. Their aims and objectives, as broadly indi-
cated in various Government pronouncementst and the Annual 
Reports of the Ministry of Finance, areas follows:-

(i) Mobilise deposits on a massive scale throughout the coun-
try and not in cities and large towns only. 

(ii) Accelerate lending to proo.uctiveendeavour of diverse 
kinds irr.e3pective of size. and social status of the borrower 
particularly i,n the hitherto neglected sectors su~h as agri-
culture, small industry and exports and promote rapid 
growth thereof. 

'(iii) Sustain and genet8te gainful employment in the direct 
ami indirect manner om a much Iarger scale" than befOTe. 

(iv) Secure a more equitable distribution of credit throughout 
the country by having a balanced programme of branch· 
expansion, particularly in States and areas which had 
lagged behind or wereunbanJtedluaderbanked. 

, -At at end 01 December. 1968, the I!.i~.up ~taJ ot these banks W8f ~. 28'! crorts 
i.e. just • little ova one per cent ot thear ,neposul • 

• -Thirteen foreign b.nks which baa 129. brtlalhc8 in thc. counU)I . .bul had ~heir H~act 
Offices abroa,1 and ne.rly So In~ian banks Which Were left out 01 the scope of natJOflalsalJOl'. 
had ~twecn them about 17% ot the deposita. 

tPrim:: Minister's broalcast t'o the nati~ on J9-7-J969; speech in ~ ~abha on 
29-7-1969; speech in Raiya Sabha on 7-8-1969 and Annual Rcport of the MID181ry ot Pin-
n.nec for 1969-70, pp. 93-94· 
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(v) Encourage new entrepreneurs anc\ contribute to the deve-
lopment and growth of all backward areas. 

(vi) Serve as active catalysts in viable development in as 
many sectors of the economy as possible. 

(vii) Provide improved and extended service to the general 
public. 

For the speedy achievement of these objectives, it was contemplated 
1;0 bring about "a number of changes in the banks' attituc\es and 
methods of work eg. re-orientation of the concept of 'security' for 
-loans; paying special attention to growth potential and develop-
mental needs of the local areas where branches are situated; taking 
better care of the reqUirements of under-developed areas and back-
ward sections of the population; working in unison with rtevelop-
mental and tenn--financing agencies; reachIng mutual understanding 
with State Governments; ensuring that large borrowers do not have 

'to be lent more money than is actually required for productive use; 
and refusal of credit for- unsocial or unproductive purposes". It also 
callec\ for continuous efforts towards giving of a professional bent 
-to bank management and provision of adequate training on a com-_ 
mon basis as well as reasonable terms of service for bank staff. 

1.7. The <l>mmittee enquired as to whether the above changes 
were spelt out in specific terms and to what extent have the afore-
-said objectives been realised. They were informed during evidence 
that "Immediately after -nationalisation, the Government rtid not 
want to go out in a big way for the reason that the whole question 
was before the Supreme Court. In the meantime, the Reserve Bank 
did provide guidance to the banks which was more or less a conti-
-nuation of what the banks had already started doing. After the in-
-terim period was over, the Finance Minister calleff a meeting of the 
Custodians of the different public sector banks in July, 1970 and 
thereafter a number of letters have been issued, instructions· have 
been given, meetings have been convened". 

1.8. As regards the achievement of the objectives, the Secretary 
of the Department stated that "since nationalisation, there has been 

*Certaln Committees were set up by Government/R.B.1. on various aspects such as 
-Thakkar Committee to work out credit schemes for self-employed; a Committte to sort 
out ruarantee apinat smalllo&nl; Hazare Committee on differential interest rates; Talwar 

..committee on State Enactments, etc. 

In.~truction.'/Guidelines were iSlued by the R. B. I. in respect of financing of 'Il'iculture 
.on 16-u-1970; Credit Guarantee Scheme on 1-3-1971; Credit Schem...., for self-employed 
,-on 19-3-1971"; etc. 
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~ tremendous tempo of expansion in the banking system. The num-
ber of banks offices in 1969 was 8,321 and to<lay the number is 16,503. 
The deposits have risen from Rs. 4,669 crores in 1969 to about 
Rs. 9,952 crores today. The provision of credit for the agricultural 
.sector and for the weaker sections has advanced from year to year 
in a very significant manner. In 1969, the numbe-!" of borrowal 
accounts was only 2.6 lakhs throughout the country whereas today 
it is approximately 20 lakhs. The percentage of credit given to 
priority sectors which was hardly 14.9 per cent has reachect 24.3 per 
.cent". 

1.9. The Committee note tliat for more than a year after nation-
alisation, no concrete steps were taken by Government in implemen-
tation of the new role and objectives of the natioDlllised banks on the 
plea that the matter was before the Supreme Court. The first guide-
line,> on financing of alriculture were issued in December, 1970. In 
1he opinion of the Committee, this crucial period could have been 
utilised by Govemment to work out the various schemes and to is-
sue necessary guidelines to the banks so as to enjoin on them the 
speedy achievement of objectives of nationalisation in an effective 
manner from the very heginning. In any case, Government could 
have taken recourse to the Scheme of Social' Control over banks for 
the purpose of issuing necessary instructions earlier. 

1.10. The Committee al&O note that while the progress, made by 
public sector Itanks after nationalisation in areas like deposit mob-
ilisation and branch expansion, has been somewhat satisfactory, in 
other important and vital area,..like lendinr to weaker or priority 
sectors, particularly a(riculture; removal of regional disparities in 
banking, development of backward areas, provision of improved ser-
vice to the public-which were the main objectives of nationaUsadon, 
the pr.ogress has been slow and has rather fallen much short of re-
quirements and public expectation. These matters as well as other 
inadequacies noticed in the achievement of their objectives by the 
·aationalised banks, are dealt with in the Chapters that follow. 



CHAPTER II 

GROWTH OF DEPOSITS AND CREDIT EXTENSION TO' 
WEAKER SECTORS 

A. Growth of Deposits 

2.1. As indicated earlier, one of the tasks set for the nationalised 
banks was to mobilise deposits on a massive scale not in cities an.d 
large towns only but also in rural areas. The Committee unde~ 
8tand that for attracting deposits, the banks had devised' a large 
'VarietY of sche~es ·to suit for the requirements 'of diverse types of 
depdSitots-4ike schemes to cater to needs of daily. wage earners, 
annuity deposit scheme, house building deposit scheme, retir~ 
menf plan accourtt, monthly interest scheme, Prize bonds scheme •. 
etc. 

'-"' .. , 
(,.2;2. Table below shows the .'t~~l .dePO~i~8 mobilised by public 
.i~&etor banks ..sin~ nationalisaJ,mnil_, ....... __ ...... _, .. 
'-... .. Rs. in crOTt:S. 

-- .- ---------

Year 

, I'~ ~ 

Public Sector Banks All Scheduled Com-
mercial Banks 

TQt.il .P,~rcent- • . TOlal. Percent-
De'pi:lsifs akt increase 'Deposits' age mcrcast 

, ," .1,'" i,;i. 

---:-----:----" --~-~--~-. -, ~-~--~;"""""...,..-.. -.--. 
June, 1969-

June, 19,-0 

Jun~, i9'71 

Ju,ae, I~7;;z 
J1Ule, 1973 

December, 1'973 . 

," 

0", 

~ .. 

!S81I"':" 
".~ 

" 5212 

}t:. 64Qo 

';'7570 

8354 
.. 

4646 
!1\13 . ~275 13'5 

17'8 6216 I7·g 
" 
~.~ , .7596 32-2 

18'3 .. , 9049 19'1 
' (,( ,-

10,000 

It will be seen that the total deposits of public sector banks rose 
from Rs. 3871 crores in June, 1969 to Rs. 8354 crores in December~ 
1973 registering an increase of Rs. 4483 crores in four and half years 
i.e. Rs. 996 crores per year on an average. The annual growth 
rate has shown a declining trend after June, 1972. 

2.3. The. Committee enquired as to how far the above increase 
in deposits fulfilled the objective and whether any overall or banlo-

6 
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wille . targets were set. The Secretary of 'the Departrhent stated 
.during evidence that "There, has been a phenomenal increase' in de-
posits with the public seetor banks as· also the commercial banks. 
'There are no targets". It: was also stated that for the Fifth Five 
Year Plan the Resources Working Group of the Planning Commission 
had made projections for additional resources of the order of Rs. 
10,560* crores from the banking system as a whole, with public seo-
tor banks accounting for 85 p~r cent. iThe~estimates were stated 
to have been based on the assumption that the prices did not show 
. .any abnormal rise during the Plan period. 

Thus the public sector banks are expected to mobilise deposits 
of the order of Rs. 9000 crores during the Fifth Plan.period-i.e. Rs. 
1800 crores per year on an average. 

2.4. The Committee appreciate that the deposits of the public see-
tor banks have risen f.t:om Rs. 3871 crores in June, 1869 to &S. 8354 
crOres in December, 1973. i.e. an increase of, &. 4483 crores in four 
and half years which works out to about Rs. 996 crores per year on 
an average. The Cemmitta. however Dote that tile iBer:eMe iD dep-
osits of other scheduled commercial banks baa· alto beeD ~e what 
,gf the same order. 

2.5. The Committee understand. tbat no overall or bank-wise 
targets had been laid down for mobilisation of deposits by banks in 
pultlic sector during the Fourth Plan period. In the Fifth Plan, an 
overall projection of additional resource mobilisation of Rs .. 10,560 
crores has been made for the banking system as a whole, out of 
which the share of banks in the public sector is of the ol'dor of Rs. 
'9000 crores which works out to mebiliSation of addlt'ional deposits 
at the rate of Rs. 1800 crores per year. The Committee need hardly 

'stress that if this ambitious target which practieally implies doubling 
,of additional deposit mobilisation achieved during t'he Feurth Plan 
period, is to be realised, a far more systematic and intensive drive 
'Would have to be made. 

2.6. The Committee recommend that Government/banks should 
'have an annual plan for additional deposit mobilisation which should 
in turn be broken into targets for the region and branehes as may 

. 'be practicable and suitably reflected in the performance budgets 
whie·it are now to be prepared by the banks. The Committee stres!!! 

·Accordinl; to the Draft Fifth Plan, additicmal resour~ from commercial banks are 
898[ crOfeS vide p. 64 of Plan, Vol. I. 
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that the actual propess made in rahilll additional resourees shouhl' 
be eriticaU), exBJaiDed. ia the litht of achievemeats 10 as to roll for-
ward the tarlet where possible aad to take remedial measures 
where aeeft88l'J, to see that the tarlets laid down are realised. 

B. CREDIT EXTENSION TO WEAKER 
SECTIONS OF SOCIETY 

2.7. The extension of credit to weaker sections of society is the 
prime objective of the nationalised banks and on its effective 
achievement depends the success of the nationalisation. 

(a) Assessmeat of Credit requirement/Gap. 

2.8.·As indicated earlier, one of the basic objectives of bank nation-
alisation was to eliminate the dependence of weaker sections of 
society on 'the local money-lenders' whose interest charges were un-
conscionably high. Asked to what extent the requirements of far-
mers and other weaker sections were being met by banks now and 
how. far they still depended on money--Ienders, the representative 
of the Department stated during evidence that "we are not in a 
position to give you perfect statistical information on the subject-
There was a Committee appointed under the Chairmanship of a 
former Deputy Chairman of the Planning Commission to look into 
what are the credit gaps in the different sectors-they (Gadgil Com-
mittee Report, October, 1969) tried to indicate on certain assump-
tions-their answer was that taking the year 1967-68, the total credit 
requirements of agriculture were something like Rs. 1460 crores and 
as against that, institutions were providing roughly 38.6 per cent" . 

. The All India Rural Credit Review Committee appointed- by the' 
Reserve Bank of India in their Report (December, 1969) had also 
estimated the requirements for agricultural credit. On that basis, it 
was projected in the Fourth Plan that short-term requirements 
would be Rs. 2000 crores by the last year of the plan 'i.e. 1973-74, out 
of which Rs. 750 crores (i.e. 38 per cent) would be met by Coopera-
tive banks. The medium and long term requirements were placed 
at Rs. 2000 crores for the Plan period as a whole, out of which Rs. 
700 crores (35 per cent) was expected to be met by the Land Deve-
10pment;Mortgage Banks. For the Fifth Five Year Plan, short term· 
agricultural crecUt requirements had been projected at Rs. 3000· 
crores by the last year of the Plan, out of which cooperative and 
commercial banks were expecteo. to meet Rs. 1700 crores (i.e. 56 per 
cent). ~dium and long term credit requirements were placed_ 
at Rs. 2400 crores for the whole Plan period out of which Rs. 575 
crores were expected to be met by commercial banks and Rs. 182S: 
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crores by Co-operative Banks. The Fifth Plan estimates were' 
stated to be based on the assumption that there would be no signi-
ficant price rise in the Plan period 

2.9. When pointed out that the above studies were made before 
nationalisation and the estimates also appeared to be conservative 
and that they should themselves make the study through bank 
branches all over the country on the basis of applications pending 
or rejected for want of money, etc., the Secretary of the De-parb-
ment stated that "we will try to do it in the course of this year". 
It was also admitted that "otherwise, whatever projections we are 
making, may not be meaningful, the targets have to be related to· 
the requirements. We appreciate the fact that a study will have' 
to be made. We shall initiate the necessary steps so that a study 
may be made by all the proper agencies". 

2.10. In regard to small scale industries, it was stated that on 
the basis of "certain assumptions which are more in the nature m: 
guess work-the banks are meeting 60 to 65 per cent of the require-
me~ts of this sector-The difficulty would, of course, be overcome 
when the census which is now being undertaken on a massive scale' 
for ~11 small scale industries will be completed in about two years' 
time." Asked if that census covered the financial aspects also and 
whether they had seen the proforma, it was stated "It covers that 
also. They are still preparing the pr9forma. The Ministry of In-
dustrial Development through ,the State· Government agencies,. 
have started this investigation from 1st December." 

2.11. As regards assessment of credit requirements in profes-
sional and· self-employed sector and other sectors. It was stated 
that-"There is no estimate of the total credit needs-it has not 
been attempted either by the Department or by ear~ier authorities. 
This is a much bigger task-a problem of the planners, statistical 
institutions". When asked whether any credit gaps were estimated' 
by the Gadgil Committee In theSe sectors, it was stated that "while 
it was possible to have a particular estimate of the credit require-
ments of agriculture and small scale industries, it was not possible' 
in respect of other weaker sections. According to that Report we' 
should go on a collective approach. In other words, we wUJ take 
each branch wherever it is and have an estimate of credit gaps 
within an area of 10-15 Kms. within the branch fUnctioning and' 
try to improve all the credit needs of the branches". 

2.12. The Committee are surprised to note that though tbe baJtks,. 
were nationalised mainly to provide tbe credit needs of tbe weaker 
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sections of society and to save them from exploitation hy the money-
lenders, no study appears to have been made after bank nationali-
sation to asse,s broadly the total cl'edit requirements of these sec- ).:) ~ 
tors, the extent to which the same could be ·met b:r the banks and 
the remaining unfilled gaps. In the opinion of the 'Committee such 
an assessment was an essential pre-requisite for planning credit ex-
tension to these sectors. 

2.13. The Committee also note that before nationalisation some 
estimates of credit requirements/gaps 'were made by the Gadgil 
Committee and the All India Rural Credit Survey Committee in re-
gard to two sectors only i.e., agriculture and small scale industries, 
on the basis of which Fourth Plan projections were made, but these 
are stated to be "in the nature of rough guess". The same is the 
case regarding Fifth Plan e!'ltimates which in addition are based on 
the assumption that there would he no price rise during the plan 
period. As regards the small scale industries, the Department has 
assumed that the census which is being undertaken by the Ministry 
of Industrial' Development would cover the assessment of credif 
requirements also. The Committee are surprised that credit' exten-
sion programmes by banks for priority sectors have been mainly 
based on assumption!ll or "rough guess" of requirements. 

2.13, The Committee recommend that the Department should im- , 
mediately have the necessary studies undertaken to a,sse! ... ! the credit 
gPps in agriculture and other priority sectors through bank branches " 
or other appropriate agencies and thereafter prepare an integrated 
plan of action by setting short-term and long term targets related to, 
requirements so as to gradually achieve the objective of meeting 
suhstantially the requirements of these sectors, by a time bound pro-
gramme. 

(b) Definition of Weaker. Sections 

2.15. The Committee were informed bv the Ministry that the sub-
ject of extension of credit facilities to the weaker sections had been 
crystalised as extension of credit facilities to th&i priority sectors 
which comprised agriculture, small scale industry, road and water 
transport operators, professionals and self-employed persons anell 
education. 

2.16. The Committee enql.lired about the ba:sis for treating 'prio-
rity sectors' as weaker sections, reasons for excluding exports there-
from and' whether any review thereof had been made. The repre-

.. 
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sentative of the Department stated during evidence that there were 
four considerations Which led them to concentrate attention on' these 
;sectors: 

"These are the sectors which are extremely important from 
the point of view of production and employment ....... . 
in which the weaker sections of the community will be 
found predominantly .... are the most important means 
of livelihood in most of the backward regions of the 
country .... in the past had never attracted the attention 
of the banks. These were the four considerations why 
we concentrated our attention on these sectors, namely, 
agriculture, village and small scale industries, handicraft, 
small trades, road and water transport and things like 
that. In this we also included small scale industries 
which are no'Y not as much neglected by the banks as 
they were, but from the point of view of increase in pro-
ducti'on, promoting an egalitarian society, we found that 
this is also important, and that is why we put all of them 
under priority sectors." 

As regards exports, it was stated that "Exports is also a priority 
'Sector ........ But for the purpose of concentrating our attention on 
the sectors which had been completely neglected by the banking 
system, we have been putting more emphasis on agriculture and 
these various sectors ...... ' .we do take care' of exports". 

2.17. In regard to the review of the list of priority sectors, the 
representative stated that--

"This list has not been changed. Lt is only for three or four 
years that the list has been in existence. Actually for 
the first time the words 'priodty sectors' were used in the 
context of social control." 

When suggested that it might be useful to review it every year in 
~rder to find out if anything was left out and include the same. he 
.said "It.is too short a period". The Secretary of the Department 
added that "The main thing is that if something is left out it should 
be given priority ............ It may be, as you say, that some .re-
view of the situation may be needed." It was also amplified that 
4'There is nothing sacrosanct about the relative priorities, but de-
pending upon the context of the economy, we do try shift the em-

, phasis from time to time to cover particularly the entire weaker 
:SeCtions of the society." 
441 LS-2. 
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2.18 .. In regard to. the small scale industries the representativ~ 
the Federation of Assodations of Small Industries of India had stat-
ed during their evidence before the Committee that there were tiny 
units among small industries i.e. those having capital investment 
upto Rs. 1 lakh and that small units having investment upto Rs. 3 
lakhs could, be regarded as weaker sectioll,S. Explaining this, the 
representative of the Department stated that "We are following the 
same definition as has been followed by the Industrial Development 
Ministry, naIMly that the capital assets should be of the order of 
Rs. 7.S lakhs- and below .......... amongst small scale indus tries 
there are various categories such as tiny, medium and so on .. ' " ... 
We are impressing upon banks tGl give them greater attention. Re-
defining small scale industries I;Il1d within them having special groups 
like tiny units and so on is a slightly larger issue." 

2.19. The Committee note that the weaker sec~ions of society 
have not been defined as such so far and that the main approach for 
the purpose of blJDk cre.dit has :t;Jeen that the sectors which had re-
mained neglected by the banking system should receive priority 
treatment. They also note that the list of these priority sectors has 
remained the same since the introduction of Social Control over 
banks in 1968 and there has been no review thereof, except some 
shift in emphasis as between the sectors in the context of the pre-
vailing economic conditions. 

2.20. While under the present list of priority sectors an exhaus-
tive coverage of the weaker sections of society has been included, 
it has not heen ensured that the benefit of the schemes reaches the 
really weaker sections of society for whom it if manto With this 
end in view, the Committee recommend that a review of the list of 
priority sectors and the coverage thereof should immediately be 
undertaken for identifying the weaker sections of society as also the 
really weak among them and arrangements made to cover .them 
under these schemes. Thereafter, such a review should be under-
taken well before the conclusion of Plan period so that the policy 
for next Plan' period can be modified iri the light of experience 
gathered. 

(c) Progress of credit to Priority Sectors 

(i) Decline in Growth Rate 

2.21. After keeping a certain minimum level of cash at their 
branches and with the Reserve Bank under liquidity requirements, 
the banks deploy the remaining resources for investment in, Gov-
ernment and other approved securities and for extending credit to 
different sectors of the economy which is called the bank credit. 
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2.22. Table below shows the overall progress of credit given by 
public sector banks to the various sectors since nationalisatlon:-

(Rs. in cram) 

funo, 69 June, 70 June 71 June 72 -June 73. 

1. 'rota] Cfedit (lti '% aae to 3017 3S78 4080 4620 5337 
Deposits) (78) (80) , (78) , (72) (70) 

2. Credit Jiven to l~e &medi-
urn industries, ole \Bk 
trade & for food procure-
ment & exports. aS76 2869 3173 3S61 403z 

I ,I (Its Percentaae to tota credit), (85'14) (78' 7) (78) (F' l ) (75'7) 

3. Credit iiven to priority sec-
1295 tors (excJudina exports) 441 769 907 10S9 

(Its Percentage to total credit) (14'9) (21' 3) (22) (22' 9) (24' 3) 

It will be seen that the total available credit which w,;as 78 per 
cent of deposits in June, 1969 rose to 80 per cent in June, 1970 but 
thereafter there was a dedine land it stood at 70 per cent in June, 
1973-thus indicating an increasing trend towards investment:'1n • 
Government securiti~, 'etc. after June, 1970. 

The credit to· large and medium industries and other large bor-
rowers which declined from 85.4 per cent of total credit in J'!De, 
1969 to 78.7 per cent in June., 1970, further declined by 3 per cent 
only in the next three years and stood 81t 75.7 per cent in June, 1973. 

2.23. The credit to priority sectors which was '14.9 per cent of total 
credit in June, 1969 rose to 21.3 per cent in June, 1970 but in next 
3 years the rise had been 3 per cent only being at 24.3 per cent in 
June, 1973. The same declining trend in growth rate is discernible 
after June, 1970 under each of the priority sectors as would be ap-
parent from the following statement:-
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1. 
2.24. Thus it would appear that while in tIte first year June, 1969 

to June, 1970 the total advances to priority sectors increased from 
Rs. 441 crores to 769 croreg (rise of 74 per cet:lt) , the annual rate of 
growth was only 17 per cent to 22 per cent in the following three 
years. Sector-wise tne decline in annual rate of gro~h in extend-
ing credits has been as follows:- ' 

(i) Agriculture: Percentage rise in direct advances came 
down from 300 per cent in June, 1970 to 28 per cent in 
June, 1973 and of indirect advances from 16 pel! cent to 
9 per cent. 

(ti) Small Scale Industry: From 47 per cent in June, l~O to 
22 per cent in June, 1973. -

(iii) Road and Water Transport Operators: From 345 'per cent 
in June, 1970 to 24 per cent in June, 1973. ' 

• I 

(iv) Retail trade and small business: From 233 per cent in 
June, 1970 to 22 per cent in June, 1973. 

(v) Professionals and Self-employed: From 248 per cent in 
June, 1970 to 74 per cent in June, 1973. 

~vi) Education: From 158 per cent in June, 1970 to 10 'per cent 
in June, 1973. 

2.25. Explaining this, the representative of the Depal'tmept stated 
during. evidence that "The point you are making is quite right in so 
far as the first year is concerned. Therea,fter the increase order has 
not been sustained ........ This lending system to priority sectors 
really started during the, Social Control Scheme· period. This was 
the first flush of enthusiasm. Even certain targets were given to the 
banks; there was on the part of the people operating, in th~ fiel~ an 
enxiety to see that somehow or other the financial target was to be 
attained. This had continued for sometime .......... We realised 
that this was not the method of, lending. Ultimately we thought if 
the funds could be utilised properly, we should make: some improve-
ments. And from 1971 onwards this aspect of qualitative improve-
ment in lending has been uppermost in our minds, even if it meant 
that our financial targets did not show always accelerated figures 
but even for deceleration we were not worried." 

Another reason given for decline in growth rate was the increase 
in deployment of banks' resources in Government securities and cash 
balances which rose from 25 per cent of deposits in June, 1969 to 
30 per cent in June, 1973. 
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. 2.26. Asked whet'her any overall. or bank-wise t&l:gcts were set 
for lending to priority ~r8, it \\18lJ stated .that "We -did fix targeis 
in. the first year and the elrpel'ience was not· happy. The lower rung 
people at the village level just wanted to spend the mOl:1ey aBd reach 
the target. So, it became very difficult to realise the loans.in su.b-
sequent years. We have now instead of fixing the targets and ask-
ing .. them mechanically to reach the targets, adopt~d the method of 
performance bud~etingt'.-·'" ..' 

2.27. In regard to the Fifth Five Year Plall it was stated 'hat the 
broad picture -drawn up was that' out of the additional anticipated 
deposits -of Rs. 10,560 crores, about 40 per cent would be lockeq up 
of the Central and -State' Governments arid the remaining (Rs. 3500 
crores would be available for giving credit; out of which Rs. 1500 
crores (30 per cent) would be required for public sector enterprises 
of the Central and State Governments and the remaining (Rs. 3500 
crores) would be a~ailable for meeting the credit needs of the rest 
of the economy. It was also stated that for priority sectors they 
would notionally liks to reach 33-113 per cent of total adyance$ as 
against the present 24.3 per cent. 

2.28. In his D.O. letter dated the 18th December, 1972 to the Chief 
Ex;ecutiv:~s of banks regarding preparation of performance budgets, 
c:JPY furnisI,.ed to the Committee subsequent to evidence the Secre-
tary of the Department had admitted that: 

"While in terms of absQluteamounts credit to the priority 
sector has shown some increase, as a pereent~ge of total 
advances it has indeed shown a' marginal-decline Thisls 
a matter of great concern. It is obvious that one cannot 
go on taking refuge behind reasons like consolidation and 
emphasis on recovery. lit is imperative that the. bank 
credit to the priority sector increases at the rate sUQ~tan­
tially higher than the credit to other sectors." 

It has also been s~.ated that: 
"AfteI:. social control ........ ad-hoc tar~ets .carne to be fixed 

for lending to agriculture, small scale industry and other 
priority secto,fs. Targets were not rationally conceived 
and planned. It came to be realised that each 

. public sector bank should have a. performance 
budg~ting system to trilnslate its obj,e!!tives into meaning- . 
ful and feasible action programmes and to ensure that 
such progr,~mmes are.. 4tJnlemented _ and theobjectiyes 
realised." -- •. 

~ ;.".~... ~ 



18 

2.29. 'lhe Committee note that during the four years after nati.-
Daliution public sedor bam have been able to inueale credit to-. 
priority sector by RI. 85t CI"OI'eS i.e. from as. 441 crol'e& in JUDe~­
IH8 to BB. 1295 crore& in June, Un3 constituting 24.3 per cent of 
their total credit. 

The Committee, however, find that in the first year of nationali-· 
58tlon tbe advances to tbe priority sectors rose from &S. 441 crores. 
in June, l,969 to Rs. 769 crores in June, 1970, registering an increase-
of 74 per cent. But from tbe second year onward's tbis growtb rate 
had not been sustained, in fact there had been a decline. The an-
nual growth rate of advances during the following three years rang-
edbetween 17 per cent to 22 per cent. Even when reckoned as a', 
percentage of total credit, the increase which was 6.4 per cent in 
the first year (from 14.9 per cent of total credit in June, 1969 to 21.3 
per cent in June, 1970) had been only 3 per cent during tbe follow-
ing tbree years, being 24.3 per cent at end of June, 1973. ~be same 
declining trend is discernible in each of the priority sectors in vary-
ing degrees. 

The Committee furtber note· tbat in December, 1972 i.e. -after 21· 
years of nationalisation, Government tbemselves realised that the 
decline in the growth rate of advances to the priority sectors was 
"a matter of great concern" .and they could not go on "taking refuge 
behind reasons like consolidation and emphasis on recovery", Gov-
ernment, therefore, stressed on banks the need for proper planning 
of· credit for these sectors with feasible section programmes and 
rationally conceived targets. 

2.30. The Committee ar.e not convinced that the nationalised' 
banks bave been able to meet the genuine requirements of credit 
of weaker sections of society in whose name nationalisation scheme 
was implemented. They feel that this is mainly due to the lack of 
systematic follow-up. The Committee hope that atleast now Gov-
ernment would take steps to strengthen the planning machinery at 
various levels so ,that the bank credit to these sectors increases at 
a rate substantially higher than at present. Planning should be 
done from the grass root level to enable the banks to extend greater 
credit facilities where required in the larger national interest for 
productive purposes, The Committee would, therefore, like Gov-
ernment and the Banks to study the requirements of weaker sec-
tions in detail at the branch, area and regional levels and have a 
realistic plan with accent on production and without compromising. 
the chances of recovery of moneys to the advanced. 
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2.31. The Committee stress that speeifte tarrets and prOll&mmes 
for extending credit assistance to weaker seetions should be speci-
fically mentioned in the performance budgets which are now to be 
prepared by the banks so that it provides complete plan for action 
as also for review of achievements. The Committee need hardly 
point out that unless concerted action is t~en by aU concerned, it 
would not be possible to achieve the objective of increasing credit 
to priority seetors from the present level of 24.3 per cent to 33-1/3 

. per cent in the Fifth Plan. The Committee would like to be inform-
ed of concrete measures which are being taken to realise this ob-
jective. 

(ii) Perfcrrmance Budgets 

2.32. In December, 1972 instructions were issued to the banks to 
prepare their annual finance plans for 1973 on the lines· suggested 
by the Banking Commission for performance budgeting, giving ade-
quate information on such vital aspects as growth of deposits, ex-
pansion of credit particularly to priority sectors. branch expansion. 
recruitment and training programmes, etc. I,n regard to the progress 
made in this behalf, the representative of the Department stated 
during evidence that "out of the 14 banks abOut six or seven have 
done some performance budgeting in the sense that it is not the 
fixation of target done at the head office but it is self-imposed target 
for each branch ........ while all the banks have in principle start-
ed this, the quality varies from bank to bank ......... I hope, in three 
or four years time all the banks will have drawn up the perform-
ance budget". The Secretary of the Department added that, Ult 
may not take four years time. You will appreciate there are a 
large number of newly opened branches where the staff may take 
time to be in a position to acquaint themselves with the local condi-
tion." • , r~ 

·The Banking Commission in their Report (January, J972) sUWSted that "in the 
Case ('f banks, budgets may be prepared for the calendar year with a system of monthly re-
portir.,.. On the basis of business survey reports, reccived from the Branches and the 
prevaihng monetary policy, the head office of each bank should fonnulate its overall per-
formance targets for the year and invite each branch to fix its own share of the overall targt"ts 
through budgets prepared separately for different types of activities. In regard to the ac-
t ivities .carried on at the head office, the head office should itself prepare the budget. From 
the consolidlltc:-d budget, the head office should prepare: 

(a) Funds Flow Chart based on the cODiolidated projections of deposits, advances 
etc. to estimate the overall need for investments and borrowing during the budget 
period for the bank as a whole, and 

(b) a forecast profit and loss account and balance sheet as at the end of the year and 
at the end of eaf'l quarter for the purpose of check up." 
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2.33. Asked to furnish copi~ of .instructions ,issued and of perfor-

mance budgets prepared 'by the banks so far including follow-up 
Q(!tion taken, th~ .. Department hAA. st.ated in a writt~n .. f~ply; in 
March, 1974, that .":rhe banks have been addressed. to send us copies 

. of such budgtes prepared SO far by them". As regards the follow 
up action, it is stated ~hat the, tiational IIl:Stitute of Ba,n.k Manag~­
ll?-ent (NIBM} organised a seminar at -Poona in' June, 1973 to "dis-
cuss the basis of a sound performance budgeting system and its 
efIective imple~ntation ... ,. Tlle, Seminar r,e~omm,ended ~ha,t. the 
banks may introduce the performance .budgeting system effective 
from 1974 .... in a phased manner beginning with one compact reglon 
(consisti.1g if, say 30-40 branches) and progressively expanding it to 
other regions, so that latest by the year 1976, the entire bank would 
have a performance Budgetary system .. ' .initial steps have already 
been taken by all of them to introduce the system of business plan/ 
perfo:t:mance budgeting in one .or two selected·regiOJis .... Although 
each bank is making appropriate adjustments to get over the pro-
blems lhrown up by. the introduction·Qf the system of performance 
budgeting, they would like these problems to be discussed in a second 
seminar .... The NIBM plans to hold this seminar sometime ih May, 
1974." 

2.34. The Committee note that' though Govertlment instructions 
Df December, 1972 required the banks to introduce performance 
budgeting from 1973 onwards, 18ter on it had been proposed to make 
it effective from 1974 in a phased manner region-wise, com.pleting 
it in all the offices of a bank by 1976. They also find that the intro· 
duction of this system is still in a nascent stage in the various banks 
and certain initial difficulties are yet to be overcome. While the 
Committee recognise that preparation of performaDl~e budget in-
voives a special effort, they are not convinced that it should have 
taken the banks more than one year to translate the idea tnto rea-
lity. 

2.35. The Committee attach the highest importance to the pre-
paration of performance budgets on the right lines so that it' can 
IJrovide an instrument for realistic planning, management control 
and appraisal of achievements. The Committee need hardly sug-
gest that the banks should take guidance of the Reserve Bank of 
India, National Institute of Bank Management and other leading 
organisations in the field so as to make sure that the performance 
budget is prepared on sound, lines in order to serve truly the ob-
jective w(th which this innovation is being tnade. . 

2.36. The Committee would like to draw attention ill the abo\'e 
t'ontext to the detailed recommendations that .they bad made in 

• 
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the 24th Report (Fifth Lok Sabha) and 48th Adion Taken Report 
on the Revision .f Form and ContentS of the Demands for Grants. 
wherein they had inter alia indicated the need for including mean-
ingful data in, the performance budgets in the interest of better 
management by authorities and accountability to .. uhUe and Par-
liame~t. The .. ColQmi*tee .. would like the Department of Banking 
to ensure that the points of relevance to banking mentioned in the 
afore-mentioned Reports are got suitably reflected in the perfor-
manee budgets beiQg prepared· by the banks. They would like to 
reiterate that the performance budgets should not be emcumbere6 
with mass of minor details but should contain such information on 
key factors of a programme or plan of action as would provide data 
for effective managerial control and throw up norms and standards 
for proper appraisal of perfor~ance. 

(iii) Credit to large borrowerS' 

2.37. As indicated earlier, the credits to large and medium in-
dustries and wholesale' trade (including for food procurement and 
exports) which were Rs. 2576 crores in June, 1969 increased to 
Rs. 4032 crores in June, 1973. As a perceI;ltage of. total credit,. there 
has been a decline of 6.7 per cent in the first year (from 85.4 per 
cent of total credit in June, 69 to 78.7 per cent in June, 70) ,but in 
the following three' years the decline was 3 per cent only being. 
75.7 per cent of total credit in June, 1973. 

2.38. At the time of nationalisation it was envisaged by the 
Ministry to restrict' loans to large borrowers for productive use only 
and refuse credit for unsocial or unproductive purposes. Asked to 
what extent the loans have been refused on this account, the res· 
presentative of the Department stated during evidence that: 

"After nationalisation, the corner stone of our policy has been 
. to ensure that the legitimate needs of trade and indus-

try are met. When the banks were nationalised this is 
what the Prime Minister said in her statement in Parlia-
ment: 'I would like to reiterate my assurance that eVen 
after nationalisation the legitimate credit needs of trade 
and industry, big or small, will be met'. Our whole ob-
jective right after that has been to identify the legitimate 
needs of big and medium industries. For that, a series 
of steps have been taken i.e., scrutiny of applications 
from large borrowers by the Directors of the banks. exa-
minal10n by RBI of all loan applications for more than 
Rs. 1 crore or Rs. 25 lakhs where borrowing period ex-
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When asked whether they were in a position to meet all th.-
requirements of large borrowers as well as of priority 
sectors and fulfil the commitment made on the floor of the 
House, he said "All that we are in a position to do is to 
see that they are not given funds for non-prcductive and 
unsocial purposes". It was also stated that the percen-
tage of loans to large and medium industries which was 
61 per cent of total advances in 1968 had not come down 
to 46 per cent. As regards giving loans to public enter-
prises for food procurement, etc., it was stated that "That 
is a question of public policy". 

2.39. The Committee note that though it was envisaged to res-
trict loans to large industries/borrowers for productive use only 
and refuse credit for unsocial and unproductive purposes, in actual 
practice the approach since 1970 has been to ~«!entify the 'legiti-
mate needs' of such borrowers after .a scrutiny of their loan applic:a-
dons, particularly those for 'big amounts of more than Ks. 1 crore 
or Rs. 25 lakhs where the borrowing period exceeded three years. 
The result has been that the credit to large borrowers, which as a 
per cen'tage of total credit deelined by 6.7 per cent in the first year 
(from 85.4 per cent in June; 1969 to 78.7 per cent in June, 1970) re-
gistered a decline of 3 per cent only in the subsequent three years 
(being 75.7 per cent in June, 1973). The credit to priority sectors 
had also increased at the same rate of 3 per cent in these last three 
years. 

2.40 While the Committee have no objection to the legitimate 
credit needs of the large industries/borrowers being met by the 
banking institutions, it is a moot point whether the existing proce-
dures are effective enough to ensure that finances from public insti-
tutions are in fact going into produdive uses in the larger pubHc 
interest. The Committee are emphatic that banking institutions 
in the public sector should so regulate their procedures and scru-
tiny as to make sure that the moneys taken from them by large 
industrial houses/borrowers are put to productive use and are not 
anowed to be diverted for any un-social or un-productive purposes. 

2.41. The Committee recommend that a review of the policies 
and procedures followed by the banks for granting loans to large 
industrial houses and borrowers should be undertaken without de-
lay and effective action taken to plug all loop-holes in this regard. 
The Committee would like to be informed of concrete action takeD 
in pursuance of this recommendation. , 
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(tv) EzploiUztion of ConcelBicms 

2.42. In their Memorandum to the Committee, the Andhra Hand-
loom Weavers' Co-operative Society had submitted that the two 
slogans viz., extension of credit facilities to weaker sections of so-
dety and development of backward areas were too vague and were 
being exploited by 'stronger' sections of society or in areas which 
were not really backward. As an instance, they stated. that rich 
textile magnets and their agents had set up nearly 2 lakhs 'binami' 
powerlooms in the names of poor handloo'm weavers who were 
actually the wage earning workers of 'these looms. 

2.43. Asked whether the Department was aware of this problem 
and if so what remedial steps had been taken by them, the repre-
sentative of the Department stated during evidence that: 

"So far as the concessions we are giving for the backward 
areas are ~oncerned, they are, irrespective of whether one 
belongs to a weaker section or not ...... the thrust there 
is, by any method let us try to have a production venture 
in these backward areas ...... ~o far as the weaker sec-
tions are concerned, they are identified in a slightly dif-
ferent manner on an individual basis.. It is quite likely 
that there are people who have taken advantage of the 
defulition of the weaker section and tried to get con-
cessions they are not entitled to-it will be ensured that 
this is not enlarged so that the concessions to the weaker 
sections really go to them". 

2.44. When pointed out that there were a numb.erof instances 
where big business houses had taJt~n undue. advantage of the con-
cessions involving bank employees also who were later on trans-
ferred from those branches (e.g. Bhiwandi Branch of Union Bank, 
Junagarh branch of Bank of Baroda, etc.) and asked if they had 
any machinery to detect such cases, the Secretary of the Depart-
ment stated "We will check this up very thoroughly. I am told a 
vigilance ca'se has been started by the Director of the Union Bank". 

Elaborating further, the Additional Secretary of the Department 
said "I am not denying it. It is a question of the managements at 
different levels attuning themselves to the changed circumstances. 
It takes time. There are very bad cases that have come to our 
notice. We have not hesitated to hand over such cases to Vigilance. 
So far as detection ie; c("\ncerned, we have brought the banks under 
the supervision of the Vigilance Commission. After nationalisation, 
every employee has become a public servant with the result that 
the CBI can take action against him.......... To prevent these 
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'Will require still greater vigilance at every level. All I can say 
is that we wfll endeavour to see that the people who indulge in 
these 80rt of things are not. shielded." 

2.45. Asked whether it was a fact that the bank managements 
were feeling. themselves weak and were not taking any action for 
fear of ,trouble by the employees' Unions, he said "after nationa-
lisation~ they do realise the need for public accountability-but to do 
it overnight is a little difficult ... All that we could do is to tighten 
up things." 

2.46. In this connection the Committee also note that on a num-
ber of occasions· jnsta,nces of fraudulent transactions occuring at 
various bank branches in advancing loans to agriculture, small scale 
industries, etc., involving banks employees also, had been brougbt 
to the notice of Government in Parliament and they had promised 
remedial measures like study by R.B.!. of systems and procedures, 
etc.' , 

2.47. The Committee are greatly perturbed to know that in the 
nallle of weaker sections of socie'ty certain other sections have 
taken advantages of the schemes by setting u~ 'binami' units. The 
Committee ",ould like the authorities to review the position in de-
tail and take effective measures to prevent this abuse of concessions 
intended for weaker sections. The Committee would like to be 
informed of detai1ed action taken by Government' to eliminate this 
malpractice. 

2.48. The Committee also notice from the Questions raised on 
the floor of the two Houses of Parliament that there have been some 
cases involving fraudulent transactions. While it is ·true that the 
incidence of such transactions may not be very large, the Commit-
tee feel that the evil should be nipped in tbe bud by taking deter-
rent action against delinquent officials and by tightening up proce-
dures to obviate recurrence- of ~uch cases. 

(v) .Credit Squeeze 

2.49. It was brought to the notice of .the Committee ~y the rep-
resentatives of the Federation of Associations of Small Industries of 
India that though Government p~onouncements were that credit flow 
to priority sectors should not 'be reduceq, in actual practice the RBI's 
8f.Jueeze was being applied to all the sectors . 

• LClk Sabha U.S.Q. 3235 dt. 23-8-1972, USQ 4416 dated 23-3-1973; di5cus~iCln on 
Calling Attention Motion on 24-8-1973. 
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2,50. Asked whether 1he Department had issued any instructions 
to RBI in the matter, the Secretary of the DepartmeJ;lt stated during 
evidence that "I did bring tethe notice qf' the Reserve Bank (thiougb 
personal letters to tbe Governor) that this credit squeeze should not 
apply to the priority sectors. The Governor confirmed this and has 
written that while implementing the policy, the banks should give 
their primary consideration to the priority sectors including exports 
and for meeting the primary needs and seasonal movement of com-
modities". This matter was also eJiscussed in a meeting of Chief 
Executives held in January, 1974. Asked about the outcome of that 
meeting, !:Ie sa~d, "The result was that this policy of restricting the 
credit should continue-But it will be 'ensured that there is no 
genuine ha,rdship caused-with regard to these sectors, they have 
been exempted." 

2.51. In regard to small scale industries, it was explained that the 
Reserve Bank, while announcing their credit restraint policy, had 
exempted completely those units Which had got the cash credit 
facilities below Rs. 2 lakhs. That took C3!'e of the bulk of the small 
scale units. For those having credit facilities above Rs. 2 lakhs the 
restriction of stepping up margin by 10 per cent had been removed 
but of increasing minimum interest rate to 11 per cent still continu-
ed.-"Those units which have got the cash credit facilities for Rs. 2 
Ja.khs or more have also ,got the sales turnover of over Rs. 8 or 9! 
lakhs, that is four times this cash credit facility. In that sense, they 
have to be made a part of the credit squeeze which applies to the 
medium and large industries." 

2.52. Asked whether recently there has been any direction from 
. ,the RBI to other banks to be stringent in advancing loans even in 

respect of self-employed scheme, it was stated "This is a temporary 
phenomenon-it is our idea that this restraint should not have any 
bad effect, so far as the loans to priority sectors are concerned." 

2.53. The Committee recognise that in a !liituation of inflation 
such as the one prevailing at present, it is but natural that there 
should be a poUcy of credit squeeze. The Committee hav.e no doubt 
that in applying this squeeze the' banks would ensure that the 
genuine requirements particularly of weaker sections fft11ing in the 
priority sectors· are· not adversely affected and that they continue 
to ~et reasonable facilities and financial accommodation in the in-
terest of achieving larger production and sodal objectives with 
which the banks were nationalised. 
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(vi) Disparity in di&bu:rsal of crfditamong States 

. 2.54. The State-wise position regarding credit given by. public 
sector banks to priority sectors was as follows as at the end of Sep-
tember, 1972-:-

(1) Agricultural Sector.--42 per cent of total direct advances 
have been given in the States of Tamil Nadu, Andhra Pra-
desh and Maharashtra. Similarly, bulk of indirect ad-
vances have been given in Tamil Nadu, Maharashtra, U.P. 
and Chandigarh. 

(ii) Small Scale Industries Seeto'f.-a5 per cent of advances 
have been given in the States of Tamil Nadu a.nd Maha-
rashtra. 

(iii) Professional and Self-Employed Sector.-39 per cent of 
adva~ces have been .given in Maharashtra and Mysore 
States. . 

(iv) Road and Water Trtlnsport Ope'rators Sector.-46 per cent 
of advances have been given in the Sta.tes of Bihar, West 

Bengal, Gujarat and Maharashtra. 

(v) Retail Trade I Small Businessmen Sector.-88 per cent of 
advances have been given in the States of Maharashtra, 
Mysore and Tamil Naau. 

(vi) Education.-73 per cent of advances have been given in 
the States of Gujarat, MaharaShtra, Mysore and· .Tamil 
Nadu. . 

2.55. The following reasons were given during evidence for this . 
imbalance: -

(i) Better banking facilities in certa.in States and people being 
more institutional minded. 

(if) In certain States (like West Bengal and Bihar) the over-
dues position of agr.icultural advances was very bad. 
Apart from this, their State Governments were giving 
large sums directly as agricultural advances (.accavi 
loans) at a cheaper rate of interest of 6-1/4 per cent as 
against 9 per cent to 10 per <:ent of the banks, whic~ were. 
later on written off and no repayment was insisted upon. ---_._. __ ._--_._._--

*For m:lre details please see RBI Bulletin, Apr., 1973-SUP;>letn~t on·Banking Statis-
tics, Statement I I. 
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• ' . .;M an ':iw8taneej rit ,was 8tQte4 that'tbe,West Ben,.l GI.)V~, 

.~mment hadwr.itteJt' off "Buch adVRllcesto I the e.t~t ()f~ 
&.9 crores I, and sinllilar,:was 'th.e etcperience with Bihar. 

(iii) Iil s~n;e States like Ma,narashtra and Tllmil Nair:hi'thl~' 
number of small scale units \'l~ larger 'than in other 
Stat~s and they \were expanding, , 

·2.5~. Regarding the steps taken for securing an equitable distri-
ft)ution of advances, therepresent.a:tive of the Department stated that 
¢hey were asking the public sector 'banks to open more branches in 
cnderbanked States (like Bihar, 'Orissa, Assam, Raja.c;than, Himachal 
!'radesh etc.) and pay greater atte-n{ion to their needs. It was also 
:stated that "this regional rusparity 'is something which has been 1n-
brrited from the past-:-and three to fotir years are not something 
.hich eM remedy this. All that 'we can make sure is that we do 
not al.'Centuate it further--some dent has been made in the problem 
110 far as banking field is coneerned". The Secretary of the Depart-
ment added "We are ready to obey your instructions that regional 
fmbalance should go. If there are somegeny,ine requirements in 
'these States. we cannot refuse. We will ask the banks as to why 
-they did not come forward in other States and helped them. We 
-wfll ,;tudy the publicity aspect alsO". 

1:57. It was also stated that during ·the Fourth Plan for agri-
~1tural advances they had divi9ed the States in three categoriefl 
-according to the 'level of development. In category lA' there wert' 
Andhr.a Pradesh. Gujarat. Kerala.Mahsrashtra. Mvsore a,nd Tamil 
"Nadxu, In t'ate~orv IB' were Maryann Punjab. U.P .. We~t Ben~al 
and the re-gt of the States were in cate~ory 'C', At the end of Fourth 
'Plan period.. thp. share 01 categ'ory 'A' State.<; wouln be 73 per cent 
of tht' total am-iC'Ultural ndvancl". the share of cate~ory IB' 15.8 per 
"Cent rmd fhe sh:-.re of c-atpg'ory 'C' States 9.4 per cent." In the Fifth 
'Plan, there wouIn'be a shift in category 'B' and 'C', In category IC' 
8n(1 "B' ~tntf's the' shart' wOllld incrt':l-sp. from ~.4 per cent to 25 per 
cent nnn from lfl.8 per cent to 2.; per cent respectively while in 
'Cat(.~on' ',\, ~f nt(!s it W01l1d come down (rom 73' per cent to 46 Pf'f 
-cent, 

258 Th" Committe" nott" th;tt thert> has been disparit~· In the 
disht1r .. nl of llan'k ('rf'dit flmonJ! various States under e""ry !'lector. 

"'Wlti1" ~om4' Stntes trot lower .. hare of hanks rredit nth .. ,"" IR(!'l!f'd 

181' h ... hind. Of tit .. total advanres riven to agricultural sector upto 
~temher 1M2. about 42 DeT Cf'nt had h~n riven in tht" three Stat~ 
of Tamil I'lAdu. Andhra Prndf.'sh und Maharashtra. Similarly in 

44t LS--3 
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_.U le.le hatl.tri. aec:tor 35 per cent were livell iD Tamll Nadll' 
... tI Maharulaira; ia profeslloaall and self-employed. sedor 39 per 
cent were aiVeD iD Mahanshtra aatl Kamataka; iD educatioa sedor 
'13 per cent were given in the four States of Gujarat. Mabarashtr~ 
Karaataka and Tamil Nadu, etc. The Committee realise that to • 
certain extent this may have been due to inherent diJliculties of 
availability of infra-structure etc. in certain States. But this alone' 
should not have resulted iQ such wide disparities. Mo.reover, the' 
nationalised banks were made responsible to disburse credit in such' 
a manner as to bridge these disparities and not to accentuate the. 
same. The plea that in certain States the number of small scale' 
units was larger and hence greater amount of advances were given 
is also not wholly tenable, as the banks could have attracted small 
scale industries to under-developed States by offering credit on easy 
terms and in co-ordination with State Governments lielped in the' 
creation of necessary infra-structure. 

2.59. The Committee need hardly stress that one of the major 
roles of the nationalised banks is to narrow down the regional im-
balances and to enS1ll'e an equitable distribution of bank credit' 
among the various States. They would recommend that the De:'· 
partment should make a study in depth of the factors leading to th~ 
existing imbalances in the extension of blmk credit including publi-
city aspect and issue suitable instructions to the banks so as to 
secure a more equitable distribution of credits among the various 
States. 

2.60. The Committee also note that for purpose of agricultural 
advances during the Fourth Plan, Government divided the States 
in three categories according to the level of development. For the-
Fifth Plan there will be a shift in the quantum of credit made avail· 
able and States which are less advanced in agricultural field would 
get greater share of these advances, The Committee would like the. 
Department to highlight the progress and achievements made i .. 
this behalf' in the Annual Reports. 



CHAPTER m 
GROWTH OF BRANCH EXPANSION AND CREDIT EXTENSION 

. TO BACKWARD/NEGLECTED AREAS 

A. Bruch Expansion 

(i) PZUiming a.nd Programming 

3.1. As indicated earlier, one of the objectives set for the 
nationalised banks was to correct regional imbalances by having , .. 
balanced programme of branch expa.nsion and extending bankit;li. 
facilities in unbankedlunderbanked centres especially in rural areal.< 

3.2. Asked whether any such programme for branch expansion, 
was drawn up, the Committee were informed by the Department 
that "the R.B.I.-Co-ordinates the branch expansion programmes .o( 
commercial banks-In December, 1969, the R.B.!. drew up a pru-~ 
gramme of branch expansion covering 22 public sector banks and 8 
private sector banks. These banks were expected to open 1350 
offices (1186 at unbanked centres) during the year 1970-the num·, 
ber of offices actually opened was ]155 including 997 at unbanked 
centres-In December, 1971, the ·R.B.!. addressed the commercial. 
banks. designated as the lead banks. setting out a perspective plan \ 
for branch expansion covering the period 1972-74. For this three-. 
year period the banks were set the target of opening 5,000 branches-;-
1763 offices were opened by the hanks during the year 1~72 (lnc1111-
jng 830 in unbanken centres). Start:ng with 1973, a thref>-\,e:lr 
rolling plan- of branch expansion was to be drawn up. Reserve 

·It WllR decidf'd in January, tQn, that each bank should prepare a rolling plan for a 
~-vear period. The plans of individual bank~ would be incomorated into an overall plRtI 
The plan for the fint year would hl' more definite and detailed than the ones for next 2'Yl'ars 
The latter were to be revised in the light ofachievtments in the first year. Thus each ~I ar 
a new 3-year rolling plan would emergt'. It was c:.nvi~aled that such an a~vance plRnn nr 
would pay particular attention to needs of backward Areas and would be helpful in : ...... 

(a) ensuring an even spread of opening new branches in the year; 

(b) fonnulating manpower plans in advance. j and 

(c) m;aking ativa~('t' Infonnntion a~iJable to State Governments (other 0"P.ai~ 
tJon~ regardmg branch expansion programme and enable them to proVIde rtie 
neex"·",ry infT:l' tructurc which had in the pa~t been a handicap in brancb. 
ptlP6il'D work.. 
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Bank asked all the banks (in l'-'ebruary, 1973) to draw up the plan-
detailed one for the first year and aggregative ones for the subse-
quent two years--banks were able .to draw up firm plan . for 1973 on 
the basis of the licenses! allotment already pending with them·-
The overall target was, however, set around 1,500 oft!ces. Upto the 
end September, 1973. commercial banks ha.ve opened 1043 offices. 
}'or 1974-76, the R.B.l. has asked the banks to forward their plans. 
The cxerC'isc is, however, not yet complete." It was also stated that 
for 1971, no target was set out but the number of new offices opened 
Was 1805. 

3.3. The Committee also enquired a.bout the bank-wise targets 
and performance in regard to branch expansion. It was stated by 
the Department that "The Reserve Bank of IndIa had not set targetB 
for each individual bank separately but had allotted to different 
banks, a large number of Cf'ntres which showed sufficient potential 
for sustaining a bank office. It had guided the banks and regulated 
tts l!censin~ mechanism in such a manner a.s to ensure fulf1lment of 
the !ver~ll targets that 'W('rP spt for the banking system as a whole. 
The id£'a of pach bank having a rolling plan for branch expansion 
ori,qinat<.>d in 1973 and nearly six months had elapsed before this 
exercise could h<' initiated. Since bank-wise targf'ts were not set 
down. any :1.c;sc,<ismentof the performance of n bank in the sphere 
of branch expansion in rel~tion to the target is not nt present possi-
ble. However. since the prep:'Iration of the rolling plan is now 
takln~~ pln('(' on a firm footing. it !lhould be possibie to know in 
advnn('(' the (,'::1ct parameters of the branch expansion programmes 
of Flny {!ivc·n hank ann suh!'lequ('ntly asses.c; perionnanc(> with reh"l-
tion to these t.nrf!<'ts." 

3.4. Thf' CommittN' nolf' that dunnJr the period {rom 1970 to 
Sept(,lllber, 1973 a totnl numhf'r of 6748 new hran~he" have he«-ft 
open",) h,,· th... al1 conu'rcial hank.. including the 22 TlubUe Sf'rtor 
ba"k-;. The' Committee also note that while a tl'rget of opening lY,o 
new ()m('~ WDi'l ~t for 1970. the actual arhievement W3.; 11;)!i offi('es, 
resulting in a shortfall or 195 om('es in thnt ~'ear. No ~ucb tarl:'etl; 
were. howe,·cr. laid down for 1971 tholll:'h adual lu·hievement was 
1805 offirl's. For the rollowing· thrN- ~'eal"l\ 1972·-74. a (,Ulnulative 
ta-rget of ol)('nin[! 5000 nE',\\, hrnnrhes wn .. laid down llnd(~r the peri-
pedlve plan and in 1972 th" nllmh"r of nt"w hran('h('" oflenpd wa .. 
1183. In 1,1}7:l th" I'll" ""Ill of l)IAll1lin~ for A 3-vE'nr r()llin~ plan was 
changed And a tentative target or opening 1500 "m .. ('" was fixed f')r 
1973. Tal'l:ets for 197-1 arc yet t.o bf" S('Ult"d. thoue-h thr<'e month .. 
have already elapsed. Tlw Committee Illso note that no bank.wl"ie 
targets for branch expansion were set down during all the"e years. 
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:.1.5. The Committee arc eonstraiDed to observe ·that there ban-
heen frequent ehanges in the polity of 1,lanning for brancb expo-
sion programme of the banks during all these years. They expeci 
tbe Department and the Reserve Bank. of India to take e.onerete 
steps atleast now for ensuring timely finalisation of the programmes 
and annual targets under the a.-year rolling plan. The Committee 
would also like the Depllrtmlmt nnd the Reserve Bank of India to 
set region, area and bank-wise annual targets for braneh expansion 
under the 3-year rolling plan and keep a watch by a periodic nS!les~ 
ment of the performance of the banks in this behalf. 

(ii) Area-wise Progress 

3.6. For purpose of branch expansion, places with a population 
upto 10,000 have. been classified as rural centres, beyond that and 
upto 1 lakh, as semi-urban, between 1 lakhs and 10 lakhs as urban 
and over ten lakhs as metropolitan towns, besides certain port towns. 
Table below shows the. ccntrewise progress of branch expansion by 
the public sector banks since June, 1969:-

As at the end of June 

~----
._._----

Centre 196c} 1970 1971 1972 1973 

(i) Rural 1505 2597 . 361iI 4450 4645 
(;3'.;, ) (<4 2%) (lO~~ ) (J5%) 

(ii) Semi-urban 2622 2935 ~190 3515 ;178r 
(J2~~) (9%) (10%) (11%) 

(iii) Urban Il75 1302 1-466 J'96 2103 
(II 01 ') to, (13%) C:~O%) (ll%) 

(iv) Metropolit811/port 1297 1-4 19 1550 11>97 200R' 
TGWDS (10~:. ) (9~~) (10%) (20%) 

(fi;.ures in brackets show annual percent.~ increa~l', 
-----------.-- --_ .. _ ... 

3.7. It will be seen that in rural areas the number of bank offices 
increased from 1505 in June, 1969 to 2597 in June, 1970 (i.e .. a ri. n "I 

73 per cent) but in subsequent years the annual rate of growth has 
been coming down and was only 15 per cent in June, 1973. Similar 
is the position regarding offices in semi-urban areas. In urban and 
metropolitan I port towns the rate of growth of bank offices has gone 
up. 

3.S. EJCplaining this, the representative of the Department stated 
during evidence that "one of the reasons-may be that in 1071 
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cenBus-some of the' rural centres which were earliercu...ified as 
rUral have'become semi-urban. I should like to assure tbe CommU-
tee that this idea of 'keeping the tempo in the rural areas is very 
much in our mind and there is a formula· which the Reserve 'Bank 
follows." , 

3.9.. In this connection it was observed by an eminent non-official 
in his Memorandum to the Committee that the definition of 'rural' 
area.s was such that it covered a number of semi-urban or even 
urban areas-e.g. in West Bengal 'rural' locations of bank branches 
included SUb-division towns like Mekhligang and Tufanganj and also 
semi-urban or sub-urban locations like Naihati, Panagarh. etc. He 
felt that if the standard definition was changed to cover the really' 
rural areas, the number of rural offices would be found to be con-
siderably smaller than claimed. 

3.10. ThE" representatves of th~ Department explained that a 
sub-committee of the National Credit Council, which consisted of 
bankers also, had made this classification in 1968 and that "for the 
purpose of our policy we hove combined the rural and the semi-
urban". It was also stated that "this classification is based on the 
pOIJulation of the ctntre and does not take into account the adminis-
tratIve status of the Centre". 

311. Asked how many of the new branches covel'E"d population 
upto 5000 and how many beyond that, the Secr:etary of the Depart. 
mL!nt stated that "we do not have that information". When en-
quired as to how many of the new branches had been opend 5, miles 
away from a District town or semi-urban areas, it was stated in a 
post evidence note that to ascertain this information would be "ex-
tremely difficult and time consuming task". It was, however, stated 
that "almost every year about 95 per cent of the total number of 
rural offices opened by commercial ba~ks have been located at un-
banked centres". 

3.12. It was also brought to the notice of the Committee that 
the inter-district distribution of 'rural' branches was markedly 
uneven in certain States-e.g. there were districts in Madhya Pradesh 

---------- ---, - ----- ----- --------- ----------~ 
*Ac':1r,\in!!; to the fomnla laid down by R. R. T.. hanks were stated to 'be divided in'o 

tWI' cateq<nies viz., (i) which already had pre>portion ofrura tplus semi-urban branches more 
than 60°/r of tout! branches were entitle'" to "pen one branch each in urban metropolitan 
are,,~ if th~y opened two branches in ruTall~emi-urban area~; and (ii) those which had thi~ 
proportion les~ than 60% they were allowed to open 2 branches in urban metropolitan areas 
provided they opened 3 branches in rural! ~emi-urban areas. 
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:and Uttar Pradesh (Balaghat, Gwalior, Uttar Kashi, etc.) where the 
number of rural branches was even les than five as at end of June, 
1972. In this connection the Department stated that "whether a' 
particular district will have large number of rural branches or not 
will depend on the size of the district, the degree of urbanisation 
obtaining in that district as also the availability of potential growth 
.centres in the rural areas." . 

3.13. The Committee note that in the first year after nationalisa-
tion the number of offices of public sector banks in rural areas in-
creased by 73 per cent but in subsequent years this growth rate had 
'declined to 15 per cent in 1,973. Similar is the position regarding 
'offices in semi-urban nreas. In metropolitan port towns, the rate 
o( growth of bank offices pas 'gone up from 10 per cent in -1970 
to 20 per cent in 1973. 

3.14. The Committee would like the Department and the Reserve 
Bank of India to analyse the factors that have retarded the growth 
Tate of opening of bank offices in rural and semi-urban areas and 
take immediate remedial measures not only to sustain but improve 
upen the growth rate from year to year. 

3.15. The Committee also note that the classification of different 
1:entres on 'population basis for branch expansion viz. Rural, Semi-
urban, Urban and Metropolitan was decided in 1968. It is likely 
that under this classificatio~. which defines rural centres as those 
-naving a population upto 10,000, most of the new bank offices may 
have heen located near the sub-divisional or district towns and not 
in the interior rural areas. Obviously there have been significant 
·(!hanges in the rural scene with the development of transport, com-
munication, water, power and other infra-structural facilities since 
1968. The Committee, recommended that the ~Ias~iftcation of rural, 
-semi-urban, urban areas, etc. may be reviewed with a view to clas-
sify centres with population up to 500 only as rural so as to locate 
branches in really rural areas and thereby help in their growth 
potential. 

(iii) State-wise position. 

3.16. The following table' shows State-wise the number of 
.offices of public sector banks as at the end of 1972. increase in 
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nUMber since nationalisation and the 8\f'erage popmaUon coveragr 
per ofRce:-
-,..- --- -, ... -.. _--- .. --._._------------ -----------

.~. OffiCX1 Population cove~ 

Region/State and Union Territories 
(all commercial be s) 

No. of Inc~ase P(l!'ulation A"~rege 
~s Il~ (J97J population' 

nationali. CellsUS) per office. 
sation. (in lakhs.) in Dec. 

]972 

I 2 ~ 4 5 

I. Nt1Tthern R,,ion 

X'. Haryana ~ 2~5' lOS 100-36 3I,OO()' 

2. Himachal Pradesh II7 77 34'60 28,000 

3· Jammu & Kashmir. io tiS 46' 16 36,000' 

... Punjab ~30 236 ~33'51 19,000 

S· Rajasthan 532 219 257'65 41,000' 

6. Chandilarh 32 T3 2'S7 7.00C ' ,. Delhi. 338 145 4°'65 9,000 

TOTAL 1174 860 , 

11. NlJ1'tll-l!astern Re,ioII 

1. Assam 149 82 146'25 95,000-

2. Mflhalaya 17 JO 10' II' 60,000' 

3· MaDipur 7 S 10'72 1,53,000-

4, N~llDd 6 3 S'16 116,000-

S· Tripura 14 ~ IS'56 ]jll,OOO--

6. Arunachal Prade8h S 5 4'67 94,000-' 

7., Mizoram 3'32 3,32,000 

TOTAl. : 199 lIS 

m. E.stern R,,wn 

I. Bihar 571: 32fi 563'53 98,000' 

2. Orissa 204 J08 2J9'# 1,01,000. 

3· We.tBenpl 7 .. 9 322 443' 12 53,OO~' 

... AIldaman 6: Nicobar Island,. 4 3 1'15 29,000' 

TOTAL: 1528 759 -- -- . ------ ------ . 
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. I , , .. .. ------t---.---.-----.-'--.--. 
i 

..... --_.--._-..... __ ._----.---------_._---'!'-"---_._---
IV. (:w!/',II Rcgiull 

T. Madhya Pradesh 70') 37.5 4Jfi' 54 5 7 ,000' 

_. I: t tar Pradesh I.,., .... 
-j. "45 88y,p 61.000 --,-

ri>ta) : 19~2 10ZO. -----. '-'--
V. W'es/ern Region 

r. Guiarat 1:;!90 536 ' 266'97 lr,OOO 

Z. Maharashtra 1.560 604 504'12 28,000 , 
3, Goa. Daman & Diu lZ2 37 0'57 ,.000 
4· Dadra & Nllsar Haveli 4 4 0' 74 19,000 

TOTAL : 2976 IIS1 

VI. SOUl"'", R"ion 

t, Andhra Pradesh . 791 353 43f02 42,000 

2. Kel'll!a 574 243 2 13'47 21,00 

J. Kamataka. 996 481 292'99 21,000 

4, Tamil Nadu 1119 .. oS 411'99 26,000 

" Pondicherry 23 U 4'71 19.00() 

6. Labbadweep .. .. 0'31 8,coo 
TOTAL: 3507 1498 

All India. 12066 S433 

------"-
3.17, It will be seen that there are wide inter-State disparities 

in the extension of banking facilities, On the basis of population. 
per office, the coverage of public sector banks as at the end of 1972 
was far less in' Eastern, North·Eastem and Central States (e,g .. 
Orissa 1.01 lakhs per office, U,P. 61,000) as compared with other' 
States (Gujarat 21,000, Punjab 19,200) .. 

3.18. The representative of. the Department explained during 
evidence that "If one takes the starting point i.e. 1969, there were' 
large inter-State disparities, Our conscious endeavour has been too 



36 

..see that these disparities' do not get accentuated further but get 
reduced-the percentage ir.crease in the number of offices ·between 
June, 1969 and August, 1973 was about 89 per cent. So far as 
Orissa was concerned it wa:; 130 per cent. in U.P. it was 104 per cent. 
in Gujarat it was only 76 per cent. For population coverage, it was 
~4,OOO fer Gujarat per branch, now it is about .20,000. For Orissa it 
was about 2,12,000 per branch and today it has come down to 95,000. 
For Assam it was 1,98,000 and now it has come down to 96,000 per 
branl:h". 

J.19. Asked what population they would ultimately like to cover 
per branch, the Secretary of the Department stated "It should come 
down to bctwe€n 10,000 and 15,000". It was aliso sta.oo that 
"population is one of the factors-we take into account the possibili-
ty of business, type of activity going on and the potential for 
gowth". 

3.2'0. The Committee note ,that after' nationalisation, Government 
and the nationalised banks have taken steps to open more hanl, 
offices in the hitherto unbankedjunderbarrked areas and thereby 
narrow down inter-State disparitics existing in this behalf. Never-
thelc5s. there is stilJ considerable difference in the population cov-
erage per bank office particularly in Eastern, Northern Eastern and 
Central States as compared with other States. 

3.21. The Committee nced hardly emphasise that one of the major 
ohjectives of the nationalised hanks is to correct regional imbalances 
ill the provision of banking facilities. They expect the Department, 
the Reserve Bank of Ind,a and the nationalised banks to so devise 
their hranch expansion progr.ammes as to achieve early fulfilment 
of this objective. 

(iv) Credit-Deposit Ratio 

3.22. During the course of debate on the Banking Companies 
(Acquisition and Transfer of Undertakings) Bill, 1969 in the Lok 
Sabha, the Prime Minister inter alia observed on 29th July, 1969, 
that "Analysis of the State-wise credit·.jeposit ratios has '"hown 
that it is very low in several States such as Assam, Bihar, Rajasthan, 
Orissa, Uttar Prades~, Madhya Pradesh, Haryana and Punjab. This 
h'ld led to thecomplai:-t that banks mobilise resources in the form 
of dep'osits in certain areas and utilise them elsewhere, thus aggra-
vating regional imbalances. ,These trends can be corrected and the 
policy of balanced regional development, which has frequently 
been emphisised,can be implemented when banks are under publir. 
·control." 
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2.23. TheCOInmittee .enquired about the 1.1l!stpolition in this-' 
regard. A statement sl'low.tng tb.. State-wise distribution of deposits,. 
advances of all comma-cialbanks (including nationalised banks) 
and th~ credi'kleposit ratio during each of the yeaTs from 1966 to 
1972, as furnished by the Department is given at Appendi% L An~ 

oth~r statement showing the credit-depocit ratio srea-wise is given 
at Appendix II. It will be seen therefrom that the credit-deposit 
ratio still continues to be low in the above States and is less than 
50 per cent in most of them .. 

In fact in a number of these and other States Hje Oris,a. U.P., 
Madhya Pradesh, Himachal Pradesh,' etc. the position has worsened 
compared to 1969<-:-the lowest ratio was 14,75 p21' C'l"!nt in Himach,ll 
Pradesh at end of 1972. Area-wise, the credit-<leposit ratio conti-
nues to be less than 50 per cent in rural ~nd semi-urban areas. 

3.24. Explaining thill, ~e representative of the Department 
stated during evidence that "Roughly about 40 per cent (of deposits) 
is. utilised in the form of Government securWes, cash balances-
Again in a particular State, it depends upon the various factors, 
level of economic activities, type of schemes and thing like that. 
Those States where a large number of big industries are located, 
there the crtdit deposit ratio is likely to be higher. For example-
in the case of sugar mill it is located in U~P. but the credit is made 
available in Bombay. The way the data are currently available-
this will be shown in Maharashtra annd not in U.P." 

3.25. On attention being drawn to the a'foresaid observation of 
the Prime Minister, the Secretary of the Department stated that 
"We cannot reduce the genuine demand of certain f'eetors, but we 
can improve what can be given to· the weaker sectors--with the 
help of the Lead Bank it will be possible for us to exploit the exist-
ing centres 'and to develop "them and to see that the utilisation of 
bank deposits in that particular area is atleast to some extent pro· 
portionate". 

~ 26. It has also been stated in a note furnished t.o the Committcp. 
subsequent to evidence that to increase portfolios in States having 
low credit deposit ratio "State-level Committees, with bankers and 
heads of the development departments-~ave been formed in Orissa, 
Himachal Pradesh, M.P., U.P., J. & K., Haryana and Bihar" so as to 
act as a· clearing house for proposals. Other States were cons~der­
ing the setting up of such Committees. 

3.27. The Committee note that tbere has not be~n much improve-
ment in the credit-deposit ratio of severa) States (llkeAssam, Bih"r, 

. . 



32 

B.ajasthaa, OrifWl, Uttar PradeHh. Madhya Pradesh, Haryau) a.: 
was expeded at the· time of bank natiol\alisatlon ift 1969 and it eon-
tiDu" to be less thaD 50 per cent in most of these States. In fact. 
iD some of these and other States (Orissa, Uttar PradeSh, Madhya 
Pradesh. Hima(~hal Pradesh, etc.) it has registered a declining trend.-

3.28. The C.ummittee need hardly emphasise that the nationalis-
ed banks were eXj,ected to serVe as instruments for correcting re-
gional imbalances and ensuring th.at there was greater utilisation 0(' 
deposits in the area itself. While the Committee would like that 
genuine credit demands of the various areas are met, they see n(} 
rason why the credit deposit ratio should continnue to be less thaD 
50 per cent in several States. The. Committee would urge the De-
partment and the banks to take concrete nleasures immediately for 
bringing about tangible improvement in the credit-deposit ratio of 
various States like Orissa, Assam, Bihar, Uttar Pradesh, Madhya 
Pradesh, etc., particularly those where it has reJ:istered a declining 
trcnd, at the earliest. 

(v) Performance of new branches 

3.29. In regal'd to the performance of new branches, the Com-
m~ttee were informed during evidence that "the new branches have 
been able to mobilise deposits of the order of about Rs. 11 lakhs: 
per branch on an average, So far as advances are· concerned that 
would come to about Rs. 6 lakhs." As to how many of the new 
branches had annual deposits and advances of this order, it was: 
stated that "We have only the consolidated figures for all the 
branches". It vvas also stated that none of the new iJl'Clnclle.~ o},Jened 
had been closed down, 

3.30, Asked how many of the new branches were working at 8' 

profit and how many at a loss or no-profit no-loss basis, the Secretary 
of the Department stated that "No precise information is avail-
able When a new branch is opend, the first year it is not 
expected to make a profit Since nationalisation three or fouI'" 
years have lapsed .. this is not the time to make that kind of review 
whether som£' of the branches ore profitable or whether some of 
the branches are promising." When it was suggested that the 
bal1k~ were custodians of others' money and they should 
keep the p~d()rance· of branche,; constantly under review I 
he said "that point is well taken". ~laborating further, the re-
presentative of the Department stated that "for years together, 
these rural branches will perhaps have to have losses. The reasOlT 
is !>imple ... , .... After nationalisation, it is our objertive to ~a.rf1 
more profit throu(h metropolitan and urban branches and subsldlse 



the rUl'a:l branches. In Ulertll'al sect!)!", even if we ha~ a v.ery Large 
.{.'redit-dcposit raloio, there may be difficulty in m&k.ing profit beca~ 
the technical staff for extension serviceeroployed there (a,griculWral 
graduates, etc.) iii vcry large--Today. in the small scale indllstr.y, 
the percentage of supervision cost over advances is 3.50 per cent· 

. roughly. But in the case of agricultural sector, it is much more than 
.that. ........ In many of the branchesbecausc of tile vcry largl~ 
.number of technical and extension staff that we need, they wUl con- . 
tinue to have these losses. It is not a matter which is really worry- . 

:lng the indiYidual banks or the banking system as a whole." 

3.31. On be:ng pointed out that the Committee were also not 
'.against this but it should be ecOnomical, the representative of tht' 
])L1)artment stated that in thcir scheme of having agricultural de-
-velopment branches "'-he idea is that we ·should reduce also the 
. ·technical and other staff for different branches. This is one of the 
:specific objective". Asked whether thev had laid dO\l:n any criteria 
-for staffing of' rural branches. it was stated that "We hav'e no laid 
do\vn any criteria as such. Each individual bank board at their 
'level takes a view as .to the type of staff and the quantum of staff 
-that should be made ;wailabll'. It may be that initially thp e:;tah-
lishment cost of this t'x tension office may be large making the bank 
-run at a loss. Jitut this should nnt go on for more t.han three years 
or so--Jn a matter of three 'or four years. even these rural branchcs 
'will start makin.1.! profits. When askrd whether they agreed that 
-there should he ('cnnomy in stnff and it should n01 go on swelling in 
..every branch, it was stated that "so far as, non-technical statt are 
-concerned. yes. But.as fa.r as technica.l staff are concerned, in order 
-to boost advances banks should not." 

3.32. The Committee alllo enquired about the criteria adopted 
-for opening new offices, it was stated that "There are several things 
which the bank takes into account for thf' purpose of opening of 
branches. The Lead Bank Scheme survey helps the banks to know 
'something about the districts-There is a sort of capacity to take up 
the work in that particular area. Taking into account also the 
'availability of infra-structure in that particular place. the scheme is 
·taken up." 

3.33. When asked whether any change had been made in the 
-crit ... ria as a result or experience gained. the 5ecretary of the De-
-partment stated that "The luain criteria has been to open branches 
-where there have not been any banking facilities. We are pro-
-ceeding on the basis of three years rolling plans." On bein~ poinu-d. 
o{mt th;1t bprf're Mtionnlis~tion there W~ on~y .one. bank working 
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at Betia (Bihar) i.e. Central Bank of India but after that State 
Bank of India also opene:f its branches in that place with the results 
that there was overlapping and a large number of staff was deployed 
to serve a particular area, it was stated that "You have rightly 
pointed it out-It is a fact" that after nationalisation when the Re-· 
serve Bank first drew up a programme of opening branches in 
December, 1969, in some places it so happened that more banks 
were given licences than were perhaps necessary at that time--We 
are now devising a three year rolling plain--we do not think that 
this sort of overlapping will occur in future. 

3.34. Asked 'if before opening any new branch in a place and 
incurring expenditure, it would not be proper to ascertain whether 
the bank already working there could cater to the needs, it wa, 
stated that "A bank has to submit a proposal to this effect to the 
Reserve Bank and it is for the Reserve Bank to lonk into it". 1t 
was also stated that proposals were made by the banks after dis-
cussion at district level, consultative committee meetings convened 
by the Lead Banks. 

3.35. The Committee note that the new bank branches have been. 
able to mobilise annua" deposits oE the order of Rs. 11 lakhs and 
make advances of Rs. 6 lakhs per branch, on an average. They also 
note that no review ha'i so far been conducted to find out preeiscly 
as to how many of the new branches were making profits and how 
many were runnig at a loss or no-profit no-loss basis. Government 
expert that though initially the rural branches would incur losses. 
due to a large num~er of te~hnical and extension staff employed 
there, in three or four years time they should start making profit ... 
During evidence, the need for conducting a detailed review of the 
new bank branches and economy in establishment costs by laying 
down suitable staffing criteria was recognised by the representatives 
of the Department. 

3.36. The Committee recommend that Govenunent should im-
mediately have a comprehensive review, conducted of the function-
ing of all new bank branches/oflices opened after bank nationalisa-
tion with a view to fi.ndin~ out the true state of affairs of their 
working r!educing overheads, economising in their establishment 
costs by prescribing suitable stafling criteria and work norms and 
placing on sound footing such of the branche~ as do not show pro-
mising results even after the nonnal restation period of three years. 
The Committee would also like the Department to keep the per-
formaDee of new branches constantly under review by haviag a. 
suitable buUt-ill-mechanism in this behalf. 
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3.37. The Committee harther .ote that the mal. criteria to opeDl 
new branches .... been to ,rovide them "wIlere tllere Bve not beeD Q, banldq· facWties" subject to the availability of aecessary iDtra-
structure. While the Committee are in favoW' of openina of neW 
b.-anches particularly in rural and backward areas, they expect the 
Banks. to work out carefully the fiBancial implications of establish-
ing each such branch 80 that decisions could be taken havin, re-
gard to all important factors aDd to facilitate review of the working 
of the new branch with reference to the assumptions made at the 
time· of opening. The Committee suggest that in the light of this 
review, guidelines should be laid down for op~ning of new branches 
in the interest of achieving best results. 

3.38. They also observe that in the past, under the branch expan-
sion programme, drawn up with the approval of the Reserve Bank 
of India, there have been some cases where more banks were given 
licence. to open brJlnches in an area than was necessary, with the 
result that there has been overlapping and unduly large comple-
ment of banks' staff deployed to serve a particular area. As assur-
eel during evidence, the Committee hope that remedial measures 
would be taken to avoid recurrenCe of such ovc:r-Iapp~,,:g in future. 

D. Land Bank Scheme 

3.39. In December, 1969 the Reserve Bank of India issued in· 
structions for the implementation of the Lead Bank Scheme by the 
nationalised banks and three private sector banks, under which 
338 Districts of the country (i.e. all districts except metropolitan 
cities of Greater Bombay, Calcutta, Madras and Union Territories 
of Delhi, Chandigarh and Goa) were allocated among them for de-
velopment (list giving bank-wise allocation of Districts is given at 
Appendix III) having due regard to the contiguity of districts 
regional orientation of banlCs, etc. One of these banks was de-
clared as "Lead Bank" for the district and was made "responsible 
for taking the leading role in surveying the credit needs, in the-
development of branch banking and extension of credit. facilities in 
the respective district". The scheme also envisaged that "there is 
clearly no intention that the lead bank should have monopoly of 
banking business in a District. The bank assigned the lead role 
is thus expected. to act as the consortium leader and after identify-
ing through survey, areas requiring branch expansion "and areas 
suffering from credit gaps, it should invoke the co-operation of other 
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hanks operating mthe DiBtmct (tncludlng Co-opeli'ative· .• BMb) 
for 1'Jpening branehilf; MS well as for meeting. credit !leeds.", 

3.40. In regard to the progress made in implementation of the 
seheme the Committee were inforined during eviderice that 318 
,districts had been surveyed so far and that distri~t level consul-
tative committees (consL<;ting of representatives of cornmereial 
bclnks, other fmancial instituti()lls and State development authori-
ties in a District) h<1d been set up in respect of 223 districts. It 
was also stated that since the> C'ommencement of the scheme, public 
sect.or hnnks had openec1 5,~99 offices in the country, of which 2259 
were located in thp lead districts of these banks, while 3340 wl't'e 
lo(';~t{'<l m ctistricts other than their lead districts. The number of 
om('(~ lo<'at.ed in unbankro centres was 3,193 almost all of them ill 
urea...; ('overed under the Scheme. 

3.41. The Comm1ttee discussed a number of features about the 
working of this scheme with the representative of the Ministry 
wh1ch revealed: 

"(i) SUT1'ey repo-rts: At the Chief Executives' meeting held 
in November, 1971, the Finance Minister while expres-
sing di!o;uppolntment with the progr~ss of Lead" . Bank 
Scheme had ohsNved t.hat "Survey r~!'lcrh w~r(' bcin.t:! 
prepared m<'Chanically and they WM"e not action oriented". 
This was also brought to the notice of the Committee by 
an eminent non-offteial. The representative of tht' De-
p'lrt.ment admitted· during evidence that "the quality of 
work in some cases was not very good". He attribuu·d 
this to lack of '/expert manpow~r" and f;airi that "this h(ls 

----_._--- _ .... -. 
·S~ec;f!c fu"ction, of a V~a,j Ran~ were sp:lt t)ut a\ rollow9 in the :;ch~m~ :-

(~'. ~\Irvcvin!t the rc,ourccs Rnd p:3tential ror banking de\'elopm~n! in its di;tric' ; 

.. 

(b' ~urveY'inll: the numl)er of InJustrial an.d col'Qn\~rclal untta an,j ot.her 101ltabllsh- .-
ment~, farmq which do not have banking accounts nr depend m'llnly on ml}Rcy 
It'ndus. lind \nCTe!lsing their owned reso~, through the crc.ltion of ~ur-
pltlRc~ from additional production financed from the banking s),st(m: 

(.:\ I'lCIlminlng the faciliti<!s for the m1rketi!l, of 3gric.lltural proJ!l~ an,i InduHrial 
productions, storqe and wareh"u~ing qpaoe, and the linking of cr~dit with 'Turket-
Ingln the district j 

(d) Surv('\'illg the facilities for the stocking o(fcrtiliscl's and other alricultural inputs 
Dnd the rcpairilll anJ servicing of equipra.!nt; 

{e) n:cruinnent and training of stalf. for offering advic.: to snull borrowers and 
fannen, in the priority sector.;, "hlcb may be covered by the proposed C'I'e(iit 
insurance schemes and for the follow-up and inspection of the end use of Joan,; 

(f) a~~iatinc other primary lending agencie<;; and 

(g) mainta~iQl contacts ,00 liaison with GoverQ,ment and quaS\~Govcrnmcnt agen-
. cies. . . 
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been brought home to them (banks) now that they should 
prepare a kind of impressionistic survey, showing the 
economic possibilities of a District." 

(ii) Achievement of District Level Consultative Committee.: 

3.42. In their Memoranda to the Committee, it has been observed 
by non-officials that the district level consultative committees bact 
achieved "very little" and that their working "left much to be 
desired owing mainly to mistrust and suspicion among banks and 
lack of understanding of the role and functions of the Committee". 
In a note submitted to the Committee subsequent tQ evidence, the 
Department explained that "While it is difficult to qu.anttfy the 
achievements of these coordination committees-it can be said that 
these committees have played an important role in facilitating the 
rapid expansion of the branch net work of·commercial banks". The 
functions 01. these committees were stated to be "to evolve methods 
and procedures for stepping up lending to priority sectors. identify 
development schemes and allocate growth centres among different 
banks". 

(iii). Need. tor a plan of action: 

3.43. In his inaugural address at the Chief Executives meeting 
held in J anllary, 1973, the Finance Minister inter alia observed that 
"Time has 'LOme now for the lead banks to prepare a plan of a'Ction 
Dn the bash of surveys conducted in their districts. The implemen-
tation of tt is suggestion on a trial basis has been taken up in two 
districts of U.P. (Rai Bareily and Gorakhpur) and Madhya Pradesh 
(Ujjain anc\. Seont) -The Punjab National Bank has also prepared. 
an intensivl! scheme". Regarding the progress of these trials, the 
representat've of the Department stated during evidence that some 
.sort of a plan had been prepared for each one of the Districts and 
the same were being discussed at committee meetings. It was also 
stated in a note furnished subsequent to evidence that "The lead 
banks have only recently completed the first phase of the scheme 
viz. of surveying and identifying the requirements of their lead 
districts anll evolving a suitable machinery for co-ordinnated action. 
They have now taken up the task of evolving credit schemes for the 
benefit of umall borrowers in various sectors-It would. however, 
be unrealistic to expect these banks to undertake the formulation 
and implementation of district development programmes entirely 
'On their own. The role of the lead banks is to· su.pplement the 
efforts of the existing development authorities alid not to substitute 
them." The above experiments in districts of U.P .. and Madhya 
Pradesh were stated to have been unc\ertaken "as a part of the 
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strategy for increasing the involvement of banks in the developmerit 
of the districts." 
(iv) Initial misunderstanding abo~ SCOPe of scheme: 

3.44. Tbe Banking Commission in their Report (January, 1972) 
had inter alia observed that there was serious misunderstading 
about the scope and objective of the scheme initially-one view 
was that IE-ad banks were responsible for survey, indcntify potm-
tial and make other banks to open branches; other was that they· 
had themselves to open branches. The representative of the De-
partment stated that "This has been cleared now". A Study Team 
s)juuq pauJaouoo aln tmM. uo~ssnos,p pyal{ 'awal{;)s al{l JO ljUl'llOM 
al{l pau!wexa OL61 U! elPuI JO }{Utlg aAJasaH al{l Aq palu~odde 
to ensure that all fully understood the scope and objectives Oil the 
scheme and the tasks ahead. 

3.45. The Committee note that though the Lead Bank Scheme-
was introduced •• far back as 1969, 80 far survey reports have been ' 
prepared in respect of 318 districts out of 338 districts allotted to 
various banks and District Level Consultative Committees hav& 
heen set up in 223 districts only. They also note that the quality 
of the survey reports has not been up to the mark and that the 
consultative committees too do not seem to have played their rele 
effectively so far. The Committee further observe that the Lead 
Banks have yet to grapple with their basic tasks of involving the.m-
selves in the process of economic development of the district ('on· 
cerned by evolving suitable credit plans and programlllilM:. 

3.46. The Committee cannot help expressing their disappoint-
ment at the very slow and tardy progress achieved under the Lend 
Bank Scheme. They would like the banks and the Department to 
immediately gear up their lead banks machinery so as to complete 
without delay the pending work of preparation of proper survey 
reports, setting up approriate consultative committees in the remain-
ing districts by adhering a time bound programme and formulate 
suitable credit schemes in conjunction with the State development 
authorities for the economic advancement of the district concerned. 
The Committee ~Iso expect the Department to watch the progress 
of the scheme by a periodic stocktaking of the position. 

3.47. The Committee need hardly stress that the composition of 
the District level consul.~tive ('ommittees should be broad-based 
Besides including persons who are active in industry. . ('ommer(,e, 
edll<cation, social upliijs and representatives of Zita Parishads, it 
should be ensured that adequate representation is given to repre-
sentatives of weaker sections of the society who are actively en-
gaged in the work of improving the economic and social conditions 
of the weaker sections. 
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C. Be-structurin& of the Banking SYstem 
3.48. It· was brought to the notice of the Committee by an emi-

nent non-official that under the Lead Bank Scheme almost every 
bank had shown better performance in lead districts allotted within 
its main area of operation rather ~han in districts assign;d at dis-
tant regions. He felt that the fragmentation of lead bank respon-
sibilities far away from the Head Office of a bank or main area of 
operation had led to a number of co-ordination and communication 
diffi~ulties, with the result that there was wasteful opening of 
brnr.( h~s by banks within 100 yards from each other, negJect of 
backward areas, delays in reconciliation of accounts, etc. He sug-
gested that the nationalised banks should be grouped under six or 
seven regional organisations, each being responsible for its own 
region. These regional banks could be allowed to operate a few 
branches outside their allotted regions and the State Bank of India 
could provide the necessary linkage in this behalf. 

3.49. The Committee enquired about the bank-wise performance 
under the Lead Bank Scheme, changes made or contemplated as 
a result of experience gained and whether Government had consi-
dered the advisability of restructuring the banking system as sug-
gested above. The representative of the Department stated during 
evidence that "Different banks are at different stages of work and 
it is rather difficult to give a judgement as to which has done better 
and which has not done so well- In areas which were not previous-
ly w'ell banked, the large banks (like Bank of India, Central Bank 
of India) had to be given lead bank responsibility very far away 
from their ethnic areas. . .. they had to develop -the infra-structure-
within the banking system...... There has been initially a kind 
of delay on their part." The Secretary of the Department added that 
each bank was "faring very much better in the ethniC area but 
some additional work to it in unknown place is not bad. It brings 
8 definite specialisation and it takes an objectives view. They are 
doing all right from that point of view." 

3.50. Regarding restructuring of the banking system, the Secre-
tary of the Department stated that "this was one· of the recom-
mendations of the Banking Commission and we have not found 
it useful to accept. For the present it is felt that the 22 banks struc-
ture is not doing badly, If they are merged. all kinds of complica-
tions will arise." 

Asked about leltd bank responsibility being given on a State-
wise basis as in a number of States there was no Head Office of 

-----
-The Banking Commission in their Report recommended that "early steps should 

be taken for re-or~anising the national banks into two or three all-India banks anri six OthC'T 
banks each specialising in dC'veloping banking services in a broad region---" (para IS' sH. 
of Report). 
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any bank, he said. "The advice given to us is unanimous that it 
should not be a State-wise bank. Banking should cover entire 
economic area~. It so happens that a majority of the banks are 
located at Bombay with their head offices... . .. It is difficult to 
divide th,em up like that". 

It wa~ also stated that no changes in the Lead Bank Scheme 
allotment were contempla~ed for the present. 

3.51. In this connection the following extracts from the Finance 
Minister's reply to Unstarred Question No. 5201 in the Lok Sabha 
on 29th March, 1947, are also noteworthy:-

"While ,ny restructuring of the banking sector, which is a de-
licate and sensitive sector would have far-reaching impli-
cations and repercussions, the proposed structure of the 
banking system as v~sualised by the Commission for a 
country like ours does not promise any significant 
improvement over the existing structure. On balance, 
Government have, therefore, decided not to accept the 
recommendations of the Commission regarding the 
restructuring of the banking system in the manner 
envisaged by them, Government have, however, taken 
note to keep under continual review the question as to 
what would be the most appropriate .,tructure. for the 
banking system within the existing constraints." 

3.52. The Committee note that under the Lead Bank Sch'cme, 
banks have fared bettcr in the districts in their ethnic areas than 
in the lead districts allotted to them in distant regions. The Com-
mittee also note that no changes in the allotment of districts under 
the lead bank scheme are contemplated by Government for the 
present. 

3.53. The Committee further note that Government have not 
aecepted the recommendation of tbe' Banking Commission on the 
restructuring of the banking system as they feel that the present 22 
banks structure is "not doing badly" and H they are marked 
"all kinds of compiicatiosn willI arise.". The Committee, would like 
Government to keell under review the question as to what would be 
the most appropriate structure for the banking system within the 
existing constraints and bring forward concrete proposals at the 
appropriate time to ascertain public reaction and parliamentary 
approval hefore effecting any major structural change. 

D. Credit Extension to backward, districts/orcas 
3.54. As indicated earlier, one of the objectives of bank nationa-

lisation was to stimulate growth and development of backward dis-
tricts/areas. The Committee enquired about the' special credit 
schemes undertaken for the development of backward districts/ 
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areas. The representative of the Department stated during evi-
dence that their approach had been to leave it to the district level 
consultative committees, set up by Lead Banks, in which there 
were representatives of the other financial institutions and district 
development authorities as to what type of schemes should be taken 
up for development of backward areas. 

3.55. It was also stated that to stimulate flow of investment to 
backward areas, the long term financial institutions· have, jn con-
sultation with the Department, undertaken a number of schemes 
including extension of credit at concessional rates of interest. on 
easy terms, etc. A. note giving briefly the features of schemes of 
these institutions as indicated in the Annual Reports of the Minis-
try, etc .. is give? at Appendix IV. 

3.56. Asked whether any guidelines were issued by the Depart-
ment for formulation of schemes by the long term financial insti-
tutions, extent to which they have stimulated flow of investment to 
backward areas and how co-ordination was ensured between these 
institutions and the commercial banks particularly lead banks, the 
representative of the Department stated during evidence that "The 
Industrial Development Bank of India is the apex institution for these 
long term institution. It is through the IDBI that instructions have 
been issued arid under the umbrella of the IDBI the schemes have 
been formulated". Regarding the flow of investment. to backward 
areas, it was stated that' 40 per cent of total assistance in the case 
of IDBI. 29 pex: cent in the case of IFC and 17.7 per cent in case of 
ICICI had gone tg the backward areas but "we do not have statistics 
about how much investment has been stimUlated in a particular 
area". As for co-orciination, the IDBI was stated to be co-ordinating 
with commercial banks in the field of long term financing. It was 
also stated that in the Bill ·recently introduced in Parliament for 
restructuring the IDBI "much more coordination is contemplated 
betw~en the commercial banks and the all-India financial institu-
tions both in regard to the operations in backward areas and also in 
regard to promoti9nal activities of the small and medium enterpre-
neurs". 

3.57. A learling Federation of Chambers of Commerce and Indus-
try, in their Memorandum and evidence before the Committee, 
observed that "Development of backward areas had attracted Gov-
ernment's attention quite some time back. The Planning Commis-
sion had appointed two committees to locate backward areas anti 
to suggest measures which would stimulate growth. However, sys-
tematic effort was not made' to foster development in backward 
regions and, as such, the problem today remains substantially the 

.IDBI, IFC, ICrr.:I, LIC, Unit Trust of India and J8 State Financial Corporations_ 
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1Jame as in the past". Apart from suggesting grant of adrti.tional in-
centives (i.e. stepping up capital grant given by Central Govern-
ment from 15 to 20 per cent, rebate in excise duties, etc.), they made 
the following two specific su'ggestions:-

(i) Definition: At present the lists of backward districts for 
interest subsidy from banks and those for State incentives 
and Central incentives were different. There should be 
a stanctard list for all these concessions. ' 

(ii) District Development Authority: For' quick d~velopment 
of backward areas, really ba,ckward pock~ts in a district 
should be picked up and they should receive concerted 
attention of all district authorities inclucfing banks, 
through a properly constituted District Development 
Authority. 

3.58. In regard to the definition of backward districts, the repre-
sentative .of the Department stated during evidence that for Differ-
ential Interest Rates Scheme they were following the list of back-
ward cUstricts, prepared by the Planning Commission which was 
based on the criteria· laid down by the Pande Committee Report 
(1968). There was another Wanchoo Committee Report which 

indicated what sort of incentives should be given for promotion of 
industries in backward areas. This list was slightly ttifferent. It 
was also stated to be possible that State Governznents might be 
having difterent lists of backward districts. 

-The following criteria Was recommended by the Pande Committee :--

(i) Districts outside a readius or about So miles from large cities or large industrial 
projects. 

(ii) Poverty of the people as indicated by low per capita income starting from the 
lowest to 2S per cent below the State average.-

(iii) High density of populAtion in relation to uti,1isation of rroductivc resources and 
. employment opportunities of indicated by :-

(a) loW percentage of population engaged in secondllry and tertiary activities 
(25 per cent below the State average may be considered as backward) . 

. (b) low percentage of factory employm~nt (%5 per cent below the Stare averaae 
may be considered as backWard). 

(c) non an<t/or un:\er utilisation of econom ic and nature1 ttSCUrces like minerals, 
forest, etc, 

Uv) Adequate availability of electric power or 1i1Cc:1i1l000 of its IIvailability within 
1-2 years. 

(v) Availability of transport Ind communication facIlities or likelihood of their avail-
ability Within 1-2 yeals, 

evi) Adequate availability of\vater or likdihood of availabi'lity ~urinI1-2 years. 
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3.59. As. regards having a District Development Authority, the 
representative "Stated that "The State Governments have develop-
ment organisation and it is a matter with which State Governments 
are concernecl So far as we are concerned, we propose to proceed 
through the district consultative committee". When asked whether 
to make banks responsible for development of backward areas there 
was need for any amendment to the Act, the SecPetary of the De-
partment stated that "There was no need for any change in Act. At 
the most methods could bechangerl." 

3.60. In this connection, the following extracts from the speech 
of Minister of Planning in Rajya Sabha on 15-3-1974 in the course 
of debate on the Resolution regarding Economic Development of 
the 'States and Union Territories in the Eastern Region are also 
pertinent: -

"I am one of the persons who insisted for the nationalisation 
of the banking industry in the country-I was very clear 
in my mind that we wanted these banks to function as 
an effective instrument for the 50cio-economic transfor-
mation of the country. Unfortunately the experience is 
sad. I have alrearly taken up the matter witl\ the Finance 
Minister, who is also seriously -looking into it. But I do 
agree that the banking institutions or the public finance 
institutions cannot forget that the social objectives as are 
accepted by the country have to be fulfilled and that they 
will have to operate on the same lines. If they are going 

.J 
to give some special privileges or some special cOl\~'essions 
to the monopolies. these disparities will not go-tht! Gov-
ernment is seized of the matter." 

The Minister of Planning also indicated in Rajya Sabha in reply 
to Starrett Question No. 591 on '21-3-1974 that the Government were-
re-examining the criteria pres<:ribed to identify the backward dist-
ricts or States. 

3.61. The Committee are constrained to observe that tho~h one 
of the objectives of bank nationalisation was to stimulate growth 
and development of 1taekward districtslareas, no special m"asures 
seem to have been taken by the nationalised banks in this direc-
tion The approach of the Department has been to lellVl' it to the 
district level consultative committees, set up in lead district's to 
take care of backward areas in the normal course, tbis being ". 
matter with which State Governments are concerned". 



3.62. While the Committee recognise· that the development of 
backward districtslareas is the main responsibility of the State' 
Governments, the nationalised banks have also been entrusted with 
a specific responsibility in this behalf. The Committee trust that 
at least now the Department and the lIaus would take concrete 
steps towards the fulfilment of this objective by formulating special 
bankable schemes for the development of backward districts I areas, 
hringing about suitable changes in their methods of operations, if 
na:cessary, as was agreed to by the Secretary of the Department. 

3.63. The Committee further find that certain measures have '>e('n 
taken by the long term financial institutions for stbnulating greater 
flow of credit to backward districtslareas under the umltrella of the 
Industrial Development Bank of India but these too do not seem to 
.have made much of impact as yet and the position remains substan-
tially the same as before. The Committee also note that the Govern-
ment is seized of the matter as to why there has not been the desiFed 
socio-economic tran;iormatiQ,D of the backward areas. The Com-
mittee would like the Government to examine in a comprehensive 
manner as to why the backward districts/areas have not made any 

. perceptible progress despite planning and developmental efforts 
during all these years and take effective measures to locate problem 
areas and plan an integrated developmental approach by all con-
cern.ed ag~cies for the improvement of these areas. 

3.64. The Committee further note that there are different Jists of 
backward districts for purpose of interest subsidy from hanks and 
other Central Government incentives. It is also likely that the State 
Governments may be having still a different list. They also note 
that the Government are re-examining the criteria prescribed to id-
entify the backward districts. The Committee hope that the backward 
districtslareas would soon be more precisely defined by "the Gover~­
ment .for the guidance of all concerned. 

3.65. The Committee would also like a ·special section to be devoted 
to the achievements of the nationalised banks in the matter of develop-
ment of hackward districts and areas in the Annual Reports of banksl 
Department. 

E. Differential Interest Rates Scheme 

3.66. In March, 1972 Government decided to introduce a Sche.rne 
of differential interest rates for implementation by the public sec-
tor banks, so as to help the weakest among the weaker sections of 
the community. Guidelines in this behalf were issued by the R.B.!. 
in June 1972 and the same were further modified in March, 1973· 

I 
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as a result of review of the working of the scheme. It was stipu-
lated to give advances at a concessional rate of interest of 4 per cent 
to people of low income groups in 163 backward districts (extenrl.ed 
to 265 districts in 1973). The eligibility criteria was that the annual 
income of beneficiaries shpuld not ~ceed Rs. 2000 in urban!semi-
urban areas and Rs. 1200 in rural areas which was subsequently 
rarned to Rs. 3000 & Rs. 2000 respectively in 1973. The amount of 
loan admissible was Rs. 500 for working capital and Rs. 2500 for 
other requirements. This was later raised to Rs. 1500 anrt Rs. 5000 
respectively. 

3.67. The scheme was designed to help the people of modest 
means engaged in agricultural activities, cottage and rural indus-
tries, indigent students, physically handicapperl; persons including 
orphanages and women's Homes and it was enjoined on the banks 
to take the following steps:-

(i) to ensure that the loans given were for productive pur-
poses; 

(ii) to extend guidance to borrowers in a nuinber of ways 
like proviSions of raw materials, marketing, etc.; 

(iii) to ensure that the borrowers were not exploited by 
others; 

(iv) each bank to select at least one branch in every 8 or 10 
branches from out of backwarci districts; 

(v) to ensure that a borrbwer was able to stand on his own 
within 8 period of 5 ye8fiS' (except indigent stu8ents)' and 
the concession was done away with thereafter; 

(vi) eac.h bank to lend under the scheme about ,1 to 1 per cent 
of its aggregate lending at the end of previpus year; anrt. 

(vii) each bank in its annual report to devqte a 'chapter des-
cribing its operations under the scheme, social benefits 
achieved, etc. 

3.68. The total advances given under the scheme amounted to 
Rs. 6.81 crores at end of September, 1973 (account Nos. 1.62 lakhs)-
with S.B.!. group Rs. 2.92 crores, Bank of BarO<ta Rs 82.51 lakhs, 
Syndicate Bank RI. 81.44 lakhs, Union Bank of India Rs. 60.30 lakhs 
and other banks ranging from Rs. 2.54 lakhs to Rs. 39.24 lakhs. The 
total advances constituted 0.13 per cent of aggregate lending of 
Its. 5337 crores of public sector banks at the end of Jun~, 1972 as 
against the target of lenning I to 1 per cent thereof. 
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. 3.69. The Committee enquired about the extent of implementa. 

tion of the above guidelines by each bank, numb~r of persons made 
viable, reasons for shortfall in lending and poor performance of 
certain banks. The representative of the Department stated during 
evidence that all the banks had implemented the guidelines except 
to the extent that they had selecteci one· out of four branches rather 
than one out of 8 to 10 branches for the purpose. Regarding via. 
bility, it was stated that "It is too early to be able assess this-even 
in the scheme it was mentioned that vitability should be reached 
over a period not exceeding five years". As regards reasons for 
shortfall in targets and poor performance of certain banks, it was 
sttateri that "this scheme started towards the end of September, 
1972 . and the identification of various centres, etc. took sometime-
some changes had to be made in the light of experience- Actually 
it. is only from March (1973) onwards that the scheme picked up 
tempo". As to the time by which they would reach target bf 1 per 
cent, the Secretary of the Department stated "The scheme ios a five 
'years scheme, we will reach it earlier". When asked whether all 
the intederl! category of persons were getting the benefit, he said" 
"That is the expectation". 

3.70. In their Memoranda to the Committee non.official organi-
sations have expressed the view that the scheme has not been of 
much help and banks were faced with the difficulties of high cost 
of operation and elaborate procedure to be complied with. It was 
'suggested that more. multi-service programmes shoulci: be under· 
taken for an economic and effective operation of the Scheme. 

3.71. The Committee note that though instructions for imple· 
mentation of the differential interest rates scheme were issued by 
Government in June, 1972, it was only fr~m March, 1973 that the 
scheme "picked up tempo". They also note that upto September, 1973, 
(Le., in 15 months time) a total amount of Rs. 6:81 OI'ores has been 
advanced by the banks under the scheme which constitutes about 
0.13 per cent of their aggregate lending in a year. The performance 
of most of the banks has been much below expectation. Even the 
target of lending 1/2 to 1 per cent of aggregate advances of banks 
every year under the scheme, which wns already low,_ had not beell 
·reached. -

3.72. The Committee are not happy with the progress made unuel' 
the scheme wJtich is ieslgned to improve the economic lot of the 
weakest among the weaker sections of society .. The Ccmmittee 
would like to be informed of the concrete .measures taken to ensure 
that the target of extending 1 per cent of aggregate advances to bene-
fleiarics in backward areas and those coming from the lower income 
groups is achieved 1n the current year. 



CHAPTER IV 

SECTOR-WISE OPERATIONS, SCHEMES AND 
PROGRAMMES 

A. Agricultural Sector 

(i) Gu.idelines and their implementation 

4.1. The agricultural sector was rather an unknown field to the 
traditional bankers with urban bias. After nationalisation, the RBI, 
.after a study of the existing policy and procedures. issued gUidelines 
on financ:i.ng of agriculture to the banks in December, 1970· enjoin-
ing on them inter-alia the following:- , 

(i) Banks should adopt an "area approach" and each bank 
should decide oJ? the "command area" it would serve to 
avoid any overlapping. 

(ii) Powers should be delegated to branch agents so as atleast 
80 per cent of proposals could be cleared by them without 
reference to the Central Office. 

(iii) Branch agents should work out rational scales/norms of 
finance for various crops grown locally. 

(iv) Where scales had been worked out, margins and mortgage 
security should not be insisted upon. 

(v) Preliminaries should be completed well in advance and 
funds disbursed at the right time of crop season. 

(vi) Repayment schedule should coincide with sale of produce. 
(vii) Small farmers (with land between 2.5 to 5 acres) should 

be identified and credit schemes supported by technolo-
gical advice so as to make them viable farmers, commenc-
ing operations from areas where Small Farmers Deve-
lopment Agencies had already identified such farmers. 

(viii) 'Effective machinery for post credit supervision should be 
set up at the Head Office to judge implementation of poli-
cies, understand problems and lacunae in the field and en-
sure timely recoveries. 

---_._-------_ .. _---
-r'iJc RBI Circular letter ,:etcd 1he 16th Dec(ml-Cl, 1970. 
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(ix) Branch agents in a centre/area should remain in touch 
with cooperatives to avoid overlapping for working out 
common norms and scales, etc., and also keep informed 
of schemes of Agricij!tural Refinance Corporation. 

4.2. It was also stressed on the banks that their efforts should 
be .so directed as to achieve the following objectives:-

(i) Move cultivators to a higher technological plane of activity, 
particulary marginal and potentially viable farmers by 
assisting them in adoptioQ. of improved package of prac-
tices. . 

(il) Investments should result in a better input-output co­
efficient and higher incremental income by ensuring lend-
ing for discernibly productive purposes. 

(iii) Making credit available at the right time and in adequate 
quantity. 

(iv) Inculcating banking habits in cultivators by linking de-
posits to credits. 

(v) Moving into more difficult areas and also consolidating 
pos\tion of recovery by old loans. 

Impleffl€ntation 

4.3. The Committee enquired about the extent of implementation 
of the above guidelines by each of the banks as well as the achieve-
ment of the objectives and the following position emerged: 
..". .• 
(i) Area Approach: 

Upto March, 1973 a total number of 6870 villages had been 
adopted, with the State Bank of India group alone hav-
ing adopted 3690 villages through their 124 Agricultural 
Development Branches opened so far in the country. 
Other banks were stat~d to be "watching the .results of 
these branches and they- were also adopting the villages." 

In regard to the result of SBl's experiment, it was stated that 
"the. result is satisfactory. Wherever agricultural 
branches have been opened by the State Bank, there 
has been considerable enthusiasm in the locality". Ask-
ed why the other banks were not adopting this method 
since the results were satisfactory it was slated "it may 
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not be possible for all the nationalised banks to go in for 
such a large number of intensive agricultural branches-
they are certainly going to intensifY their operations in 
certain areas. But they may not exactly follow the way 
of the SBI". 

(ii) Delegation of pO~s: 

It was stated that "Now, most of the banks have delegated 
powers to their branch officers, so that they can sanction 
all loans covered under the Credit Guarantee Scheme, 
i.e., (short term . loans upto Rs. 2500 and medium term 
upto Rs. 10,OOO)-From the figures which we have from 
the RBI at the end of March, 1973. we find that 79 per -cent 
of the farmers who have been granted short term loans 
by the public sector commercial banks own upto 10 acres 
of land and' 62 per cent own upto 5 acres of land. So, 
this would show that most of the loan amounts in these 
rural branches are in respect of farmers with small land 
holdings. It is only in case of bigger farmers requiring 
larger amounts of loans that the proposals have to be re-
ferred to the next higher authority. The emphasis was 
on clearing 80 per cent of the proposals. This has been 
largely done". 

{iii) Working out scales/norms: 

It was stat~d that the matter was discussed regularly at the 
District Consultative Committee meetings and "Now, the 
practice.1s fo; all the financing' ag~ncies in a particular 
area to reach a consensus about the rational scale of 
finance". 

(iv) Margins and Security: 

In case of short term loans upto a certain limit banks were 
stated to be not insisting on any margins or mortgage 
security but giving, loans on personal guarantee of bor-
rower or hypothecation of standing crops. 

(v) Timely disbursal: 

The representative stated that "This has been done always 
and is also being done now". When pointed out that there 
was a major complaint that though loans were applied for 
in time, they were granted six months latcr when the 
crop sea"son was over, he said "The experience of the 
branches has been that th~re are farmers who have taken 
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loan from a cooperative bank-they try to conceal the 
fact-The bank tries to get the information from the So-
ciety. So, there is delay. If everything is otherwise OK, 
we do not see any·reason why a loan proposal-should not 
be cleared within a month or six weeks". He, however, 
agreed to ascertain the actual position from banks and 
go into the matter. 

(vi), R,payment coinciding with sale: 

This was stated to be done invariably. Farmers were given 
"about one month's time or six week's time before the 
end of harvest and the ~ate of repayment." 

(vii) Consultancy Service: 

The representative stated that "We must admit that consul. 
tancy. service is not working uniformally in all the areas 
but it exists in all the branches-This service is available 
to the small/marginal farmers both from the Government 
agricultural exten~;iol1 agency (under Block Develop-
ment Officer) and from the commercial banks where they 
have' adopted the villages." 

Asked whether Branch Managers were members of the Block 
and District Development Committees it was stated. "It depends 
upon the Block Development Officer whether he calls the local 
branch manager or not. We do not think that this is being follow· 
ed all over the country". When suggested that this should be done 
to avoid any duplication in consultancy/development work, etc., 'the 
Secretary said "We wish the State Governmen?.; would agree to 
make the local branch managers members of this Committee. Usual· 
ly, they do not ....... '. The State Governments never say 'No'-
Apart from meetings (of regional consultative committees), the 
Finance Minister has written a formal letter to all the State Chief 
Ministers". 

(Viii) Machine-ry for post~redit supervision: 

This was stated to be "now being done by the banks". 

(ix) Coordination with Co.operatives: 

It was done "through Lead Bank Coordination Committees". 

(x) Linking depOSits to credits: 

It was stated' "This is attempted by all the branches t~ouJ!b 
not made a condition for sanction of loan." 
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(xi) Moving into more difficult areas, consolidating recovery 
position, etc. 

The recovery of agricultural loans was stated to be "50.7 per 
cent as at end of June, 1972, In some States, the re-
~overy, wa,s good, in others it was very bad." 

4.4. The Committee regret to note that the progress in regard to 
the implementation of the various guidelines _ for agricultural finance 
has been slow and tardy. Under the strategy of area approach. out 
of 8 total of about 5.67 lakhs villages in the country, only 6870 villages 
had been adopted by the banks, that too mainly by the SBI group. 
Powel'5 to the extent envisaged do not seem to have been delegated' 
to branch managers, with tbe result that there are delays in san-
ction and disbursement of loans. Credit norms fo~ various crops' 
have not been worked out precisely Ity branch managers and the' 
consultancy service to the small farmers is available to a limited 
extent only. 

4.5. The Committee cannot help feeling that though the guide-
lines on financing of agriculture issued by the RBI in 1970 indicated'-
tbe strategy to be followed by the banks in this regard; there ap-
pears to have been DO adequate follow-up 1'0 ensure their imple-
mentation. Had this been done, the progress in agricultural fin-
ancing would have been much better. The Committee trust that 
atleast now, the DepartJnent would closely follow-up the imple-
mef1tation of the various guideHnes by each bank. ;ascertain the 
difficulties, if any, in implementation So as to take immediate re-
media~ measures and ensure sustained progress in this regard Ity 
periodical stock-taking of the position. The Committee attach 
particular importance to making credit available at the right time 
of crop season and linking its repayment to the sale of pro-
duce. 

4.6. The Committee also note that the efforts of the Department 
to make Branch Ma~gers members of the Block and District Dev-
elopment Committees in all the States have not yet met with uni-
form success. They feel that the association of the representatives 
of local Banks with these Committees may be helpful to the Banks 
in understanding better the development problems of the area. 
The Committee recommend that the matter should continue to be 
vigorously p1lr.sued at the highest levels with the State Government 
authorities so as to secure eflectlve participation of the Bank at the-
grass root level. 
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4.7. The Committee are conterned to note that recovery of ag-
;riculture credit extended is only to the extent of 50.7 per cent. 
'The Co~mittee see no reason why this cannot be improved upon 
by more efficient linking of recovery with the sale proceeds 
of products by benefieiariel and a more careful scrutiny of appli-
cations at the intial stage and • closer follow up tJ11 the money 
is recovered. 

(ii) Schemes and Programmes 

4.8. Banks credit is being provided to the agricultural sector in 
the form of (i) direct finance to the farmers and (ii) indirect finance 
to the dealers for distribution of fertilizers and other inputs, i.e., 
advances given to State Electricity Boards for rural electrifica.tion 
.and energising tube wells; loans given to dealers of pesticides and 
.pumpsets and loans through primary credit societies, etc. 

4.9. Different schemes have been evolved by the banks for this 
purpose to suit the areas of operation. Apart from the ATea ap-
proach scheme, under which villages are adopted for intensive assist-
ancei group guarantee scheme under which groups of farmers and 
share croppers are financed on the guarantee of each other and 
scheme of financing primary agricultural credit sot'ieties, there are 
a number of other special schemes which have been introduced for 
small farmers to enable them to improve their production a.nd to 
adopt new methods of agriculture. Salient features of some of these 
schemes are given below:-

Scheme 

Mc(~ium term 
loan 

Purpose 

2 

Purchase of 
improved seeds. 
fertilisers.rest ici-
,l.es etc. . 

Instalment of 
pumping Ret, 
purchase of 
tractor, sinking 
of well 

.Minor schemes Animal husban-
dry, poultry,. 
fishery, pilgery, 
dairy etc. 

Terms of security/Extent of loan 
repayment 

3 4 

Given agaill8t hy- 7S to 90 per 
pothecation of stanc- cent of total 
ing crops With one cost of inputs. 
or two suretie~ 
and mortgage of 
lo.no where ne-
cessary. Repay-
able in I2 months. 

Given IIgainst hy-
pothecation of 
assets acquireo 
lind mortgage of 
land. Repayable in 
3 to 7 years. 

75 per cent of 
total investment. 
In exception-
al cases up to 
100 per cent 

Give against hv- 75 per cent of 
pothecation of goocl.s totll cost. . 
equopment acqui-
red. Repayable in 
5 years. 

Interest 

5 

91· to II 
. per cent. 

9 to II 
per cent. 

9 to II 
per cent. 



---------------------------------------
I 

Cuitom 
service 

-!------ 4 

For agricultural::, to 7 yean 
Graduates and 
Blllinccn to 
set up qro-
service centre •• 

7' to 8, per 9 per cent 
cent ot the and above 
coat or more dcpi:nding 

(in special cases) on Bank 
rate. 

------,--------
4.10. The 'direct finance' given to agricultural sector increased 

from Rs. 40.21 crores (account Nos. 1.60 lakhs) in June, 1969 to 
Rs. 297.86 crores (account Nos. 12.46 la.khs) in June. 1973. The 'in-
direct finance' increased from Rs. 122.09 crores (account Nos. 4461) 
in June, 1969 to Rs. 170.83 crores (account Nos. 1.24 lakhs*) in June,. 
1973. The Committee enquired whether any appraisal had been 
made to find out the impact of this credit by way of addition to agri-
cultural produce, _how many small I marginal fanners had been made 
viable and which of the banks had shown poor performance. 

4.11. The representative of the Department stated during evid-
ence that "I am afraid such appraisals have not been attempted so 
fow:-. These have necessarily to be made on micro basis, taking cer-
tain selected areas. To our knowledge, this has not been done by 
any institute." When asked whether they proposed to undertake 
any such study, it was stated that so far as SFDA/MFAL programmes 
were concerned some studies were being undertaken by the Minis-
try of Agriculture through the Progra,mme Evaluation Organisation 
,of the Planning Com~ission and the R.B.I. 

4.12. Regarding bank-wise performance, it was stated that "we 
do keep a watch on the performance of all the public sector banks 
in the field of priority sector advances-it is a bit premature to accuse 
one bank at the expense of the other about their performance and 
there have been historical reasons for this. For instance, banks like 
Canara and Syndicate-had started much earlier to finance the mid-
dle class sections-and the number of accounts was much higher 
at the time of nationalisation of these banks than in the bigger banks 
(like Punjab National Bank). It will take sometime for the bigger 
banks to come upto the standard-We are constantly urging all the 
banks to extend their agricultural finance to the small and mar~inal 
farmers more and more and this is being largely done". The Com-
mittee also asked for similar information in regard to other sectors. 

-----.------'-'-~-----_._--
.In rePl'('\' to <1ia"roDordonatc rile in the account number. of inc'.irrct financr, it 

Was stated that" PrevioUllly banks used to RiVe lIS the c'.ata accordin:; to the number of 
socictie_Now they are giving us the totaTnumber ot membership". 
441 LS-5 ' 
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Regarding small scale industries they were informed that "Roughly, 
on an average, Rs. 100 crores of additional advances were made avail-
'lble annually-on assumption of an average of four times the turn-
over roughly, this seems to have contributed to Rs. 400 crores of 
production". In regard to . professional/self-employed sector and 
other 'sectors, it was staten that "We have no data". 

4.13. In this context, the Committee were informed by an emin-
ent non-official that "some of the individual Branch Managers in 
some places a·re doing that (i.e., keeping data on addition to net value 
Qf output). Atleast, one of the banks, I know in the Eastern Sector 
is collecting some data about the position of output before and after 
the commercial banks came in". 

4.14. The C.ommittee n.ote that different scbemes have been evo-
lved hy the vari.ous. banks for credit aSI!Jistance t.o the agriculture 
sect.or. The C.ommittee need hard'iy empbasi1le the importance .of 
rapid expan"i.on .of credit t.o the a~culture sect.or .on which the 
wh.ole ec.onomy .of the c.ountry and well-being .of the p~ple rests. 
They rec.ommend that the w.orking .of all schemes ev.olved by banks 
f.or meeting credit requirements .of this sed.or sh.ould be reviewed 
lty an expert gr.oup with a view f.o enlarging/m.odifying their Sc.ope 
and initiating new schemes in fields like min.or irrigation/tube wells. 
area development, etc. for increasing the credit assistance t.o this 
sector. 

4.15. The Committee als.o n.ote that n.o appraisal has S.o far been 
made t'o' ascertain the impact of bank credit by ~ay .of additi.on to 
net value of .output the number of small/marginal farmers and 
other beneficiaries made viable. ct<'.. which are the ultimate .o~jec­
tives .of these credit as!ristance ~chemes t.o weaker secti.ons .of society. 
The' Committee reco~mend that', after a study .of the P.osition of 
data kept in certain eastern bank branches in this behalf, the Depart-
ment sh.ould issuc suitable instructi.ons t.o "'anks for the c.o1Jection 
and maintenance of inf.ormation about' these vital aspects as weU 
as .other socio-ec.onomic beneftts accming- t.o an area as a result .of 
the bank credits. The data thus c.ollected, sh.ould be highlig-bted In 
a cons.olidated manner in the Annual Rep.orts of the Banks and of 
the Department. 

4.16. ThE- Committee als.o n.ote that due to hist.orical reasons, the 
perf.ormance .of s.ome of the banks in lending- to agriculture 8nd 
other priority sect.ors has been hettcr than the other banks. They 
hope that by a periodic review of bank-wiSe performance in this 
regard. the Department W.ould take suitable measures t.o bring about 
significant improvement in the achievement .of all the banks at an 
early date. 
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4.17. Certain other features came to the notice of the Commit.. 
tee while examining agricultural advances. These are discussed in 
subsequent paragraphs. 

(a) Advances mainly given fC!.T plantations in certain' State. 

In West Bengal, out of total advances of Rs. 87.20 crores given 
for agriculture sector a6 at end of June, 1972 (all commercial banks) 
Rs. 68.82 crores had been given for plantations and the remaining 
Rs. 18.38 crores' only were given for other weaker sections of agri-
cultural sector. This was explained as due to concentration of tea 
plantations in West Bengal; 60 per cent of which were stated to be 
weak. 

(b) Advances mainly given in Capital towns of St«tes 

In West Bengal, out of total advances of Rs. 87.20 crores as at 
end of June, 1972, Rs. 79.71 crores had been given in the city of 
Calcutta.. Similarly, out of Rs. 26.16 lakhs given in Himachal Pra-
desh, Rs. 19.44 lakhs were given in Simla; out of Rs. 54.89 crores In 
Maharashtra, Rs. 19.11 crores were given in greater Bombay and out 
of Rs. 53.57 crores in Tamil Nadu, Rs. 24.48 crores were given in the 
city of Madras. This was expla.ined as due to the head offices of 
most of the Banks being located in Capital towns. Further, indirect 
advances given to State Electricity Boards, etc. were also there. 

(c) Loan.'l getting d.iverted to big fa~rl 

At the Finance Minister's meeting with the Award staff held in 
January, 1973, the representatives of the bank'S expressed the view 
that even among the recipients of credit in priority sectors, big far-
mers and pople with larger means had been preferred or--a large 
proportion of credit was going to monopoly houses. Asked whether 
they had enquired about this, the representative of the Department 
stated that this was not a fact. In the Boards they got return about 
this and were keeping a const,llnt watch whether the bank advances 
were going more to smaller farmers or not. It was a]so stated that 
at the end of March, 1973, 40 per cent of all farmers who received 
short term loans from public sector banks, had land holding of 2.5 
acres and those holding land upto !} acres were 62 per cent. When 
a holding-wise break up of tota.l number of farmers in the country 
(i.e., those holding land upto 2-112 acres, between 2-1)2 td 5 acres 
and above 5 acres) and percentage of total credit given under each 
group was asked for, it was stn.ted in a post evidence note that the 
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Ministry'of Agriculture had stated that thls data was "being compil-
ed by each StatelUnion Temtory under the Agricultural Census 
Operations-However, even this data, when ::wailable, would not 
give the number of farmers operating the holdings". 

4.18. The Committee also enquired whether proper llS~ of the 
funds by the recipients in the agricultural and other sectors was en-
sured. ' It was stated that each bank wo,s now required to give to 
the RBJ., in their Basic Statistical Returns, a break-up' of the 
purpose for which loans had been given. In the first year, there 
had been some cases ofjm1;lroper use of advances and frauds by, 
the dealers of pump sets. "We have issuerl instructions to all the 
Commercial Banks that no loan should be given to a farmer through 
an intermediary. Seconci.ly, the Field Officers of the banks are now 
going and illspecting the land-the supervision over the end use of 
loans has been much more intensified." 

".19. The Committee n,')te that in certain States like West Beng'al 
'.npe~ cent of the .agricultural advances have been given for tea 
plantations. etc. "They feel that such lal'~e scale extension of ad-
vances for tea ~ardens cannot be regarded as a help to weaker sec-
tions. While the Committee have no objection to financial assist-
ance being made available to any sectiol1 in national intcrest thev 
feel that there should be coned c1Msifi("9tion in respect of such 
advallt!es so as to facilitate' proper evaluation of the lending actlvi-
tie'! of the banks. Similarly the advances ~ven in the capital town'! 
of States should also be properly clas.c;ified in the district-wise clas-
sification. 

4.20. The Committee were also assure" that the Boards of Direc-
tors of the haw were keeping a constant watch that the ag'ri~ul­
tural .dvallces mainly went to the liImall farmers. They hope that 
the Boards would ensure this a'! well as the pro1)er usc of funds by 
the beneficiaries through periodic assessment of position in this be-
half. ' 

(iii) Inter-Institutional relationship and co-ordination 

4.21. The importance of properly co-ordinated institutional frame 
-work for rural finance needs no emphaSis . ...--... 

The Committee unr1!erstand that at the meeting held with the 
Chief Executives of banks in January, 1973, the Finance Minister 
in.ter alia observed that "He had not yet succeeded in getting the 
State Governments to enact legislation based upon the Model Bill 
recommended in the Talwar Committee Report (1970) -- to avoid 



frequent resistence to the entry of commercial banlG in the agn. 
culture field monopoliseci; by the Co-operatives". The Committee 
tmquired about the latest position in this regard ~nd . whether 
the banks were still encountering resistance from Cd-Operatives or 
other institutions. 

4.22. The representatives of the Department" stated during evid" 
ence· that "So far only five States (i.e., West Bengal, Madhya Pra-
desh, Haryana, U. P. and Himachal Prac\esh) have enacted the leg-
islation. Apart from legislation, there are other measures suggested 
by the Comittee ~like giving land alienation rights to tribal culti-
vators, making equitable mortgage permissible in more areas, ex-
emption from payment of stamp duty, recovery of arrears by State 
Governments, etc.) which we are following with the ditferent State 

. Governments--we hope that by the end of this year, a majority 
of States will be able to enact this legislation." As regards giving 
alienation rights, it was stated that in West Bengal they had passeft 
a .legislation that any tribal could mortgage his land in favour of 
commercial banks and get loans. Bihar had done it .partially (in 
Chhota Nagpur area) but all States han not yet done it. Regarding 
equitable mortgage, it was stated that in most of the States (like 
Bihar, West Bengal, etc.) they had extended the benefit of equitable 
mortgage to sub-Divisional Headquarters. In regard to exemption 
from stamp duty, it was stated that most of States had already done 
up to Rs. 5,000 to Rs. 10,000. The difficulty in this regard is that 
"each State Government is giving exemption from year to year basia 
and not permanently--We are pursuing this matter ·with different 
State Govern.,nents". Recovery of arrears by State· Governments 
was being done in 5 States only where Model legislation had been 
enacted. 

4.23. Regarding resistance from Cooperatives it was stated that 
"The position has changed, over the years. When commerci~ banks 
first entered the field of agricultural credit, there was a lot of re-
sistance from the Ceoperatives. The Coo~atives of the country 
have now definitely realised that they will have to coo-exist. with 
the commercial banks--in terms of national policy, the primary 
role for disbursing agricultural credits will rest with the cooperative 
sector--the commercial banks have to go to those areas only 
where the Co-opative banks are weak and defunct or virtually dis-
solved, in consultation with the respeetive State Governments." 

4.24. The Cooperative structure (Le. Co-operative ,bank and 
Land Development Mortgage banks) was stated to be strong in 
States like Gujrat, Tamil Nanu, Kamataka, Punjab and Haryana 
but in the eastern States (especially West Bengal, Bihar and Orissa) 
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the overdues were very high and they were not working satt»-
factorlly. The Department of Cooperation and the Ministry of Agri-
culture and the RBI were taking steps to strengthen the Cooperative 
structure in these States by giving rehabilitation asststance, re-
viewing their working etc. In regard to the position of audit of 
accounts of these societies, it was stated that in States like Tamil 
Nadu and Karnataka this was being rl.one regularly but in some 
othe!- States they were in arrears. 

4.25. The Committee were also informed that in areas where the 
Co-operative structure was weak, the commercial banks were fin-
ancing primary agricultural credit societies. This scheme was al-
ready in operation in some States (Uttar Pradesh, Andhra Pradesh, 
Madhya PraC\~h, Haryana, Karnataka, Orissa, West Bengal, Bihar, 
J & K and Maharashtra) and it was intended to extend it to other 
States also. Further in pursuance of the recommendations of the 
National Commission on A~Ticulture, 13 Farmers Service Societies 
had recently been organised in· six States (Bihar, West Bengal, U. P. 
Karnataka, Manipur and Tripura) for servicing small anrl! marginal 
farmers aru:t the commercial banks were taking a leading role in 
financing these primary societies also. 

4.26. The Committee enquired if any other changes were envIs-
aged in the financial infra-structure in rural areas as a result of ex-
perience gained. They were informed that the Banking Com-
mission as well as the National Commission on Agriculture had sug-
gested combining of the Agricultural Refinance Corporation and 
the Agricultural Finance Corporation"', which were also operating 
in the rural areas, but Government harl. not accepted it as their 
roles were quite different. Other recommendations of the Banking 
Commission for setting up of rural subsidiary banks by commercial 
banks in States where the Co-operative structure was weak as well 
as of transferring responsibility of Co-operative banks from States 
to the Central sphere have also not found favour with the Govern-
ment. In regard to the latter, it was stated that there was resistance 
from the State Governments and the Department of Co-operation at 
the Centre to this proposal anrl. that "there were no coordination 
di1fl.cul ties." 

4.27. When asked whether they had studied the pattern of one 
man service branches in Japan, where the man at the spot goes 
------------_._---------

*It was st at ett thatlhe ARC Was a statutory hoeS With 75 per ctnt oUts shans bdr:g hdd 
by the RBI. It was refinancing agric1tural development prcgrammcs of all the ban~8. 
Whereas the A.F.C. a Company Was a consortium of 36 com~erclal ba~ks an~ (Xllmme,l. 
project cases as \fere reterre(I, to iI by these banks. It also prOVIded technIcal assIstance to 
State Governments. 



with the mOlley, gives loans to agriculturists accordiflg to require-
ments and again goes at the time, of harvest and collects loan with 
interest, the representative of the Department stated that "we do 
not know what was done in Japan-in the circumstances in which 
we find ourselves, I do not think this Is going to be a great success". 

4.28. The Committee are concerned to note that though as far 
as back as 1970, the Talwar Committee made, a number of Sugges-
tions to facilitate operations of commercial banks a rural areas and 
avoid any ronftict with the Cooperative hanks already fundionin, 
there, there has Htm little progre.ss so far towards their implementa-
tio!,. They are unable to understand why the State Governments, 
parti~ulai1y thOSe where the Co-operative structure is w~ak, should 
not weJtciome ihese deSirable reforms and implement t'h ~m, The 
Committee would recommend that the Department should emphasise 
the urgency of these reforms on the State Governments through 
the various forums, including the meetings of Regional Consulta-
tive Conunittees, etc.,. and ensure their implementation within a 
set time-limit. 

4.29. The Committee also note that the Cooperative banks struc-
ture is weak in a number of States, particularly in tbe eastern 
States and steps are being taken to strengthen it as well as to sup-
plement their efforts Itv direct financing of primary agr~cultural 
credit societies, etc. by the commercial banks. They also note that 
no significant changes in the existing rural financial infra-structure 
are envisaged by Government at present. The Committee would 
however, like to stress that commercial banks should profit from 
the experience of cooperatiVe banks which have been working in 
agriculture field for a number of years in order to ensure that sound 
practices which are in the interest of farmers and banks are a.dopt-
ed while those which have led to such a large incidence of bad de-
bits in States in the eastern region are avoided. 

'-3&. The Committee would also suggest that the Department 
should ensure that there are cordial relations and full coordination 
between the various financial agencies operating in the Dgricult~ral 
sector, by a periodic review of the position. 

4.31. Th'e Committee further recommend that a study of the 
working of financial insCitut~ in the agricultural seetOll' in Japan, 
particularly their one man service branches should be made by the 
Department with a view to benefit by their experience and making 
suitable changes in our own rural financial infra-structure arrange-
ment. 



Other Suggestions 

4.32. The Committl , would also like to make the followinl oth~t 
suggestions which wet"e agreed to by the representatives of the De~ 
partment during evide~e: 

(i) Issuing Pass Books of Land Records 

To facilitate giving loans speedily, the idea of issuing pass books 
to farmers containing full record of the land owned by them, should 
be vigorously pursued with the State Governments. Accordi. to 
the information available, ()nly Madhya Pradesh Government was 
.s;tated to have started this experiment. The Secretary of the De-
partment agreed that "the idea is attractive. We h~ve everything: 
at one place-all the rele,vant details regarding the borrower." 

(ii) Rural Branche-s to maintain records of agricuLturists Of the area 

All bank branches ill the rural areas should maintain a register 
~ving such particuiarsjdata of" agriculturists of the area village-wise 
as would enable them to have an idea of the total credit needs of 
that area, the capacity of an agriculturist to take a loan and return 
it with interest' after the harvest etc. The representative of the 
Department stated that some such reco~ds were being maintained 
in respect of villages adopted by the banks and the co-operative 
banks were also maintaining records by way of a "a normal credit 
statement". The Committee would like the Department to examine 
this matter in a comprehensive manner in consultation with State 
Governments, if necessary, and issue detailed instructions to the 
banks in the matter, 

(iii) Loan Account Pass Books 

The scheme of issuing loan account pass "books to the borrowers, 
as is prevalent in the Indian Overseas Banks, should be introduced 
in all the banks .. 

(iv) Loans to Adivasi tribal eultivators 

Commercial banks should be allowed to give loans to Adivasi 
tribal cultivators in States like Madhya Pradesh, Orissa, Andhra 
Pradesh, Maharashtra, where they constitute a .sizeable population 
and other States on the same "contract" basis as was being done" 
by cooperative banks. 
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tv) Loans to cane-growers em the guarantee oj sugar factories 

To facilitate grant of loans to sugar cane growers, the dired 
tie-up artangement between the sugar mills and sugar cane·grow-
en, which exists ill certain States (like Andhra Pradesh, TamH 
Nadu, Rajasthan) thay be extended to other States also (like Bihar, 
Punjab, U.P.). The possibility of extending this arrangement td 
khandsari field may also be considered. 

B. Small Sc:ale Industries Sector 

4.33. The Committee were informed that no guictelinC$. had been 
issued by Government for lending to the small scale industries "as 
this sector has been constantly under review of the All India Small 
Scale Industries Board" and ever since 1958, the programmes 
had been given "a goO<i,I specific thrust" by the Central and State 
Governments as well as the State Bank of India. 

4.34. The bank credit to this sector which stood at Rs. 251.10 
crores (account Nos. 50,850) in June, 1969 increasert to Rs. 645.86 
crores (account Nos. 1.59 lakhs) in June, 1973. 

4.35. The Committee note that the Banking Commissjon in their 
Report (January, 1972) had pointed out various lacunae in the 
banks lending to this sector and had inter-alia made the following 
suggestions: -

(i) Credit should be given with an eye on its end-use. 

(ii) Interest rates-'should be macte more reasonable by reduc-
ing cost of operations, etc. 

(iii) There should be a complete re-orientation of attitudes from 
security-based to need-based financing. 

(iv) There should be non-financing multi-service agencies for 
provir\'ing package of assistance to new entrepreneurs. 

(v) There should be no undue delay in disposal of loan appli-
cations and they should be time bound. 

4.36. The Committee enquired about the action taken by Govern-
ment on the above suggestions. The Secretary of the Department 
stated during evio:ence that these had been accepted but Govern· 
ment instructions had not yet been issued. After the case was re-
ceived from the Cabinet Secretariat "we will issue guidelines to 
all the banks in the course of the year". He also admitted that 
"Today one of the diffivculties of the small units is that servicing of 
them takes too much time--If complete information is given, ap-
plication s1l.oulO! not be delayed for more than twa months". 



4.37. When pointed out that there had been cases when entre-
preneurs from foreign countries with foreign exchange had come 
to the country for establrshing small industries but they had to run 
from office to office to get clearance and did not get any encourage-
m!!nt, the representative of the Department agreed to look into the 
cases and added "it cannot be said that banks are not doing anything." 
The Committee were also informed that the Department did not en-
visage any difficulty in meeting the Fifth Plan estimated additional 
credit of Rs. 1050 crores from Commercial banks, for creating 
about 1.5 lakhs more jobs in the Plan. 

4.38. For improving flow of credit to this sector, the non~fticial 
organisations in their Memoranda to the Committee· had also made 
a number of points which are summed up below:-

(i) To serve as catalytic agents, consultancy service Centres 
should be'set up jointly by nationalised. banks, RBI and 
lOBI. 

(ii) There should be Local Advisory Boards at District level 
with representatives of different sections of society 'to 
watch proper distribution of credit. 

(iii> Increased credit should be made available to handloom 
weavers through their primary and apex c~perative 
societies. 

(iv) Security & Margins: 
<a> Security: When primary tangible security is available 

for working capital no collateral or third party guarantee 
should be asked for. 

(b) Margins: Banks were demanding a margin of 50 per 
cent for term lending which needed to be brought down 
to 20-25 per cent. Further, margins retainecl by various 
lending institutions sho\lld be uniform. There was a 
case for reviewing the matter so as to increase term 
loans. 

(c) Rate of Interest: Rates of interest chargeci by State Bank 
of India, Nationalised banks and State Finanical Cor-
porations'Should be uniform. 

(d) Service Charges: No service charges should be levied 
and banks should follow the practice of the State Bank 
of India in this regarft. 

(e) Financial Partici~tion: Schemes for participation of 
banks in the capital of small scale industries should be 
worked out and introduced on a pilot basis. 
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(v) It was also submitted that a special class ot guarantors bad 

come about who regularly provided guarantee to baw on 
bebalf of small scale unhs on commission basis. 

4.39. The representative of the Department stated during evidence 
that Guidance Bureaus had already.been set up by some banks (State 
Bank of India, Bank of India, Punjab National Bank, Bank of Baroda, 
etc.) in collaboration with the I<'erteration of Associations of Small 
Industries in India and that they could "only supplement" the 
efforts of Government agencies and the private concerns. Consulta-
tive Committees already existed at State and District levels to en-
sW'e proper distribution of credit. A high level committee hart; 
recently been set up under the Chairmanship of Shri Sivaraman to 
go into all the problems of handloom industry including its credit 
aspects. 

4.40. As regards security and margins, it was s1:4ted that the 
thirl'\' party guarantee was not now insisted upon; margins were now 

_ generally upto 20 per cent; uniformity in rate of interest might not 
be possible as the methods of raising resoW'ces by banks were 
different, nor was financial participation feasible as most of the 
small units were of unlimited lia.bility character. As regards ser-
vice charges, it was stated that the State Bank of India, which was 
also doing treasury functions on behalf of Government and had the 
largest resources, was expected "to no something more for less 
developed. classes than the other banks". It was also stated that 
the service charges of other banks were not more than 1 to 2 per 
cent. When pointed out that 2 per cent was 'high, the Secretary of 
the Department agreed that 'it should be between 1 to It pe!' cent." 

4.41. In regard to the prevalence of special class of guarantors 
working on commission basis, it was 'Stated that they had issuerl. 
instructions that no loans should be' given with insistance on per-
sonal guarantees, When pointed out that in so.me places the bank 
staff indulged in these practices and had their people, the Secretary 
of the Department stated "That is true, This is a question of cor-
ruption-This is a case for strengthening our Vigilance Organisa-
tion". 

4.42. The Committee note that unlike other priority sectors, no 
guidelines have been issued hy Government for lending to the 
small scale industries laying down clearly the principles and the 
strategy for riving of bank credit to t,his sector. The Committee 
regret to note that although the Banking Commission in their report 
in January, 1972, had pointed out various IHunae in giving bank 
credit to the small scale industries sector and had made important 
suggestions like reducing cost of operations, re-orientation of atti-
tudes no instructions have so far been issued in the matter. The 
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debay of over two years in . implementing recommendations of a, 
high~powered Commission is a sad reflection on the working of the 
Government. Departments. The Committee would like Government 
to finalise their decision and issue the nC(:essary instructions to the 
Banks in this regard. 

4.43. The Committee also note that unduly long time is being 
taken by the banks in processing loan applications of small entre-
preneurs and there are delays and difficulties in the clearance of 
proposals by other concerned agencies even in respect of cases 
where foreign exchange or help from the banks is assured. Besides, 
there are deficiencies and draw-backs in the existing methods of 
security, margins, gualiultees. intercs.t rates., service charges, etc. 
The Committee recommend that the Department should examine aU 
these aspects in a comprehensive manner, in coordination with the 
Small Scale Industries BoardlDepartment of Industries and there-
after issue detailed guidelines to banks and. all other concerned. 

4.44:. The Committee ,are also very mUCih concerned with the 
availability of finance to the handloom sector which provides ex~ 
tensive employment opportunities to weaker sections of society in 
rural areas. They note that Siva raman Committee is examining at 
present the credit problems of the handloom industries (Including 
traditional handlooms) and desire that this Committee should ex-
pedite its recommendations. The Committee would like Govern-
mentlBanks to examine these recommendations 011 receipt without 
loss of time so as to evolve comprehensive guidelines to meet the 
genuine financial requirements of the artisans working in the hand-
loom sector. 

-The Committee would like to be informed of the COllcrete action 
taken in pursuance of these recommendations within six months. 

C. Professionals and self-employed sector 

.. 4.45. In pursuance of the recommendations of the Thakkar Cbm-
. mittee Report (December, 1970) the R.B.I. issued guidelines to the 
banks in March, 1971'" for financing various eatc·gories of 'Self-
employed persons i.e. persons having technical kno Nledge of setting 
up of small industrial units, engaged in public utilities, cottage in-
dustries and transport operators anr1,1 professionals like doctors, en-
gineers, etc. The main objective was to help employment genera-
tion and it was enjoined on the banks to take in.ter a~ia the following 
steps:-

(i) To rationalise their existing special credit schemes for 
this sector in order to make them more effective & pu-

·Vide RBI circular letter,dated 19-3-1971. 
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poseful and to constantly watch for new areas of action 
and formulate schemes to m!,?et the needs of the situation. 

(ii) Adopt simplifieci; model application forms suggE!$ted by 
the Thakkar Committee & make them available in all 
local languages. 

(iii) To 1:lrgently organise a rapid training programme to pro--
vide necessary orientation to branch officials and have 
periodic meetings for review of implementation of the 
'SChemes. 

(iv) To provide technical guidance/assistance in securing land/ 
shed, machinery, raw materials and anvice on financial, 
accounting and taxation, labour management, marke.ting 
and other aspects of business. They were also called 
upon to consider as to how best integrated financial and 
management assistance could be arranged or organrserr 
on the lines of multi-service agencies sugge6ted by the 
Thakkar Committee. 

(v) Assistance provided should be needbased, taking care of 
the total requirements of a borrower. 

(vi) Credit should not be denieO! merely for want of a third 
party guarantee. 

(vii) To minimise time in processing applications by appointing 
technical and other experts for appraisal. 

(viii) Special consideration ShOUld be shown to needs of back-
ward ar~as and smaller borrowers in respect of security, 
margins, rates of interest, repayment etc. 

(xi) To organise adequate follow-up!supervisory arrangements 
to keep track of the ennl..use of funds and for effecting 
recoveries. 

(x) To keep in touch with changes in th~ proprietorship of 
small enterprises so as to guard against entry of any fin-
anciers. into the group. 

(x) To exercise a m~asure of innovative capacity and healthy 
competition with other banks in formulating new sc-
hemes so as to generate greater employment, even be-
yond the categories of self-employed listed by the 
Thakkar Committtee. 
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4.46. Banks were stated to have evolved a number of schemes 

for this sector which differed from bank to bank, the salient fea-
tures of some 01 them are that loans ranging between Rs. 500 and 
Rs. 25,0001- short-term anrt medium term are given both for starting 
and expanding the vocation against the hypothecation of assets 
created out of loan, demand promisory note, insurance policy or 
any other tangible security which the })orrower can give. Interest 
is charged at 9 to 11 per cent with margin ranging from 15 to 30 
per cent and repayment of medium term loan spread over 3 to 7 
years in easy monthly instalments. Under the sPecial schemes o.e-
vised for technical entrepreneurs for setting up small seale indust-
rial units, ~ntire financial requirements of a project is met (ceiling 
in some banks being Rs. 2 lakhs for individual and Rs. 3 lakhs for 
Joint Ventures). Security of assets acquired or collateral guarantee, 
where offered is accepted and loans for custom service units!agro 
serviCe centres are recoverec\ over a period of 5 to 7 years. The 
total credit to this 'Sector' incr\ aBed from Rs. 1.91 crores (account 
Nos. 7769) in June, 1969 to Rs. 21.21 crOl'es (account Nos. 1.07 lakhs) 
in June, 1973. . 

4.47. Asked about the extent of implementation of the aforesaid 
guidellines by each of ,the banks, number of unemployed engineers I 
agricultural graduates provided employment and accretion to net 
proouce as a result of assistance provided so far, the representative 
of the Department stated during evidence that except for some 
modification made i~ the guideline of providing technical assistance 
in an integrated manner all the other gudelines "have been taken 
up for implementation". The reyiew of schemes was being done 
by the special officel'S inc barge of schemes in the banks anci: new 
schemes were brought out by them from time to time. The appli-
cation forms were stated to have been made available in regional 
languages "in some of the branches". 

4.48. Regarding technical assistance which the guidelines envi-
saged to be provided in an integrated manner, it was. stated that 
"The banks are taking steps to set up development advisory or con-
sultancy services.. They go by qifferent names in different banks". 
When asked how they were going to avoid duplication with other 
Government agencies providing similar services like small 
scale industries organisation, the Secretary of the Department stated 
that-

"There are various specific organisations for that. But the 
demand is so much that duplication will not arise. We 



73-

shall help only those who do not get any advice other-
wise. We have a. pool of consultants at regional head-
quarters. These people will be touring. If a particular 
branch sends a request that they have got some cases ready 
for consultation they will go thfi'e .... the advice that the 
bank will be giving to the borrower will convert his 
scheme from vague idea into a viable one. This is the help 
which others may not be able to give". It. waS also stated 
that nothing was charged for consultancy service provided 
hy banks to priority sectors. 

4.49. In·regard to the impact of assistance in terms of generating 
employment and accretion to output, it was stated that they had no 
Jata nor was the break-up of advances made to each category of 
beneficiariE!s (i.e" Engineers, Doctors, etc.) available. 

4,50. The Committee also draw the attention of the witnesses to 
the observation made by the Finance Minister at the Chief Execu-
tives me'eting held in November, 1971 that "for creating self-
employment opportunities, banks should set definite tasks for them-
selves and follow a target oriented program'me". The representa-
tive of the Department stated that "to set a target as such was not 
resorted to after the experience of the first year, What has been done 
in its place is to strengthen the planing machinery-sO that We may 
have a much better use of the resources .... so there is a qualitative 
improvement in lending rather than pursuing any particular 'finan-
cial target". 

4.51. The Committee also enquired as to how the small scale 
tlnits in this sector were distinguished from those in the small scale 
industries Sector. It was stated that "In the case of self-employed 
sector, since this is a recent origin after na.tionalisation, we have no 
definition as such". It was also stated in a post evidence note that 
"In the case of the selfemployed, one would have to be guided by 
the amount advanced and generally all advances eligible for cover 
under the credit guarantee schemes could be considered as advanc~ 
to small units", 

4.52. The Committee note that guicfelines issued hy the R.B.I. in 
March. 1971 for giving finance to 'professionals and self-employed 
sedors "have been taken up for implementation 1iy the banks" with 
some mod'Rcation in the guideline for nroviding technical assistance 
In an integrated mannl'!r. They also nme that simplified applicat'ion 
fonn .. have been made availahle in regional Jan~nagl's "in some 
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of the branches" and that no data regarding the generation of em-
ployment, accretion to output etc., as a result of the bank assistance 
~~~. ' 

4.53. The Committee are not happy that it should have taken the 
banks more than three years in implementing the guidelines. They 
need hardly emphasise that the nationalised banks have a crucial 
role to play in helping to generate more productive and viable em-
ployment. They expect the Bank~ and the' Depadment to ensure 
that the guidelines are fully implemented with a sense of urgency 
and the ~COpe of self-employment scheme<; i~ widened. The Com-
mittee would also like the Banks to have an adequate follow-up of 
the schemes and maintain statistics so as to know at any time the 
number of persons extended assist'ance (profession-wise) and the, 
accretion to net output and employment. 

4.54. A careful analysis should also he made of schemes which 
failed to take oft and resulted in bad debts to obviate such mistakes 
in processing future applications and take effective action against 
those who failed to safeguard public interest. 

4.55. The Committee furthe.r not~ that ditTel'c.>nt arrangements are 
being made by the hanks for providing- technical consultancylguide-

. ance service to the borrowers and the samp has not been organised 
in an integrated manner, as was envi~a<:ted in the J!uidelines. While 
the Committee see no objection to this, they would like to strike 
a note of caution that there are already various Government and 
other agencies in the country providing con"ultancy services to the 
small entrepreneurs. It is imperative that there should be no over-
Jqt>pin~ or duplication in this field. The Committee would like the 
De'partment/Banlj,s to tlake special interest.in affording credit faci-
avoid unnece'isary expenditure. 

4.56. The Committee aUach great importance to the extension 
of assistance to smaller of the Small Scale Units and would like the 
Department/Banks to take special interest in affording credit faci-
Jitie.. in "II genuine eases in order to encournJ!"e new entrepreneurs 
with skill but limited finance to enter the field. 

4.57. The Committee also notn that there is no clear distinction 
between the small "cale units a .... isted under the self-employed 
sector and those falling within the sma'll scale industdes 
sector. This does not appear to be conducive to the efficient dispen-
sation of credit aud propel' accounting thereof. The Committee 
would like the Government to clarify the position. 
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Invulm:ment of Banks in 'Halj.a-MilZion-Jobs Programmes' 

4.58. The Committee were informed that in June, 1973, the 
Department circulated to public sector banks a summary record of 
discussion that took place in the Planning Commission requiring their 
involvenlt~nt in the Government's 'Half-a-million·jobs programme' 
being implemented by the Commission, for creating jobs for five 
lakhs eciucated unemployed during 1973-74. Since this did not 
amount to any instructions, the Department at the initiative of the 
Planning Commission, issued a further circular to the banks in Sep-
tember, 1973 spelling out "certain areas of action which should re-
ceive continual interest" at various levels in the banks. These 
inter alia cn,lled upon the banks to ensure that loan applications 
under the programme should be disposed of within a period of two 
months, they should not insist upon higher margins and third party 
guarantee,' provide necessary consultancy service to the entrepre-
neurs, etc. As there were still some difficulties at the implementa-
tion level, a further meeting was held by the Planning Commission 
in November, 1973 wherein it was inter alia proposed to cast a 
specific duty 'on bap.ks to create .atIeast 10 self-employment schemes 
for' educated unemployed in every branch during 1973-74 and the 
target for 1974-75 was proposed to be 25 such schemes per branch-
the total number of bank branches being about 15.000, this meant 
1.5 lakhs schemes in 1973-74 and 3.75 lakhs in 1974-75. 

4.59. Asked about the progress made in achievement of the above 
target and the number of educated unemployed proviqed employ-
ment, the representative of the Department stated during evidence 
that "this is not a target in that sense but a broad indicator, a sort 
'of arithmati~ which the Planning Minister had indicated (i.e. in 5 
months period from September, 1973 to end of March, 1974 each 
branch doing at the rate of 2 cases per month) ". The Secretary of 
the Department added that "We have decided after the experience of 
nationa-lisation that targets need not be fixed arithmatically. but all 
the. same we explained that ~e shall do as best as we can. That is, 
only target per branch was not fixed but the general idea wa:o; 
there. . .. A specific duty ha.s been cast so that each branch should 
assist the proposals as they come to the branches .. , .. We have 
issued instructions." In regard to the progress made, he said "This 
started only in Nbvember I December. We do not know what is the 
position. . .. We have not got any reports so far." When pointed 
out that mere issue of instructions was not ~.iequate and th"'; should 
h2lve followed them up, he stated "We ,.,;11 certa!nly follow it up". 
,441 L.S.-6. 
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. 4.60. The Committee note that the banks were first advised by' 
the Department in June, 1973 to involve themselves in the 'Half-
~-Million-Jobs-Programme' being implemented by the Planning 
Commission. Since this did not tantamount to any instructions, 
certain "areas of action" were spelt out by the Department in -Sep-
tember, 1973 but difficulties still continued at the implementation. 
level. The matter was further discussed in a meeting c.onvened llY 
the Planning Commission in November, 1973. as a result of which, 
t~ough "target per branch was not fixed. . .'. a specific duty has 
been cast that each branch should assist the proposals as they come' 
to the branches." The Committee further find that theTe has R ls~· 

not been any close follow up of the instructions issued by the De'; 
partment. 

4.61. The Committee are not impressed at the manner in which the' 
Govemment's plan for creating haIf-a-million-jobs opportunities on· 
urgent basis has been deaIt with by Banks. They need hardly 
point out that had there been full involvement right from the in-
ception of the scheme, there would have been mo::"e concrete re-
sults to show. The Committee would like the DepartmentiBanks 
to see that .while all viable schemes which are resource generating 
and labour intensive are encouraged, the objective is not got defeat-· 
ed by casual examination end acceptance of schemes which are not 
viable and would result in waste of funds. The Committee would' 
like the Department/Banks to have a close follow up of the imple-
mentation of the schemes in order to achieve the objective of creat-· 
ing atleast 3.75 lakhs schemes in 1974-75 and laying a sound cundi-
tion for accelerating the pace of implementation in succeeding years. 
The CQmmittee would also suggest that the achievements under this 
scheme should he prominently mentioned in the Annual Report and" 
the difficulties encountered and measures taken to overcome them' 
mentioned to some length. 

D-Other Priority Sectors 

4.62. The Committee understand that no separate guidelines had 
been issued by Government in respect of other sectors i.e. rond and 
water transport operators, retaU traders and small businessmen and 
education sectors. The guidelines issued for professionals and self-
employed sector were stated to cover these sectors also. 

4.63. The banks were stated to have evolved different schemes' 
for extending credit to these sectors. Under the schemes for road 
transport operators, credit -is made a.vailable to individuals, firms, 
.partnerships and companies to help them own their vehicl2s, Loan 
is given to the extent of 75 per cent of cost of vehicle (50 per cent 
to 60 per cent for 2nd hand vehi~les) which needs to be hypothe-.. 



77 

cated to the bank. Rate of interest on' such loans is 9.5, per cent to 
11 per cent and repayment period 3 to 4 years (2 y~a.rs for ·2nd hand 
behicle). The total credit to this sector increased from Rs. 5.49 
crores (account Nos. 2324) in June, 1969 to Rs. 62.71 crares (account 
Nos. 43,923) in June, 1973. 

4.64: The schemes for retail traders and' small businessmen en-
visage giving medium term loans to cover block capital requirement 
(purchase of equipment, fixtures, etc.) and short term loans for 
working capital. From traders, capital and other collaterRI assets 
are taken as security and from businessmen stocks are hypothecat-
ed. Where a borrower can give a third party guarantee it is also 
accepted. Rate of interest on these loans is 10 to' II! per cent, 
margin 15 to 30 per cent depending on the merit of a case and loans 
are repayable with a period of 2t to 3 years. The credit to this 
sector which stood at Rs. 19.37 crores (account Nos. 33241) in June, 
1969 increased to Rs. 94.76 crores (account Nos. 2.32 lakhs) in June, 
1973. 

4.65. Under the schemes dev~sed for education sectors, credit 
is given to deserving students for carrying, on post~graduate studies 
in India and abroad. 'The amoul'lt advanced is upto a maximum of 
Rs. 25,000 each year for studie5 abroad, with rate of interC'st not less 
than 4 per cent and repayment starts one year after completing 
studies spread over 10 years. Total loans under this head increased 
from Rs. 80 lakhs (a.ccount Nos. 1477) in June, 1969 to Rs. 3.20. crores 
(account Nos. 10,106) in June, 1973. 

4.66. The Committee discussed certain aspects of extensIon of 
credit to these sectors with officials and the following points emerg-
ed during evidence:-

(i) Gr61Lp-wise 'b'rPitlk-llp of credit not (wailable 

Asked about the group-wise hreak-up of credit in !l sector (Le., 
separately each for road transport operators and water transport 
operators; retail traders anel :::mall businessmen ond studieq in India 
and abroad) it was stated that "We do not have separate break-up of 
credit-tor future. this data could be made available when the BSR 
system gets going". 

(ii) Data regarding impact of credit not ,Jvailable 

Asked about the number of persons made viable 1'l5 ~ result of 
crerlit to variou!'1 sectors. increa~c in s~ler, turnover of beneficiaries. 
it was stated that "We do not ha,ve any data". 
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(iii) Employment after studies not linked 

As to the steps ~aken by banks to assist such students to fiod em-
ployment on completion of their studies, it was stated that "The bank 
will give a further moratorium for this purpose". 

(iv) Possibility of many people not being awa're of schemes und 
advantages thereof 

Asked whether the people in different parts of the country were 
aware of the schemes and the benefits that were available under 
them the Secretary of the Department stated that "These schemes 
are advertised. We can emphasis that again". 

4.67. The Committee note that though no distinc, ~;Llidelines have 
been issued by Government for road and water transport operators, 
retail traders and smaU businessmen and education sectors, guide-
lines issued for professionals and self~employed sector are stated 
to cover these sectors also. They also note that groupwise break-
up of advances in a sector is not available nor any data regarding 
the impact of assistance in making the beneficiaries viable, increase 
achieved in sales turnover etc. is maintained. The Committee have 
already stressed (para 4.15 loc-cit) the need for maintaining such 
data. 

4.68. The Committee would also like the Department to monitor 
the progress made in implementation of various schemes to make 
sure that assistance is going to sectors for which it was intendefl 
and that it resulted in achievement of objectives underlying the 
scheme. The Department should keep a watch on the difficuUies. 
encountered in implementation of schemes So as' to resolve them 
speedily in the interest of speedjer implementation. The Commit-
tee would also like a special watch to be kept on the percentage of 
bad debts in order to make sure that the resources ar~ not frittered 
away. 

4.69, The Committee further note that though the various 
schemes devised by the banks are stated to .have been advertised, 
there is likelihood that many people in different pa.rts of the coun-
try may not still be aware of schemes and may not therefore take 
full advantage of these sc'hemes. As agreed to during e~ide'Dce 

wider publicity should be given to these schemes. 



.CHAPTER v 
REPAYMENT OF ADVANCES AND CREDIT GUARANTEE 

SCHEMES 
(a) Progress made in repayment 

5.1. Tables below shows the State-wise recGvery position of agri-
cultural advances (direct) made by public sector banks, as at end of 
June. 1972:-

(In laith. ot rupees) 

State/Union Territory Deman~, Recovery Percentqe of 

I, An(',hra Pradesh 

'1., Assam 

3, Bihar 

4, Gu;arat, 

S, Haryana 

6, Himachal Pra,iesh 

7, Jammu & Kashmir 

8, Knala 

9, Macthya Pra';!csh 

ro, Maharashtra 

II,' Manipur 

J 2, Meghaillya 

13, Mysorc. 

14, Nagaland 

IS, OIissa 

16, Punjab 

17, Rajasthan 

18, Tamil Nadu 

19. Tripura, 

zo, Uttar Pra(!esh 

21. West Bengal 

2'1., Union Territoria 

ALL INDIA --- ------ -------
79 

'1.63' II 

1318'70 

236'05 

J'99 

I' 38 

'1.00'57 

SU' 79 

2641' 13 

0' 55 

0'03 . 

0'15 

68'40 

324'88 

338'65 

JI20' 56 

0'48 

982'87 

'1.79'37 

232'49 

recovery to 
Deman<1 

~---.-----
1157'49 

8'47 

148'63 

70 5'32 

155'46 

0'67 

0'33 

97'64 

245'87 

U3S'I2 

Nil 

0'04 

'1.41'17 

190'8'1. 

178' 86 

633'41 

o'Z4 

554'98 

59'6'1. 

,12'1.'74 

6058, 16 

55''1. 

'1.4'4-

56'S 

53'S 

65'9 

33'7 

'1.3'9-

48 '7 

48'0 

43'0 

Nil 

100'0' 

49'S 

26'7 

35'3 

58'1 

52'8 

56'S 

50'7 
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It will be seen that while the all-India percentage of recovery 
was 50.7 per cent, in West Bengal it has been as low as 21.3 per cent 
in Jammu and. Kashmir 23.9 per cent and in Assam 24.4 per cent only: 

5.2. Asked whether any loans had been declared as bad debts 
and written off, the representative of the Department stated during 
evidence that "they are not written off so easily without watching 
at least four seasons-To our knowledge the amount of agricultural 
loans that might have been written off by the. public sector banks 
will be very negligible". 

5.3. In. a reply furnished subsequent to evidnce it was further 
stated that "In the initial years, the banks largely concentrated on 
providing term loans, which have either yet to become fully payable 
or, having already become due, are secured by tangible security. 
It would be premature at this stage .to attempt any assessment of 
the extent of bad debts". . 

5.4. The Committee also enquired about recovery position of 
advances under other priority sectors. The representative of the 
Department stated that loans under small scale industries, profes-
sionalslself-employed and retail traders IsmaIl businessmen sectors 
were covered under Credit Guara.ntee Schemes upto certain ceilings 
and that the position has been "quite satisfactory." It was also 
stated that so far only 59 cases had been referred by banks to the 
Credit Guarantee C~rporation for compensation. As regards edu-
cation sector, it was stated that "so far, we have. not come across 
where there might be defaults and difficulties". On attention being 
drawn to a press report that in certain Sta.tes persons to whom loans 
were given did not establish any industry and were not traceable, 
the Secretary of the Department stated that: "I think the press re-
port refers to co-operative b~k loa.ns. As fOT us, we are al!'lo very 
conscious of the fact that the vigilance organisation has to be stifien-
ed-Every bank has now a vigilance ceJl". 

5.5. The Committee note that as at end of June, 1972, the all-
India percentage of recov.ery of agricultural advances made hy 
public sector hanks in various States was ;50.7 per cent. In some of . 
the States, however, the recovery has been less than '25 per cent. 
The Committee also note that though no assessment of the extent 
of defaults or bad debts under various sectors, has yet been made by 
Government, no difficulties are expected in recovery as the 
adVAnces are secured by tangible security or covered under the 
credit guarantee schemes. So far, 5.9 cases involving an amount of 
as. 2.01 lakhs are stated to have been referred by banks to Credit 
Guarantee COJ;,poration for compensation. 
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'5.6. Nevertheless, the Committee would like .to caution the banks 
~and the Department that they are custodians. of public money and 
-should not lightly compromiSe the chances of recovery. The Com-
mittee recommend that the Department should make an immediate 
assessment of the recovery position under each of the priority sec-
tors with a view to improving tbe position of Banks lagging behind 
in this respC{'t, strengthening the vigilance organisations of the banks, 
streamlining recovery procedures and laying down stricter guide-
lines to obviate inCidence of bad debts. 

5.7. The Committee would also like Government to critically 
-examine the position in the review meeting with the bank manage-
ments also so as to take remedial measures in time in the interest 

. of husbanding resources for productive purposes in the. larger in-
:terest of the nation. . 

5.8. The Committee would like a detailed: analysis of blld debts 
under various sectors to be mentioned in the Annual Reports of 
banks/Department together with significant detaiis of the experience 
. gathered and the remedial measures taken to reduce the incidence 
of bad debts. 

(b) Sredit Guarantee Schemes 

5.9. To induce banks to underta.ke financing of small borrowers 
(other than those in small scale industries) on a large scale it was 
considered necessary by Government to introduce a credit guarantee 
scheme. Accordingly the . Credit Guarantee· Corporation of India 
Ltd. was set up in ,January, 1971, with capital subscribed by R.B.I., 
S.B.I. and Scheduled Banks, to administer such a scheme. 

5.10. The Corporation has formulated three schemes, viz., Small 
Loans Guarantee Scheme, Financial Corporations Guarantee Scheme 
and Service Cooperatives Guarantee Scheme-tor covering credit 
given by commercia.l banks, State Financial Corporat!ons and eligi-
ble co-operative societies to small borrowers. It charges a fee of 
1 per cent _ on outstanding amounts and bears 75 per cent of the 
losses incurred, subject to the following ceilings: 

Limits of Ceilings of 
Guarantee COWT IC'S9t'S horne 

(In R~.) (In Rs.) -- ---. - ---- ----------- -- -. --.-
2 4 

(i) Trnsp<.1Tt operators for purchase of dnt" vehicle! 
repairs nr rcr.(wQlion I lakh 15,000 

(ii) Rcudl ,'cBlers I lakh (ar.".'lal 
turnover) 15,000 



----- ._-------------------------
1 4 ------------ ------- --., .. _- --------

(iii) F.:rtilizer/min~rai oil ccaiers 

(if}) M:dical Practitior.crs 

(v) Construction contractors 

(vi) Bngincerina Consultants/Architects 

(vii) Technicians/skilled craftsman 

(viii) Business E:tterpriscs 

5 lakha 

I iakh 

I lakh 

50,000 

20,000 

~O,OOO 
oJiginai cost 
of equipment) 

75,000 

75,000 

75,000 

37,500' 

IS,OOO, 

37,,5Co. 

-.. _---
In agriculture sector, credit granted to jOint Hindu families or 

groups of associations of persons (not oeing companies/co-operative 
societies) for agricultural operations (including animal husbandary" 
poultry, dairy) is also eligible for guarantee cover upto 75 per cent 
of the amount of loss or ceilings ranging between Rs_ 2,500 to 
Rs. 37,500 whichever is less. 

5.11. The credit facilities covered under the three schemes, 
amounted to Rs. 173.42 crores as at end of September, 1972. Upto-
June, 1973 five banks submitted claims to the extent of Rs. 2.01 lakhs 
in respect of 59 borrowers. The guarantee fee received by the Cor-
pora.tion during 1972 amounted to Rs. 94.55 lakhs and it showed 'a 
surplus of Rs. 104.14 lakhs in that year. 

5.12. For small scale industrial units, a separate Credit Guaran-
tee Scheme is being administered by the R.B.I. since July, 1960. AU 
types of credit granted (working capital, term loan, deferred pay-
ment, etc.) are eligible for coverage upto 75 per cent of the losses 
incurred by banks. A fee of one-tenth of 1 per cent per annum is 
charged on outstanciing amounts. 

5.13. The Committee discussed the desirability of both the 
guarantee schemes being administered by one agency and also en-
quired about reasons for charging different rates of guarantee fees 
under the two schemes. The representatives of the Department 
stated that "When we thought of setting up this Corporation, we en-
visaoged that ultimately, after watching the performance of the new 
Corporation, there will be a single guarantee organisation which wilt 
cover all priority sectors. In about a year or s~we will do it". 
Regarding different rates of fee, he said "when the credit guarantee-
scheme for small scale industry was started, it started with 1 per 
.ent as fees. Later on, it was reduced to 1 \2 per cent, 1 \4 per cent an· 



so on. Since, Credit Guarantee Corporation was started recently~ 
we started recently, we started with t per cent fees. Fees are 
all paid by the banks and not by the borrowers. Therefore it does 
not make much difference". It was also stated that the Corpora-
tion "is run on a no-profit no-loss basis". 

5.14 .In this connection it was represented to the Committee by 
the Federation of Associations of Small Industries of India that 
"despite clear directive, the credit institutions had neither taken the 
calculated risk by reducing the margin money nor have they grant-
ed soft or clean loans in deserving cases to any appreciable extent" 
and suggested that the provisions of the credit guara.ntee schemes 
should be further liberalised. The representatives of the Depart-
ment stated that "We have to review and evaluate and see whether 
further liberalisation is possible". 

5.15. The Committee note that a Credit Guarantee Corporau. 
of India Ltd. was set up in January, 1971. with participation by 
banks, to cover credit facilities afforded by various financial institu .. 
tions to small borrowers. They also note that up to September, 1972 
the advances of all institutions covered by the Corporation amount-
ed to Rs. 173.42 crores (i.e. in 1 year 9 months time) as against the 
annual average advances of Rs. 214 crores of public sector banks 
alone to priority sectors. The Committee feel that the scope and 
coverage of the Corporation needs to be considerably enlarged and· 
its methods and procedures further rationalised so as to give a real 
impetus to lending to weaker sections of society by the banks and 
for development of backward areas. The Committee, therefore, 
recommend that Government should immediately have a review of 
the working of the Corporation undertaken in order to enlarge its 
scope and coverage, and bringing the credit guarantee scheme ad-
ministered by Reserve Bank of India for small scale industries: 
under its ambit. as was agreed to during evidence. 



CHAPTER VI 

MANAGEMENT AND CONTROL 

(a) Working Results of Banks 

.' 
6,1. Table below shows the work.ing results of the 14 nationalised 

banks since 1968:-

/7-
/' (Rs, in CrOfts) 
.! / ". Itlm 

(i) Total w<lrking Fun·.s 

,(ii) A, N=t profits after a'.~­
justment for pa>'ment of 
bonus 

B, Taeir. J:erceilage to 
working fun(s' 

,(iii) T ,)tal share capital 

(it) Reservt9 

2960 

.6'28 

0'21% 

28'56 

38'58 

.(v) A, Divi-:1.en(',s (pain io 
Government since J9-7- 1969) 4' 35 

B, Their percentage to capi-
tal ann Reservcs 6, 52% 

3408 

5'93 

0'18% 

28,88 

40'40 

%'33· 

3'36%· 

197~" 19<' 1972 

4029 4685 5548 

6'90 S~46 7'S8 

0'17% 0'17% 0'13% 

28,88 28'R8 31 '00 

43'09 47'02 48' 18 

4'17 4'43 4'18 

5'79% 5'83% 5'29% 

------ ~ 
6,2, It will be seen that during the four years from 1969 to 1972, 

Rs, 15.11 crores had been paid by nationalised banks as dividends to 
Government and Rs, 7.78 crores" had been appropriated to reserves 
of the banks. However, the net profits expressed as a percentage 
of working funds have shown a decline from 0,21 per cent in 1968 
to 0.13 per cent in 1972. The ratio of divi~ends to share capital plus 

- .. -----._---_.----- ---_. __ .... _-- ----
.The rlivi<1end of Rs_ 2' 33 crores (expressed as a percentage of capital and reserves at 

3' 36 per cent.) transferre<1 to Government} ,pertains to the post-nationalisation \?eriod, 
of the year 1969 namely 19-7-1969 to 31-12-1969 and not for the whole year 1969.,\ The 
percentage of 3' 36 per cent shouH, therefore, beconsirlered as 'proportjnate profit for nearly 
SI/2 months, the projected annual percentage being 7' 39% 

•• At the time of factual verification, the Ministry staten that the amount actually 
appropriated to Reserves Was Rs. 12'04 crores, .. The resons for this change are: the 
credit to statutory reserves under setion 17 of the Banking Regulation Aet is Rs. 13' 57 
,crores for the pcrloci, commencing from 1-1-1969 to 31-12-1972. There Were several other 
'll1isccllaneous afl;ustment8 to the reserves ". 
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reserves, which is reckoned as return on capIta.1 in the bank!,.ng sys-
. tern, has also ~eclined from G.52 per cent in 1968 to 5.29 per cent in 
1972. From the detailed bank-wise· information furnished to the 
Committee, it is also noticed that the decline in these ratios has 
generally been in ail the banks but in case of four ba.nks, it is lnore 
pronounced particularly in one of these banks. 

6.3. This decline in profitability was attributed to undertaking 
of social obligations like extension of banking facilities to,unba.nked 
and rural centres which took time to stabilise and make 'profits, 
credit t9 priority sectors involving higher servicing costs and the 
increa~ in cost of living index for whIch award staff was fully com-
pensa.ted. 

6.4. The Secretary of the Department, however, admitted during 
evidence that "with nationalissation it (return) has become some· 
what downgraded. The private sector banks used to make around 
15 per cent on share ca.pital ea!':ily. After the Government took over 
the shares, the Government expect a minimum return of 50 per cent 
on compensation amount. Asked about "Steps taken to reduce servic-
. ing costs of credit to priority sectors, he stated that. "by better orga-
nisation and ra1ionalisation of staff, the cost can come down. But as 
a general proposition, the servicing of large number of small ac-
counts is more expensive than the servicing of a few large accounts." 

6.5. In regard to the unsa.tisfactory performance of one of the 
banks, it was stated that "there have been other causes for the saa 
state of affairs. These causes will be known as and when the report 
(of a fact-finding Committee already appointed) is available. It 
cannot be said that losses are on account of new branches". 

6.6. The Committee also discussed the desirability of spelling oUt 
the financial and social obligations of banks. The Secreta.ry of the 
Department stated that "I would like to submit that one need not 
make a fine distinction between the two. Eventually the two go 
together. One cannot discharge the social obligations without being 
In· a position to discharge the economic obligations. All the social 
obligations cannot continue to be unremunerative for all times to 
come-If you refer to the various statements e!ther at the time of 
nationalisation 01' in the Preamble of the nationalisation Act, you 
will find t.hat both of them go together". 

6.7. The Committee note that during ·the3~ years period after 
nationalisation i.e., from July, 1969 to end of 1972 the nationalised 
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banks have paid dividends to the extent of Ks. 15.11 crores to Gov. 
ernment, besides adding Rs. 12.04 crores to their reserves. The net 
profits as a percentage of working funds have, however, declined 
from 0.21 per cent in 1968 to 0.13 per cent in 1972 and the return on 
capital i.e. ratio of dividends to share capital plus reserves came 
down from 6.52 per cent to 5.29 per cent during the same period. 
The downward trend in profitability is noticeable in all the banks 
but in four baDks, particularly in one of them, it is very much pro-
nounced. 

6.8. The Committee also note that due to social obligations after 
nationalisation, Government expect a return of 5.5 per cent from 
tbe nationalised' banks. While the Committee recognise that the 
sQcial obligations enjoined on banks are a constraint on earning 
maximum possible profits, they feel that there 'is considerable scope 
for reducing servicing costs of the banks, by better management 
and rationalisation of staff. as was ad'lnitted by the Secretary of the 
Department during evidence. There is no denying the fact that 
there Is scope to instil a greater de&ree of cost consciousness among 
the nationalised banks and to bring about a substantial cost reduc-
tion in their establishment, overtime and other expenses, 

The Committee would like the'matter of cost reduction to be 
gone into in earnestness with a view to see that banks provide a 
worthy example of efficient and economic functioning in the interest 
of husbanding Tesources for national development. The Commit-
tee need hardly emphasise that it is necessary for the Banks to 
keep their overheads and establishment charges to the minimum. 
For this purpose, a regular cost analysis of each Branch should be 
conducted by the Banks to ensure that their administrative and 
staff expenses etc. are commensurate with the work-load and the 
resources generated. 

6.9. The Committee are concerned about the "sad state of affairs" 
of one of the banks for which a fact-finding Committee is stat~d to 
hav.e already been appointed. The Committee would like to sound 
a note of caution and stress that timely measures should be taken 
not only to rectify the po~ition in the affected bank but to see that 
such a situation is not allowed to come to a pass in other banks. 

6.10. The Committee also note that Government do not consider 
it necessary to spell out the social and economic obligations of the 
nationalised banks as "the two go together". The Committee, how-
ever, feel that for 8 proper appraisal of the performance of the 
banks, and avoid any uninformed criticism about their workin, as 



11150 to make the managements well aware of their social and eco-
nomic responsibilities, it would be "desirable if Government make a 
i!omprehensive and clear statement of the objectives and obligations 
-of the nationalised banks, laying down inter-alia their sOCial obliga-
tions, return expected on capital, generation of surpluses, etc. The 
Committee would like Government to lay the statement defining in 
4etail the ohjectives 8lld obligations of the nationalised banks on 
the Tables of the two Houses of Parliament so that the parameters 
for judging the performance of the banks become clear. 

Delays in rc('oncilia~ion of accounts. 

6.11. The Committee enquired about the position of reconcilia-
tion of accounts in the banks as they W8e given to understand 
that in one of the banks it had been pending for more than seven 
years. The AdditIonal Secretary of the Department stated during 
evidence that "the posifon in that bank has been bad for some 
time and when it came to the notice of the Board of Directors, 
special steps have been taken. I am in no pO'.dUon to say that 
it is at a satisfactory level. Other banks too are ·taking steps to 
see that their position doe.> not deteriorate", 

6.12. It was further stated in a note furnishe-:i to the Commi-
ttee subsequent to evidence that in 1970, during RBI's inspections 
the delays in reconciliation of branch account;; in that particular 
bank came to notice. The matter was discussed by the Board of 
Directors of the Bank in June, 1971 and necessary d'rections 
issued, The '3ystems and procedures of that bank .have a190 been 
studied and as a re3ult "there has been considerable improvement 
in the position". With regard to other banks, it was stated that 
"The RBI ha':; reported that in six other b:mks there were arrears-
two banks have comp!eted the re~'onc;Eation of inter-branch ac-
counts upto the' end of Decemher, 1972, three upto June, 1972 and 
one has brought it reasonably under' control. The necessarY 
follow-up action is being taken and the RBI has called for half-
yearly progress reports in the cnnnection from the banks con-
cerned", 

6.13. The Committee are concerned to note that there had been 
arrears in reconciliation of branch accounts in seven banks and that 
in one of them, the position had been "bad" for quite some time past. 
This is a sad reflection on the efficiency of managements of these 
bank!!. The Committee expect the Reserve Bank of Ind!8 . and the 
Board of Directors of the concerned banks to take concerted mea-
sures immediately for c:lcarance of the backlog in acrounts reconcil. 
liation by a specified period and also to ensure that it does not fall 
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mto arrears in future. The Committee would like managements 
of other nationalised banks to see that reconciliation of branch 
accouats is 40ne in time and arrears arc not allowed to accumulate. 

(b) Board of Directors 

6.-14. The powers to make appointment to the Boards of Direc-
tors of the Bank.:; vest with the Government. The Committee 
were informed that new Boaros of Directors were constituted 
W.e.f. 11.12.1972 with 9 to 11 Dlrectcrs'" for the present, replacing 
the first Boards which were functioning since July, 1970. The 
office of the Custodian, who was the Chief Executive of each bank, 
ceased to exist and the Chief Executive has been lcsignated as. 
Chairman-cum-Managing Director. Besides have representation 
of Central Government, RBI, employeeS', depositors and art.isans, 
the new Boards include academicians, journalists farmers, small 
scale industrialists and persons from backward and tribal areas. 

6.15. Asked about the criteria and procedure adopted for 'Selec-
tion of representatives of depositors, artisans, farmers small in-
dustri<llists and, other. to the Board, the representative of the De-
partment stated .during evidence that "We obtain lists of persons 
from various sources like Reserve Bank, Chief Executives of 
different banks, sister Departments of Agriculture, Cooperation etc. 
We receive names from Members of Parliament aho. Having 
drawn up the lists, We have to check regarding their credentials 
from the State Bank and other Banks which have branches in those 
local areas. We also '.;cI'utinise the list from the income tax, 
foreign exchange and customs angle. Then we select the Direc-
tbrs". Regarding relection of bank emp!oyees, it was statoo that 
"a panel of 3 name:> is submitted by the representative union 
which has the largest membership. Out of them, one name is 
chosen. The Minh:try ,of Labour decides which is the representa-
tive union." It was ah;o st!lted that no qualifications had been 
prescribed in t.his behalf. 

6.16. In a note furnished to the CGn1mittee subsequent to evi-
dence, it was further elaborateq that "panel~ of persons for ap-
pointment to the different bank.; (Boards) are drawn up and in 

·Unr'.er the Nationalised Bal'lks (Man8gfJIl<r,t and Miscellaneous Provisions) Schtme,. 
I970,eachBoarcl.of Directorsisto consist of not more than IS m<mbers, i.e., tWo Who.le-time 
Directors oneotwhom e shall be managing Director; one dficial each of the Central Go-
verJ1m,~nt and RBI, tWo representatives of employees (0ne of' workmen' anrl. the other Who 
arc not' workmen', one of dep.ositor's; three of flU meTS, WC'TkcJS and. IIrtisans 8r.0. not mort"" 
than five members from amorl persons having special kl",(\wl~(g(' anct experience likely toile 
u9eful for Workig of banks one of the Directors is to be the Chairman of the Boarr.. The-
terms of office is five yt'ars for ChaiImnn/MD and thrtc Yl8Ib fol' Mlmbcrs. . 



prp.~aring these panels several oonsiderations (such as eq~itable 
representati?n to different StateS' and Union Territories, adequate 
representation to Scheduled Castes and Scheduled Tripes etc.) are 
kept in view". 

6.17. In this connection the Federation of Samll Industries 
Associations of India represented to the Committee that "although 
Federation had pleaded for giving adequate representation to the 
small scale indu3tries on the Boards of nationalisro banks, this 
has not been done so far". Explaining this, the Secretary of 
the Department stated that "Eevettr Board has a representative 
of small 'Scale industries but we have not given the ,nomination 
authority to the Federation". 

6.18. The Committee also noticed that at the meeting of Chief 
Exe:!utives held in April, 1971, certain Government 'Dlrectors ob-
served that "Boaros of Directors did not always get the total pic-
ture. Some sort of reporting sy.stem for all the loans granted in 
the field should be there to enable the Boards to judge the trends". 
The representative of the Department stated that they now had 
the requisite reporting system. When asked wheth<:r the Govern-
ment Directors were effective enough and bought shortcomings to 
the notice of Government and the action that should he taken the 
Secretary of the Department !itated that "I think so. Some of the 
specific building;; advances they did not like. The concerned banks 
were instructed accordingly" . 

. 6.19. The Committee note that new Boards of Directors (If th~ 
nationalised banks were constituted by Government in December, 
1972, which besides having representatives of Government, Re-
serve Bank o·f India, employees. depositors and art~ans incllUde 
academicians journalists, farmers, small scale ind!lstries and. per~ons 
from backward and tribal areas. They also note that various sources 
are consulted by the Departme~t in making the panel::: of persons 
suitable for appointment to different boards. . 

6.20. The Committee would, however, like to emphasise that 
the performance of an organisation depends largely .on the quality 
and effectiveness of its top management. It should be the prime 
concern of Government to see that in making appointments to 
Boards, they select the best persons available for these positions 
who ('an devote the time ~nd attention that their duties as board 
members demand and above all, who have at heart weaker sections 
of society. 
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, 6.21. The Committee would therefore like Government to 
periodically review whether the Board members are able to do 
justice to their assignments and improve upon the manner of mak-
ing these appointments as a result thereof. The desirability of 
laying down minimum qualifications for the board membership 
may a;so be considered, The Committee would like to be informed 
within six months of the specific action taken in implementation of 
tbis suggestion. 

6,22. The Committee also suggest that the Boards of Directors 
of all the banks should have a look at their reporting systems so 
as to ensure thdt it is adequate enough to keep them contempora-
neously informed about trends in deposit mobilisation, loans to 
priority secCors/backward ar,eas, disposal of loan applications; 
branch expansion, profitability, decentralisation of powers, man-
power development and training, establishment and overhead ex-
penses etc., and focus attention on all vital aspects needed for manage-
merit control. The Committee also ~xpect Government Directors to ' 
,exercise due vigilance in bringing problems requiring Govel'nment 
intervention to the notice of the Department in" time along with 
their specific suggestions to resolve them. 

(c) Procedures, Customer Servi.::e and Training 

Procedw'es, 

6,23, Several non-official organisations in their Memoranda to 
the Committee represented that the bank procedure'S for comple-
tion of formalities were so cumbersome and the information asked 
for was in such great detail that recourse to bank finance often 
became difficult. One of them even observed that "The backward 
man is at first afraid to approach the bank, when approached tries to 
run away from it, ~hen pursued feels suspecious", They urged that 
very simple forms for loan applications should be evolved and the 
time taken in proceessing the applications reduced to the minimum, 
Elaborating this, the representatives of the Federation of AS"3ocia-
hons of Small Industries of India during their evidence before the 
Committee stated that "Before nationalisation it used to take upto 
3 months to get the sanction but now it takes between 6 months and 
one year. The reaoons for this delay is that the loan application 
:has to go through many hands", The representative of the Fede-
ration of Indian Chambers of Commerce and Industry stated that 
"If person wants to take a loan of say Rs 5000 for purchasing a 
diesel engine set for his farm, it might take 6 to 8 months; and 
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there is a whole chain of officers and personnel who have to be 
satisfied; and the number of forms and performance to be ftlled up 
is really amazing." 

6.24. The Committee enquired as to bow much time the banks 
took now in processing loan applications vis-a-vis before national-
isation, whether any study had been made to simplify the formats 
and procedures and adequate authority delegated to Branch Mana-
gers to enable them to dispose of 80 per cent of applications 
directly 'as envisaged in the guidelines on agricultural finance. It 
was stated by the representative of the Department that so far 
they bad fixed a time limit of 60 days for disposal of loan applica-
tions under 'Half-a-million-jobs-programme'. For other categories 
no time limit had been prescribed but the forms ,and procedures 
had been simplified for agricultural advances over a year ago as 
a result of suggestions made by a 'study Team set up by the RBI 
and for other sectors on the basis of model forms suggested in th~ 
Thakk~r Committee Report (1970). The forms were st~ted to be 
available in regional languages. It was also stated that the proce-
ssing of loan applications was delayed due to land records being not 
up-to-date in many States particularly in Bihar and West Bengal 
and to tackle it "banks have now taken to area approach-given 
this considtion, a loan application should not take more than two 
months to be disposed of', The Secretary of the Department agreed 
that "I will make an assessment of the time they now take. It can 
take a very long time only when there is some difficulty--but 
otherwise if the proposition is a normal one, it cannot take six 
months to one year's time. I will check up". 

6,25. The Committee also called for copies of original and sim-
plified application forms for all the sectors and in reply a set of 
of some of the revised fOFllls in respect of agriculture sector was 
furnished by the Department. It is seen there j.rom that generally 
very bank has a different form for each type of agricultural loan 
(like crop loan, loan for purchasing pump set, tractor, dairy, poultry 
farm etc.) e.g. in the Syndicate Bank there appears to be more 
than 40 forms for agricultural loans. The~e is also no uniformity 
in the forms of various banks prescribed for a particular purpose .. 
Further, it is only in the case of a few banks that" the particulars 
required to be filled in are indicated both in English and in Hindi 
or regional language, otherwise generally they are indicated in 
English only. It is also not clear whether all the bank have made 
forms available in their branches in regional languages or fully 
acted on the suggestions made by the RBI Study Team and the 
Thakkar Committee in simplifying the forms. 
441 LS-7. 
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6.26. Regarding delegation of powers, it was stated that "with 
regard to agriculture, about 80 per cent of the loan applications, 
if not more, are disposed of at the Branch level-all the banks 
have done this exercise and they have delegated power to different 
levels". The Chief Executives were also, 'Stated to have "impressed 
on the field officers that the bona-fide mistakes may not be penal-
ised but if there are mala-fide cases or cases of wilful negligence 
or carelessness, they may be". 

6.27. The Committee note that eertain steps had been taken in the 
past to simplify banks' loan applieation forms and procedures in 
respect of advanees under all the sectors and to delegate powers to 
various levels for quiek disposal of most of the loan proposals. They 
also note that no time limit had },een laid down for disposal of loan 
applications exeept those made under the lHalf-a-million-jobs-pro-
gramme' for which a limit of 2 months has been prescribed. From 
the non-official evidence and during their tours, the Committee 
gathered the impression that banks are even now taking 6 months 
to one yeal"s time for disposal of a loan application due to cumber-
some forms and procedures and that many levels are involved in 
taking decisions. They also find that there are a ~umber of differ-
ent applieation forms in eaeh bank for different loaus under every 
sectpr. It thus appears that serious efforts have not been made at 
standardising the proformace or makJng them available in all the 
regional languages. 

6.28. The Committee are very much exercised about the exeessive 
delays in the disposal of loan applieations after bank nationalisation, 
despite some attempts at simplifieation of the formats and procedures. 
The Committee recommend that the Department of Banking should 
make an immediate assessment of the average time taken by Itanks 
in disposal of loan applications -and thereafter take concrete remedial 
measures for bring~g about speedy improvement of the position, 
including further simplification of the formats and proeedures and 
their standardisation, decentralisation of powers and prescribing a 
suitable time limit for disposal of loan proposals. The Committee 
would like the Department to examine critically the performanee in 
this behalf at the review meetings. 

(ii) CustomeT SeTvice 

6.29. At the time of bank nationalisation, one of the assurance 
_ given by Government was "To the general public, we assure im-
proved and extended service." 



6.30. It was represented to the Committee by various non-oftlciaJ 
organisations in their Memoranda that there had been sharp deterio-
ration in the banking services after nationaIisation and there wel'e 
inordinate delays in clearance of cheques, telegraphic transfers, inti-
mation about receipt of payment of D.Ds, bUls for collection, with-
drawal of money, submission of bank statements etc. They urged' 
for taking constructive remedial measures in this behalf, including 
revival of spirit of competition among banks and better. discipline 
among the staff. Elaborating this further, the representatives of the 
Federation of Indian Chambers of Commerce & Industry stated 
before the Committee that "About the services given by the bank. 
you may call .them inefficient or say that they are giving lower 
standard of service-the bank people are also some of the highest 
paid men in the country. Over the years, and particularly since 
nationalisation, a situation has developed whereby the work moti-
vation or work compulsion has become less and less·· .. In this situ~ 
tion of deteriorating standards of work in the banks, the big men are 
able somehow' to manage their affairs through organisation or in-
fluence. The person who realIy suffers, as a result of this, is the 
small scale entreprenure whether in the indUstry or agriculture". 

6.31. In this context, the Committee note that at the meetln. 
with Award Staff held in January 1973 the Finance Minister also . , 
drew attention to this deficiency, saying that "there were criticisms 
whether justified or not, that the service to the customers in the 
banks had deteriorated after nationalisation. This feeling has to be 
dispelled. 

6.32. During evidence, the Secretary of the Dep9rtment of Bank-
ing. admitted that "This complaint is genuine. We are improving 
our recruitment and training procedures and hope that oncE' we 
go through some of the measures now in hand, things 'Wou1d im-
prove." He added that "there is competition inter-se among the 
public sector banks. But work motivation has probably gone down. 
It will require some special efforts in recruitment of correct staff 
and in the training programmes." . 

The Committee alSo enquired about the steps taken for removal 
of grievances of employees and for securing their greater involve-
me~t in the ~fficient functioning of the banks. The representative of 
the Department stated that "After the employees have come to the 
Board and when there has been a greater involv.ement in the policy 
itself, there has been some improvement and We expect in course of 
time the response is going to be better at the field level also." It was 
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also stated that necessary machinery existed for redressal of grie-
vances and that every day most of the Agent's time "is being spent 
with union leaders discussing matters, real or imaginary, which have 
been brought to his notice". 

6.33. It was also stated by the Department in a note furnished 
to the Committee subsequent to evidence that "The importance of 
improvement in, and motivation of, human resources is constantly 
kept in mind by the banks and a number of measures have been taken 
and. are under way for systematic manpower development and for 
bringing about. the desired change ,in the attitude and approach of 
the bank personnel in the discharge of their new tasks and respon-
sibilities. These mainly include (i) association of employees with 
management; . (ii) in the formulation of business plans; (iii) training 
and orientation of staff; and (iv) career opportunities and prospects 
and enrichment of job content .... Finance Minister also has meetings 
with the representatives of employees .. in order to have a fee'l of 
the interest of employees in the functioning of these banks." 

6.34. The Committee are very much perturbe~ to note that work 
motivation in banks has Itecome less and less and service to the 
-clients is not receiving appropriate attention. The Committee would 
like to remind in this context the promiSe of "improved service" to 
the general pUblic made at the time of bank nationalisation. The 
lowering of efficiency and work standards in a sensitive organisation 
like 'banking is a matter of deep concern, The Committee would 
like the matter to be examined in depth and a sustained drive 
launched to Improve the image of banks as a service organisation to 
the public. 

6.3.'). The Committee also note that necessary machinery exists in 
the banks for redressal of grievances of the employees and with the 
inclusion of their representatives on Boards of Directors there is 
some imprf)vement in the employees management relations and other 
measures are also under way to secure greater involvement of staff 
in the efficient working of the banks. The Committee expect the 
bank managements and employees to conduct themselves in a 
manner that may stand out as an example to others in the counf!Y. 

6.36, The Committee would also suggest that the management 
should try their best to resolve without delay the genuine difllculties 
-experienced by the employees and not allow the grievances of em-
ployees to accUmulate in the interest of sustaining efficient service. 

6.37. The Committee also note that meaNres are in han! to 
imS'rove the procedures of recl'Uitment of staff in the banks. They 
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hope that a suita1tle uniform system for stal recruitmeDt in all the 
nationalised banks will soon be evolved by the Dep~rtment and 
given effect to in the interest of attractiDe best talent. 

(iii) Training 

6.38. In regard to training of bank personnel, the Prime Minister 
~n her speech in the Rajya Sa,bha on 7-8-1969 at the time Of debate 
on the Banking Companies (Acquisition and Transfer of Under-
takings) Bill, 1969 observed as follows:-

"Government will take early steps to arrange for intensive 
training of personnel for technical appraisal of projects 
and in view of nationalisation it will be possible to pool 
the resources of the fourteen banks and to promote pro-
grammes of training on a common basis." 

6.39. The Committee were informed by the Department of Bank-
ing that for identifying existing training gaps and achieving re-
orientat.ion in the outlook of bank personnel, a Committee of Direc .. 
tion for Formulation and implementation of Training programmes 
of public sector banks had been constituted, with Secretary of the 
Department as its Chairman and representatives of banks, Principal, 
Bankers' Training College of R.B.1. Director, National Institute of 
Bank Management, Bombay as members. The Committee was stated 
to have met four times so far and made an assessment of the existing 
situation and possible lines of improvement. Some of its suggestions 
which were accepted for implementation at the meeting of Chief 
Executives of Banks held in January, 1973 are as follows:-

(i) Public sector banks must frame their branch expansion 
plans at least one year in advance. 

(ii) They should establish a Management Development Cell' 
.Department to attend to manpower planning and training. 

(iii) Banks should ensure that there is maximum utilisation of 
the training facilities available. 

(iv) They should devise a suitable mechanism to ensure job--
rotation. 

(v) 

(vi) 

They should develop a personnel in~entory of the maD-
power available and forecast requirements· in the light of 
growth of business. 
The training backlog must be properly defined and c1eared 
by having suitable courses. 
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(vii) Contents of courses must emphasise the change in the 
philosophy of banks. 

6.40. The Committee' enquired about action taken by banks on 
each of the above points and they were informed during evidence 
thaJ: "All these points are very much under the active consideration 
of the banks." 

6.41. In this connection an eminent non-official who had been 
connected with training courses of the Bankers' Training College, 
Bombay stated be~ore the Committee that "The State Bank of India 
haa a good training system for the officers. But the officers were 
trained in a British or Scotish way. The State Bank trained people 
dealing with the upper strata of society. For the clerical staff the 
training was of routine character i.e., at the time of passing cheques 
you have to check signatures, etc. Certain Banks like the Central 
Bank of India started training courses but the total amount of work 
done was very small. At the Bankers' Training College at Bombay 
training is given to the officers of the commercial banks in various 
eourses, agricultural finance, rural finance, etc. up til now the Reserve 
B~nk could train only 200 to 250 persons a year. Until We are able 
to train 16000 people for the management (for manning existing 
16000 branches), new people will be coming up and the clerical staff 
too, we will not be able to do much." He also stated that tbe out-
look of bank staff "has to be changed. There is no difference be1>-
ween the conditions existing four years ago and the conditions which 
exist now." 

6.42. The Committee also noticed that at the Chief Executives 
. meeting held in November, 1971, the Finance Minister had also em-

phasised the need for re-orientation of the outlook of bank officers 
in-charge of new offices and new programmes and called for positive 
efforts in this direction. 

6.43. Asked about adequacy and utilisation of existing training 
capacity, the Tepresentative of the Department stated during evi .. 
aence that "There are 15 colleges (excluding Bankers' Training 
College of R.B.!.) and 90 training centres belonging to different 
banks. These facilities have to be augmented. But it is difficult to 
set up training institutes in a short time. We are attending to the 
problem. We are trying to have a number of shifts." It was also 
stated in a note furnished subsequent to evidence that "During the 
year 1973, banks were able to utilise the aforesaid facilities by con-
ducting a variety of courses, giving special attention to induction 
courses, for newly recruited clerks and for officers manning rural 
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branches, training about 9,000 officers and 15,000 clerks. During 
1914, banks have programmed to conduct training courses for about 
15,000 officers and 29,000 clerks." 

6.44. In regard to reorientation of the outlook of staff, it was 
stated that "the point that there must be some change in the outlook 
of personnel was brought home and they (banks) are trying to 
implement the directions." 

When pointed out that training of staff was more important than 
the training of branch managers, the Secretary of the Department 
stated that "you are right, Sir, we have issued one direction that 
every recruit should go to a training centre before he is posted to a 
branch-we are trying to organise it properly." 

6.45. The Committee note tbat eacb bank is having its own train-
ing arrangements rather tha~ promoting training on a common basis 
as was envisaged at the time of bank nationalisation and there are 
a total of 16 training colleges and 90 training centres of public sector 
hanks. They also note that a Committee of Direction for Formula-
fion and Implementation of Training Programmes has been consti-
tuted by the Department to direct the training programmes of ·public 
sector banks and its suggestions regarding full utilisation of training 
capacity, defining training barklog and clearing it, job rotation, 
change in contents of courses etc. are under implementation by the 
banks. 

6.46. The Committee consider that the utilisation of prese .. t 
training capacity and conte\lts of courses need a thorough reorient!'-
tion So as to ensure that there is no waste of scarce resources and the 
training is designed to meet adequately the growing demands of 
banks for the right type of personnel for. manning the new hranche.s. 
The objectives of bank nationalisation and the sympathetic treat-
ment required to be meted out to the weaker sections of society 
have to be brought home to trainees through regular/refresher 
courses. The Committee desire that departmental Committee of 
Direction for Formulation and Implementation of' training pI'&-
gramme,S should keep this objective prominently in view while fina-
lising training proirammes. 

6.47. The Committee would also suggest that eminent University 
Professors who are concerned with the subject of Banking, should 
be closely I associated with the drawing up of syllabUS in the Training 
CollegeslCentres of the Banks and the syllabus should be periodically 
evaluated and reviewed in consultation with them and other ex-
perts in the field so as to incorporate latest developments in Banking. 
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6.48. The CommiUee further suggest that tbe DepartmentlBanks 
should also study the meltlods of training inBuk Management 
followed in other countries, particularly Japan, U.K., France, U.S.A., 
West Germany, etc., so as to adopt &beir significant features and' 
points, .pplic~le to OUr system of Banking, in the training courses. 
imparted by the Banks. 

(d)' Government Control, Review and Co-ordination Machinery 

. (i) Government Control 

6.49. The public sector banks are under the overall control and' 
supervision of the Ministry of Finance, Department of Banking 
which was set up as an independent Department in September, 1969' 
in the wake of bank nationalisation, The Department is headed by 
a Secretary, assisted by an Additional Secretary and i:; organised 
in five functional divisions viz. Banking Operation; Industrial Fin-
ance, Agricultural Finance; Developme:;,t, Credit Policy and Co-
ordination and Vigilance and Industrial Relations Divisions, each 
under a Joint Secretary assist~d by DirectorlDeputy Secretary and' 
other complement of officers and staff, . 

6,50. The total actual staff strength of the Department increased: 
from 7'9 in February, 1970 to 205 in February, 1974 having at pre-
sent (51 officers and 154 non-gazetted staff) and annual expenditure 
rose from Rs. 2.46 lakhs to Rs. 17,83 lakhs. 

6,51. Apart from appointment of ChairmanlManaging Director 
and Members of the Boards of Directors of the nationalised banks. 
Government have powers to issue directior.s to them on matters of 
policy involving public i!lterest. In this connection the Committee 
were given to understand that so far Government had not found 
it necessary to give directions to any of the nationalised bank. In-
structions were, however, issued by the R.B.I, pertaining to credit 
policy, besides conducting periodic inspections, in the form of dir-
ectives as a part of its central banking functions. In respect of 
other matters the RB.I, issued general guidelines to the public 
sector banks which they were expected to follow. Accordingly, the 
various guidelineslinstructions in respect of agricultural finance, 
professionals and self-employed sector, half-a-million jobs pro-
gramme, etc. have been issued to the banks by the RB.I. 

6,52, Asked whether there was proper balance between Gov-
ernment control and the autonomy of the banks, the Secretary of 
the Department stated during evidence tbat "We have maintained 
the balance between the rights of the owner and the autonomy of 
th banks-we have representatives on the Board of each bank. andj 
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there is considerable moral persuation on our side .... each bank is 
reviewed separately by us and at the end of the departmental re-
view the chairmen of the banks meet the Finance Minister for a , 
further review .... There is considerable give and take." 

6.53. In this context the following observation of the Prime Min-
ister made at the time of debate on the Banking Companies (Acqui-
sition and Transfer of Undertakings) Bill, 1969 in Lok Sabha on 
29th July, 1969 is also noteworthy: 

"We have no intention to set up a Central monolithic agency 
to run all these banks. While we must strengthen the 
machinery at the centre, there will be autonomy for each 
bank and the boards will have well-defined powers. We 
will give' directions, but these will be on policy and gene-
ral issues not on specific loans to specific parties. We 
shall be vigilant about the dangers of too much interfer-
ence-whether it is motivated by political or other con-
siderations .... I entirely agree that there should not be 
bureaucratisation. We must preserve the initiative and 
incentive, as also the identity of these banks. We want 
to do this in a way which will not eliminate healthy com-
petition or initiative," 

6.54. The Committee note that so far Government have not found 
it necessary to issue any directions to public sector banks and the 
various guidelines on priority sectors finance etc. have been issued 
to banks through the medium of the R.BJ. They further note that 
n~essary balance has been maintained by Government "between 
the rights of the owner and the autonomy of the banks." While the 
Committee do not favour any undue erosion of the autonomy of the 
banks, they expect tbe D(~partment of Banking also not to be un-
mindful of their obligations to !'afeguard the public interests and to 
ensure that the banks fulfil the objectives for which they were 
nationalised. 

6.55. The Committee further note that the Department is manned 
by a Secretary, an Additional Secretary, five Joint Secretaries, 
assisted by Director/Deputy Secretary and a complement of other 
oftkers and staft. The total staft strength of the Department 11.-
creased from 79 in February, 1970 to 205 in February, 1974, with an-
nual expenditure rising from Rs. 2.46 lakh~ to Ks. 17.83 lakhs. The 
Committee hope that with this strengthening of the Department and 
the active assistance of the Reserve Bank of India it would be pos-
sible for the Government to keep effective watch over the work-
ing of the banks with particular reference to the effective implemen-
tation of the sodo-economic goals set before them. 
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(ii) Review, Consultation and Coordination Machinery 

6.56. The Department reviews and coordinates the functloning 
of various banks by obtaining half-yearly reports and through 
forums of periodic meetings of Chief Executives of banks with the 
Finance Minister and Regional Consultative Committees, as indicat-
ed below:-

(1) Half-yea'rly Reports: Ha.lf-yearly reports on a prescribed 
proforma are stated to be obtained by the Department, covering 
such aspects as deposit mobilisation, performance of new offices, ad-
vances to borrowers of small means, implementation o(Lead Bank 
Scheme, manpower planning, rE!(!ruitment and training, industrial 
relations, iriternal audit and vigilance, delegation of powers, custo-
mer service, trends of profitability etc. On the basis of these reports, 
brief analytical notes are prepared by the Department which form 
the basis of discussion at meetings of Chief Executives of each of 
the banks with the Finance Minister for revieWing the performance. 

The Committee asked for copies of 13st two half-yearly reports 
submitted by each bank and action taken in pursuance thereof. The 
Department stated in reply that "The repJrts: submitted by the 
nationalised banks are quite. voluminous-preparation of copies of 
these reports would involve considerable labour and time." A copy 
of the half-yearly report of the Union Bank of India for June, 1972 
was however supplied by them. The Committee note therefrom that 
the report is of 00 pages and full of mass of details. Even the "brief 
analytical note" prepared by the Department which reviews the 
performance for three years runs into 17 pages. 

(2) Meetings of Chief Executives with the Finance Minister. 

6.57. Periodical meetings of all the Chief Executives of banks are 
also held with the Finance Minister to exchange views on various 
aspects of working of banks. So far, 7 such meetings had been 
held-3 in 1970 and 2 each in 1971 and 1973. 

As to why no meeting could be held during 1972, the representa-
tive of the Department stated during evidence that in that year 
"the Finance Minister held fou'r Regional Consultative Committee 
meetings in which most of the ba.nks were represented and there was 
a broad exchange of views. Besides in 1972, the Finance Minister'had 
an opportunity of meeting each of the Chief Executives while re-
viewing the perfonnance of the individual banks". 
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In this context the Commlttee also noticed that at the Finance 
Minister's meeting with Award staff held in January. 1973, the ~ 
presentatives of certain banks suggested that besides meetings of 
Chief Executives, a standing committee should be set up which 
could meet at more frequent intervals and thrash out specific pro-
blems effecting the banks. Asked whether Government had consi-
dered this suggestion, the representative of the Department stated 
that "we have not considered it necessary". 

(3) Regional Consultative Committee Meetings. 

6.58. Ai> stipulated under the Nationalised Banks (Management 
and Miscellaneous Provisions) Scheme. 1970, Government have set 
up six Regional Consultative Committees-each for Western, East-
ern, North-Eastern, Central, Northern and Southern regions, pre-
sided over by the Union Finar.ce Minister and consisting of repre-
rentatives of State Governments (generally of the level of Muu.. 
ter). Chief Executives of banks functioning in the region. Their 
meetings are also attended by the Governor/Dy. Governor of the 
RBI. These Committ~ review banking developments in the res-
pective region and make recommendations for the consideration of 
the Central Government. Since their inception in 1972, 'the various 
regional Consultative Committees have met as follows: 

Committee 

Central Rt·gioll 

SO\1thern Rlgipn 

Western Region 

Northern Region 

North-Elistem Region 

Eastem Region 
_._---

Dale of 1st 
Meetir.g 

17-6-1972 

27-8-1972 

5-9-1972 

13-10-1972 

22-5- 1973 

24-5-1973 

Date of 2n,1 
Meeting 

5-1I-1973 

2-1- 1974 

----_. 

Thus sin ce their inception all the committees have met only once 
i!xcept Sou\hern and Northern region Committees which met twice. 
Explaining this, the representative of the Department stated during 
evidence that "when We completed the first round, we had to take 
some positive action before we could have discussion again-that 
process has started. The second round will be completed soon". It 
was also stated in a post evidence note that no periodicity for meet-
ings of these Committees had laid down. 
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6.59. The Committee note that balf-yearly progress reports are 
obtained by the Department from banks covering various aspects 
of' their workin&. As these reports are quite voluminous the Com-
mittee are not sure whether the Department of Banking finds them 
useful for informing themselves about problems of the banks or 
assessing tbeir performance. 

The Committee therefore recommend that the Department should 
revjew the proforma prescribed for these half-yearly reports and 
the information received in responSe thereto so as to cut out non-
essential in:formation and to concentrate on items which are import-
ant for the exercise of check at key points and for providing Gov-
ernment with timely information about the true picture of function-
ing of a bBllk. 

·6.00. The Committee also note that for exchange of views on var-
ious matte~s affecting the banks, meetings of Chief Executives of 
banks are held with the Finance Minister. Three such meetings 
were held in 1970, two each in 1971 and 1973 but no meeting was 
held in 1972 on the piea that most of the banks were represented at 
the regional consultative committee meetings held in that year, etc. 
Evidently this is not a valid reason for not convening any meeting 
during 1972. 

The Committee attach great importance to these meetings and 
hope that tVley would be convened at regular intrvals for thrashing 
out specific common problems affecting the banks. The Committee 
also need hardly emphasise that what is more important is the 
implementation of the suggestions emerging out of such meetings 
through efficient follow up action. 

6.61. The Committee further nott' that after 1970. six Regional 
Consultative Committees were set up by the Government to review 
banking developments in the respective regions and make sugges-
tiops for improvement. The Committee are, however, constrained 
to observe that since their inception, these Committees have met 
only once except the Southern and Northern region Committees 
which met twice. The plea advanced that the Department had to 
take "some positive action" on the sVlggestions made at first meet-
ings before caliing further meetings is not tenable. 

It needs no emphasis that meetings of these Committees held in 
(reater cOCl'rdination between the banks and State developmental 
agendea) apart from enabling the Department to know the reactions 
of the State Governments about the working of banks. The Com-
mittee stre:.s that meetings of these Committees should be held at 
rgular inte.rvals in future and there is close follow-up to ensure 
timely action. •• 
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(iii) Statistics 

6.62. The Committee noticed that in the RBI Bulletins, supple-
ment on Banking Statistics (April, 1974), data is generally given in 
a consolidated manner for all scheduled commercial banks, rather 
than distinctly for public sector banks. In fact the RBI had them-
selves admitted deficiencies in the compilation of banking statistics 
and observed as follows in their Supplement on Banking Sta~tics 
issued with Bulletin of April, 1973:-

"A major handicap in compiling banking statistics is the lack 
of complete response from banks. Even 1fue compara-
tively simple Q. 1 sW'Vey, which required only the re-
porting of total deposits and advances was not received 
from all offices. Coverage of the data presented in this 
Supplement is more than 95 per cent of the total volume 
pf the business of scheduled commercial banks. 1.n res-
pect of certain regionsldistricts, however, the coverage is 
lower than the average for the system as a Whole. Each 
of the statements giving the district-wise and centre-wise 
data includes columns for functioning and reporting offi-
ces. The discrepancy between the two should be noted 
in making analytical use of the data." 

The Secretary of the Departmen.t admitted during evidence that 
reliable data should be compiled and said "we are taking that in 
hand. The RBI has already revised its data collecting statistics. 
The action has started". 

6.63. The Committee trust that the Department and the B.B.I. 
would soon take effective measures for improvement in the present-
ation of banking statistics which is so vital for any analytical study 
or appraisal of performance. They would also suggest that stati-
stics relating to public sector banks should be brou.ght out separa-
tely in the R.B.I. Bul1etins and other publications. 

(~ Parliamentary Accountability 

6.64. The main instruments of parliamentary supervision over 
the affairs of nationalised banks are Questions and Debates on vari-
ous occasions. The annual reports of the working and activities of 
the nationalised banks together with auditor's reports thereon, art> 
also required to be laid before both the Houses of Parliament, which 
for the years 1970-1971 and 1972 were presented to the Lok Sabha 
Dn 23rd November, 1971, 31st July, 1972 and 27th July, 1973 res-
pectively. 
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6.65. The Committee discuS6ed the feasibility of the Ministry 
presenting to Parliament a consolidated report reviewing the work-
Ing of all the public sector banks. as they did in the case of public 
Sector undertakings. The Secretary of the Department agreed that 
"we will submit a general review and will also supply Parliament 
with individual reports for each year. We will do both". Regard-
ing the timing of presentation of annual reports. it was stated that 
"these will be placed regularly in the Autumn Session of Parlia-
ment. That. is the earliest period by which we can do it". 

6.66. The Committee note that the Annual Reports o"f .. the na-
tionalised banks in respect of each of the last two years had beeR 
presented by Government to Parliament during the Monsoon Ses-
sion I.e. during the month of July of the succeeding year and that 
this would be done in future also. 

" 6.67. The Committee appreciate the rediness of the Ministry to 
present to Parliament a separate consolidated report reviewing the 
working of all the public seetor banks, as and is done in the case of ' 
public sector undertakings. In this connection the Committee would, 
however, like to invite the attention of the Department to para 14.5 
of their 24th Report (1972-73) on Revision of the Form and Contents 

" of Demands for Grants and 46th Report of the Committee on pub-
lic Undetakings (1973-74) in which suggestions have been made for 
improving the information given in the consolidated report on pub-
lic undertakings. The Department may consider those suggestions 
in preparing a suitable consolidated repG:l·t on public sector banks 
the idea being that the report should contain information on all 
vital aspects affecting the banks in a properly analysed and intem-
gible manner to enable the Members of Parliament and the public 
to. judge the efficiency of service rendered by the banks and in par-
ticular the achievement of socio-economic objectives underlying 
nationalisation. The Committee would like the Department to p,re-
sent this consolidated report on the banks alontt with the annual 
\'eports of individual banks. " 

NEW DELHI; 

April 23, 1974 
Vaisakha 3, 1896 (Saka). 

R. K. SINHA, 

Chairmml, 
Estimates Committee. 



APPENDIX I 
(Vide Para 3'23) 

.aatement showing State-wise distribution deposits, advances of all Scheduled Commercijal B\lnks (including 
Public Sector Banks) and credit-deposit ratio during each of the yea'rs 1968 to 1972 . 

.. _--- -_ .. -._-- .-- --~.--- .. --.. ,~-----------

Narrr ('f Statr/Union Terriwry 

(I) 

!. And hra Pradesh 

2, Assam 

3. Bihar 

4. Guiarat 

S' Haryana 

6. Himachal Pradesh 

7. Jammu & Kashmir 

8. Kerala 

9. Madhya Pradesh 

10. Manipur , 

)J. Meghala)'a 

12. Mysorc 

13. Maharashtra 

14, Nagaland 

IS, Orissa 

16. Puniab 

17, Rajasthan, 

18, Tamil Nadu 

19, Tripura , 

20, West Bengal 

21, Uttar Pradesh 

Union Terri/aries: 

I , Chandigarh 

2. Delhi 

3. Goa, Daman & Diu 

4, Pondicherry 

5. Others , 

TOTAL: 

(2) 

15494 

3934 

16381 

37673 

4565 

1502 

2523 

13038 

10735 

NA 

NA 

21881 

110353 

78 

2637 

19340 

8072 

28058 

435 
60622 

35543 

501 

lI8£ 

4450 75 

Deposits 

17305 

4778 

18608 

45906 

6410 

J751 

2670 

15272 

12638 

NA 

NA 

25522 

122977 

19793 

4876 

23C66 

51006 

7738 

2167 

3063 

18363 

15185 

NA 

3009 1 

1971 

(5) 

24312 

S606 

31916 

57948 

10 40 5 

3268 

4915 

2!l842 

17985 

NA 

145311 168887 

124 144 179 

3596 4624 5621 

32036 27301 34167 

9355 11006 14248 

31321 

453 

71225 

42560 

4085 

49214 
5216 

35 138 

581 

84078 

50208 

4523 

57059 
6e25 

597 

44915 

694 

98476 

60814 

5341 

66310 

6849 

660 

602793 724310 

ADVANCES 
-- -.-'-- - (Aml)iln' in Rs, Lakhs)-

CREDIT-DEPOSIT RATIO 

1970 1971 1972·· 
(Percent) 

(6) (7) (8) (II) (12) (IS) (16) 

2025 6653 1364 

36857 4736 iS94 9118 lCS91 

65S68 17932 23231 30180 32CCO 37254 47'fo 50'61 59'17 55'22 56'47 

J1893 2120 3027 4659 50eo 6084 38'79 47'22 60'21 48'05 51'16 

4035 400 390 

5581 165 245 

24712 8634 10514 

352 473 

552 922 

10390 15057 

595 26,63 22,27 16.24 '14,47 

1297 6'54 9'18 18'02 18'76 

17487 66'22 68'84 56'59 68'94 

14.,75 

23'4 

70'76 

22140 6527 7052 9543 10300 1I543 fio'80 55'80 62'84 57'27 52'I,~ 

193 NA NA NA NA 114 NA NA NA NA 59'07 

1614 NA NA 313 316 500 NA NA 48'75 18'47 30'98 

40794 14816 18555 23589 27541 34180 67'71 72'70 78'39 74'60 83'79 

236 3 10 47 37 47 3'8S 8'06 32'64 20'67 19'92 

6320 1357 1779 2529 2560 2906 51'46 49'47 54'69 45'54 45'98 

38994 5426 7641 '9559 10246 12932 28'c6 33'17 35'01 29'99 33'16 

16502 3709 4664 6992 6934 8040 45'95 49'86 55'35 48'67 48'72 

54195 31559 41820 46655 48763 

799 19 27 67 67 4'37 5,96 II ,53 

116221 66551 71654 78473 80707 88386 109'78 100,60 93,~3 

9'65 10'51 

81'96 76'05 

40'85 37'29 

5363 2035 

881 327 

)3£ 

2608 

30 17 

23£ 

3532 
662 

014'54 52 ,60 

4)44 35'81 45'07 so'c7 51'57 

719 65'27 ~6'S6 IC4'S2 )CO'30 81'61 

15'14 

66'77 

-Andaman & Nicobar Islands, Arunachal Pradesh, Dadra & Nagar Haveli, Laccadive, Mi'~icoy and Amindevi lslards and Manipur. 
~daman and Nioobar Islands, Dadra and Nagar ;Haveli, Manipur, 
" L. M, &. A. Islands, artd Andaman & Nicobar Islands, Arunachal Pradesh, Dacha Nagar Havdi & Mizoram . 
•• Relate to last Friday of December> Deposit figures 5xs'lI9s inw-bent tr.n ....... :--.· .. 
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APPENDIX Of 
(Vide Para 3.39) 

List giving Bank-wise Allocation of Districts under the Lead Bank 
Scheme (Bank-wise) 

I. SBI Group- (Total No. of Districts-89) _. __ . __ . __ .... _----------------_._----
A'ldhru Pradesh A.Isam Bihar 

1. Yisakhapatnam 1. Garo Hills 1. San thai Par, .. 
2.. Nizamabad 2.. United Mikir & North 2.. Palamau 
3· Adilabad Cachar Hills 
4· Hyderahad 3· Mizo Hills 
5· Karimllagar 4· United Khasi and 
6. Khammam Jaintia Hills 
7. Mehboobnagar 
8. Medak 
9· Nalgo'lda 
10. Warangal _ .. _---_. 

Gujaral Jammu & Kashmir Kef'ah 

1. Amreli I. Anantnag I. Alleppey 
2. Bhavn&gar 2. 8aramulJa 2. Kottayom 
3· Jamnagar 3· Doda 
4· ]unagatih 4. Jammu 
5. Rajkot S· Kathua 
6. Surentiranagnr 6. Ladakh 

7· Poonch-Rojouri 
8. Srinagar 
9· Udhampur _._._----

Mal.'lya Prabll Mahar.l.I'htra My.,oro 

I. Bnstar I. Bhir I. llidar 
2. Billaspur 2. NanQed 2, Gulharga 

3· C 1 'tatarpur 3· O;rnanabad 3· Mandya 
4· D<lm-:Jh 4· Parhhani 4· My.mre 
5· Guna S· Raichur 
6. P.1'l1J 6. Tumkur 
7· Rajgarh 
8. Shivpari 
9. Tikam;uh 
'J. VLI'lis'l:l (Blliha) 
- ... _--.. _------_. -_ .. __ . -- ------ .. -----
441 LS-8 

J07 



108 

NagaI 1"" Orissa PU'ljab 

I. Kohima I. Bolangir 1. Bhatinda 
2. Mokokchung 2. Boudh Kondmals 2. Patiala 
3. Tucnsang 

Rajasthan 

I. Barmer 
2. Bikaner 
3· Ganganagar 
4· Jaisalmer 
s· Jalore 
6. Pari 
7· Sirohi 
8. Udaipur-

3. Kalahandi 
4. Koraput 
s. Sambalpur 
6. Sundergarh 

Uttar Pradesh 

I. Garhwal 
2. Tchri Garhwal 
3. Chamoli 
4. ~Uttar Kashi 
S. Basti 
6. Almora 
7. Pithoragarh 
8. Gorakhpur 

----------------------·Jointly with Bank of Rajsathan Ltd. 

3. Sangrur 

HimaChal Prude-II 

t. Chamba 
2. Lahaul and Spiti 

-------------,-- -- ----
NE'PA A'ldamln a'ld Nicobar Island 

I. Kameng Division 
2. Lohit Division 
3. Siang Division 
4. Subansin Division 
S. Tirap Division 

I. Andaman & Nicobar Islands 

Bihar 

2. Central Batik of I .. dia (Total No. of Districts-J9) 

Madhya pradesh 

I. Saharsa I. BalBghat 
2. Purnea 2. Hetul 
3· Saran 3· Bhind 
4· Champaran 4· Chhindwara 
S· Darbhanga S· Gwalior 
6. Muzafl'arpur 6. Hoshangabad 

7· Jabalpur 
8. Mandla 
9· MBndsaur 
10. Morena 
Ir. Narsinlhapur 
12. Raisen 
13· Ratlam 
14· Sagar 
IS· Sconi 
16. Shahadol 
17. SUrguja 
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Maharashtra Raja$l/Ja" Uttar Praiesh 

I. Etawah J. Altola I. Jhalwar 

2. Amravati 2. Kota 2. Deoria 

3· Auranpbad'" 3. Ballia 

4· BulJhana 

s· Dhulia 

6. Jalgaon 

7· Yeotmlll 

8. Ahmednagar 

---- ,----_._---_._---, 
"'Jointly with Bank of Maharashtra. 

W,st BIt/gal 

I. Cooch-Behar 

2. Darleelina 
3. Jalpaiguri 

--- .. ------- --_._--_._--_ .... 
1. 83111 Ilf f.ldia (T.ltal No. of District.I-10) 

Biha, Madhya P!'a<U.lh 

I. Dhanbad 1. Dewas 

z. Singhbhum z. Dhar 

3· Ranchi 3· EWlt Nimar 

4· IIazaribagh 4· Indore 

5· Rajgarh 

6. Sehore 

7. Shajapur 

8. Ujjain 

9· WeBt Nimar 
(Khargone) 

,-------------
Mlh 'ra,htra OrisSJ Utta, Pradesh 

t. JJhandara I. Keonjhar I. Hardoi 

2. Chanda z. Mayurbhanj z. Farrukhabad 

3· Kolaba 3· Mainpuri 

4· Ratnagiri 4· Unnao 

S· Sangli S· Lucknow 

6. Sholapur 6. Barabanid 

7· Wardha 
8. Kolhapur 

9· Nagpur 
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4· PunjQb Natiol1al Ba,;11 

Bih,Jr HarY'la 

(Total No. of DistrjCt$-%8) 

Madhya Prade$h Pllnjab 

I. Gaya I. Ambala I. Datia •. Amritsnr 
2. Shahabad 2. Hissar 2. Fer~ 

3· Patna 3· Jind 3. Gurdaspur 
4· Karnal 4. Hoshiarpur 
5· Mahendragarh 5. Kapurthala 
6. Rohtak 

·Jointly with Punjab and Sind Bank Ltd. 

Rljalthan Ullar Pradesh lfim:1chal PradeJll 

I. Alwar 1. Jhansi 1. Kangra 
2. 8haratpur 2. BudaWl 2. Kinnaur 
3· Sikar 3· Bulandshahr 3· Mandi 

4· Bijnor 
5· Saharanpur 
6. Dehra Dun 
7· Muzaffarnagar 

5. Bank of Baroda (Total No. ilf DistriW-337) 

Gllilr.'t Madhya Pradesh 

1. Baroda I. Jhabua 
2. Broach 
3· Bulsar 
4· Dangs 
s· Kairu 
6. Panch Mahals 
7· Surat ---------
Rajallhm UlnT Pral~sh 

1. A;mer I. Shahjahllnpur 
2. Ranswara 2. Kanpur 
3· Rhilwara 3· Pratapgarh 
4· Rundi 4· Fatehpur 

5· Chittorgarh 5· Pilibhit 
6. Churu 6. Rae BareH 

7· Dungarpur 7· Sultanpur 
8. Jhunjhunu 8. Faizahad 

9· Sawai Madhopur 9· Allahabad 
10. Tonk 10. Naini Tal 

IT. Rampur 
12. Hareilly 

------- -~---- ---- ---~ ---"---- ------- - - -- , .. _-------- ---
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6. U lirJd C"mmJrcial Balk (Tot.'ll No. of Disrricts-%) 

Assam BilHrr Orissa Punjab 

r. Goalpara I. Monghyr I. Halasore I. Jul1undur 
2. Kamrup 2. Bhagalpur 2. Cuttack 2. Ludhiana* 
3· Darrang 3· Dhenkanal 3· Rupur 

4· Puri 

---------------- -_. ----_._--- ._----
·Jointly with Punjab & Sind Bank Ltd. 

--- --- .... __ ._-------------._ .. -----
R l;alth7'1 West Bengal 

I. Jaipur I. Birbhum 
2. Jodhpur :t. Burdwan 
3· Nagaur 3· Hooghly 

4· Howrah 

7. CiliaTa Ba III (Toul No. of D,:(triCts-IB) 

Kerala Mysor/: 

I. Kozlikode 1. Bang.lore 
2. Malapuram 2. Chickmagalur 
3· Palghat 3· Chitradurp 
4· Trichur 4· Coorg 

s. Hassan 
6. Kolar 
7. Shimoga 

Tolmii Na:i" Uttar Pradesh 

I. Coimbatore I. Rtah 

2. Madurai 2. Aligarh 

3. Nilgiris 3. Agrs 

.Jointly with Syndicate Bank 

Himachal pradesh 

I. Bilaspur 
2. Mahasu 
3. Sinnur 
4. Simla 

~c~'divt, Mil iC(lv 
& AminJivi Islands' 

I. Laccadive. Minicoy 

and Amindivi Islands· 

---_._----------

I. 
2. 

3· 
4· 

8. Unitej Bank of 1.J.iia (Totlll No. fI/ Di,rricu-I4) 
Assam West Be .. gal Ma'lipur 

Cachar I. Bankura I. Manipur 
Nowgong 2. Maida 
Sibsagar 3. Midnapore 
Lakhimpur 4. Murshidabad 

S. Nadia 
6. Purulia 
7. West Dinajpur 
B. 24 Parpnas 

Tripura 

I. Tripura 
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9· Dena Bank (Total No. of Djstricu~9) 

Gujarot 

1. Atunedabad 
2. Banaskantha 
3 Gandhinagar 
4. Kutch 

Madhya Prad,sh 
I. Durg 
2. Raipur 

D.ldra & NagQr HafJeli 
I. Dadra and Napr 

Haveli 

S. Mehsana 
6. Sabarkantha 

10. Sy,ldiCatc Bar.k (Tc'tal No. of District~I6) 

A,idhra Pradesh 

1. Nellore 
2. Anantapur 
3. Cuddapah 
4. Kurnool 

MYlor, 

I. Belgaum 
2. Bellary 
3. Bijapur 
4. Dharwar 
s. North Kanara 
6. South Kanara 

Haryana Kerala 

1. Gurgaon 1. Cannanore 

Uttar Pradesh 

I. Moradabad 
2. Meerut 
3. Mathura 

*Jointly with Canara Bank 

L.1CC'Idive, Mir.icoy 
& Amindt't-i lsIal'ds 

I Laccndive, Minico, 
& Amindivi Islands· 

11. Union Banle of Indja (Total No. of Disrricts-S) 

Kerala Uttar Pr<1dcsh 

I. Ernakulam I. Jaunpur 
2. Varanasi 
3. Ghazipur 
4. Azamgarh 

12. Allahabad BQ11k «Total No. of Districts-lI) 

Madhya Pradesh Ultar Pradesh 

1. Rewa 1. Jalaun 
2. Satna 2. Hamirpur 
3. Sidhi 3. Banda 

4. Kheri 
5. Sitapur 
6. Bahriach 
7. Gonda 
8. Mirzapur 
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13. Indian Ba"k (Tutal No. of Districts-lI) 

Al7dhra Pradesh Kerala 
I. Guntur· 1. Quilon·· 
2. Chittoor 2. Trivandrum.· 
3. Krishna· 

-Jointly with Andhra Banlt Ltd. 
··Jointly with Indian Overseas Bank 

Tamil Nadu 
1. Chingleput 
2. Dharmapuri 
3. North Areot 
4. Salem 
5. South Areat 

14. Ba1k of Maharashtra (Total No. of Districts-s) 
Maharshtra 

I. Aurangabad* 
2. Nasik 
3. Poona 
4. Thana 

-Jointly with Central Bank of India 

Pondichmy 
I. Pondicherry 

--'--r:;. India" Overseas Ba.,k (Total No. of D;·;ir;c-,so_-""'7)--------. -----. 
Kerala Tamil Nadu 

J. Quilon· 
2. Trivandrum· 

------- .. _--------

I. Kanyakumari 
2. Ramanathapuram 
3. Thr.njavur 
4- Tiruchirapalli 
5. Tirunelveli 

·Jointly with Indian Bank 
-----------_ .. _ .. 

16. Andhra B mk Ltd. (Total No. of Districtr-6) 
Andhra Pradesh Orissa 

I. Srikakulam I. Ganjam 
2. East Godavari 
3. West Godavari 
4. Guntur-
5. Krishna-

·Jointly with Indian Bank ---------------- .. _---
17. B:Jnk of Rajas/han Ltd. (7olal No. of District-I) 

Rajasthan 
t. Udaipur· 

-Jointly with State Bank of India Group 
-------------

18. Punjab & Sind Ba Ik Ltd. (Total No. Of /JiItriCts-2) 
Pu"jab 

I. Moga Tehsil (Ferozepur Districts)@ 
2. Jagraon and Ludhiana Tehsila (Ludhiana Districts)-

@Jointly with Puniab National Bank 
*Jointy with United Commercial Bank. 

~-- - ------------,-----,--
NOTE:-Allocations have been made of all the districts in the Indian Union, except 

Greater Bombay, Calcutta and Madras Corporations, as also the Union Territory gf Chan-
digarh, Delhi and Goa. 



APPENDIX IV 
(Vide Para 3.55) 

Note on Schemes of Long Term Financial Institutions 

The long term lending institutions are stated to have undertaken 
the following schemes for development of backward districts I areas: -

(a) Schemes of All-India tenn lending Institutions 

(i) Scheme of concessional finance in backward areas 

The three all India term lending institutions (IFC, IDBI and 
ICICI) are operating this scheme, under which concessional loans 
are given both for new projects and expansion I modernisation of 
existing projects in backward 'districts specified by the Planning 
Commission. Upto December, 1972 these institutions have sanct-
ioned loans of Rs. 30 crores to 19~ projects in backward areas. The 
IDBI also extends concessional refinance assistance to eligible fin-
ancial institution in respect of their loans for projects in backward 
areas. 

(ii) Surveys of backwa'rd StateslDistricts 

The IDBI undertook surveys of backward StateslDistrlcts (in 
collaboration with RBI, IFC, IClel and Lead Banks) in 1969-70 to 
identify specific project potentialitiese in backward StateslDistricts 
These surveys have been completed in respect of a number of States 
(like Assam, Bihar, M.P. U.P., Rajasthan, Himachal Pradesh, etc.). 

(iii) Inter-Institutional Groups 

IDBI is also stated to be playing the role of a co-ordinator in 
bringing together under its leadership various all-India and State 
level institutions, including the Lead Banks and Industries Depart-
ments of State Governments to form Inter-Institutional groups to 
take decisions on a wide range of problems. These range from 
identificatio,n of a project to prepara.tion of detailed project re-
"(,rts and p~(\vision of technical and financial assistance on a con-
-=r.rttum basis. Such inter-institutional groups have been formed in 

IJ4 
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6 States. In Kerala, the group has sponsored a technical consul-
tancy service called 'Kerala Industrial and Technical Consultancy 
Organisation (KITCO) '. Such centres are envisaged to be set-up 
in other backward States also. 

(b) Schemes of State Financial Corporations 

State Financial Corporations are stated to have stepped up their 
assistance t.o backward districts, offering credit on soft terms. The 
loans 'Sanctioned to industrial units in backward areas have in-
creased from Rs. 7.41 c;rores (22.9 per cent of total) in 1969-70 to 
Rs. 17.18 Cl'ores (28.1 per cent of total) in 1971-72. 

All S. F. Cs. (except those of Assam, Delhi, Gujrat, Himachal 
Pradesh, Kerala, Punjab, Rajasthan and West Bengal) are also 
stated to have formulated special schemes for financial assistance to 
technical entrepreneurs, including experienced craftsman. These 
schemes provide for credit on soft terms-Leo at reduced margin, con-
cessional rate of interest and liberal terms of repaymenl 



APPENDIX V 

Summary of RecommendaTions/Conclusions conT()ined in the Report 

------------ ._-- ------------_._----
51. No. Reference to 

para No. of 
the report 

Summ<11'Yof Recommendations/Conclusions 

---_ .. _-------- -------_ ... _--_._--
1 2 

1 1.9 

2 1.10 

3 

The C"ommittee note that for more than a 
year after nationalisation, no concrete steps were 
new roles and objectives of the nationalised banks 
taken by Government in implementation of the 
on the plea that the matter was before the 
Supreme Court. The first guidelines on financ-
ing of agriculture were issued in December, 1970. 
In the opinion of the Committee, this crucial 
period could have been utilised by Government 
to work out the various schemes and to issue 
necessary guidelines to the banks SO as to enjoin 
on them the speedy achievement of objectives of 
nationalisation in an effective manner from the 
very beginning. In any case, Government could 
have taken recourse to the Scheme of Social 
Control over bank for the purpose of issuing 
necessary instructions earlier. 

The Committee also note that while the pro-
gress, made by public sector banks after nationa-
lisation in areas like deposit mobilisation and 
branch expansion, has been somewhat satisfac-
tory, in other important and vital areas-like 
lending to weaker or priority sectors, particularly 
agriculture; removal of regional disparities in 
banking, development of backward areas, provi-
sion of improved service to the public-which 
were the main objectives of nationalisation, the 
progress has been slow and has rather fallen 

n6 
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1 2 3 
-------_ .. -._----_._- •. _--_._-----_ .. _----

3 2.4 

4 2.5 

5 2.6 

much sh,ort or requirements and public expecta-
tion. 

The Committee appreciate that the deposits 
of the public sector banks have risen from 
Rs. 3871 crores in June, 1969 to Rs. 8354 crores 
in December, 1973, i.e. an increase of Rs. 4483 
crores in 4i years which works out to about 
Rs. 996 crores per year on an average. The 
Committee, however, note that the increase in 
d~posits of other scheduled commercial banks 
has also been somewhat of the same order. 

The Committee understand that no overall 
or bank-wise targets had been laid down for 
mobilisation of deposits by banks in public sec-
tor during the Fourth Plan period. In the Fifth 
Plan, an overall projection of additional resource 
mobilisation of Rs. 10,560 crores has been made 
for the banking system as a whole, out of which 
the share of banks in the public sector is of the 
order of Rs. 9000 crores which works out to 
mobilisation of additional deposits at the rate of 
Rs. 1800 crOI'es per year. The Committee need 
hardly stress that if this amhitious target, which 
practically implies doubling of additional deposit 
mobilisation achieved during the Fourth Plan 
period, is to be realised, a far more systematic 
and intensive drive would have to be made. 

The Conunittee recommend that Govern-
mentlbanks should have an annual plan for 
additional deposit mobilisation which should in 
turn be broken into targets for the region and 
branches as may be practicable and suitably re-
flected in the performance budgets which are 
now to be prepared by the banks. The· Com-
mittee stress that the actual progress made in 
raising additional resources should be critically 
examined in the light of achievement so as 
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to roll forward the target where possible and 
to take remedial measures where necessary, to 
see that the targets laid down are realised. 

The Committee are surprised to note that 
though the banks were nationalised mainly to 
provide the credit needs of the weaker sections 
of society and to save them from exploitation by 
the money-lenders, no study appears to have 
been made after bank nationalisation to assess 
broadly the total credit requirements of these 
sectors, the extent to which the same could be 
met by the banks and the remaining unfilled 
gaps. In the opinion of the Committee such an 
assessment was an essential pre-requisite for 
planning credit extension to these sectors. 

The Committee also note that before nationa-
lisation some estimates of credit requirements I 
gaps were made by the Gadgil Committee and 
the All India Rural Credit Survey Committee in 
I1egard to two sectors only i.e., agriculture and 
small scale industries, on the basis of which 
Fourth Plan projections were made, but these 
are stated to be "in the nature of rough guess". 
The same is the caSe regarding Fifth Plan .esti-
mates which in addition are based on the ass-
umption that there would be no price rise during 
the plan period. As regards the sma.}} scale in-
dustries, the Department has assumed .that the 
census which is being undertaken by the Minis-
try of Industrial Development would cover the 
assessment of credit requirements also. The 
Committee are surprised that credit extension 
programmes by banks for priority sectors have 
been mainly based on assumptions or "rough 
guess" of requirements. 

------_.-
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The Committee recommend that the Depart-
ment should immediately have the necessary 
studies undertaken to assess the credit gaps in 
agriculture and other priority sectors through 
bank branches or other appropriate agencies 
and thereafter prepare an integrated plan of 
action by setting short-renn and long term tar-
gets related to requiremenbs so as to gradually 
achieve the objective of meet:ng substantially 
the requirements of these sectors, by a time 
bound programme. 

The Committee note that the weaker sections 
of society have not been defined as such so far 
and that the main approach for the purpose of 
bank credit has been that the sectors which had 
remained neglected by the banking system 
should receive priority treatment. They also 
note that the list of these priority sectors has 
remained the same since the introduction of 
Social Control over banks in 1968 and there has 
been no review thereof. except some shift in 
emphasis as between the sectors in the context 
of the prevailing economic conditions. 

While under the present list of priority 
sectors an exh:1Ustive coverage of the weaker 
sections of society has been included. it has not 
been ensured that the benefit of the scheme,> 
reaches the really weaker sections of society 
for whom it is meant. With this end in view, 
the Committee recommend that a review of the 
list of priority sectors and the coverage thereof 
should immediately be undertaken for identify-
ing the weaker sections of society n<; 111so the 
really weak among 'them and arrangements 
made to cover them under these schemes. 
Thereafter, such a review should be undertaken 
well before the conclusion of Plan period so 
that the policy for next Plan period can be 
modified in the light of exper:ence gathered. 
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The Committee note that during the four 
years after nationalisation public sector banks 
have been able to increase credit to priority 
sectors by Rs. 854 crores i.e., from Rs. 441 crores 
in June, 1969 to Rs. 12'95 crores in June, 1973 
constituting 24.3 per cent of their total credit. 
The Committee, however, find that in the first 
year of nationalisation the advances to the prio-
rity sectors rose from Rs. 441 crores in June, 
1969 to Rs. 769 crores in June, 1970, registering 
an increase of 74 per cent. But from the second 
year onwards this growth rate had not been 
sustained, in fact there had been a decline. The 
annual growth rate of advances during the fol-
lowing three years ranged between 17 per cent 
to 22 per cent. Even when reckoned as a per-
centage of total credit, the increase which was 
6.4 per cent in the first year (from 14.9 per cent 
of total credit in June, 1969 to 21.3 per cent in 
June, 1970) had been only 3 per cent during the 
following three years, being 24.3 per cent at end 
of June, 1973. The same declining trend is dis-
cernible in each of the priority sectors in vary-
ing degrees. 

The Committee further note that in Decem-
ber, 1972 i.e. after 21 years of nationalisation, 
Government themselves realised that the nec-
line in the growth rate of advances to the prio-
rity sectors was "a matter of great concern" and 
they could not go on "taking refuge behlnd 
reasons like consolidation and emphasis on re-
covery". Government -therefore, stressed on 
banks the need for proper planning of credit 
for those sectors with feasible action pro-
grammes and rationally conceived targets. 

The Committee are not convinced that the 
nationalised banks have been able to meet the 
genuine requiremen.ts of credit of weaker sec-
tions of society in whose name nationalisation 



1 2 

13 2.31 

14 2.34 

121 

3 

scheme was implemented. They feel that this 
is mainly due to the lack of systematic follow-
up. The Committee hope that atleast now Gov-
ernment would take steps to strengthen the 
planning machinery at vaJ:1ious levels so that 
the bank credit to these sectors increases at a 
rate substantially higher than at present. Plan-
ning should be done from the grass root level 
to enable the banks to extent greater credit faci-
lities where required in the larger national 
interest for productive purposes. The Commit-
tee would, therefore, like C':rQvernment and the 
banks to study the requirements of weaker 
sections in detail at the branch, area and regio-
nal levels and have a realistic plan with accent 
on production and without compromising the 
chances of recovery of moneys to the advanced. 

The Committee stress that specific targets 
and programmes for extending credit assistance 
to weaker sections should be specifically men ... 
tioned in the performance budgets which are 
now to be prepared by the banks so that it pro-
vides complete plan for action as also for review 
of achievements. The Committee need hardly 
point out that unless concerted action is taken 
by all concerned, it would not he possible to 
achieve the objective of increasing credit to 
priority sector~ from the present level of 24.3 
per cent to 33-113 per cent in the Fifth Plan. 
The Committee would like to be informed of 
concrete measures which are being taken to 
realise this objective. 

The Committee note that though Govern-
ment instructions of December, 1972 required 
the banks to introduce performance budgeting 
from 1973 onwards, later on it had been propos-
ed to make it effective from 1974 in a phas'!d 
manner region-wise, completing it in all the 
offices of a bank by 1976. They also find that 

---- -" .. " .. ------
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the introduction of this system is still in a 
nascent stage in the various banks and certain 
initial difficulties are yet to be overcome. While 
the Committee recognise that preparation of 
performance budget involves a special effort, 
they are not convinced that it should have taken. 
the banks more than one year to translate the 
idea into reality. 

The Committee attach the highest importance 
to the preparation of performance budgets on 
the right lines so that it can provide an instru-
ment for realistic planning, management control 
and appraisal of achievements. The Committee 
need hardly suggest that the banks should take 
guidance of the Reserve Bank of India, National 
Institute of Bank Management. and other lead-
ing organisatio:"!s in the field so as to make sure 
that the performance budget is prepared on 
sound lines in order to serve truly the objective 
with which this innovation is being made. 

The Committee would like to draw attentio:1 
in the above context to the detailed recommen-
dations that they had made in the 24th Report 
(Fifth Lok Sabha) and 48th Action Taken Re-
port on the Revision of Form and Contents of 
the Demands for Grants. wherein they had 
inter-aHa indicnt~d the need for including mean-
ingful data in the performance budgets in the 
interest of better management by authorities 
and accountability to public and Parliament. 
The Committee would like the Department of 
Banking to ensure that the pointe; of relevance 
to banking mentioned in the afore-ment~oned 
Reports are got suitably reflecterl in the per-
formance budgets being prepared by the banks. 
They would like to reiterate that the perform-
a:nce budget should not be emcumbered with 
mass of minor details but shOUld contain stich 
infonnation on key factors of a programme or 
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plan of action as would provide data for effec-
tive managerial control and throw up norms 
and standards for proper appraisal of perform-
ance. 

The Committee note that though it was en-
visaged to restrict loans to large industries/ 
borrowers for productive use only and refuse 
credit for unsocial and unproductive purposes, 
in actual practice the approach since 1970 has 
been to identify the 'legitima.te needs' of such 
borrowers after a scrutiny of their loan appli-
cations, particularly those for his amounts of 
more than Rs. 1 crore or Rs. 25 lakhs where the 
borrowing period exceeded three years. The 
result has been that the credit to large borrow-
ers, which as a percentage of total credit declin-
ed by 6.7 per cent in the first year (from 85.4 
per cent in June, 1969 ~ 78.7 per cent in June, 
1970) registered a decline of 3 per cent only in 
the subsequent three years (being 75.7 per cen~ 
in June, 1973). The credit to priority sectors 
had also increased at the same rate of 3 per cent 
in these last three years. 

While the Committee have no objection to 
the legitimate credit needs of the large indus-
tries/borrowers being met by the banking insti-
tutions, it is a moot point whether the existing 
procedures are effective enough to ensure that 
finances from public institutions are in fact 
going into productive uses in the larger public 
interest. The Committee are emphatic that 
~nking institutions in the public sector should 
so regulate their procedures and scrutiny as to 
make sure that the moneys taken from them by 
large industrial houses/borrowers are put to 
productive use and are not allowed to be divert-
ed for any un-social or unproductive purposes. 

The Committee recomm'end that a review 
of the policies and· procedures followed by the 
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banks for granqng loans to large industrial 
houses and borrowers should be undertaken 
without delay and effective action taken to plug 
all loop-holes in this regarC:i. The Committee 
would like to be informed of concrete action 
taken in pursuance of this recommendation. 

The Committee are greatly perturbed to 
know that in the name of weaker sections of 
society certain other sections have taken advant-
ages of the schemes by setiting up 'binami' 
units. The Committee would like the authori-
ties to review the positio-r.. in detail and take 
effective measures to preveht this abuse of con-
<:essions intended for weaker sections. The 
Committee would like to be informed of detail--
ed action taken by Government to eliminate 
this malpractice. 

The Committee also notice from the Ques-
tions raised on the floor of the two Houses of 
Parliament that there have been some cases in-
volving fradulent transaction.s. While it is true 
that the inciLience of such transactions may not 
be very large, the Committee feel that the evil 
should be nipped in the bud by taking deterrent 
action against delin.quent officials and tighten-
ing up procedures to obviate recurrence of such 
cases. 

The Committee recognise that in a situation 
of inflation su<:h as the one prevailing at pre-
sent, it is but natural that there should be a 
policy of credit squeeze. The Committee have 
no doubt that in applying this squeeze the banks 
would ensure that the genuine requirements: 
particularly of weaker sections faliing in the 
priority sectors are not adversely affected and 
that they continue to get "reasonable· facilitieS' 
and financial accOmmodation in the interest of 

-----------------
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achieving larger production and social objectives 
with which the banks were nationalised. 

The Committee note that there has been 
disparity in the disbursal of bank credit among 
varioUs States under every sector. While some 
States got larger share of banks credit, others 
lagged far behind. Of the total advances given 
to agricultural sector upto September 1972, about 
42 per cent had been given in the three States 
of Tamil Nadu, Andhra Pradesh and Maharash-
tra. Similarly in small Scale industries sector 
35 per cent were given in Tamil Nadu and 
Maharashtra; in professionals and self-employed 
sector 39 per cent were given in Maharashtra 
and Karnataka; in education sector 73 per cent 
were given in the four States of Gujarat, Maha-
rashtra, Karnataka and Tamil Nadu, etc. The 
Committee realise that to a certain extent this 
may have been due to inherent difficulties of 
availability of intra-structure etc. in certain 
States. But this alone should not have resulted 
in such wide disparities. Moreover, the nation-
alised banks were made responsible to disburse 
credit in such a maner as to bridge. these dis-
parties and not to accentuate the same. The 
plea that ~n certab States the number of small 
scale units wa,s larger and hence greater amount 
of adva.nces were given is also not wholly ten-
able. as the banks could have attracted small 
scale industries to under-developed States by 
offering credit on easy terms and in co-ordina-
tion with State Governments helped in the crea-
tion of necessary infra-structure. 

The Committee need hardly stress that onp. 
of the major roles of the nationalised hanks is 
to narrow down the regional imbalances and to 
ensure an equitable distribution of bank credit 
among the various States. They would recom-
mend that the Department should make a "tudy 
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in depth of the factor leading to the existinl 
imbalances in the extension of bank credit in-
cluding publicity aspect and issue suitable ins-
tructions to the banks so as to secure a more 
equita.ble distribution of credits a~ong the 
various States. 

The Committee also note that for purpose of 
agricultural advances during the Fourth Plan, 
Government divided the States in three categor-
ies according to the level of development. For 
the Fifth Plan there will be a shift in the quan-
tum of credit made ava.ilable and States which 
are less /8dvanced in agricultural field would 
get greater share of these advances. The Com-
mittee would like the Department to highlight 
the progreis and achievements made in this be-
h.a.lf in the Annual Reports. 

The Committee note that during the period 
from 1970 to September, 1973 a total number of 
6748 new branches have been opened by the aU 
commercial banks including the 22 public sector 
banks. The Committee also note that while a 
target of opening 1350 new offices was set for 
19m, the :'-~ctual achievement was 1155 offices, 
resulting 111 a shortfall of 195 offices in that year. 
No such targets were, however, land down for 
1971 though actual achievement was 1805 offices. 
For the foUr-wing three years 1972-74, a cumu-
lative target of opening 5000 new branches was 
laid down under the perspective 'plan and 
in 1972 the number of new branches opened was 
1763. In 1973 the concept of planing for a 3-year 
rolling plan was changed and a tentative target 
of opening 1500 offices was fixed for 1973. Tar-
gets for 1974 are yet to be settled, though three 
months have already elapsed_ The Committee 
also note that no bank-wise targets for branch 
expansion were set down during all these years. 

----------------- ------- -------_._---
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The Committee are constrained to observe 
that there ha~ been frequent changes in the 
policy of planning for branch expansion pro-
gramme of the' banks during all these yea·rs. 
They expect the Depa.rtment and the Reserve 
Bank of India to take concrete steps at least now 
for ensuring timely finalisation of the program-
mes -and annual targets under the 3-year rolling 
plan. The Committee would also like the De~ 
partment and the Reserve Bank _ of India to set 
region, area and bank-wise annual t~rgets for 
branch expansion under the 3-year rolling plan 
and keep a watch by a periodic .assessment of the 
performance of the banks in this behalf. 

The Committee note that in the first year 
after nationalisation the number of offices of 
public sector banks in rural areas increased by 
73 per -cent but in subsequent years this growth 
rate had not been sustained, in fact it had dec-
lined to 15 per cent in 1973. Similar is the posi-
tion regarding offices in semi-urban areas. In 
metropolitanlport towns, the ra.te of growth of 
bank offices has gone up from 10 per cent in 1970 
to 20 per cent in 1973. 

The Committee would like the Department 
and the Reserve Bank of India to analyse the 
factors that have retarded the growth rate of . 
opening of bank offices in rural a.nd· semi-urban 
areas and take immediate remedial measures not 
only to sustain but improve upon the growth 
rate from year to year. 

The Committee also note that the classifica-
tion of different centres on population basis for 
branch expansion viz. Rural, Semi-urban, Urban 
and Metropolitan was decided . in 1968. I t is 
likely that under this classification, which de-
fines rural centres as those having a population 
upto 10;000, most of the new bank offices may 
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have been located near the sub-divisional or dis-
trict tow~ and not in the interior rural areas. 
Obviously there have been significant changes 
in the rural scene with the development of trans-
port, communication, water powee and other 
infra-structural facilities since 1968. The Com-
mittee, recommended that the classification of 
rural, semi-urban, urban are~, etc. may be re-
viewed with a view to classify centres with 
population upto 5000 only as rural so ~ to locate 
branchs in really rural Meas and thereby help in 
their growth potential. 

The Committee note that after nationalisa-
tion, Government and the nationalised 'banks 
have taken steps to - open more offices in the 
hitherto unbankedlunderbanked areas and there-
by narrow down inter-State disparities existing 
in this behalf. Nevertheless, there is still con~ 
slderable difference in the popUlation coverage 
per bank office particula.rly in Eastern, Northern 
Eastern and Central States as compared with 
other States. 

The Committee need hardly emphasise that 
one of the major objectives of the nationalised 
banks is to corrl!1::t regional imbala.nce in the pro-
vision of banking facilities. They expect the 
Department. the Reserve Bank of India and the 
nationalised banks to so devise their branch .ex-
pansion programmes as to achieve early fulfil-
ment of this objective. 

The Committee note that there has not been. 
much improvement in the credit-deposit ratio of 
several States (like Assam, Bihar, Rajasthan, 
Orissa, Uttar Pradesh, Madhya Pradesh Haryana, 
as was expecten at the time of bank 
nationalisatton in 1969- and it continues to be less 

---------_ .. -. --- -- ---
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than 5(' per cent in most of these States. In fact, 
in some ~of these and o.ther States (Orissa" Uttar 
Prad~h, Ma~ya Pradesh, Himachal Pradesh. 
etc.) it has legistered a declining trend. 

The Committee need hardly emphasise that 
the nationslised banks were expected to serve as 
and ensuring that three was greater utilisation 
instruments for correcting regional imbalances 
.of deposit!' in the area itself. While the Com-
.mittee wc\..<ld like that genuine credit demands of 
the various areas are met, they see no reason 
Why the credit-deposit ratio should continue to 
be less than 50 per cent in seven States. The 
COmmittee would urge the Department and the 
banks to take concrete measures immediately for 
bringing about - tangible improvement in the 
credit-deposit ratio. of ~arious States like Orissa, 
Assam, Bihar, Uttar Pradesh, Madhya Pradesh, 
etc., particularly those where it has registered a 
deClining trend, at the earliest. 

8;35 The Committee note' that the. new bank 
branches have been a·bIe to mobilise annual de-
posits of the order of Rs. 11 lakhs and make ad-
vances ·of Rs. 6 lakhs per branch, on an average. 
They also note that no review has so far been 
conducted to tind out precisely as to how many 
of th~ new branchE:~ ,,'ere making profit:.; and 
how many were running at a loss or no-profit 
no-loss basis. Govern:nE'nt expect that though 
initially the rural branches would incur losses, 
due to a large number- of technical and exten-' 
slon staff employed there, in three or four years 
time 'they should start making profits. DUring 
evidence, 'the need for conductina ~ detailed re-
view of the wor'king of the new bank branches 
and economy in establishment costs by laying 
down suitable staffing criteria' was recognised by 
-the representatives of the Department. ----------_._----_._-----_. __ .. _--_._-
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The Committee recommend that Government 
should immediately have a comprehensive re-
view, conducted of the functioning of all new 
bank branchesloffices opened after bank nationa-
lisation with a view to finding out the true state 
of affairs of their working, reducing overheads, 
economising in their establishment .costs by 
prescribing suitable staffing criteria and work 
norms and placing on sound footing such of the 
branches as do not show -promising results even 
after the normal gestation period of three years. 
The Committee would also like the Department 
to keep the performance of new branches con-
stantly under review by having a suitable built-
in-mechanism in this behalf. 

The Committee further note that the main 
criteria to open new branches has been to provide 
them "where there have not been any banking 
facilities" subject to the availability of necessary 
infrastructure. While the Committee are in 
favour of opening of new branches particularly 
in rural and backward areas, they expect the 
Banks to work out carefully the financial im-
plications of establishing each such branch 
so that decisions could be taken hE'ving rcgard 
to all important factors and to facilitate review 
of the working of the new branch with refer-
ence to the assumption made at the time of open-
ing. The Committee suggest that in the light of 
this review, guidelines should be laid down for 
opening of new branches in the interest of 
achieving best results. 

They also observe that in the past, under the 
branch expansion programme, drawn up with 
the approval of the Reserve Bank of India, there 
have been some cases where' more banks were 
given licences to open branches iT), an area than 
was necessary, with the result that there has 
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been overlapping and unduly large complement 
of banks' staff deployed to serve a particular area 
As assured during evidence, the Committee hope 
that remedial mea·.iUres would be taken to avoid 
recurrence of such over-lapping in future. 

The Committee note that though the Lead 
Bank Scheme was introduced as far back as 
1969, so far survey reports have been prepa.red 
in respect of 318 districts out of 338 districts 
allotted to various banks and District Level Con· 
sultative Committees have been set up in 22~ 
districts only. They also note that the quality 
of the survey reports has not .been up to the 
mark and that the consultative committees too 
do not seem to have played their role effective-
ly so far. The Committee further observe that 
the Lead Banks have yet to grapple with their 
basic tas~s of involving themselv('s in the pro-
cess of economic development of the district 
concerned by evolving suitable credit plans and· 
programmes. 

The Committee cannot help expressing their 
disappointment at the very slow and tardy pro-
gress achieved under the Lead Bank Scheme. 
They would like the banks and the Department 
to immediately gear up their lean banks machi-
nery so as to complete without delay the pend-
ing work of preparation of proper survey re-
ports, setting up appropriate consultatlve com-

. mittees in the remaining districts by adhering 
a time bound programme and formulated suit-
a,ble credit schemes in conjullction with the State 
development authorities fOJ; the economic ad-
vancement of the district concerned. The Com-
mittee also expect the Department to watch the 
progress of the scheme hy II periociic stock-

. taking of the position. 
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The Committee need hardly stress that the 
composition of the District level -consultative 
committees should be broad-based. Besides in-·· 
eluding persons who are active in industry, com-
merce, educatiofl, social uplifts ::md representa-
tatives of Zila Parish ads, it should be ensured 
that adequate representation is given to repre-
sentatives of we.aker sections of the society who 
are actively engaged in the work of improving 
the economic and social conditions of the weaker 
sections. 

3.52 The Committee "late that under the Lead 
Bank Scheme, bank~ have fared better' in the 
districts in their ethnic areas than in the lead 
districts allotted to them in distant regions. The 
Committee also note that no changes in the al-
lotment of districts under the lead bank scheme 
are contemplated by Government for the pre-
sent. 

3.53 The Committee further note that Govern-
ment have not accepted the recommendation of 
the Banking Commission on the restructuring of 
the banking system as they feel that the pre-
sent 22 banks structure is "not doing badly'''. 
and if they are merged "all kinds of complica-
tions will arise." The Committee, would like 

. Goverrunent to keep under review the question 
as to what would be the most appropriate struc-

, ture for the banking system within the existi.ng 
. constraints and bring forward concrete proposals 

at the appropriate time to ascertain public reac-
tion and parliamentary approval before effecting 
any major structural change. 

3.61 The. Committee are constrained to observe 
that though one of the objectives of bank natio-
nalisation \vas to stimulate growth and develop-
ment of backwa.rd districts/areas. no special 
measures seem to have been taken by the natio-
nalised banks in this directi9n. The approach of 

-----------r--- ---... -,--.. ------
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the Department has betm to leave it to the dis-
trict level consultative Committees, set up in 
lead districts, to take care of backward areas in 
the normal course, this being "a matter with 
which State Governments are concerned." 

While the Committee recognise that the 
development of backw.ard districts/areas is the 
main responsibility of the State Governments, 
the nationalised banks have also been entrusted 
with a specific responsibility in this behalf. The 
Committee' trust that atleast now the Depart-
ment and the ~nks would take concrete steps 
towards the fulfilment of this objective by for-
mulating special hankableschemes for the dev'e-
lopment of backward districtslarea.s, bringing 
about suitable changes in theit.: methods of ope-
rations, if necessary, as was agreed to by the 
Secretary of the Department. 

The Committee further find that certain 
measures have be~n taken by, the long term 
financial institutions for, stimulating greater flow 
of credit to backward districts/areas under the 
umbrella of the Industrial Development Bank 
of India but these too do not seem to have made 
much of impact as yet and the position remains 
substantially the same as before. The Com-
mittee also note that the Government is seiz-
ed of the matter as to why there has not be:!n 
the desiFed socio-economic transformation of thf' 
'backward areas. The Committee would like 
the Government to examine in a' comprehensive 
manner as to why the backward districts/areas 
have not made any perceptible progress 'despite 
planning and developmental efforts during all 
these years and take effective measures to locate 
problem areas and plan an integrated develop-
mental approach by all concerned agencies for 
the improvement of these areas. 

The Committee further note that there are 
different lists of backward districts for purpose 
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of interest subsidy from banks and other Central 
Government incentives. It is also likely that 
the State Governments may be having still a 
different list. They also note that the Govern-
ment _are re-examining the criteria prescribed to 
ldentify the backward districts. The Commit-
tee hope that the backward rUstrictsJareas would 
soon. be' more precisely defined by Government 
for the guidance of all concerned. 

The Committee would also like special 
section to be devoteq to the achievements of the 
nationalised banks in the matter of development 
of back..yard districts and areas to the Annual 
Reports of banks/Department. 

3.71 The Committee note that though instuc-

3.'72 

tions for implementation of the differential in-
terest rates scheme were issued by Government 
in June, 1972, it was only from March, 1973 that 
the scheme "picked up tempo". They also note 
that upto September, 1973, (i.e. in 15 months 
time) a total amount of Rs. 6.81 crores has been 
advanced by the banks under the scheme which 
constitutes about 0.13 per cent of their aggre-
gate lending in a year. The performance of 
most of the banks has been much below expecta-
tion. Even the target of lending 1/2 to 1- per 
cent of aggregate advances of banks every year 
under the scheme, which was already low, had 
not been reached. 

The Committee are not happy with the pro-
gress made under the scheme which is designed 
to improve the economic lot of the weakest 
among the weaker sections of society. The Com-
mittee would like to be informed of the con-
crete measures taken to ensure that the target 
of extending 1 percent of aggregate advances to 
beneficiaries in backward areas and those com-
ing from the lower income groups is achieved in 
the cUlJ'ent year. 
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The Committee regret to note that the pro-
gress in regard to the implementation of the 
various guidel~nes for agricultural finance has 
been slow and tardy. Under. the strategy of 
area approach,' out of Il total· of about 5.67 lakhs 
villages in the country, only 6870 villages had 
been adopted by the banks, that too mainly by 
the SBI group. Powers, to the extent envisaged 
do not seem to have been delegated to branch 
managers, with the result that there are delays 
in sanction and disbursement of loans. Credit 
norms for various crops have not been worked 
out precisely by branch managers and the con-
sultancy service to the small farmers is available 
to a limited extent only. 

The Committee cannot help feeling that 
though the guidelines on financing of agricul-
ture issued by the RBI in 1970 indicated the 
strategy to be followed by the banks in this re-
gard, there appears to have been no adequate 
follow-up to ensure their implementation. Had 
this been done, the progress in agricultural fin-
ancing would have been much. better. The 
Committee trust that atIeast now, the Depart-
ment would closely follow-up the implementa-
tion of the varjous guidelines by each bank, as-
certain the difficulties, if any, in implementation 
80 as to take immediate remedial measures and 
ensure sustained progress in this regard by perio-
dical stock-taking of the position. The Commit-
tee attach particular importance to making cre-
dit available at the right time of crop season and 
linking its repayment to the sale of produce. 

The Committee also note'that the efforts of 
the Department to make Branch Mana~ers 
members of the Block and District Development 
Committees in all the States have not yet met 
with uniform success. They feel that the asso-
ciation of the representatives of local Banks 
with these Committees may be helpful to the 
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Banks in understancpng better the qc:lvelopment. 
problems of the areas. The Committee recom-
mend that the matter should continue to be vigo-
rously pursued at the highest levels with the 
State Government authorities so as to secure 
effective participation of the Banks at the grass 
root level. 

4.7 The Committee are concerned to note that 

4.14 

4.15 

recovery of agriculture credit extended is only 
to the extent of 50.7 per cent. The Committee 
see no reason why this cannot be improved upon 
by more efficient linking of recovery with the 
sale proceeds of products by beneficiaries and' 
a mor~ careful scrutiny of applications at the 
initial stage and a closer follow up till the money. 
is recovered. 

The Committee note that different schemes 
have been evolved by the various banks for cre-
dit assistance to the agriculture sector. The 
Committee need hardly emphasise the impor-
tance of rapid expansion of credit to the agri· 
culture sector on which the whole economy of 
the country and well-being of the people rests. 
They recommend that the working of all 
schemes evolved by banks for meeting credit re-
quirements of this sector should be reviewed by 
an expert group with a view to enlarging/ 
modifying their scope and initiating new 
schemes in fields like minor irrigation/tube 
well, area development, etc., or increasing the-
credit assistance to this sector. 

The Committee also note that no appraisal 
has so far been made to ascertain the impact of 
bank credit by way of addit~on to net value of 
output, the number of small/marginal farmeri 
and other beneficiaries made viable, etc., which 
are the ultimate objectives of these c.redit assis-
tance schemes to weaker sections of . society. 
The Committee recommend that, after a study 

._-------------
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of the position of data kept in certain eastern--
bank branches in this behalf, the Department 
should issue suitable' instr\1ctJons to banks for' 
the collection and maintena'nce of information 
about these vital aspects as well as other socio-
economic benefits accruing to an area as a re-
suit' of .' the bank credits. The data thus collect-
ed, should be highlighted in a consolidated man-
ner in the Annua·} Reports of the Banks and of 
the Department. 

The Committee also note that due to histori-
cal reasons, the performance of some of the 
banks in lending to agriculture and other prio-
rity sectors has been better than . the other 
banks. They hope that by a periodic review of 
bank-wfse· performance in this regard, the De-
partment would take suitable measures to bring 
about significant improvement in the achieve-
ment of all the banks at an early date. 

~.- .~ .. :"- -._. 

The Committee note that in certain States 
Hke West Bengal 80 per cent of the agricultural 
advances have been given for tea plantations, etc. 
They feel that such large scale extension of ad-
V3n.:'es for tea gardens cannot be regarded as a 
help to weaker sections. While the Committee 
have no objection to financial assistance being 
made available to any section in national interest 
they feel that there should be correct classifica-
tion in respect of such advances SO as to facilitate 
proper evaluation of the lending activities of the 
banks. Similarly the advances given in the 
capital towns of States should also be properly 
classified in the district-wise classification. 

59 4.20 'The Committee were also assured that the 
Boards of Directors of the banks were keeping 
a constant watch that the agricutlral advances 
mainly went to- the small farmers. They hope 
that the Boards would ensure this as well as 
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the proper use of funds by the beneficiaries thro-
ugh periodic assessment of ·position in this be-
half. 

The Committee are concerned to note that 
though as far back as 1970, the Talwar Commit>--
tee made a number of suggestions to facilitate 
operations of commercial banks in rural areas 
and avoid any conflict with the Cooperative 
banks already functioning there, there has been 
little progress so far towards their implementa-
tion. They are unable to understand why the 
State Governments, partit:ularly those where the 
Co-operative structure is weak, should not wel-
come these desirable reforms and implement 
them. The Committee would recommend tha.t 
the Department should· emphasist> the urgency of 
these reforms on the State Governments through 
the various forums, including the meetings of 
Regional Consultative Committees, etc., and en .. 
sure their implementation within a set time-limit. 

The Committee also note that the Cooperative 
banks structure is weak in a number of States, 
particularly in the eastern States and steps are 
being taken to strengthen it as well as to supple-
ment their efforts by direct financing of primary 
agricultural credit societies, etc. by the commer-
cial banks. They. also note that no significant 
changes in the existing rural financial infrastruCo. 
ture are envisaged by Government at present. 
The Committee would however like to stress that 
commercial banks should profit from the experi-
ence of cooperative banks which have been work-
ing in agriculture field for a number of years 
in order to ensure that sound practices which are 
in the interest of farmers and banks are adopted 
while those which have led to -such a large inci-
dence of bact debits in States in the eastern re-

.gion are avoided. 
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62 . 4.30 The· Committee would also luaest that tbe 
Department should ensure that there are cordial 
relations and full coordination between the 
various financial agencies operating in the agri-
cultural sector, by a periodic review of the posi,,: 
tion. 

63 . 4.31 The Committee further recommend that a 
study of the working of financial institutions in 
agricultural sector in Japan, particularly their 
one man service branches should be made by the 
Department with a view to benefit by their ex-
perience and making suitable changes in our own 
rural financial infr&-structure arrangement. 

64 4.32(i) To facilitate giving loans speedily, the idea 
of issuing pass books to farmers containing. full 
record of the land owned by them, should be 
vigorously pursued with the State Governments. 
According to the information available, only 
Madhya Pradesh Government was stated to have 
started this experiment. The Secretary of the 
Department agreed that "the idea is attractive 
We have everything at one place-all the relevant 
details regarding the borrower". 

65 4.32 (if) All bank branches in the rural areas should 
maintain a register giving such particulars/dat~ 
of agriculturists of the area village-wise as would 
enable them to have an idea of the total credit 
needs of that area. the capacity of an agricul~ 
turist to take a loan and return it with inter£'st 
after the harvest. etc. The representative of the 
Department matpo that some such records were 
being mainta~ned in respect of vil]Mes adopted 
bv the banks and the co-operative banks were 
also maintaining re('I'It'dc; bv way of a "a normal 
credit statement". The Committee would like. 
the Depart.ment to examinp this matter in a com-
prehe~sive manJleor in consultation witb State 
Governments. if ne('esarv and isne detailed inst-
ructions to the banks in the matter. 

44fEs=io:----·-------------- ---- ---- ---_ .. ----_. 
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66 4.32(iii) The scheme of issuing loan account pass books 

to the borrowers, as is prevalent in the Indian 
Overseas Banks, should be introduced in all the 
banks. 

·67 4.32(iv) Commercial banks should be allowed to give 
loans to Adivasi tribal cultivators in States like 
Madhya Pradesh, Orissa, Andhra Pradesh, Maha-
rashtra, where they constitute a sizeable popula-
tion and other States on the same "contract" 
basis as was being done by cooperative banks. 

68 4.32 (v) To facilitate grant of loans to sugarcane 
growers, the direct tieo-up arangement between 
the sugar mills and sugar cane-growers, which 
exists in certain States (like Andhra Pradesh, 
Tamil Nadu, Rajasthan) may be extended to 
other States also (like Bihar, Punjab, U.P.). The 
possibility of extending this' arrangement to 
khandsari field may also be considered. 

69 4.42 The Committee note that unlike other priority 
sectors, no guidelines have been issued by Gov-
ernment for lending to the small scale industries 
laying down clearly the principles and the stra-
tegy for giving of bank credit to this sector. The 
Committee regret to note that although the Bank--
ing Commission in their report in January, 1972, 
had pointed out various lacunae in giving bank 
credit to the small scale industries sector and had 
made important suggestions like reducing cost of 
operations; re-orientation of attitudes no instruc-
tions have so ~a.r been issued in the matter. The 
delay of over two years in implementing recom-
mendations of a hig}}..powered Commission is a 
sad reflection on the working of the Government 
Departments. The Committee would like Gov-
ernment to finalise their decision and issue the 
necessary instructions to the Banks in this regard. 

70 4.43 The Committee also note that unduly long 
time is being taken by the banks in processing 

.~-----------.-----.----
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applications of small entrepreneurs and there 
are delays and difficulties in the clearance of pro-
posals by other concerned agencies even in res-
pect of cases where foreign exchange or help 
from the banks is assured. Besides, there are 
deficiencies and draw-backs in the existing me· 
thods of security, margins, guarantees, interest 
rates, service charges, etc. The Committee recom. 
mend that the Department should examine all 
these aspects in a comprehensive manner, in 
coordination with the Small Scale Industries 
Board I Department of Industries and thereafter 
and thereafter issue detailed guidelines to banks 
and all others concerned. 

The Committee are also very much concerned 
with the availability of finanC'e to the handloom 
sector which provides extensive employment op-
portunities to weaker sections of society in rural 
areas. They note that Sivaraman Committee is 
examining at present the credit problems of the 
handloom industries (including traditiOll.al hand· 
looms) and desire that this Committee should 
expedite its recommendations. The Committee 
would like GovernmentlBanks to examine these 
recommendations on receipt without loss of time 
so as to evolve comprehensive guidelines to meet 
the genuine financial requirements of ihe artisans 
working in the handloom sector. The Committee 
would like to be informed of the concrete action 
taken in pursuance of these recommendations 
within six months. 

The Committee note that guidelines issued 
by the R.B.I. in March, 1971 for giving finance to 
professionals and self..employed sectors "have 

. been taken up for implementation by the banks" 
with some modification in the guideline for pro-
Viding technical assistance in a,n integrated man· 
nero They also note that simplified application 
forms have been made available in regional lan-
gauges "in some of t.he branches" and that no data 

--- -_.-.- --- -------------
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regarding the generation of employment. accre-
tion output, etc., as a result of the bank a5~istance, 
is available. 

The Committee are not happy that it should 
have taken the banks more than three years in 
implementing the guidelines. They need hardly 
emphasise that the nationalised banks have a 
crucial role to play in helpi1'g to generate more 
productive and viable employment. They expect 
the Banks and the Department to ensure that the 
guidelines are fully implemented with a sense of 
urgency and the scope of self-employment sche-
mes is widened. The Committee would also like 
the Banks to have an adequate follow-up of the 
sch~es and maintain statistics so as to know at 
any time the number of persons extended assi&-
tance (profession-wise) and the. accretion to net 
output and employment. 

A careful analysis shQuld also be made of 
schemes which failed to take oft and resulted in 
bad debts to obviate such mistakes in processing 
future applications and take effective a~tion 
against those who failed to safeguard public inte-
rest. 

The Committee further note that different 
arrangements are being made by the banks for 
providing technical consult.8ncy:guidancc service 
to the borowCl's and the same has not been or-
ganised in an integrated manner, as was envisaged 
in the guidelines. While' the Committee See no 
objection to this, they would like to strike a note 
of caution that there are already various Govern .. 
ment and other ag-encip.s in the country provid· 
fng consultancy services to the small enterprene-
urs. It is imperative that there should be no over-
lapping or duplication in this field. The Commit-
tee would like the Department/Banks to be very 

-------- ----



1 
-,-

76 

77 

78 

79 

2 

4.56 

4.57 

4.60 

4.61 

143 

3 

circumspect in this behalf so as to avoid unneces~ 
sary expenditure. 

The Committee attach great importance-to the 
extension of assistimce to smaller of the Small 
Scale Units and would like the Department/Banks 
to take special interest in affording credit facili-
ties in all genuine cases in order to encourage new 
entrepreneurs with skill but limited finance to 
enter the field. 

The Committee also note that there is no clear 
distinction between the small scale units assisted 
under the self-employed sector and those falling 
within the smaUscale industries sector. 'rhis 
does not appear to be conducive to the efficient 
dispen~1Jion of credit and pl'oper accounting 
thereof. The Committee would like th~ Gover~ 
ment to clarify the position. 

The Committee note that the banks were first 
advised by the Department in June, 1973 to 
involve themselves in the 'Half-a-Million-Jobs-
Programme' being implemented by the Planning 
Commission. Since this did not tantamount to 
any instructions, certain "areas of action" were 
spe1t out by the Department in September, 1973 
but difficulties still continued at the implement. 
tion level. The matter was further discussed in 
a meeting convened by the Planning Commission 
in November, 1973, as a result of which though 
"target per branch was not fixed ... a specific duty 
has been cast that each branch should assist the 
proposals as they come to the branches." The 
Committee further find that there has a.lso not 
been any close follow up of. the instructions issued 
by the De~rtment. 

The Committee are oot impressed at the 
manner in which the Government's plan for 
creating half-a-million-jobs opportunities on 
urgent basis has been dealt with by Banks. They 

--_ •.. _------_ ... --_._-----_._---
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need hardly point out that had there been full 
involvement right from the inception of the sche-
me, there would have been more concrete results 
to show. The Committee would like the Depart-
ment/Banks to see that while all viable schemes 
which are resources generating and labour inten-
sive are encouraged, the objective is not got 
defeated by casual examination and acceptance of 
schemes which are not viable and would result 
in waste of funds. The Committee would like the 
Department/Banks to have a close follow up of 

. the implementation of the schemes in order to 
achieve the objective of creating atleast 3.75 lakhs 
schemes in 1974-75 and laying a sound condition 
for accelerating the pace of implementation in 
succeeding years. The Committee would also 
suggest that the achievements under this scheme 
should be prominently mentioned in the .annual 
Report and the difficulties encountered and mea-
sures taken to overcome them mentioned to some 
length. 

The Committee note that though no distinct 
guidelines have been issued by Government for 
road and water transport operators retail trad-
ers and small businessmen and education sec-
tors, guidelines issued for professionals and self-
employed sector are stated to cover these sectors 
also. They also note that groupwise break-up 
of advances in a sector is not available nor any 
data regarding the impact of assistance in mak-
ing the beneficiaries viable, increase achieved 
in sales turnover etc. is maintained. The Com-
mittee have already stressed (para 4.15 loc-cit) 
the need for maintaining such data. 

The Committee would also like the Depart-
ment to monit~r the progress made in imple-
mentation of various schemes to make sure that 
assistance is going to sectors for which it was 
intended and' that it resulted in achievement of 
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objectives underlying the schemes. The De-
partment should keep a watch on the difficul-
ties encountered in implementation of schemes 
so as to resolve them speedily in the interest of 
speedier implementation. The Committee 
would also like a special watch to be kept on 
the percentage of bad debts in order to make 
sure that the resources are not frittered away. 

82 4.69 The Committee further note that though the 
various schemes devised by the banks are stat-
ed to have been advertised, there is likelihood 
that many people in different parts of the coun-
try may not still be aware of schemes and may 
not therefore take full advantage of these 
schemes. As agreed to during evidence wider 
publicity should, be given to these schemes. 

83 5.5 The Committee note that as at end of June, 
1972, the all-India percentage of recovery of 
agricultural advances made by publio sector 
banks in various States was 50.7 per cent. In 
some of the States, however, the recovery has 
been less than 25 per cent. The Committee also 
note that though 'no assessment of the extent of 
defaults or bad debts under various sectors, has 
yet been made by Government, no diftloulties 
are expected in recovery as the advances are. 

~, secured by tangible security or covered under 
the credit guarantee schemes. So far, 59 cases 
involving an amoUht of Rs. 2.01 lakhs are stat-
ed to have been referred by banks to Credit 
Guarantee Corporation for compensation. 

84 5.6 Nevertheless. the Committee would like to 
caution the banks and the Department that they 
are cutodians of public money and should not 
lightly compromise the chances of recovery. 
The Committee recommend that the Depart-
ment should make an immediate assessment of 
the recovery position under each of the priority 
sectors with a view to improving the position 

----------------------------
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of Banks lagging behind in this respect, streng-
thening the vigilance organisations of the 
banks, str~arnlir:ing recovery procedures and 
laying down stricter guidelines to obviate inci-
dence of bad debts. 

5.7 The Committee would also like Government 

5.8 

5.15 

to criti<:aUy examine the position in the review 
meeting with the bank managements also so as 
to take remedial measures in time in the inter-
est of husbanding resources for productive pur-
poses in the larger interest of the nation. 

The Committee would like a detailed analysis 
of bad debts under various sectors to be men-
tioned in the Annual Reports of banks/depart-
ment together with significant details of the 
experience gathered and the remedial measures 
taken fo reduce the incidence of bad debts. 

The Committee note that a Credit Guarantee 
Corporation of India Ltd. was set up in January, 
1971, with participation by banks, to cover 
credit facilities afforded by various financial in-
stitutions to small borrowers. They also note 
that upto September, 1972 the advance.:; of all 
institutions covered by the Corpor~tion amount-
ed to Rs. 173.42 crores (i.e. in 1 year 9 months 
time) as against the annual average advances of 
Rs. 214' crores of public sector banks. alone to 
priority sectors. The Committee feel that the 
scope and coverage of the Corporation needs to 
be considerably enlar~ed and its methods and 
procedures further ratiomllised so as to give a 
real impetus to lending to weaker sections of 
society by the banks ",nd for development of 
backtward areas. The Committee, therefore. 
recommend that Government should imme-
diately have a review d the working of the 
Corporation undertakPn in ol'der to enlarge its 
scope and coverage, and hringing the credit 

--------------- -------_._---
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guarantee scheme admiinistered by Reserve 
Bank of India for small scales industries under 
its ambit, as was agreed to during evidence. 

The Committee note that during the 3* years 
period after nationalisation i.e. from July, 1969 
to end of 1972 the nationalised banks have paid 
dividends to the extent of Rs. 15.11 crores to 
Government, b~sides adding Rs. 12.04 crores to 
their reserves. The net profits as a percentage 
of working funds have, however, declined from 
0.21 per cent in 1968 to 0.13 oer cent in 1972 and 
the return on capital i.e. ratio of dividends to 
share capital plus reserves came down from 
6.52 per cent to 5.29 per cent during the same 
period. The downward trend. in profitabillty is 
noticeable in all the banks but ill four banks, 
particularly in one of them, it is very much pro-
nounced. . 

Hhe Committee also note that due to social 
obligations after nationaIisation, Government 
expect a return of 5.5 per cent from the natio-
nalised banks; While the Committee recognise 
that the social obligations enjoined on banks are 
a constraint on earning maximum possible pro-
fits, they feel that there is considerable .scope 
for reducing servicing costs of the banks by 
better management and rationalisation of staff, 
as was admitted by the Secretary of the Depart-
ment during evidence. There is no denying the 
fact that there is scope to instil a greater degree 
of cost consciousness among the nationalised 
banks and to bring about a substantial cost re-
duction in theIr establishmeht, overtime and 
other expenses. The Committee would like the 
matter of cost reduction to be gBne into in earn-
estness with a view to' see that banks }.;rovide 
a worthy example of efficient and economic 
functioning in ihe interest of husbanding re-
sources for national development. The Com-

----------. 
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mittee need hardly emphasise that it is neces-
sary for the Banks to keep their overheads and 
establishment charges to the minimum. For 
this purpose, a regular cost analysis of each 
Branch should be conducted by the Banks to 
ensure that their administrative and staff ex~ 

penses etc. are commensurate with the work-
load and the resources generated. 

90 6.9 The Committee are concerned about the "sad 
state of affairs" of one of the banks for which 
a fact-finding Committee is stated to have al-
ready been appointed. The Committee would 
like to sound a note of caution and stress that 
timely measures should be taken not only to 
rectify the position in the affected bank but to 
see that such a situation is not al10wed to come 
to a pass in other' banks. 

91 6.10 The Committee also note that Government do 
not consider it necessary to spell out the social 
and economic obligations of the nationalised 
banks as "the two go together". The Commit-

. tee, however, feel that for a proper appraisal of 
the performance of the banks, and avoid any 
uniformed criticism about their working as also 
to make the managements well aware of their 
social and economic responsibilities, it would 
be desirable if Government make a comprehen-
sive and clear statement on the. objectives ·and 
obligations of the nationalised banks, laying 
down inter-alia their social obligations, return 
exPected on capital, generation of surpluses etc. 
The Committee would like Government tn lay 
the statement defining in dE-tail the objectives 
and obligations of the nationalised banks on the 
Tables of the two Houses of Parliament so that 
the parameters for judging the perfr)rmance of 
the banks become clear. 
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The Committee are concerned to -note that 
there had been arrears in reconciliation of 
branch accounts in seven banks and in one of 
them, the position had been "bad" for quite 
some time past. This is a sad reflection on the 
efficiency of managements of these banks. The 
Committee expect the Reserve Bank Qf India 
and the Board of Directors of the concerned 
banks to take concerted measures iptmediately 
for clearance of the backlog in accounts recon-
ciliation by a specified period and also to ensure 
that it does not fall into arrears in future. The 
Committee would like managements of other 
nationalised banks to see that reconciliation of 
branch accounts is done in time and arrears are 
not allowed to accumulate. 

The Committee note that new Boards of Dir-
ectors of the nationalised banks were constitu t-
ed by Go'~Mment in ;December, 1972, which 
besides having representatives of Government, 
Reserve Bank of India, employees, depositors, 
and artisans, include academicians, journalists, 
farmers, small scale industriaJists and persons 
from backward and tribal areas. They also 
note that various sources are consulted by the 
Department in making the panels of persons. 
suitable fon appointment to different boards. 

The Committee would, however, like to em-
phasise that the performance of an organisation 
depends largely on the quality and effectiveness 
of its top management. It should be the prime 
concern of Governrilent to see that in making 
appointments to Boards, they select the best 
persons available for these positions who can 
devote the time and attention that their duties 
as board members demand and above all, who 
have at heart weaker sections of society. 



1$0 

-----------------
1 2 

95 6.21 

96 6.22 

97 6.27 

3 

The Committee would therefore like Govern-
ment to periodkally review whether the Board 
members are able to do justice to their assign-
ments and improve upon the manner of making 
these appointments as a result thereof. The 
desirability of laying down minimum qualifica-
tions for the board membership may also be 
considered. The Committee would like to be 
informed within six months of the specific action 
taken in implementation of this suggestion. 

The Committee also suggest that the Boards 
of Directors of all the banks should have a look 
at their reporting systems so as to ensure that 
it is adequate enough to keep them contempo-
raneously informed about trends in deposit 
mobilisation, loans to priority sectors/backward 
areas, disposal of loan applications, branch ex-
pansion, profitability, decentralisation of powers, 
. manpower development and training, establish-
ment and overhead expenses etc., and focus 
attention on all vital aspects needed for man-
agement contro1. The Committee also expect 
Government Directors to exercise due vigilance 
in bringing problems requiring Government in-
tervention to the notice of the Department in 
time along with their specific suggestions to re-
solve them. 

The Committee note that certain steps had 
been taken, in the past to simplify banks' loan 
application forms and procedures in respect of 
advances under all the sectors and to delegate 
powers to various levels for quick dispo~l of 
most of the loan proposals. They also note that 
no time limit had. been laid down for disposal 
of loan applications except those made under 
the 'Half-a-mi1lion-jobs-programroe' for which a 
limit of 2 months has been prescribed. From 
the non-official evidence and during their tours, 
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the Committee gathered the impression that 
. banks are even now taking 6 months to one 

year's time for disposal of a loan application due 
to cumbersome forms and procedures and that 
many _ levels are involved in taking decisions. 
They also find that there are a number of diffe-
rent application forms in each bank for different 
loans under every sector. lit thus appears that 
serious efforts have not- been made at standard-
ising the profonnae or making them available 
in all the regional languages. 

The Committee are very much exercised 
about the excessive delays in the disposal of 
loan applications after bank nationalisation, 
despite some attempts at simplification of the 
formats and procedures. The COmmittee re-
commend that the Department of Banking 
should make an immediate assessment of the 
average time taken by banks in disposal of loan 
applications and thereafter take concrete reme-
dial measures for bringing about speedy im-
provement of the position, including further 
simplification of the formats and procedures and 
their standardisation, decentralisation of powers 
and prescribing a 'Suitable time limit for disposal 
of loan proposals. The Committee would like 
the Department to examine critically the per-
f9rmance in this behalf at the review meetings. 

The Committee are very much perturbed to 
note that work motivation in banks has become 
less and less and servke to the clients is not 
r~iving appropriate attention. The Commit-
tee would like to remind in this context the 

. promise of "improved service" to the general 
public made at the time Gf bank nationalisation_ 
The lowering of efficiency and work standards 
in a sensitive organisation like Banking is a 
matter of deep concern. The Committee would 
like the matter to be examined in depth and a 

---------------- ---
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sustained drive launched to improve the image _ 
of banks as a service organisation to the public. 

The Committee also .note that necessary 
machinery exists in the banks for redressa~ of 
grievances of the employees and with the inclu-
sion of their representatives on Boards of Direc-
tors there is some improvement in the em-
ployees management relations and other mea-
sures are also WIder way to secure greater in-
volvement of staff in the efficient working of 
the banks_ The Committee expect the bank 
managements and employees to conduct them-
selves in a manner that may stand out as an 
example to others in the country_ 

The Committee would also suggest that the 
management should try their best to resolve 
without delay the genuine diffic~lties t:xperi-
enced by the employees and not allow the griev-
ances of employees to accumUlate in the interest 
of sustaining efficient service_ 

The Committee also note that measures are 
in hand to improve the procedure of recruit-
ment of staff in the banks. They hope that a-
suitable uniform system for staff recruitment in 
all the nationalised banks will soon be evolved 
by the Department and given effect to in the 
interest of attracting best talent. 

The Committee note that each bank is having 
its own training arrangements rather than pro-
moting training on a common basis as was envk 
saged at the time of bank nationalisation and 
there are a total of 16 training colleges and 90 
training centres of public sector banks_ They 
also note that a Committee of Direction for 
Formulation and Implementation of Training 
programmes has been constituted by the De-
partment to direct the training programmes 
of public sector banks and its suggestions re-

------- -----------------



1 2 

104 6.46 

105 6.47 

106 6.48 

JS3 

3 

garding full utilisation of training capacity, 
defining training backlog and clearing it, job 
rotation, change in contents of courses etc. are 
under implementation by the banks. 

The Committee consider that the utilisation 
of present training capacity and contents of 
courses need a thorough reorientation so as to 
ensure that there is no waste of scarce resources 
and the training in designed to meet adequate-
ly the growing demands of banks for the right 
type of personnel for manning the new branches. 
The objectives of bank nationalisation and the 
sympathet!c treatment required to be meted out 

. to the weaker sections of society have to be 
brought home to trainees through regular/refre-
sher courses. The Committee desire that depart-
mental Committee 01£ Direction for Formulation 
and Implementation of training programmes 
should' keep this objective prominently in view 
while finalising training programmes. 

The Committee would also suggest that emi-
nen.t University Professors, who are concerned 
with the subject of Banking, should be closely 
associated with the drawing up of syllabus in 
the Training Colleges/Centres of the Banks and 
the syllabus should be periodically evaluated 
and reviewed in consultation with them and 
other experts in the field so as to incorporate 
latest developments in Banking. 

The Committee further suggest that the De-
partment/Banks should also study the methods 
of training in Bank Management followed in 
other countries. p~rticularly Japan. U.K., France, 
U.S.A., West Germany etc. so as to adapt their 
significant features and points. applicable to ollr 
system of Banking, in the training courses im-
parted by the Banks.' 

----- ... _._--_._. __ .... _---- -.-- .. - ------_ ... -_. 
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The Committee note that so far Government 
have 'not found it necessary to issue any direc-
tions to public sector banks and the various 
guidelines on priority sectors finance etc. 
have been issued to banks through the medium 
of the R.B.1. They further note that necessary 
bala.nce has been maintained by Government 
"between the rights of the owner and the auto-
nomy of the banks". While the Committee do 
not favour any undue erosion of the autonomy 
of the banks, they expect the Department of 
Banking also not to be unmindful of their obli-
li(ations to safeguard the public interests and to 
ensure that the banks fulfil the objectives for 
which they were nationalised. 

The Committee further note that the Depart-
ment is manned by a Secretary, an Additional 
Secretary. five Joint Secretaries, assisted by 
Director/Deputy Secretary and a complement 
of other officers and staff. The total staff 
strength of the Department increased from 79 
in February. 1970 to 205 in Februarv. 1974, with 
anIlUal expenditure rising from Rs. 2.46 lakhs 
to Rs. 17.83 lakhs. The Committee hope that 
with this strengthening of' the Department and 
the active assistance of the Reserve Bank of 
India it would be possible for the Government 
to keep effective watch over the working of the 
banks with particular reference to the effective 
implementation of the socio-economic goals set 
before them. 

The Committee note that half-yearly progress 
reports are obtained by the Department from 
banks coveTing various aspects of their work-
ing. As these reports are quite voluminous the 
Committee are not sure whether the Depart-
ment o~ Banking finds them useful for inform-
ing themselves about problems of the banks or 
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assessing their performance. The Committee 
therefore recommend tha t the Department 
should review the proforma prescribed for these 
half-yearly reports and the information receiv-
ed in response thereto so as to cut out non-
essential information and to concentrate on 
items which are important for the exercise of 
check at key points and for providing Govern-
ment with timely informatioh about the true 
picture of functioning of a bank. 

The Committee also note that for exchange of 
views on various matters affecting the ba. 
meetings of Chief Executives of banks are held 
with the Finance Minister. These such meet-
ings were held in 1970, two each in 1971 and 
1973 .but no, meeting was held in 1972 on the 
plea that most of the banks were represented at 
the Regional Consultative Committee meetings 
held in that year, etc. Evidently 'this is not a 
valid reason for not convening any meeting dur-
ing 1972. The Committee attac~ great import-
ance to these meetings and hope that they would 
be convened at regular intervals for thrashing 
out specific common problems affecting the 
banks. The Committee also need hardly em-
phasise that what is more important is the 1m-
plementa.tion of the sugg~tions emerging out 
of such meetings through effident follow up 
action. 

The Committee further note that after 1970, 
six Regional Co~ultative Committees were 'set 
up by the Government to review banking deve-
lopments in the respective regions and make 
suggestions for improvement. The Committee 
are, however, constrained to observe that since 
their inception. these Committees have not only 
once except the Southern and Northern region 
Committees which met twice. The plea ad-
vanced that the Department had to take "lOme 
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positive action" on the suggestions made at first 
meetings before calling further meeting is not 
tenable. It needs no emphasis that meetings of 
these Committees help in greater coordination 
between the banks and State developmental 
agencies, apart from enabling the Department 
to know the reactions of the State Governments 
about the working of banks. The Committee 
stress that meetings 01£ these Committees should 
be held at regular intervals in future and there 
is close follow-up to ensure timely action. 

The Committee trust that the Department and 
the R.B.I. would soon take effective measures for 
improvement in the presentation of banking 
statistics which is so vital for .any analytical 
study or appraisal of performance. They would 
also suggest that statistics relating to public 
sector banks should be brought· out' separately 
in the R.B.!. Bulletins and other publications. 

The Committee not~ that the Annual Reports 
of the nationalised banks in respect of each of 
ihe last two years had been presented by Gov-
ernment to P3:rliament during the Monsoon 
Session i.e. during the month of July· of the. 
succeeding year and that this would be done in 
future also. 

The Com'lnittee appreciate the readiness of the 
Ministry to present to Parliament a separate 
consolidated report reviewing the working of all 
the public sector banks, as is done in the case 
of public sector undertakings. Tn this connec-
tion the Committee would, however, like to in-
vite the attention of the Department to para 
14.5 of their 24th Report (1972-73)' on Revision of 
the Form and Contents of Demands for Grants 
and 46th Report of the Committee on Public. 
Undertakings (1973-74) in which suggestions 
have been made for improving the information ------- --. ~- -... - .. -,-~~-.~- -.--~-
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given in the consolidated report on public un· 
dertakings. The Department may consider those 
suggestions in preparing a suitable consolidated 
report on public sector banks the idea being 
that the report should contain infonnation on 
all vi tal aspects affecting the banks in a proper· 
ly analysed and intelligible manner to enable 
the Members' of Parliament and the public to 
judge the effidency of service rendered by the 
banks and in particular the achievement of 
socio-economic objectives underlying nationali.-
sation. The Committee would like the Depart-
ment to present this consolidated report on the 
banks along ·with the annual reports of indivi-
dual banks. . 



APPENDIX VI 
(Vide Introduction) 

ANALYSiS OF RECOMMENDATION'S/CONCLUSIONS CONTAINED IN THE 
. R.EPORT' 

I. CUSSIflCATION OF RECOMMENDATIONS 

A. Rec:ommendatiODl for improving the organisation and working: 

Serial NO'. 3-3., 39-.7, 49-85, 87, 88, 9O-IU 

B. Recommendations for effecting economy: 

Serial NO'. 35-38, 89 

C. Misc:eUaneoua Recommendations: 

Serial Nos~ I, 2, 48, 86, HZ-II4 

1/. ANALYSIS OP RECOMMENDATIONS DIRECTED TOWARDS ECONOMY: 

81. NOB. 88 per summary of 
Recommendations (Appendix V) 

Particulars 

35-38 Need for a Comprehensive review of working of new' 
branches/offices in order to reduce overheads, 
economise in establishment costs by pr;escribing 
staffing criteria work norms, etc, and also to lay down 
guidelines for opening of new branches, 

Need for cost reduction to be gone into in earnestnC8s 
in various banks and reduce servicing costs by better 
DlBDIIIement Bnd rationalisation of staff. 
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