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INTRODUCTION 

The banking scene in 1986-87 (July- 
June) was characterised by continued 
growth both in deposits and in credit. The 
profit performance of banks showed 
improvement. The spectrum of banking 
activities expanded with the larger inter- 
face with capital markets. Deposits of 
scheduled commercial banks rose by 
Rs. 15,517 crores (16.9 per cent) and bank 
credit by Rs.6,524 crores (1  1.4 per cent) 
during the year. While there was a fall in 
food credit, the expansion in non-food 
credit was larger both in absolute terms 
and in terms of rate of expansion as 
compared with the p;evious year. The 
share of priority sector advances in total 
bank credit reached a new high of 43 per ' 
cent and the banks exceeded the sub- 
sector lending targets. In the area of 
branch expansion, the emphasis was on 
consolidation and the number of new 
branches opened was therefore lower as 
compared to the expansion during more 
recent years. Steps were also taken during 
the year towards rationalisation of the 
branch networks and operations of public 
sector banks abroad. In the monetary 
sphere, a downward adjustment in the 
interest rates structure, raising of reserve 
ratios and the rationalisation of selective 
credit controls were the more important 
developments. Implementation and 
supervision of the action plans drawn up 
by the public sector banks has helped to 
bring about several improvements in the 
operations and performance of banks, 
though strains arising from inadequate 
recovery of dues and industrial sickness 
persist. 

1.2 During the year 1986-87 (July-June), 
aggregate deposits of scheduled 
commercial banks recorded a higher rise in 



absolute tcrrns but the rate of growth was 
I o w L ' ~ :  dcpnsits increased by Hs. 155 17 
crores o r  16.9 per cent, as against an 
increase of Ks. 14,753 crores or 19.1 per 
cent in 1985-86. The decline in the rate of 
growth of deposits was attributable to time 
deposits which decelerated significantly 
from 20.6 per cent in 1985-86 to 17.5 per 
cent in 1986-87. In contrast, demand . 

deposits rose by 14.1 per cent as compared 
with 13 per cent increase recorded during 
the previous year. The deceleration was 
noticeably sharp in the last quarter viz., 
April-June 1987 as compared to the 
corresponding period of the previous year 
and this led to the dampening of the 
overall rate of deposits growth for the 
year. Demand deposits increased by only 
Ks.149 crores in the quarter April-June 
1987 in contrast to a sizeable rise of 
Rs. 1,381 crores in April-June 1986. Time 
deposits showed 'a rise of Rs.4,452 crores 
which was-lower than the rise of Rs.5,043 
crores witnessed in the corresponding 
period of the previous year. 

1.3 Though there was a deceleration in 
the rate of growth of deposits, bank 
deposits as a percentage of total savings in 
financial assets by the household sector 
rose from 67.5 per cent in 1985-86 to 69 
per cent in 1986-87. The ratio of deposits 
to Net National Product at current prices 
has also risen to 47.6 per cent in 1986-87 
from 38.4 per cent in 1982-83. 

1.4 The expansion in bank credit was lar- 
ger in absolute terms, but the growth rate 
was lowcr: bank credit which expanded by. 
Rs. 6,308 crores or  by 12.4 per cent in 
1985-86 increased by Rs.6,524 crorcs or by 
11.4 per cent in 1986-87. This slow down in 
the rate of expansion in bank credit was a 
result of a sharper fall in food credit by 

Rs.1,454croresas against a deciine of Rs.353 
crores in the previous year. The sharp dr- 



clinc in food crcdit was riue to the return 
flow of f~ilicis from the Food Corporation ot 
Iriciia to the banking system following the 
soft loan made available by thc Govern- 
rnerit of India to the FCI. The rc'l;ttivc 
share of food credit has declined over the 
last two years; food credit as percentage of 
total bank credit decli~ied significantly 
from 13.3 per cent at end-Junc 1985 to 
11.2 per cent at end-June 1986 and further 
t o  7.8 per cent by end-June 1987. Non- 
food credit, however, showed a larger rise 
of Rs.7,978 crores in 1986-87 as against 
Rs.6,662 crores in 198546; in percentage 
terms also the expansion at 15.7 per cent 
was lnarginaily higher than the rate of 15.1 
per cent in the previous year. 

1.5 In  view of the large increase in the 
volume of reserve money and overall 
liquidity during the previous three years, it 
became imperative to pursue a cautious 
credit policy to  avoid a resurgence of 
inflationary pressures during 1986-87. In 
this context, the reserve requirements 
both under CRR and SLR were raised and 
their enforcement was made stricter. As 
referred to in the last year's Report, 
penalties were imposed for daily shortfalls 
in the maintenance of SLR by banks and 
the& was a phased reduction of the 4 per 
cent band of waiver of SLR shortfall, and 
its elimination by October 1986. The SLR 
was raised from 37 per cent to 37.5 per 
cent with effect from April 25, 1987. As a 
result of the measures taken during 1986- 
87 and the previous year, there has been a 
marked improvement in the maintenance 
of SLR on a daily basis by banks. 

1.6 In the wake of build up of excess 
liquidity with banks towards the close of 
1986, the Cash Reserve Ratio was raised 
from 9.0 per cent to 9.5 per cent effective 
February 28, 1987 for the purpose of 



~ ~ ~ 9 . 5 ~ W f i ; r i T ~ i g l l  immobilising a part of the excess liquidity. 

$33brnMmHqwsrdw$$  The second instalment of cash balances of 

~ ~ ~ h ~ m f c G t $ T $ ? 2 4 8 ~  
Rs.248 crores lying impounded with the 
RBI under incremental cash reserve ratio d a ~ a ~ * @ m ~ h  reauirements which was to be released in 

19873mfSiglWlI ~ , d 3 ~ & 8 ~ f h  lanuary 1987 was postponed initially and 

f $ ; m i m r & ~ i t % d ~ ~ ~  subseqpently rescinded in March 1987 due 

Ti%*- & 1 9 8 7 i f ~ W f i ; 4 1 V l l  
to the comfortable resource position of 
banks. 

1.7 ~ I P J ~ ~ ~ 8 & & ~ .  1.7 With a view to imparting a measure 
m h l = N & & @ - $ W ~ ~ ~  of flexibility and manoeuvrability in 
V&sdIF i  1 9 8 7 ~ ~ ~ 1 8 2 ~ ~ ~ "  

liquidity management by the banks, "182 
Days Treasury Bill" Refinance Facility 

~ ~ ~ Z f t ? l a l  was introduced in April 1987. 

1.8 A downward adjustment of ihe 
interest rate structure was the highlight of 
the interest rate policy pursued during the 
year, From August 1986, the lending rates 
for export credit (pre-shipment and post- 
shipment) were reduced by 2.5 percentage 
points to help the country's export efforts. 
To compensate the foss in income to 
banks, the interest rate subsidy on export 
credit was stepped up from 1.5 per cent to , 

3 per cent. With a view to reducing the 
cost of money and imparting flexibility to 
the interest rate policy, selective changes 

~ ~ ~ ~ ~ r n a r n m *  were made in the structure of lending and 

?3*$75.0amvm4~;m*~;r ; tu% deposits rates in April 1987. All lending 
rates of banks above 15.0 per cent were 

S e r n Z $ $ ~ a R K f % % ~ ~ ~ r m l %  reduced by one percentage point with a 
$ a ? V $ ~ f % M s f t d m ~ % :  view to lowering the cost of credit to the 

borrowers. The changes made i n  lending 
rates of banks are as follows: 

Effective April 1, 1987 

1. Bands of 16.5- 16.5%. fixed 
17.5 and 17.5% 
(fixed) 

2.' Bands with a Bands with a ceiling 
ceiling of 16.5% of 1 5 5 %  

3. 16.5% fixed 15.5%fixed. 
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1.9 The deposit rate of banks for the 
longest maturity was reduced to maintain 
the margin between borrowing and 
lending rates of banks. The maximum 
deposit rate was reduced from 11 to 10 per 
cent and this was made applicable to 
deposits with a maturity of two years and 
above. The shortening of the maturity 
structure with the maximurn deposit rate 
being paid on 2 years instead of 5 years as 
hitherto, would enable easier adjustment 
of bank interest rates in response to 
changing economic circumstances. In 
respect of deposits of 1 year and above but 
less than two years, the rate was raised 
from 8.5 per cent to 9.0 per cent and the 
rates in respect of 'other maturities 
remained unchanged. 1 

1.10 Simultaneously, interest rates on a 
wide range of alternative savings 
instruments were also lowered to maintain 
inter se relativity. A co-ordinated across- 
the-board reduction in interest rates on 
savings instruments was implemented in 
April 1987 covering bank deposits, post 
office deposits,national savings ,cerfiticates, 
company~deposits,debentures,,public sector 
bonds and other schemes. For the first 
time such a conscious policy measure was 
taken with a view to avoiding unhealthy 
competition among various avenues of 
savings. 

1.11 With a view to developing bills 
finance as payments mechanism, the 
following steps were initiated: 

i) reductian in the effective inteiest rate. 
for bills discounting on behalf of 
borrowers in thehighest interest range; 

ii) raising the ceiling on the rediscount 
rate from 11.5 per cent to 12.5 per cent 
in order to  attract additional funds into 
rediscounting businessi 



iii) fixing a time scale for gradual 
substitution of bills for cash credit 
limits in case. of Credit Authorisation 
Sche'me parties. 

1.12 The Credit Authorisation Scheme 
(CAS) was substantially liberalised during 
the year. The liberalisation would lead to 
reduction in the number of bank 
borrowers coming under prior 
authorisation and vesting of - larger 
discretionary powers with banks. CAS 
parties which in future comply with the 
prescribed credit discipline will also be 
exempted from such prior authorisation. 
There is also a commitment by RBI for 
disposal of applications/references from 
banks under the scheme within a period of 
one month. 

1.13. Other policy changes were in the 
nature of rationalisation and effective 
implementation of. existing measures. 
Rationalisation of selective credit controls 
initiated in 1985-86 continued during 1986- 
87. Where the commodity balances were 
favourable, such controls were relaxed, 
and where such controls were no longer 
needed, these were abolished. 

1.14 In the new branch licensing policy 
special emphasis was laid on consolidation 
while at the same time, ensuring the 
availability of a bank branch within a 
distance of 10 kms. in the rural and semi- 
urban areas and a coverage of 17,000 
population per bank office in rural and 
semi-urban areas of each block. More 
liberalised norms for branch expansion in 
hilly and tribal areas were adopted. 
During the period July 1986-March 1987, 
300 new branches were added, of which 
four-fifths were in unbanked centres. 
Branch Offices in the rural areas formed 
nearly 56 per cent of the total at the end of 
March1987as compared to  only22 per cent 
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in June 1969. With a view to ilnproving thc 
functio~lal efficicucy of rural branches, 
banks were rlctvised in August 1986 to 
observe one day in a week as non-public 
business working day at the rural branches 
so that the managers could spend the day 
exclusively in the field to contact their 
present and prospective clientele for 
developmental and promotional work, for 
mobilisation of deposits, credit allocation, 
supervision over the end-use of credit., 
recovery of loans and rendering 
appropriate guidance to borrowers. Banks 
were also urged to set up satellite br 
mobile branches in areas where the 
volume of business and other conditions 
did not warrant the setting up of a regular 
branch. 

1.15 Reference was made in the last 
year's Report regarding the action plan of 
banks for improving their overall 
performance and efficiency. Satisfactory 
progress in the implementation of the 
action plan in 1986-87 was made. Steps 
have been taken specially for revamping 
credit management through the device of 
health coding, timely review and renewal 
of credit limits, time-bound action for 
detection of sickness, determining viability 
of sick units and activating nursing 
programmes andlor initiation of recovery 
procedures in respect of non-viable units. 
There have been improvements in house- 
keeping and customer service. The Reserve 
Bank continued to hold quarterly meetings 
with the Chairmen of public sector banks 
to monitor the progress in implementation 
of the action plans. All the banks 
continued to  fulfil the credit targets fixed 
in respect of priority sector and sub-sectors 
within the priority sector. Available data 
of 50 scheduled commercial banks on 
sectoral deployment of credit show that 
during the period July 1986 to  April 1987 
advances to the priority sectors increased 



by Rs.3,056 crores as compared with 
Rs.2,534 crores during the corresponding 
period of the previous year. The share of 
priority sector advances in total 
outstanding net bank credit formed 43 per 
cent at end-April 1987 as against 41.1 per 
cent a year ago. The share of outstanding 
advances to agriculture at Rs.10,592 crores 
was 41.8 per cent of total priority sector 
advances at end-April 1987. Outstanding 
advances to small-scale industries at 
Rs.9,300 crores constituted 36.7 per cent 
of priority sector advances. Direct 
advances to agriculture by public sector 
banks constituted 16.2 per cent of the total 
net bank credit at end-December 1986 as 
against the target of 16 per cent set for 
March 1987. Adirances to weaker -sections 
at end-December 1966 formed 10.8 per 
cent of net bank credit as against a target 
of 10 per cent set for March 1985. The 
loans outstanding under DRI Scheme at 
Rs.561 crores at end-December 1986 
accounted for 1.2 per cent of the total 
advances and were spread over 48 lakh 
accounts. During 1986-87, the sphere of 
social banking was further widened by 
introducing a new lending scheme for 
poverty alleviation for the urban poor. 
Also, measures were taken to increase the 
flow of credit to the minority communities. 
There was marginal improvement in 
percentage of recovery to demand in 
respect of direct agricultural advances 
which rose to 56.2 per cent at end-June 
1986 from 54.2 per cent a year earlier. 
However, there is considerable scope 
for improving the overall recovery 
performance of banks. Further, industrial 
sickness continues to affect bank 
profitability adversely. 

1.16 For the banking system as a whole, 
t he  credit-deposit ratio stood at 59.4 per 
cent at end-June 1987 as against 62.3 per 
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cent at end-June 1986. As against the 
target of 60.0 per ccnt fixed for the public 
sector banks in rcspect of rural and semi- 
urban branches separately, thc CD ratio at 
end-December 1986 for rural branches was 
60.5 per cent and for semi-urban branches 
51.3 per ccnt. 

1.17 Addressing the concerns that 
emerged in respect of the overseas 
operations of public sector banks in the 
last twolthree years, steps were taken 
during the year by the Reserve Bank in 
consultation with Government, towards 
rationalisation of the overseas branch 
networks. Two approaches were adopted. 
On the one hand, banks were asked to 
review and close down non-viable 
branches. On the other, in London where 
there were many branches of several 
banks, a programme of consolidation was 
undertaken. Eleven overseas branches 
were closed during the year bringing down 
the number to 123 as at end-June 1987. 
The process of rationalisation entailed the 
withdrawal from international banking, of 
four public sector banks - all operating 
only in U.K.; the assets and liabilities of 
these banks were transferred to other 
Indian banks operating in that country, as 
frbm the beginning of JanuarylFebruary 
1987. This brought down the number of 
Indian banks having offices 'abqpad to 9. 
With a view to strengthening the operating 
and monitoring systems in these banks in 
relation to the- international banking 
business of their overseas branches, 
guidelines were issued covering exposure 
norms, country risk management, control 
of liquidity and interest rate mismatches 
and currency lending exposures. 

1.18 The widening of the spectrum of 
banking activities gathered further 
momentum during the year. The larger 
Indian banks and foreign banks have 



sought to diversify their activities into new 
business areas like lease financing. They 
are also contemplating entry into mutual 
funds, venture capital and housing 
finance. Some of these activities are being 
undertaken through promotion of 
subsidiaries or equity holding in other 
financial companies. The inter-face with 
capital market also expanded subject to 
directives and prudential guidelines of the 
Reserve Bank. The thrust was on 
merchant banking activities, especially on 
management and underwriting of new 
issues. 

1.19 There was also a general 
improvement in the overall profitability of 
banks during 1986. Certain decisions taken 
by the Government and the Reserve 
Bank, such as augmenting the capital base 
of public sector banks,higher coupon rates 
on Government securities and higher 
return on cash balances maintained with 
the Reserve Bank led to the improvement 
in profitability of banks. The hike in 
service charges and enhanced staff 
productivity were also contributory 
factors. 

1.20 The improvement in profitability of 
banks registered in 1986-87 was 
attributable to  a considerable extent to 
exogenous factors, namely, policy 
responses of the Government of India and 
the Reserve Bank. If the commercial 
banks are to sustain their profitability at  a 
reasonable level in the coming years, 
certain endogenous factors have to  be 
effectively addressed, especially those 
concerning internal structure, cost control, 
including specially, establishment costs, 
house keeping, credit and funds 
management and customer service. 
Improving the quality of loan assets and 
timely recovery of dues are two important 
areas to which increasing attention will 
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have to bc paid. In this context, 
commercial banks as well as governments, 
especially at the state level must strive to 
create and maintain an environment 
conducive to financial discipline and 
recovery of dues. The composition of 
banking business is undergoing changes as 
banks undertake new activities. It is 
however, essential for them to eschew 
speculative business and to ensure that 
their major function of providing working 
capital to agriculture, industry and exports 
is effectively performed. 



CHAPTER 2 
COMMERCIAL BANKING 

Overview 

During 1986-87 (July-June), the rise 
in aggregate deposits of scheduled 
commercial banks was larger in absolute 
terms at Rs.15,517 crores (16.9 per cent) 
as against Rs.14,753 crores (19.1 per cent) 
in 1985-86. The expansion in bank credit 
was also higher .in absolute terms at 
Rs.6,524 crores (1 1.4 per cent) in 1986-87 
as against Rs.6,308 crores (12.4 per cent) 
in 1985-86. The growth rate, however, was 
lower due to a sharp decline in food 
procurement advances; the rate of growth 
of non-food credit was higher at 15.7 per 
cent as against 15.1 per cent in the 
previous year. Investments . of banks 
continued to grow at a steep rate of 22.1 
per cent on top of a rise of 21.4 per cent in 
1985-86. 

2.2 As persistent increase in reserve 
money accompanied by growth in overall 
liquidity continued to cause concern, the 
stance of credit policy during the year 
remained one of caution so as not to fuel 
inflationary pressures. The policy 
measures taken in'clude inter alia 
enhancements in reserve requirements as 
also emphasis on effective maintenance of 
SLR by banks. To impart flexibility to the 
interest rates policy, selective changes 
were made in- the structure of deposit rates 
and maturity structure of deposits. 
Simultaneously, with a view to reducing 
the cost of money, the maximum lending 
rate of banks was reduced. .. 

3wlfmJitTm*~ Trends in Deposits and Credit 

F- Aggregate Deposits 
2.3 W J @ R i ~ - $ i i ; i ~ ~ W l R @ d  2.3 The growth rate of aggregate 
d@~$fe; 1 9 8 3 - 8 4 3 m  19*$ deposits of scheduled commercial banks 
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which had been hovering consistently at 
around 19 per cent since 1983-84 declined 
to 16.9 per cent during 1986-87 (July- 
June). At Rs.15,517 crores, though the 
increase was higher in absolute terms than 
that of Rs.14,753 crares in 1985-86, in 
percentage terms the growth rate at 16.9 
per cent was significantly lower than that 
of 19.1 per cent (Table 2.1). The decline in 
the growth rate may be due to a diversion 
of savings oE the household sector into new 
issues in the capital market and new 
financial instruments introduced during 
the last couple of years. Quarter-wise 
analysis of data given below shows that 
while in the second and third quarters 
(i.e. October 1986 to March 1987), 
aggregate deposits recorded a higher 
growth than in the correspondifig quarters 
of the previous year, the growth rates 
during July-September 1986 and again in 
April-June 1987 were lower; the 
deceleration, particularly in the last 
quarter was sharp, with the growth rate 
being only 4.5 per cent as against 7.5 per . 
cent in April-June 1986. 

w m m * *  
Growth in Aggregate Deposits 

1985-86 1986-87 

m. rn(*mzii it) m *(*d3) *in* 

Quarter Amount Percentage Amount Percentage 
(Rs. crores) growth (Rs.crores) growth 

&-rn 
July-September + 1,720 +2.2 + 1,426 + 1.6 

mql '-rn 
October-December 1- 6,662 +8.5 + 8,645 +9.3 

3=l&-rlTd 
January-March 

*-P 
April-June 

w (Td-93 
Total (July-June) 



TABLE 2.1 : SCHEDULED COMMERCIAL BANKS' DATA 
(* d) (Rs. crores) 

=i4 
riC iwafeiarnd- j: 3m m-rn 

Outstanding as on Variations during the year Items 

T' * T' 
June 28, June 27, June 26, 

1985 1986 1987@ 1985-86 1986-87 

1 2 3 4 5 

1. mclmlfw 
Aggregate Deposits 77,075 91,828 1,07,345 +14,753 3- 15,517 

(c19.1) (-1-16.9) 
(a) rn mTtlfm 
A) Demand Deposits 15,039 16,993 19,383 + 1,954 +2,390 

(+13.0) (+14.1) 

(a) Tifsrit m@mri 
B) Time Deposits 62,036 74,835 87,962 +12,799 +13,127 

(+20.6) (t17.5) 
2. p*m 

Total Bank Credit 50,921 57,229 63,753 +6,308 +6.524 
(+12.4) (+11.4) 

(%I m 
A) Food Credit' 6,765 6,411 4,957 -354 - 1,454 

mh TJ l  
B) Non-food Credit 44,156 50,818 58,796 +6,662 +7,978 

(+15.1) (+ 15.7) 

3. fav 
Investments 27,252 33,079 40,387 +5,827 +7,308 

(+21.4) (+22.1) 
(%) w5ra am%;isi 
A) Government Securities , 17,467 20,896 26,093 +3,429 +5,197 
(W = *am*amsi 
B) Other approved Securities 9,785 12,183 14,294 +2,398 +2,111 

4. m*wi4mfw*tsrrrstsoFnsf 
Cash-in-hand and Balances wit11 RBI 12,305 14,455 18,053 +2,150 . +3,598 
(a) wpl * Wd 
A) Cash-in-hand 1,419 1,515 1,481 +96 -34 
(a) mit&itmcr*m 
B) Balances with RBI 10,886 ' 12,940 16,572 + 2,054 +3$32 

5. mif*+fW*m 
Borrowings from RBI 1,863 544 1,136 -1,319 +592 

6. W l - W l v  

Credi t-Deposit Ratio 66.1 62.3 59.4 
7 . ~ ~ - 3 r m ~  

Non-food Credit-Deposit Ratio 57.3 55.3 54.8 
8. m-;jmr qiya 

Investment-Deposit Ratio 35.4 36.0 37.6 

@:*m*itm 
: Partially revised. 

m:-aRit*wmd*maile-curfitt, 
Note : Figures in brackets indicate percentage i n n e w  over the ~ r ~ v i o ~ s  ye& 

- s i m : ~ M ~ ~ , 1 9 3 4 ~ ~ 4 2  ( z ) % a ~ ~ i a m f z l g a a m t ~  

Source : Returns received under Scctian 42 (2) of the ~ f 3 1  AC., 19%. 
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2.4 An analysis of tlzc seasonal variations 
in aggregate deposits reveals that deposit 
growth in the 1986 slack season at 
Rs.7,734 crores was larger in absolute 
terms than that of Rs.6,764 crores in  the 
1985 slack season; but the growth rate at 9 
per cent was slightly lower by 0.3 
percentage point. During the 1986-87 busy 
season aggregate deposits increased by 
Rs.8,549 cscres (9.1 per cent) as compared 
with Xs.G,754 crores (8.5 per cent) in .the 
1985-86 busy season. 

Grocvtlr irc Dernand artd Time Deposits 

2.5 Component-wise analysis of deposit 
growth during 1986-87 (July;-June) reveals 
that wl~ile there was a decele~ation in the 
growth rate of time deposits, there was 
improvement in the case of demand 
deposits. The rise in demand deposits at 
Rs.2,390 crores (14 .i per cent) was higher 
both in absolute and percentage terms 
than that o l  Ws.i ,954 crores (13.0 per cent) 
in the preceding year. Though the growth 

@ 
in time deposits at Rs. 13,127 crores was 
higher in absolute terms as compared to 
that of Rs.12,799 crores in 1985436, in 
percentage terins the growth rate at 17.5 
per cent was lower than that of 20.6 per 
cent. 

2.6 The data on quarterly break-up of 
variations in demand and time deposits 
given in tile Table on page 16 
indicate that, while demand deposits 
recorded a larger increase during the 
second quarter (October-December), the 
increase during the.  last quarter 
(April-June) was sizeably lower than 'that 
during the comparable period of the 
previous ye'ar. During the first and third 
quarters, however, demand deposits 
witnessed a decline though to a lesser 
extent than those in the corresponding 



Demand and Time Deposits 

*amm*q% m-i=@ 
msrzft Growth in demand deposits Growth in time depnsits --- 

Quarter 1985-86 1986-87 1985-86 1986-87 

- - *-- 
July-September 

w-- 
October-December 
m-mi *-ag March 
April-June * (v@-w) 
Total (July-June) 

quarters of the previous year. The growth 
in time deposits was lower in the first 
quarter (JulySeptember) and again in the 
last quarter, as compared with the 
preceding year. 

Trenak in Credit 
2.7 The expansion in bank credit during 
1986-87 ( ~ u l ~ - J u n e ) ~ a t  Rs.6,324 crores was 
higher in absolute terms than that of 
~s.6- the previous year; but 
the growth rate a t  11.4 per cent was lower 
than that of 12.4,per cent. The absolute 
decline in food credit at Rs.1,454 crores 
was very substantial compared to that of 
Rs.354 crores in the previous year and 
reflects the return flow of funds from the 
Food Corporation of India (FCI) 
consequent on the Government of India 
making available soft loans to FCI to 
enable it to clear part of its indebtedness to 
banks. Non-food credit expansion by 
ds.7,978 crores (15.7 per cent) was larger 

- both in absolute and percentage terms as 
compared with that of Rs.6,662 crores 
(15.1 per cent) in the previous year. The 
credit-deposit ratio as on the last Friday of' 
June 1987 worked out to  59.4 per cent as 
compared with 62.3 per cent a year ago. 
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Investments and Cash Balances 

2.8 h e m n e n t s  of scheduled commer, 
cia1 banks recorded a substantially 
larger increase for the third year in 
succession, which may be partly attributed 
to the increase in statutory liquidity ratio 
as also better compliance by banks of the 
provisions relating to reserve requirements 
and partly due to better yields on 
Government securities, making them more 
attractive for investment purposes. The 
rise at Rs.7,308 crores (22.1 per cent). was 
larger both in absolute and percentage 
terms than that of Rs.5,827 crores or 21.4 
per cent in 1985-86. The investment- 
deposit ratio of 37.6 per cent at end-June 
1987 was higher by 1.6 percentage points 
over that a year ago. Banks' cash in hand 
and balances with the Reserve Bank also 
showed a larger rise of Rs.3,598 crores as 
compared with that of Rs.2,150 crores in 
the previous year. This is the net result of 
the release of a part ,of the impounded cash 
balances of commercial banks with the 
Reserve Bank in November 1986 and the 
increase in the cash reserve ratio by half 
percentage point, in February 1987, 
referred to later. 

Reserve Bank's Refinance Accommodation 

2.9 During 1986-87 (July-June), as the 
food credit outstanding was below the 
threshold level, banks were not eligible for 
food .refinance. In line with the general 
reduction in interest rate on export credit 
by banks, the in-on Reserve 
Bank's export credit refinance to  
scheduled commercial banks was red&&& 
from 10 per &nt to 9 per cent in August 
1986 so that the margin between the 
effective return to banks and the refinance 
rate remained unimpaired. 



2.10 Keeping in view the possibility that 
banks which were not members of the food 
consortium and those with a large share in 
FCNR deposits, could face some problems 
in adjusting to the March 1987 credit 
policy measures, it was clarified that in 
such cases, requests for additional 
discretionary refinance for very short 
periods would be considered on merits. 
The accommodation - provided by the 
Reserve Bank to scheduled commercial 
banks under the different refinance 
facilities during the year is reviewed in the 
following paragraphs. 

Food Credit Refinance 

2.11 As on the last repb;rting Friday of 
June 1986, banks' food credit refinance 
limits amounted to Rs.736 crores of which 
the outstanding was Rs.34 crores. The 
peak level of Rs.866 crores of food credit 
refinance limits during 1986-87 was 
reached on July 18, 1986, whereas 
outstanding as on that date amounted to 
Rs.281 crores (32.4 per cent utilisation 
ratio). From the middle of September 
1986, banks were not eligible for food 
refinance as the outstanding level of food 
credit remained below the threshold level 
of Rs.5,800 crores. 

Export Credit Refinance 

2.12 The banks' export credit refinance 
limits reached a peak of Rs.1,372 crores on 
June 19, 1987, whereas the peak 
outstanding amount during the year was 
Rs.1,076 crores as on May 22, 1987 
showing.81.2 per cent utilisation. 

Stand-by Refinance 

2.13 The amount of stand-by refinance 
limits sanctioned to  banks as on the last 





= - w v  
Credit - Depos~t Ratio I 

I . I  . . . . . . .  
&-asn wm 

Cash - Deposit Ratio I . . . I . . .  
S D M J  M J 

?4Wr*m?iitm* 
1985-86 Slh 1986-87 % &I7 WZ- 

SECTORAL OEPLOYMENT OF GROSS BANK CREDIT 

PR IL- MARCH 
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& $ I  1- 1986&13~imit1987$dh reporting Friday of March 1986 was Rs.50 

~ ~ 4 1 & ~ ~ ~ ~ ~ ~ ~  crores. Between July 1,1986 and February 

$ 1  1986-87B&Fl%=d-d?lit Srmnl 13, 1987 banks did not have any limits 
under this facility. The maximum amount 

~ ~ 3 # ~ ~ 1 9 ~  1987*50* of stand-bv refinance limits sanctioned to 
banks during 1986-87 was Rs.50 crores as 
on June 19, 1987 which remained 
unutilised. 

Discretionary Refinance 

2.14 With a view to providing easier 
access to the discretionary refinance 
facility, effective from October 30,1986 all 
licensed scheduled commercial banks 
(excluding RRBs) were permitted to draw 
discretionary refinance without prior 
sanction by the Reserve Bank upto an 
amount equivalent to 0.5 per cent of the 
banks' average deposits in 1985-86 (April- 
March) at 14 per cent per annum for a 
period not exceeding 14 days followed by a 
"cooling off" period of 14 days. The total 
discretionary refinance limit under this 
scheme amounted to Rs.388 crores. Banks 
seeking discretionary refinance for a block 
of more than 14 days or an amount in 
excess of the limits stipulated would, 
however, require the prior sanction of the 
Reserve Bank. The peak level of 
discretionary refinance limits (including 
the limits under the facility to draw 
without prior sanction) during 1986-87 was 
Rs.463 crores as on April 10, 1987. Of this 
Rs.153 crores or 33.0 per cent were 
utilised. The overall utilisation of 
discretionary refinance limits by banks 
during 1986-87 was low. As on June 19, 
1987, the total discretionary refinance 
limit amounted to Rs.389 crores which 
remained unutilised. 

Overall Position 

2.15 The total of limits available under 
various Reserve Bank refinance facilities 



i j T 3 h d t ~ ~ @ ~ n ~ ~ ) %  to scheduled commercial banks (excluding 

~ i * * m W * m ~ m . s i t  special refinance against shipping loans 

20 1 9 8 6 6  1,293 *& 3air12f&k 
and duty 'drawback) which stood at 
Rs.1.293 crores as on June 20, 1986 came 

1986 *-402 ' f i a s F & % d W j Z ~ ~  down to a relatively low level of Rs.402 
~ 3 7 1 d t  1 1 9 ~ 1 9 8 7 % ~ ~ ~ ~ f % l , 8 4 7  crores by September 12, 1986. As on June 

& V d  3 &$I 3 343 d 91 18.6 19, 1987, the total refinance limits, 

Jlf&TTa;rmmm ell ( r n 2 . 2 )  1 '1 

aggregated Rs.1,847 crores of which 
'Rs.343 crores or 18.6 per cent were 
utilised (Table 2.2). 

TABLE 2.2 : RBI ACCOMMODATION TO SCHEDULED COMMERCIAL BANKS 
(+ d) (Rs. crores) 

m.ri.r* f . m ~ a b *  m* -* w* 
Food Credit Refinance E X ~ O A  Credit Refinance Stand-by Refinance Discretionary Refinance Total Refinance -* 

t*m* % 

AS on the Titsr m a ;rliii~p( ?%I wm a mml Titrlr m 
last reporting Limit Outstanding ' Limit Outstanding Limit Outstanding Limit Outstanding Limit Outstanding 
Friday 

1 2 3 4 5 6 7 8 9 10 

1986 

June 1986 736.1 33.6 ' 510.4 68.6 - - 46.0 1 .O 1,292.5 103.2 
1987 

June 1987 - - 1,372.4 343.4 50.0 - 389.4 - 1,846.8@ 343 -4 

* h m & w d v t * * + *  
Excluding special refinance against shipping loans and duty drawback. 

@ 3 5 ~ & 4 ~ * t ~ i f ' l 8 2 f c ; i f t ~ ~ d ~  

Inclusive of '182 days' treasury bill' refinance limit of Rs. 35 crores 

d t i r : 3 i n l ~ ~ ~ , ~ w ~  

Source : Credit Planning Cell, RBI. 

Developments in Credit Policy 

Overall Approach 

2.16 In view of the large increase in the 
volume of reserve money and a u r a l 1  
liquidity during the past three years, it was 
considered essentia to  Dursue a autious 
credit policy to ax0id-a resurgence of 
inflation- 1986-87. Reserve 
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requirements __---- qntinued to be a major 
instrument of policy with special emphasis 
on effective .--._ maintenance of the statutory 
liquidity ratio (sL;R)-o< a daily basis. The 
4 per cent SLR band of waiver was 
gradually reduced and eventually 
extinguished. Since the growth of overall 
liquidity in 1986-87 (April-March) , 
particularly during the last quarter of 1986, 
was in excess of what was necessary to  
support productive activity, various 
measure~,xe,rca,k,en to slow down the 

-7-*- .- 
pace of -moonejary- expansion. Reserve 
req<ments, b o t c L R  and cash reserve 
ratio (CRR) , were._raised-and-the release 
of impounded cash balances, announced 
earlier, was partly rescinded. In the event, 
although the growth of broad money (M3 ) I  

in 1986-87 was higher than in the previous 
year, these measures moderated the pace 
of monetary expansion. 

2.17 
year 
rates. 

A major policy response during the 
related to the lowering- of interest 
With a view to G i n g  the cost of 

money and ,t!-impart .flexibility to the 
interest rate policy, selective changes were 
made in the structure of lending rates and 
deposit rates and maturity structure of 
deposits. It was recognised that the 
inflafion rate in wx.p..t yeirs has been well 
below those of 1979-81 in response to 
whxh rates of interest had been raised 
sharply. The -tion rate in the 
immediate future is also expected to be 
markedly lower than in the 1979-81 
period. The real rates of interest therefore 
were _l_-l considgxed- high, particularly the 
maximum lending rate of banks and - 
accordingly, the process of a - gradual 
reduction in the mazmum lending rate 
uihith w a s - % i d i ; i a k e h ~ i n ~ j i i ~  1983-And . - +  ____ _.- I - --- --*-- 

April 1985 was carried further in April 
1987. For the first time, a ko-ordinated 



%h? 1986 

2.20 m3, % r n h ~ i t *  
it, =Rrdit$%fm?%KCrf*,M 

across-the-board reduction in interest 
rates on savings instruments was 
implemented in April 1987 covering bank 
deposits, post office deposits, National 
Savings Certificates, company deposits, 
debentures, public sector bonds and other 
schemes. In the case of bank deposits, 
there was also a conscious effort to reduce 
the maturity applicable to the maximum 
deposit rate; this is expected to provide an 
element of flexibility to the banking. 
system to respond more effectively to 
interest rate changes. 

2.18 Certain other policy responses were 
in the nature of rationalisation and 
effective implementation . . of existing 
measures. The rathm&@m of selective 
c r e d m l s - u n d e r t a k e n  in 1985-86 was 
carried a step further during 1986-87. 

' Changes in credit policy announced during 
the year under reference are set out below. 

August 1986 

2.19 Having regard to the imperative 
need to boost exports, the structure of 
interest rates on export credit was L------rc""- '.- -. I-d - 
rationalised &.- - -- -- -- in March 1986;~further 
reduct<on&et%,effected in August 1986. 
The two revisions together resulted in a 
significant lowering of interest rates for a 
large part of export credit, the reductions 
ranging from 2.5 to 4.5 percentage points. 
To ensure that the margin between the 
effective return to banks (after adjusting 
for interest subsidy) and the refinance rate 
remained unimpaired, the interest rate on 
Reserve Bank's export credit refinance to 
scheduled commercial banks was also 
reduced from 10 per cent to 9 per cent 
effective August 1, 1986. 

September 1986 

2.20 In the context of continued decline 
in interest rates abroad, particularly in the 
United States, interest rates on term 
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deposits under the Foreign Currency 
(Non-resident) (FCNR) Accounts scheme 
were once again revised downwards with 
effect from September 8, 1986. The 
interest rates on Non-resident (External) 
Rupee (NRE) accounts, however, were 
kept unchanged. The structure of deposit 
rates is given below. 
Table 2.3: Interest Rates on Non-resident 

Deposits 
(Per cent per annum) 

N R E  rates 
FCNR rates effective 
effective from from 

Maturity May September May 
5.1986 8,1986 27,1985 

15 days to 45 days 
46 days to 90 days 
91 days to less than 
6 months 
6 months to  less than 
1 year 
1 year and above but 
below 2 years 
2 years and above but 
below 3 years 
3 years and above but 
below 5 years 
5 years and above 

* FCNR deposits can be accepted at this rate only 
for 3 years' maturity. 

October 1986 

Release of Impounded Cash Balances 

2.21 Scheduled commercial banks were 
required t o  maintain an additional cash 
reserve ratio of 10 per cent of the 
incremental net demand and time 
liabilities accrued between January 14, 
1977 and October 31,1980. Of the amount 
of Rs. 1,859 crores so impounded, one-fifth 
(Rs.372 crores) was released in two equal 
instalments in October and December 
1984; one-third of the remaining balances 
(Rs.495 crores) was released in October 



9 9 2 & ? d * T f ? l ~ k i & Q R ? W W G * l  2985. Thus, an amount of Rs.992 crores 

hMw-%fiq3m-sij had remained impounded with the 

; I ~ ~ * ~ m & , w m w m  Reserve Bank. With a view to 
supplementing banks' resources to meet 

f g ; s r W T % h V f $ l ~ ~ W ( 4 9 6 & & )  the anticipated increase in credit 
22 1986 & 31 d 1987 4 3 WlR requirements during the busy season, it 

f8;fiit.;fd~fWdl was decided to release one-half (Rs.496 
crores) of the remaining amount in two 
equal instalments on November 22,1986 
and January 31, 1987. 

. Access to the Discretionary Refinance . . 
Facility 

2.22 With a view to providing easier 
access to this facility, scheduled 
commercial banks (excluding the regional 
rural banks) were permitted to draw 

T.---'* 

discretionary refinance upto an amount 
equivalent to 0.5 per cent of their average 
deposits in 1985-86 for a period not 
exceeding 14 days without prior sanction 
by the Reserve Bank. Drawings -for a 
period beyond 14 days or in amounts in 
excess of the limit continued to require 
Bank's prior sanction. 

Export Refinance Limits 

2.23 Deviating from the usual practice it 
was decided not to bring forward the base 
year for calculating the export refinance 
limits of banks. 

Treasury Bills 

2.24 Following the recommendations of 
the Chakravarty Committee to develop 
treasury bills as a monetary instrument 
with flexible rates, a scheme for 182 days' 
treasury bill, initially on a monthly basis, 
without any rediscounting facilities with 
the Reserve Bank was introduced and the 
first auction was held in November 1986. 
The new instrument was devised 
essentially to provide an alternative 
avenue for. short-term investments and 
it is expected that, over time, a wide array 
of maturities would emerge thereby 
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facilitating the development of a 
secondary market. 

2.25 In order to discourage volatile 
movements in the treasury bills portfolio 
of the Reserve Bank, an additional fee on 
early rediscounting of 91 days treasury 
bills was introduced in November 1986. 
The rate of fee per Rs.one lakh face value 
ranges from Rs.8.11 on the first day to 
Rs.50 on the 7th day and remains at that 
rate till the 14th day. Beyond the' 14th day 
there is no levy of the additional early 
rediscounting fee. This results in the 
effective yield being zero on the first day 
and rising gradually upto the 14th day.* 

Advances to sugar industry for the 1986-87 
crushing season 

2.26 Scheduled commercial banks were 
' advised that they could sanction for the 
1986-87 season (October-September) 
need based credit limits upto 115 per cent 
of the maximum amount availed of during 
the previous season (excluding temporary 
excess drawings) without obtaining 
Reserve Bank's prior authorisation. The 
actual drawings in the borrowal accounts 
were to be regulated on the basis of the 
deficit disclosed in the monthly cash 
budgets of mills. Additional credit limits 
beyond 115 per cent of tHe maximum 
amount availed during 1985-86 season by 
units covered under CAS (125 per cent in 
the western Uttar Pradesh financed by 
three public sector banks) would be 
subject to Reserve Bank's prior 
authorisation. 

&lpltc~'8 1987 Januarymebruary 1987 

' 2.27 *f%3- 1986 *$VlT %@*, 2.27 As announced in October 1986, 

'With effect from October 8,1986, rediscounted treasury bills held 
with h e  Reserve Bank with unexpired maturity period of over 30 
days are reissued to the investors at a rate of return identical to 
that on fresh bills. The additional early rediscounting fee is levied 
both on fresh bills and the recycled bills. 



the first instalment of Rs.248 crores of cash 
balances impounded with the Reserve 
Bank was released on November 22, 1986. 
In view of the comfortable liquidity 
position of banks, the release of the 
second instalment was, however, first 
postponed and subsequently rescinded in 
early March 1987. 

2.28 There was a large increase in the 
growth of overall liquidity towards the end 
of December 1986 and in January 1987. 
Other monetary indicators also reflected 
strong expansion. With a view to 
immobilising a part of the liquidity of the 
banking system without hindering the 
seasonal flow of credit to the productive 
sectors, it was decided to raise CRR from 
9.0 per cent to 9.5 per cent, effective from 
the fortnight beginning February 28, 1987. 

March 1987 

2.29 The credit policy measures were 
reviewed in March 1987. It was observed 
that, as a result of the measures taken in 
1985-86 there was a marked improvement 
in compliance with the maintenance of 
SLR by banks. Again, the week-to-week 
volatility in the banks' holdings of treasury. 
bills had been sharply reduced. While the 
large increase in the reserve money during 
the past few years was a cause of concern, 
the moderate growth of net domestic 
assets of the Reserve ~ank*indicated thi t  
domestically generated primary money 
creation had been kept under reasonable 
control thereby preventing an-unduly large 
secondary expansion. Net domestic assets 
of the Reserve Bank showed an expansion 
of Rs.2,203 crores (9.5 per cent) in 1986-87 
as against an increase of Rs.2,293 crores 
(1 1.0 per cent) in the previous year. I n  the 
light of the monetary and credit 

'Reserve Money minus [net foreign exchange assets of RBI+ 
banks' balances with RBI + other de~ositrwith RBI]. 

Y 
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~ ~ % ~ W l * ~ 3 u r s 3 1 W !  developments and expectations of 
1987dit&M*l developments in the economy, credit 

policy measures for the first half of 1987-88 
were announced on March 31, 1987. 

2.30 It was assumed that gross national 
product in real terms in 1986-87 would 
grow at around 5 per cent. This 
notwithstanding, in view of the price 
situation, it was considered desirable to  
work towards containing - the-.growth of 
overall liquidity in-1987-88 to a rate well 
below that in 1986-87. Consistent with the 
assumption of moderation in the growth 
of M an estimate for scheduled 
commercial banks' deposit growth in 
1987-88 was worked out at Rs.18,500 
crores (18.0 per cent) as compared with 
an increase of Rs. 17,340 crores (20.3 per 
cent) in 1986-87 (April-March) . The 
deposit growth during the two halves of 
the year was expected to be 
approximately equal. Banks would not 
only be able to meet the credit require 
ments during the first half of 1987-88 
but would also be able to build up their 
liquidity. Taking into account the 
seasonal pattern of credit, the non-food 
credit expansion for the first half of 1987- 
88 was expectetito be around Rs.2,000 
crores. The food credit outstanding was 
markedly low as the Government had 
given the Food Corporation of India a soft 
loan of Rs.1,200 crores in 1986-87, and in 
early 1987-88 a substantial part of the 
backlog of subsidy had been paid. In the 
context, banks would build up a very 
comfortable liquidity position in the first 
half of 1987-88 and, given the overall 
objectives, the following package of credit 
policy measures was announced for the 
first half of 1987-88. 

Lending Rates 

2.31 Effective April 1, 1987 lending rates 



w d * ) i 1 5 m * m o a , w a m v m  
& 4 & w q i i m M a a + M  
e ~ d m w d s n * l m m t m  
m~%m-mrn$%rn& 
d T f I , * 1 6 . 5  - 17.5M?TV3%3=474m 
& f i 1 6 . 5 ~ $ ~ ~ ? W d T f I l ~  
.r;?.-mm*: 

(sfimr?i*> 

31 d 1 9 8 7 7 F ~ ~  1 d F l 1 9 8 7 * ~  

16.50-1 7.50 & 17.50 16.50 (h) 
%tifsr (W) 
1 6 . 5 0 ~ ~ ~ ' f s t 9 1  15.50TF$3=RFf% 

16.50 (k) 15.50 (h) 

of scheduled commercial banks  res scribed 
7- ' 

at levels above'l5 per cent were reduced 
by one percentag~point-with. a-view to 
reducing the cost of money to the 
borrowers. While the system of interest 
rate bands was retained for various 
categories, for the maximum slab of 16.5 - 
17.5 per cent, a fixed rate of 16.5 per cent 
was prescribed.   he changes made are as 

(Per cent per annum) 

Effective upto Effective April 1,1987 
March 31,1987 

Bands of 16.50 - 17.50 
and 17.50 (fixed) 16.50 (fixed) 
Bands with a ceiling Bands with a ceiling 
of 16.50 of 15.50 
16.50 (fixed) 15.50 (fixed) 

As part of the endeavour to enlarge the 
development of the bill culture, the 
maximum effective interest rate on the 
discounting of bills of exchange was 
reduced to 15.5 per cent i.e., one 
percentage point below the new maximum 
lending rate. 

2.32 The downward adjustment of . . lending rat-ide relief 
to a w~ee~p-e_ct~um~ff~~l:~owers including 
medium and large industry in public and 
private sectors and certain categories of 
borrowers in small-scale industry, 
agriculture, trade and public procuremend 
distribution agencies. The lending rates for 
categories, which already have a 
significant element of concessioriality and 
which had experienced minimal increases 
in September 1979 and thereafter, 
remained unaltered. A detailed schedule 
of interest rates structure is given in 
Appendix I to this Chapter. 

Deposit Rates 

2.33 The maximum deposit rate was 
reduced with effect from April 1, 1987 
from 11 per cent to 10 per cent and was 
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made applicable to  deposits with a 
maturity of two years and above. Existing 
deposits; however, would continue to  be 
governed till maturity by the rates ruling 
upto March 31. 1987. The maturity 
structure of term deposits had undergone a 
structural transformation over the years. 
In 1969 only 27 per cent of term deposits 
were at maturities of over 3 years while the 
comparable proportion in 1982 was 73 per 
cent. The  bunching at the longer 
maturities in the more recent period 
resulted in  a rigidity in the interest 
structure in that banks found it difficult to  . 
adjust to  a general downward movement 
in interest rates as  they were committed to  
pay higher rates on the longer maturities. 
T h e  shortening of the maturity structure, 
with the maximum deposit rates being paid 
on 2-year deposits instead of 5-year 
deposits hitherto, is expected to enable 
banks to better adjust to  interest rate 
movements in the future. The revised 
structure of deposit rates (excluding 
FCNR and N R E  accounts) is set out in 
Table' 2.4. 

Table 2.4: Interest Rates on Deposits 
(Per tent pcr annum) -- 

Maturity Effective Effective 
upto March April I .  
31, 1087 1987 

Term Deposits : 
15 days to 45 days 3.0 3.0 
46 days to 90 days 4.0 4 . 0  
91 days and above but less 6.5 6.5 
than 6 months 
6 months and above but 8.0 8.0 
less than 1 year 
1 year and above but less 8.5 9.0 
than 2 years 
2 years and above but less 
than 3 years 
3 years and above but less 10.0 10.0* 
than 5 years 
5 years and above 

'Rate applicable to 2 years and above. 



The existing deposit rate structure and 
maturity pattern of FCNR accounts were 
retained unchanged. In the case of NRE 
deposit rates of one year and above, its 
link with the domestic deposit rates was 
severed and an independent.structure of 
interest rates and maturities was specified. 
The specified rates and,  maturities for 
NRE deposits as indicated in Table 2.3 
earlier have remained unchanged since 
May 1985. 

Statutory Liquidity Ratio 

2.34 From the fortnight beginning April 
25, 1987 the SLR was raised from 37 per 
cent to 37.5 per cent of net demand and 
time liabilities. The Food Corporation of 
India (FCI) had received Rs. 1,200 crbres 
in 1986-87 as a soft loan from the 
Government of India to clear a part of its 
debt to banks. Backlog of subsidies to the 
extent of Rs.550 crores was paid to the 
FCI in the early months of 1987-88 and 
moreover, a system of monthly 'on 
account' payment of subsidy has been 
introduced. As such, the increase in the 
SLR, effective from April 25, 1987 did not 
pose a problem to the banks. 

Graduated Interest Rates on 
Cash Balances 

2.35 The scheme of graduated interest 
rates on eligible cash balances in cases of 
shortfalls in the maintenance of CRR had 
come into effect from January 1, 1982. To 
give some further relief to banks for small 
shortfalls in CRR, the scheme was revised 
effective April 1, 1987. There would be 
substantial interest benefit to the banks on 
their CRR balances with the Reserve 
Bank under the revised schedule. The 
earlier and the revised schedule are set out 
in the following table. 
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Shortfall in Maintenance of CRR: 
Schedule of Graduated Interest Rates on 
Cash Balances 

Effective upto March 31, Effective April 1, 1987 
1987 

Shortfall Rates of Shortfall Rates of 
during a interest during a interest 
fortnight as payable on fortnight as payable on 
per cent of the amount per cent of the amount 
the required above the the required above the 
CRR to be statutory CRR to be statutory 
maintained minimum of maintained minimum of 
(upto and 3% actually (upto and 3% actually 
inclusive of) maintained inclusive of) maintained 

(per cent) (per cent) 

0 
0.5 
1 .o 
1.5 
2.0 

3.0 
Over 3.0 

10.50 0 
10.00 0.5 
8.75 1.0 
5.25 1.5 
2.50 2.0 

2.5 
0.50 3.0 

0 3.5 
4.0 
4.5 
5.0 

Over 5.0 

FCNR Accounts : 
Cash Reserve Requirements 

2.36 During the last two years, the 
FCNR deposit rates had been 
progressively brought down to levels 
somewhat lower than those on domestic 
bank deposits. As a measure of reducing 
overall liquidity in the banking system, the 
CRR in respect of FCNR deposit liabilities 
was raised from 3 per cent to 9.5 per cent 
effective May 23,1987. The FCNR deposit 
liabilities will, however, continue to be 
exempt from the 10 per cent incremental 
CRR introduced in November 1983. 

Interest Rates on FCNR Deposits 

2.37 In the light of rise in interest rates in 
the international currency markets, the 
interest rates on deposits held in FCNR 



accounts with banks were increased with 
effect from May 25, 1987. The maximum 
rate payable on term deposits for 3 years 
was raised from 9 per cent to 10.5 per cent, 
the rate on deposits of two years and 
above but less than 3 years from 8.5 per 
cent to 10 per cent, the rate on deposits of 
one year and above but less than 2 years 
from 8 per cent to 9.5 per cent and that on 
deposits of six months and above but less 
than 1 year from 7.5 per cent to 8 per cent. 

Deposits under FCNR and NRE Accounts 

2.38 The data on non-resident deposits 
under the NRE and FCNR deposits schemes 
as at the end of June 1987 are given in 
Table 2.5. It will be seen therefrom .that 
between June 1986 and June 1987 the 
amount in NRE accounts rose by Rs.763 
crores to Rs.4,435 crores; the number of 
accounts also rose over the year by 2.1 
lakhs to 21.4 lakhs. In the case of FCNR 
accounts, deposit balances in pound 
sterling decreased from E 233.3 million at 
end-June 1986 to f. 218.3 million at end- 
June 1987, whereas in US dollars, they 
increased from $1690.5 million to $2483.3 
million. 

TABLE 2.5:BALANCES UNDER 
NON- RESIDENT ACCOUNTS 

NRE Accounts FCNR Accounts 
As at the No.of Amount In foreign In Rs 
end of Arcs (Rs. currency crores 

('000) crores) - (Million) 

June 1927 3672 U.K. f 233.3 444 
1986 ' US $1690.5 2086 
June 2141* 4435* U.K. f218.3 452 
1987 US $2483.3 3186 

*Provisional. 
Source: Exchange Control Department, RBI. 
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Selective Credit Controls 

2.39 During the last two years a major 
rationalisation of selective credit controls 
was undertaken and where such controls 
were no longer n e e d w s e  were 
abolishedAgain, in the case of items 

<".- 
where the commodity balances and 
developments in prices showed favourable 
response, the controls were made less 
stringent. Further to these measures, a few 
changes were made in the selective credit 
controls with effect from April 1, 1987. 
For commodities where there was a 
stipulation on the level of credit based on 
the three year period 1981-82 to 1983-84 
(November-October), the base was 
brought forward by one year to the period 
from 1982-83 to 1984-85. 

2.40 The minimum margins in respect of 
'other foodgrains', pulses, released stocks 
of sugar and gur and khandsari were 
reduced across-the-board by 15 percentage 
points. The minimum margins for oilseeds, 
vegetable oils and unreleased stocks of 
sugar were kept unchanged. The new 
structure of minimum margins is set out in 
Table 2.6. In view of comfortable buffer 
stocks of foodgrains, particularly wheet , 
selective credit controls were abolished on 
advances against wheat, paddy and rice. 
In the context of the large rabi 1987 wheat 
crop, banks were advised to consider freer 
flow of credit to wheat millers and traders 
than hitherto, subject, hpwever, to the 
observance of normal credit discipline. 

Credit Budgets 

2.41 During credit budget discussions 
with banks, it was stressed that with the 
greater emphasis now being given to  
monetary targets, particularly net Reserve 



Table 2.6: Minimum Margins on Bank Advances 
under Selective Credit Controls 

(Effective April 1, 1987) 

(Percentages) 

Against Stocks 
Against 

Commodities Processing Others Ware 
unitdmills house 

receipts 
-- 

"Other foodgrains" f 30 
Pukes 30 
Oilseeds @ 30 
Vegetable oils @ 30* 
Sugar 
Buffer stocks - 
Unreleased stocks 17.5 
Released stocks 60 

Gur and Khandsari 30 

*Applicable to registered oil mills and vanaspati 
mhnufactuers. 

f Other than paddy, rice and wheat. 
@Groundnut,rapeseed/mustard,linseed, castorseed 

and all imported oilseeds/oils and vanaspati. 

Bank credit to Government, violent 
fluctuations in banks' cash balances with 
the Reserve Bank should be avoided and 
in this context the need for improved cash 
management by banks was emphasised. 
Banks were advised to plan their lending 
operations out of their own resources by 
avoiding large reliance on volatile money 
market funds. Banks were also urged to 
ensure that the credit budget formulation 
should closely reflect the actual outturn. 

Branch Expansion 

Licensing of banks 

2.42 During 1986-87 (July-June) no new 
licence was granted to any bank under 
section 22 of Banking Regulation Act, 
1949 and the total number of licensed 
commercial banks remained at 50 
(including National Bank of Pakistan 



Report on Trend and Progrrss of Banking in India : 1986-87 35 

under the Custodian of Enemy Property 
but excluding 28 public sector banks which 
do not require a licence to carry on 
banking business). The number of Indian 
commercial banks in the private sector 
functioning without a licence was reduced 
to 5 after the amalgamation of Hindustan 
Commercial Bank with Punjab National 
Bank in December 1986 (excluding Habib 
Bank Ltd. which is under the Custodian of 
Enemy Property). The Bank of .Bahrain 
and Kuwait BSC, which had commenced 
banking business in India with effect from 
June 1986 was included in the Second 
Schedule in July 1986. Taking this into 
account and the merger of Hindustan 
Commercial Bank referred to above and 
the descheduling of the National Bank of 
Pakistan and Habib Bank Ltd. on June 11, 
1987, the total number of scheduled 
commercial banks stood at 79 (excluding 
RRBs) a t  the end of June 1987. During the 
year the name of European Asian Bank 
was changed to Deutsche Bank (Asia) in 
December 1986. 

Branch Licensing Policy 

2.43 Mention was made in last year's 
Report about the launching of the new 
branch licensing policy for the period 
1985-90 to be co-terminus with the seventh 
Five-Year Plan. Out of 7463 centres 
identified by the Lead Bank GroupsIState 
Governments for opening new bank 
offices-under the plan, 4396 centres were 
found eligible for allotment as per norms 
of the policy. Of this, 1804 centres were 
allotted to RRBs, 2494 centres to public 
sector banks and 98 centres to private 
sector banks. 

2.44 As at the end of June 1986, there 
were 53,265 branches of commercial banks 
in the country. During the 9 mohth period 
(July 1986-March 1987) 300 branches were 
added (this includes 38 branches actually 



opened prior to June 1986 but reported by 
banks subsequently) taking the total 
number of bank offices to 53,565 by the 
end of March 1987. Offices opened in 
unbanked centres constituted 80.5 per cent 
of the new offices. Of the 675 centres 
identified as unbanked block head- 
quarters in the country, 644 were covered 
by branches of commercial banks1RRBs. 
Table 2.7 gives data on State-wise 
distribution of commercial bank bianches. 
Of the 53,565 offices as at the end of 
March 1987, 10,833 belonged to State 
Bank of India group, 25,485 to 
nationalised banks and 12,909 to RRBs 
(Table 2.8). 

Rural Branch Expansion 

2.45 Population group-wise position bf 
branches of commercial banks is shown in 
Table No.2.9. The percentage of bank 
offices in rural areas to the total number of 
branches was 55.9 as at the end of March 
1987 which may be compared to only 22 
per cent in June 1969. 

2.46 On a review of the functioning of 
rural branches it was felt that though 
banks had taken banking services into the 
vast countryside of India, there was 
considerable scope for monitoring credit 
appraisal and use and recovery of 
advances and that frequent contacts at 
regular intervals by branch managers 
could improve the position substantially. 
Banks were therefore advised in August 
1986 to observe one day in a week as non- 
public business working day at 'Ti;e rural 
branches so that managers would spend 
that day exclusively in the field for 
contacting their present and potential 
clientele for development work like 
mobilisation of deposits, monitoring of 
credit utilisation, r e c v n d  providing 
appropriate guidance to borrowers. 
Further, banks were also advised to 
consider the scope for setting up of 
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satellitelmobile branches in areas where 
the volume of business and other 
considerations did not warrant a regular 
branch. 

Overseas Branch Expansion 
2.47 During 1986-87 no new branches 
were opened abroad by Indian banks 
Bank of Baroda closed four of its overseas 
branches viz. Umm-Al -Quawani branch 
in the United Arab Emirates, Bradford 
and Luton branches in the United 
Kingdom and New Amsterdam branch in 
Guyana. Besides, as part of the 
reorganisation of branches of Indian banks 
in the UK, the operations of Punjab 
National Bank (4 branches), Central Bank 
of India (3  branches) and Union Bank of 
India (1 branch) were taken over by State 
Bank of India, Bank of India and Bank of 
Baroda,. respectively, from January 1987. 
Bank of Baroda also took over the only 
branch of Punjab & Sind Bank in the UK 
from February 1987. During the period 
under review .the State Bank of India 
closed its representative office in Beirut 
(Lebanon). Thus, the number of foreign 
branches of Indian banks (8 in public 
sector and one in private sector) and 
representative offices (of 4 banks) was 
reduced from 134 to 123 and from 11 to 10, 
respectively, as on June 30, 1987. 

Banking su bsidiariesl Deposit taking 
companies 
2.48 Indian banks had 6 wholly owned 
subsidiaries (including 3 deposit taking 
companies in Hongkong) and 6 joint . 
venture bankslaffiliates abroad (having 
less than 50 per cent share holding) as at  
the end of June 1987. 

Overseas banks in India 
2.49 During the year no new branches 
were opened by foreign banks in India. 
Bank of California (USA), Banca 
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TABLE 2.7 : STATE-WISE BANKING SPREAD 

f%f%f&zf;siir$ 3 F R f 1 9 8 5 4  3 1 i f * h e 1 9 8 6 +  d$&+i 

&-4- T 1 9 8 6 z f ;  Tf%w qT;f 1987% ?f@&$$ 
mm tm;l*v3 3 **T4 
43-m Number of offices at Opened Of which Opened Of which 
Name of the Statel the end of during at un- during at  un- 
Union Territory July banked July banked 

1985 to centres 1986 to centres 
June 

June June June March 
I969 1985* 1986 1987 

March 
1987 

Population per bank office 
as at the end of (in 000s) 

T' T 

June June March 
1969 1986 1987 

3.ljw * 
Andhra Pradesh 
snm 
Assam 
m 
Bihar 
m 
Gujarat 
Efmll 
Haryana 
fmmi.rm 
Himachal Pradesh 

wd-cmLm 
Jamrnu and Kashmir 
.wfz5 
Karnataka 
din 
Kerala 
m* 
Madhya Pradesh 

w 
Maharashtra 

m 
Manipur * 
Mtghalaya 
Tilt% 
Nagaland * 
Orissa 

mfwi 
Rajasthan 
m 
Sikkim - 
Tamil Nadu 

w 
Tripura 
aac* 
Uttar Pradesh 
sfvas* 
West Bengal 
a&4u*mm 
Andaman and Nicclbar Islands 
8mmam 
Arunachal Pradesh 
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2.7:  m%&&iR(m) 
TABLE2.7 : STATE-WISE BANKING SPREAD (Concld.) 

1  2 3 4 5 6  7  8 9 10 11 

* 
Chandigarh 20 105 107 107 2 - - - 7 4 4 
mJmm* 
Dadra and Nagar Haveli - 6 6 6 - - - - - 17 17 
m 
Delhi 274 1042 1059 1060 16 - 3 - 10 6 6 
*,m*&4 

Goa, Daman and Diu 85 260 260 260 - - - 8 4 4 ' 

awh  
Lakshdweep - 5 5 5 - - - - 8 8 - 
r* 
Mizoram - 45 5 1 50 5 5 - - - 10 10 
M 
Pondicherry 12 63 63 63 - - - - 31 10 10 

* 
Total 8,262 51,978 53,265 53,565 1,266@ 940 262@@ 211 65 13 13 

Revised 
@ & ~ 1 9 8 5  t ~ i a ' b i T & c i H t d t 2 1 w m 4 m 1 t .  ~ ~ q ? ~ r r a ~ ~ 3 i t ~ r c i t ( ~ ~ i 9 s s i t ~ 1 9 8 6 B ~  

~ d t ~ ~ i h ? ~ m )  
Excludes 21 branches opened prior to end - June 1985 but reported late by the banks (i.e., the actual number of branches 
opened during July 1985 to June 1986,) 

@ @ @ ~ 1 9 8 6 %  & % T & ~ ~ ~ s & ~ ~ $ % ~ s ~ - $ ~ ' ; ~ J ~ w $ ~ ~ ~ I  
Excludes 38 branches opened prior to end - June 1986 but reported by banks subsequently. 

lha: WTbl : 1961 * %WJRl R Wdk7 1969,1981 ih? T P l W  X 3l&?l 1986 dl7 1987. 

Note :- Population coverage: 1969 as per 1961 census, 1986 and 1987 as per 1981 census. 

&i:@2.7* 2.9: &7lm&%WhYFl ,W&f%d&i  
Source : Tables 2.7 to 2.9: Dept. of Banking Operations and ~ e v e l o ~ m e n t , ' ~ ~ ~ .  
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TABLE 2.8 : BANK GROUP-WISE DISTRIBUTION OF NEW OFFFICES 

*w 
Bank Group 

~~w fawtmzt;*t*- 
**+I* 

srrd 1987% 
New offices opened by Bank offices as at the end of aa3 

%-dTbm 
commercial banks 
@ 1985 1986 9? F W! 

1986 
1987 NO. of banks 

tp1986 *dl987 1985 as at 
July 1985 to July 1986 to June June March end March 

June 1986 March 1987 1985 1986 1987 1987 

1 2 3 4 5 6 

m** 
State Bank of India 163 4 7291 7450 7467 1 

m***uim* 
Associate banks of SBI 25 1 3340 3365 3366 7 
2 0 ~ *  

20 nationalised banks 436 86 24,770 25,248 25,485 20 *** 
Regional rural banks 617 163 12,138 12,729 12,909 194 

wq@m*$di 
Other scheduled commercial banks 24 7 4266 4298 4163* 30 

&&id% 
Foreign banks 1 1 136 136 136 21 

u4?a-*+s 
All scheduled commercial banks 1266 262 51,941 53,226 53 526 273 

;h*h 
Non-scheduled commercial banks - - 37 39 39 3 

m**h 
All commercial banks 1266@ 262@@ 51,978 53,265 53,565 276 

* ~ ~ h h . * ~ ~ h * ~ * ~ ~ M d * ~ * r n m w d ~ * 3 1  
Data are not comparable with earlier years due to merger of the Hindustan Commercial Bank Ltd. with Punjab National Bank. 

@Fdp1985% 4iT%&MT$21 ? I T @ ? l l f % l # f ~ ~ ~ $ ~ k m W & ' $ f i c i l z f i f ~ l  

Excludes 21 branches opened prior to  end - June 1985 but reported late by the banks. 

@ @ ~ ~ 1 9 8 6 * & * & * ~ 3 8 3 8 ~ ~ f ~ ~ f i ; i i g $ i f ~ ~ $ f i c i l z f i f i t l  

Excludes 38 branches opened prior to end - June 19% but reported by banks subsequently. 
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~ ~ . ~ : - % M W - - W M  
TABLE 2.9: POPULATION GROUP-WISE DISTRIBUTION OF COMMERCIAL BANK OFFICES 

(fifirwaJin3) 
As at the end of 

e v  p 1 9 8 4 @  *ifYfh?RI ~ 1 9 8 5 @  *' ,1986* ** 
Population Group June 1984@ % to June 1985@ zo June 1986" % to March 1987 % t o  

total total total total 

1 2 3 4 5 6 7 8 

rn 
Rural 

mfm 
Semi-urban 

- 

?Fa 
Urban 

mFPT&mrn 
MetropolitanIPort Towns 4929 10.9 5194 10.0 5785 10.9 5813 10.8 

+4 
Total 45,332 100.0 51,978 100.0 53,265 100.0 53,565 100.0 

@ m k m w g 1 9 7 i  %mwmrrnmft8 
Population group based on 1971 census. 

Population group based on 1981 census. Revised figures based on computerised data. 

m : : m w : m ~ -  l o , o o o i m ; * ~ ~ m 1 3 7 4 * * -  1 o , m ~ ~ g F l i f i l , 0 0 , o w m ~ ~ ~ 7 p m l  &*- 1 , 0 0 , 0 0 0 * * ~ 1 0 , 0 0 , 0 0 0 m ~ ~ ~ m 1  w;mitcr* -10,00,ooo* ~ ~ m 3 r n l  
Note: Classification of centres: Rural centres - Places with population upto 10,000. Semi-urban centres - Places 

with population over 10,000 and upto 100,000. Urban centres - Places with population over 100,000 and 
upto 10,00,000.Metropolitan centres - Places with population over 10,00,000. 



Nationale Del Lavoro (Italy), Dai-Ichi 
Kangyo Bank Ltd. (Japan) and Sanwa 
Bank Ltd. (Japan) opened a 
representative office each. Thus, the 
number of branches of 21 foreign banks 
and representative offices of 18 foreign 
.banks stood at 136 and 18 respectively,as 
at the end of June 1987. 
2.50 In pursuance of the policy of social- 
control over banks, foreign banks were 
urged to constitute Local Advisory Boards 
as they did not have boards of 
management in India. Accordingly, the 
Local Advisory Boards have been 
constituted by 19 of the 21 foreign banks. 
The remaining 2 banks are also taking 
steps to constitute similar boards. 

Action Plans 
2.51 Mention was made in the last year's 
Report about the decision taken in 
September 1985 whereby public sector 
banks have drawn up Action Plans, 
covering the period November 1985 to 
December 1987 for improvement in the 
quality of service and for promoting 
operational efficiency. Under the plans, 
banks have taken various steps to revamp 
credit management and improve the 
quality of loan assets. For this purpose, 
classification of advances according to 
health codes, timely renewal and review of 
credit limits and effective procedural/ 
operational and monitoring mechanisms in 
respect of overdues were enforced by the 
banks. Effective steps have also been 
taken to impose financial discipline on 
borrowing clients and to bring about 
improvements in the payments mechanism. 
Measures were also taken for quicker 
submission of returns,prompt balancing 
of books, inter-bank reconciliation and 
other aspects of in-h0usekeeping.A number 
of measures were implemented to improve 
customer service in banks. 
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2.52 The progress of the Action Plans is 
reviewed every quarter to enable the 
management of banks as well as the 
Reserve Bank to assess the performance of 
banks. Such assessments have revealed 
that there is some improvement in their 
performance. All the banks have fulfilled 
the targets fixed for priority sector 
advances and for specific sub-sectors. 
There has also been improvement in in 
house keeping, customer services and in 
profitability. Not only have the profits 
increased but the number of loss making 
branches have also come down. However, 
the overdues position,in genera1,continues 
to be unsatisfactory. The overdues 
accounted for about 20 per cent of 
outstanding credit in priority sectors and 
11.5 per cent of outstanding credit under 
non-priority sectors at end-December 1986. 

Sectoral Deployment of Credit 

2.53 Data on sectoral deployment of 
credit (which relate to  50 commercial 
banks) given in Table 2.10 show that non- 
food gross bank credit expansion during 
the period July 1986-April 1987 amouded 
to Rs. 7,972 crores as compared with that 
of Rs. 5,906 crores in the corresponding 
period of the previous year. Credit to 
priority sector recorded a larger expansion 
of Rs. 3,056 crores during the period as 
compared with that of Rs. 2,534 crores in 
the same period of the previous year. At  
the end of April 1987, priority sector 
advances constituted 43.0 per cent of net 
bank credit as against 41.1 per cent a year 
ago. The share of agriculture and small- 
scale industries (SSI) in total incremental 
priority sector advances was 39.3 per cent 
and 39.2 per cent, respectively, as 
compared with 43.3 per cent and 39.8 per 
cent in the period July 1985-April 1986. By 
the end of April 1987, outstanding 
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r n z . l o : ~ h m m a ; l ~ ( - )  
TABLE 2.10: SECTORAL DEPLOYMENT OF GROSS BANK CREDIT (Concld.) 

(e &) (RS. crores) 
fh Sector 1. 2 3 4 5 6 

($1 = * 
D. Other Sectors 5,254 5,933 5.883 7,247 + 679 + 1,364 

II. ?l+x ;$BT m (11,s) (17,l) 
Net Bank Credit 48,050 52,919 53,381 58,992 +4,869 +5 -61 1 
~hirn3rn-ihtjl;h~m 
Percentage of Priority Sector to 40.0 41.1 41.8 43.0 

Net Bank Credit 
111f;mf?rm (a?&&*) 

Export Credit (Included under item 2) 2,311 2,486 2.556 3,377 + 175 + 821 

@**%I 
: Data are provisional. T 

M: . I . ~ s o ~ ~ ~ ~ ~ u ~ % ~ J ~ ~ ~ % ~ ~ ~ ~ s ~ B I ~ ~ ~ ~ ~ ~ ~ ~  
*M%, ~ * ~ % , ~ M S T I s r n & a p n w ~ ~ ~ d i r F : ~ d ~ & ~ m  

i ~ h 3 ~ 0 1 % ~ 3 i t h , n f l i i i t g ~ ~ % , ~ ~ - ~ ~ a p n w ~ ~ ~ J i r  
* ~ : * . r i r h m ; l i t ? f $ l  

Note : I. Data relate to 50 scheduled commercial banks which account for about 95 per cent of gross bank credit. 
Further, these gross bank credit data include bills rediscounted with RBI, IDBI, Exim Bank and other 
approved financial institutions and participation certificates. Net Bank credit data are exclusive of bills 
rediscounted with RBI, IDBI, Exim Bank and other approved financial institutions. 

2 . ~ 4 f @ ~ ~ ~ ~ m ~ 3 q m ~ ) i $ 1  
Figures in brackets are proportions to non-food incremental credit. 

- t ;m:m&3v ,mmd& 
Source : Credit Planning Cell, RBI. 



advances to agriculture stood at Rs. 10,592 
crores constituting 41.8 per cent of total 
priority sector advances. Outstanding 
advances to SSI at Rs. 9,300 crores 
accounted for 36.7 per cent of the total 
advances to priority sectors. Advances 
outstanding to other priority sectors which 
include small transport operators, self- 
employed persons, rural artisans, etc. 
amounted to Rs. 5,466 crores and formed 
21.6 per cent of toal priority sector 
advances in April 1987. 

2.54 During the period July 1986-April 
1987, the expansion of Rs.3,215 crores in 
advances to medium and large industry 
was larger than the expansion of Rs. 2,692 
crores in the corresponding period'of the 
previous year. The share of medium and 
large industry in incremental gross bank 
credit moved up from 52.8 per cent to 54.5 
per cent. Excluding petroleum, the 
expansion was larger at Rs. 3,395 crores as 
against Rs. 2,504 crores in the comparable 
period of 1985-86. 

2.55 Industries (including SSI units) 
which accounted for a major part of the 
growth in credit during the period were the 
engineering group (Rs. 1,183 crores), 
chemicals, dyes and paints group (Rs. 401 
crores), iron and steel (Rs. 213 crores), 
cotton textiles (Rs. 302 crores), other 
textiles (Rs. 295 crores), paper and paper 
products (Rs. 124 crores), other metals . 

and metal products (Rs. 130 crores), coal 
(Rs. 108 crores) and cement (Rs. 107 
crores). Substantial declines were reported 
in respect of petroleum (Rs. 180 crores) 
and ships acquired from abroad under new 
scheme (Rs. 43 crores) (Table 2.1 1). 

2.56 Advances to wholesale trade (other 
than food procurement) recorded a 
substantial rise of Rs. 337 crores during 
1986-87 (July-April) as against a negligible 
increase of Rs. 1 crore in the same period 
of the previous year. While there was a 
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small increase in credit given to Jute 
Corporation of India and a sizeable rise in 
credit to 'other' trade, the Cotton 
Corporation of India reported net return 
flow of credit to banking industry. 
Fertiliser credit given to Food Corporation 
of India showed a nominal rise of Rs. 4 
crores during the period. 

2.57 Credit to 'other sectors' which 
represent residual sectors and include 
advances to financial institutions, hire- 
purchase agencies, leasing companies, 
personal loans, etc. registered a' larger 
increase of Rs. 1,364 crores as compared 
to that of Rs. 679 crores in the previous 
year. 

Performance of Public Sector Banks: 
Advances to Priority Sectors 
2.58The detailed data on advances by 
public sector banks to various sub-sectors 
of priority sectors are available upto 
December 1986 and these are given in 
Table 2.12. The number of priority sector 
borrowal accounts of public sector banks 
increased from 242 lakhs at the end of 
December 1985 to 262 lakhs by.the end of 
December 1986. Priority sector advances 
of these. banks which had increased by 
Rs.Q70chres or 18.8 per cent during1985 
rose further by Rs. 3363 crores or 15.3 per 
cent during 1986. The share of priority 
sector advances in total bank credit 
increased from 42.9 per cent at the end of 
December 1985 to 43.6 per cent in 
December 1986 against the national target 
of 40 per cent. 

2.59 Banks were required to reach a level 
of direct agricultural advances of at least 
16 per cent of net bank.credit by March 
1987; further, the target for advances to 
weaker sections comprising small and 
marginal farmers, landless labourers, 
share croppers and tenants, artisans, 



m 2 . 1 1  :m*mm*m @ 
TABLE 2.11 : INDUSTRY-WISE DEPLOYMENT OF GROSS BANK CREDIT @ 

(e d) (Rs. crores) 

'iWafm*mqm* 
Outstanding on the last Friday of 

~ t ~ ~ - ~  
Variations 

3Fjh 
Industry 

p 1985 1986 

*m 4 * ~ 3  
P d~i P d k 3 1 9 8 6 3  &19g73 

June April June April April April 
1985 1986 1986 1987 1986 1987 

over over 
June 1985 June 1986 

* ( ~ * J i h + 3 d r ? f ~ * )  
Industry (Total of small-scale, 23,330 27,030 27,247 31,661 + 3,700 + 4,414 
medium & large-scale) 

Mt 
Of which: 

1. aT3 
Coal 139 109 49 157 - 30 + 108 

2.Fmi3ik5-m 
Iron and steel. 

3.3m~sitTq434M 
Other metals and metal products 

4 . f l o i t 3 d k a ~  
All engineering 

5.- (;sismsitTfcm(nl) 

Electricity (Gea. & Trans.) 
6 . 0 ~  

Cotton textiles 
7.73- 

Jute textiles 
8. 3P7W 

Other textiles 
9. M 

Sugar 
10. m 

Tea 
11. wem* (mT&rn) 

Vegetable oils (Including vanaspati) 
12. + a e l r m * d ~  . 

Tobacco and tobacco products . 
13.wmaprrmtz61~iH 

Paper and paper products 
14.7qtdM 

Rubber and rubber products 
15. m, i?, *. srrfc 

Chemicals, Dyes, Paints,etc. 
a;rif*:* 
Of which : Fertiliser 

16. sftitrI 
Cement 
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m2.11 : m % m x h m ( m ) @  
TABLE 2.1 1 : INDUSTRY-WISE DEPLOYMENT OF GROSS BANK CREDIT (Concld) @ 

(F&$ mir) (Rs. crores) 

~ $ * ~ *  
Outstanding on the last Friday of 

iwdimtmn%-q 
Variations 

-jdh 

Industry 

~ 8 5 3 ~  P S ~ F  
T' P &la 33dFi863 33&7873 

June April June April April April 
1985 1986 1986 1987 1986 1987 

over over 
June 1985 June 1986 

17. ~951il~d*dm 
Leather and leather products 

18. f.mF0, 
Construction 

19. a h % & F h w m I ~ ~  
SAFAUNS * 

20. 3$fawl 
Petroleum 

21. rn * 
Other indu~tries 

@ 3-rims 
: Provisional. 

* 
: ;rcit-drjm%rnW*mmI 
: Ships acquired from abroad under New Scheme. 

aa :m*9~,Om?if4Mhl 
Source : Credit Planning Cell, RBI. 



M 2 . 1 2  : ~ n w  M ~ d & % W r n ~ * ~  
TABLE 2.12 : PUBLIC SECTOR BANKS' ADVANCES TO PRIORITY SECTORS 

Sector 
No. of accounts (in '000s) Amount Outstanding 

(Rs. crores) 

T Ru47 &Pi7 33 mw7 f?ws 

June December December June December December 
1969 1985 1986@ 1969 1985 1986@ 

1 2 3 4 5 6 

1. @ 
Agriculture 165 16,000 16,858 162 8,793 10,138 

(i)mfam 
Direct Finance 160 15,027 15,964 40 7,415 8,876 

(ii) dw EM 

Indirect Finance 5 973 894 122 1,378 1,262 
II. ~ l g  b 

Small-Scale Sector 53 2,188 . . 257 9,354 . . 
(i)mJlhwmmsm~ 

Road & Water Transport Operators 2 592 . . 6 1,883 . . 
(ii) tiq 3dh 

Small-Scale Industries 5 1 1,595 . . 25 1 7,396 . . 
Ill. (iii) jftdrFlih W w l f t m  m 

Setting up of industrial estates - 1 . . - 75 . . 

Other-Priority Sectors 42 6,006 . . 22 2,501 . . 
(i)w-*m- 

Retail trade and small business 33 3,989 . . 19 1,721 . . 

( i i )w&wf34Ww% 
Professionals and self-employed persons 

(iii) h w  
Education 1 66 . , 1 33 . . 

( iv)  r w ; s m m  Mdder&: (qq%ajrrEr/q@a 

;mjnmrnM&rn) 
Indirect finance in other priority sectoni - 12 . . - 9 . . 
(loans to SUST corporations/organisations) 

(v) zti9jht.a?l*q.&/q..3RjnmciTzr5mm+ 
Housing Loans to SUST and Weaker Sections - 164 . . - 64 . . 

(vi) & m + 

Consumption loans - .I62 . . - 21 . . 
m w % m r m b % p a f a s  
Total Priority Sector advances 260 24,194 26,157 441 20,648 23,811 

w k =  
Total Bank Credit 3,016 48,067 54,642 
~4Timtitmfi(;mrlllrilmsf* 
Percentage of priority sector advances to total BPnL Credit 14.6 42.9 43.6 

+.f&=K1981 tw *~~ 
Data available from December 1981 onwards. 

@ am# 6 Data are provisional. 

* * Not available. 

~ : 1 9 6 9 I k ~ ~ ~ , s m . m e n ~ r & l ~ j k ~ a P f f s r ~ a l h m f 4 s m , g m f f s ~ # 1  
Source : 1969 data arc from Banking Statistics, Govcrnmcnt of India. Sukquen t  data arc from Rural Planning and 
Credit Department, RBI. 
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~ / ~ ~ c f ~ , ~ ~ ~ l i h ; n  village and cottage industries, IRDP 
% ~ h ~ ~ ~ % ~ T & F l R  ' beneficiaries, scheduled castes/scheduled 
wbT*mm*m*,m txjbes, DRI beneficiaries and beneficiaries 

r n = d r ~ r n w 7 w * w m f g ;  of loans under self-emplbyment 
programme for urban poor was set at a 

JIT~+TZIT & h f $ i T ~ a 2 5 3 ~ f h ~ ~ ~  minimum of 25 per cent of priority sector 
~ w T w ~ o ~ ~ ~ ~ % D T c F T ~ $ ; ~ ~ ~ I  advances or. 10 per cent of total credit. 

2.60 The direct advances for agriculture by 
public sector banks rose ,from Rs. 7415 
crores in December 1985 to Rs. @76 
crores in December 1986 and constituted 
16.2 per cent of net bank credit, thus 
fulfilling. the target. 

2.61 Advances granted to weaker sections 
which had aggregated Rs. 4p94 crores'at 
the end of December 1985, increased to 
Rs. 5,890 crores by 'the end of December 
1986, forming 10.8 per cent of net bank 
credit against the target of 10 per cent. 

2.62 Of the total priority sector advances 
outstanding at Rs. 23,811 crores as at the 
end of December 1986, those granted to 
scheduled castes and scheduled tribes 
amounted ro Rs. 1596 crores, forming .6.7 
per cent of the priority sector advances. 

2.63 Details of advances granted to small- 
scale sector. (comprising road and water 
transport operators, SSI and setting up of 
industrial estates) are available upto 
December 1985; these indicate a rise of 
16.8 per cent for the year. The bulk of the 
credit outstanding to small-scale seaor 
was claimed by small-scale industries (79.1 
per writ). Advances to other priority 
sectors increased by Rs. 462 crores (23.6 
per cent) during 1985. Retail trade and 
small business were the main beneficiaries 
under this sub-sector. 



Advances to Agriculture 

2.64 A comparative position of 
agricultural credit provided by public 
sector banks as at the end of December 
1984,1985 and 1986 is given in Table 2.13. 

WFJ8: 2 . 1 3 ~ & ~ ~ 2 1 1 1 1 @ ~  
TABLE 2.13: Agriculiural Credit by Public Sector Banks 

Category Ales. Amount A/cs Amount Alcs Amount 
(In lakhs) (Rs. crores) (In lakhs) (Rs. crores) (In lakhs) (Rs.crores) 

Direct 
-w 
Indirect 
w 
Total 

% of 'd.irect agricultural 
advances to net bank credit 

*-* 
Data are provisional 

m t a t p a H B ~ ~ * m  
3 d 1986 if 15 a $G $, Wfb d 
1985 $ 20 JIf&Tti F$ I * 1986 3 
3 ~ & 4 T b T 1 5 9  FITGl3- 1 6 9 W  

2.65 ~ & ' ~ ~ % ~ ~ t ; f a p ~ ~  
m%m3girT$~ii~inm 
'v 1986 % dTf Wi ( 3 W M  3FF.T m) 
Jlf?W3 56.2 s;T, %$$ d W 54.2 

Pn (m 2.14) 1 @ &%$ % @$?f 

~ ~ ~ ~ ~ i , ~ i i ; r ~ m ~ m r ~  
~- -a ; * *%~nprm*a  

The total outstanding agricultural 
advances of all public sector banks 
increased by 15 per cent during 1986 as 
compared to 20 per cent during 1985. 'Thc 
number of borrowal accounts increased 
from 159 lakhs to 169 lakhs. 

Recovery Position 

2.65 The percentage of recovery to 
demand in respect of direct agricultural 
advances of public sector banks as. at the 
end of June 1986 (latest available position) 
was 56.2 as against 54.2 in the previous 
year. (Table 2.14). With a view to 
improving recovery position of agricultural 
advances, banks were advised to launch 
recovery drives in association with State 
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Government officials and take effective 
measures like strengthening and gearing 
up of the organisational structure at the 
controlling offices and field levels, 
adopting schematic approach to lending 
and toning up pre-lending appraisal 
systems and post-lending supervision 
techniques involving inter alia constant 
contact with the beneficiaries. Bank-wise, 
the recovery performance ranged from 35 
per cent to 69.7 per cent for the year ended 
June 1986. 

Table 2.14: Recovery Performance of Direct Agricultural Advances (Rs. Crores) 

~ = a m m ~  
Year ended 
June 

* %@ m $rIt*4*if i~ammn 

Demand Recoveries Overdues Percentage of recoveries 
to demand 

**mi$ 
Data are provisional. Financial Assistance under the 

26. Point Programme 

2.66 The Government of India revised in 
August 1986, the earlier 20-Point 
Programme. According to the provisional 
data available, as at the end of March 
1987, the 28 public sector banks had 
extended financial assistance under the 
former 20-Point Programme to the tune of 
Rs. 8,458 crores spread over 162 lakhs 
borrowal accounts, forming 34.4 per cent 
of their total priority sector advances or 
15.1 per cent of total bank credit. 

Performance of private sector banks i n .  
priority sector lending 

2.67 Private sector commercial banks are 
expected to involve themselves in priority 
sector lending in the same way as public 
sector banks. In the case of foreign banks, 
although these stipulations are not 
applicable, they have been persuaded to 
increase their involvement in financing of 



SSI units, professional and self-employed 
persons, retail trade, etc. The private 
sector banks are yet to achieve the 40 per 
cent priority sector target. Their advances 
at the end of June 1986 under such 
category amounting to Rs. 942 crores 
formed 37.6 per cent of the total advances. 
Their direct advances to agriculture 
constituted 7.8 per cent of total advances, 
and advances to weaker sections formed 
11 per cent. Advances to SSI and 'other 
priority sector' advances of these banks 
aggregating Rs. 705 crores formed 
relatively a high proportion of their total 
priority sector advances. Their advances 
against special schemes such as the 20- 
Point Programme and DRI advances, 
constituted 4.3 per cent and 0.3 per cent, 
respectively, of their total advances as at 
the end of June 1986. 

Term Lending by Scheduled 
Commercial Banks 

2.68 Data on term loans of scheduled 
commercial banks are available as on the 
last Friday of June 1985 and these are 
presented in Table 2.15. Over the year 
ending June 1985, the number of term loan 
accounts rose by 91 thousand to 830 
thousand. Credit limits under term loans 
aggregated Rs. 15,995 crores as at end- 
June 1985 as compared to Rs. 13,452 
crores a year ago. Outstanding term loans 
rose by Rs. 1,701 crores to Rs. 11,923 
crores over the same period. .The 
outstanding term loans formed 35.9 per 
cent of total non-food bank credit 
as at the end of June 1985 which may be 
compared with 35.0 per cent in June 1984. 

RE0r-m Creiii t-Deposi t Ratio 
2.69 % & ~ d % $ 3 F @ 4 3 d & i  2.69 Credit-deposib (CD) ratio of 

scheduled commercial banks on an all- 
India basis has tended to decline during 
the last few years in response to policy 
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m ~ i i 2 . 1 ~ :  * 
TABLE 2.15 SCHEDULED COMMERCIAL BANKS' TERM LOANS . 

(d? *) (Rs. ~ r e s )  

As on the last 
Friday of 

a 1 d u R l  
Number of Accounts 

m* 
Credit Limit 

Term Total of 
Loans all 

Accounts 

Term Total 
Loans Bank 

Credit 

wmr7JRI 
Amount Outstanding 

saaArvm 
Term Total Non-food Percentage 
Loans Bank Bank of col. 5 

Credit Credit to col. 7 

v' 
June 1983 

T' 
June 1984 

F 
June 1985 

* * 3 l Data are provisional 

fadi: (1) ~ ~ w ~ a ; r d t ~ , ~ s a r - ~ * s ~ o o o ~ t  afmq 
(2) +imW@A~~m3makakrk~fm3jRhmRrm$1 

Note: (1) Data relate t o  accounts with credit limit over Rs. 25,000 
(2) Figures in brackets indicate percentage of term loans to total under each item. 

him : u f a ? h * & ~ ~ m , s R i a s m z f & .  
Source: Dept. of Statistical Analysis and Computer Services,. RBI. 



measures. The CD ratio (based on data as 
per returns received under Section 42(2) of 
the RBI Act, 1934) which was as high as 
67.5 per cent at end-June, 1984 declined to 
62.3 per cent at the end of June 1986 and 
further to 59.6 per cent by the end of June 
1987. An analysis of CD ratios, population 
groupwise and State-wise, based on latest 
available data, is made below. 

Region- wise and State- wise Analysis 
of Credit- Deposit Ratios 
2.70 Region-wise and State-wise credit- 
deposit ratios according to sanction and 
utilisation of credit are givenin Table 2.16. 
It will be seen from the Table that in 
respect of those States where the disparity 
in the CD ratios as per sanction and as per 
utilisation was wide, it has narrowed down 
in recent years. This is- particularly 
noticeable in Haryana, . Punjab, Assam, 
Bihar, Orissa, Uttar Pradesh, Andhra 
Pradesh and Karnataka. 

Credit-Deposit Ratios in Rural and 
Semi-urban Centres 
2.71 For reducing wide urban-rural 
disparities in the credit-deposit ratios, the 
Government of India had advised the 
public sector banks that by March 1979 
they should achieve a credit-deposit ratio 
of at least 60 per cent in respect of their 
rural and semi-urban branches separately, 
the private sector banks were required to  
reach this target within a time-bound 
programme. Banks' performance in this 
regard is shown in Table 2.17. It will be 
seen from this Table that for the banking 
system as a whole the credit-deposit ratio 
for rural branches of all scheduled 
commercial banks* had reached 65.3 per 
cent by December 1986 as against the 

"For the purpose of analysis in this section. RRBs are excluded 
both from public and private sector banks. but are included under 
all scheduled commercial banks. 
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stipulated target of 60 per cent. The rural 
branches of public sector banks had also 
reached the target with 60.5 per cent ratio. 
The private sector banks, with the ratio of 
51.9 per cent, still remained much below 
the target. Rural branches of public sector 
banks had reached a more than 60 per cent 
CD ratio in as many as 14 StateslUnion 
territories. The performance of both 
public and private sector banks, in respect 
of CD ratio of their semiTurban branches, 
continued to remain unsatisfactory at the 
level of 51.3 per cent and 48.1 per cent, 
respectively, as against the stipulated 
target of 60 per-cent. Public sector banks 
had reached the target in only 6 States/ 
Union territories by the end'of December 
1986. 
2.72 The frequency distribution of 
districts based on credit-deposit ratios 
separately for rural and semi-urban bank 
offices is given in Table 2.18. The number 
of districts having CD ratio of 60 per cent 
and above in respect of rural offices 
declined marginally from 246 (out of 435) 
in December 1985 to 245 (out of 437) in 
December 1986. As regards semi-urban 
offices, the number of districts having CD 
ratio of 60 per cent and above declined by 
7 to 141 during the same period. 

2.73 Data on State-wise frequency 
distribution of districts based on CD ratios 
as on the last Friday of December 1986 for 
rural and semi-urban offices of scheduled 
commercial banks are given in Table 2.19 
and 2.20, respectively. I t  will be noticed 
that rural offices of banks in more than SO 
per cent of the districts in the StateslUnion 
territories of Haryana, Rajasthan, 
Chandigarh, Assam, Manipur, Tripura, 
Orissa, Madhya Pradesh, Maharashtra, 
Andhra Pradesh, Karnataka, Kerala, 
Tamil ~ a d u  and Dadra and Nagar Haveli 
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TABLE 2.16 : CREDIT-DEPOSIT RATIOS OF SCHEDULED COMMERCIAL BANKS ACCORDING 

TO SANCIlON AND UTILISATION OF CREDIT 

As on the last ~ r i d a ~  of 
bm- b 
RegionIStatelUnion Temtory 3? P P 

June 1975 June 1984 June 1985 

w*m ~t~ FAzf;fic$qm *%q?m wtw 3szihtwR 
As per As per As per As per As per As per 

Sanction Utilisation Sanction Utilisation Sanction Utilisation 

** 
Northern Region 
gfrmnn 
Haryana ~~ 
Himachal PradesH 
q&m 
Jarnmu and Kashmir 
%m 
Punjab 
IFlwFI 

Rajasthan * 
Chandigarh 
RFFit 
Delhi 
~irt-w f& 

North-Eastern Region 
m4 
Assam 
3RPT 
Manipur 
h a v  
Meghalaya 
ml$k 
Nagaland 
Mmr 
Sikkim 
Aga 
Tripura 
wm4aatvr 
Arunachal Pradesh 
&a74 
Mizoram 
Mfh 
Eastern Region 
fkm 
Bihar * 
Orissa 
sPIIstm 
West Bengal 

aRrff;r**m 
Andarnan and Nicobar Islands 
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TABLE 2.16 : CREDIT - DEPOSlT RATIOS OF SCHEDULED COMMERCIAL BANKS ACCORDING 

T O  SANCTION AND UTILISATION OF CREDIT(Conc1d.) 

1 2 3 4 5 6 

-* 
Central Region 56.5 63.8 57.3 57.2 48.5 48.7 
scsntur 
Madhya Pradesh 63.5 67.5 63.6 65.6 60.1 61.7 
m* 
dttar Pradesh 54.3 62.6 55.2 54.3 44.6 44.3 
PfjmLith 
Western Region 74.2 71.0 ' 83.7 81.7 81.5 80.3 
1J;mn 
Gujarat 60.4 67.4 50.3 54.3 52.7 56.4 
m 
Maharashtra 80.2 73.1 99.1 94.5 93.8 90.8 

(86.0) (64.5) (112.7) (96.4) (106.0) (92.6) 
m&mm 
Dadra and Nagar Haveli 103.6 146.4 90.9 114.0 88.5 122.4 
+flTTJld7* 
Goa, Daman and Piu '45.0 49.1 30.6 32.6 34.4 35.5 
cm h 
Southern Region 91.2 93.6 81.9 82.5 77.7 . 78.3 
m* 
Andhra Pradesh 79.6 84.1 78.3 79.0 75.3 76.1 
wizx 
Karnataka 95.6 101.1 82.9 84.7 79.5 80.9 
h 
Kerala 68.7 72.2 72.9 74.0 66.9 68.4 - 
Tamil Nadu 105.7 103.9 90.6 89.9 85.4 84.8 

(117.7) (82.2) (107.3) (88.0) (97.7) (79.2) 
a& 
Lakshadweep 7.3 19.5 15.6 15.6 21.5 18.7 
M39.a 
Pondicherry 90.2 109.7 56.1 59.3 56.3 60.8 ** 
All-India 72.2 72.2 70.7 70.7 67.9 67.9 

m: (1) M~M**~?T$M**%I 
Note: Figures in brackets relate to  important metropolitan centres. 

(2) 1984 3h 1985 3 W%FI l 
Data for 1984 and 1985 are provisional. 

dm : & 2.163 2.20:d.fk & $.*.h., 9l.R. 
Source: Tables 2.16 t o  2.20: Dept. of Statistical Analysis and Computer S e ~ c e s ,  RBI. 



TABLE 2.17 : STATE-WISE CREDIT-DEPOSIT RATIOS OF OFFICES OF PUBLIC* 
AND PRIVATE SECTOR SCHEDULED COMMERCIAL BANKS 

ACCORDING TO POPULATION GROUPS 

(m 1 9 8 6 % & h ~ 3 ~ )  
(As on the last Friday of December 1986) 

(sif&m) (Per cent) 

*m- b 
RegionlStatel 
Union Territory 

Rural Semi-urban UrbadMetropolitan Total 

mfI4 w @ d M  w @ W  M w @ r n f i . j t  p r @  
Public Private Total Public Private Total Public Private Total Public Private Total 

1 2 3 4 5 6 7 8 9 10 11 12 - 
M&f 
NORTHERN REGION 45.7 36.7 47.9 51.9 41.5 9 . 6  55.8 69.2 56.8 53.7 63.3 54.7 

@ml 
Haryana 
matm 
Himachal Pradesh 
9+- 
Jammu and Kashmir 
fmfl 
Punjab 1 

VTRR 
Rajasthan * 
Chandigarh 
fti;Fir 
Delhi 

m-¶$ & 
NORTH-EASTERN REGION 

m 
Assam 

'@v 
Manipur * 
Meghalaya * 
Nagaland 
fMm7 
Sikkirn 

m .  
Tripura 
~~ 
Arunachal Pradesh 
f & h  
Mizoram 

¶?* 
EASTERN REGION 46.6 24.9 55.5 32.1 333 32.7 50.2 78.8 52.8 46.0 75.8 493 

fadn 
Bihar 43.2 - 52.1 31.6 29.5 31.8 34.7 35.2 34.6 35.6 34.7 38.0 * 
Orissa 101.7 - 122.6 67.2 - 68.0 74.1 107.1 73.9 77.5 107.1 83.3 
9PR9m 
Wtat Bengal 355 24.9 39.8 23.6 33.6 24.5 52.7 79.7 56.0 46.9 76.6 50.3 
**m* 
Andman and Kimbar Intan& 40.3 - 40.3 37.1 - 37,l - - - 37.8 - 37.8 

(*) (Contd.l 
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TABLE 2.17 : STATE-WISE CREDIT-DEPOSIT RATIOS OF OFFICES OF PUBLIC* 

AND PRIVATE SECTOR SCHEDULED COMMERCIAL BANKS 
ACCORDING TO POPULATION GROUPS (Concld.) 

- f i b  
CENTRAL REGION 

m* 
Madhya Pradesh 
m* 
Uttar Pradesh 

-+ 
WESTERN REGION 

m 
Gujarat 

w 
Maharashtra 
m * m M  
Dadra and Nagar Haveli 

h m & *  
Goa, Daman and Diu 

$@ fib 
SOUTHERN REGION 

mazm 
Andhra Pradesh * 
Karnataka 

Kerala 

m=E 
Tamil Nadu 
a m  
Lakshadweep 
$&a 
Pondicherry 

*mh 
ALL-INDIA 

: n m n & i r G 3 m & f a , & 7 m z * W 2 0 ~ + b * * l  
Public sector banks comprise State Bank of India, 7 associate banks of SBI and 20 nationalised banks. 

@:mma4* 
Including regional rural banks. 
M:s~~$mf+w.Rr  
Note : Data arc provisional. 



TABLE 2.18 : FREQUENCY DISTRIBUTION OF DISTRICI'S BASED ON CREDIT-DEPOSIT RATIOS 
. OF SCHEDULED COMMERCIAL BANKS 

(m & mdf $) (Amount in Rupees crores) 

l % l M m B * m *  
As on the last Friday of 

m m m 
December 1984 December 1985 December 1986 

m-jmr m m4 mufm@) srRm mzft WUmC' Jctns m4 mufwtqt1 m - 
Credit-Deposit Ratio Timi ?km FiWi 

No. of ~e~osit;f@ Advances No. of Depositsbu Advances No. of Deposits (cc8 Advances 
Districts Districts Districts 

1 2 3 4 5 8 6 7 8 9 

* w l d M  
Rural Omces 

6 o x ~ a d f ~  
60% and above 

wf 
Total 

WfmamFFm 
Semi-urban OfFLces 

20% a% 
Upto 20% 20 1,260 212 20 1,527 259 23 2,203 362 

20% 3 30% ?liii (63) (76) (96) 
- 20% to 30% 44 1,701 417 50 2,079 514 49 2,181 538 

30%340%?m; (39) (42) (45) 
30% to 40% 54 1,739 610 57 2,768 997 65 3,510 1,263 

40%*50%?m; (32) (49) (54) 
40% to 50% 73 3,267 1,443 68 3,254 1,470 73 3,693 1,650 

~0%*60%?m; (45) (48) (51) 
50% to 60% 56 2,460 1,338 54 2,468 1,337 50 2,909 1,571 

(44) (46) 
60%&aTiit3l@F6 

(58) 

60% and above 143 5,340 4,319 148 5,987 4,813 141 6,907 5,601 
(37) (40) 

jtr 
(49) 

Total 390 15,767 8,339 397 18,085 9,390 401 21,403 10,985 

0: ~ l t f f 4 1 4 ~ ~ ~ ~ t ~ 1 a ~ a ; m r m & ~ 1  
figures in brackets indicate amount of deposits per district under each size class, 

w: **% 
Note : Data arc provisional. 
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had CD ratios of 60 per cent and above. In 
the case of semi-urban offices, more than 
50 per cent of the districts in Haryana, 
Manipur, Tripura, Orissa, Andhra 
Pradesh, Karnataka and Tamil Nadu had 
CD ratios of 60 per cent and above in 
December 1986. 

Working Results of Scheduled 
Commercial Banks 
2.74 Data relating to the working results 
of 79 scheduled commercial banks for 1984 
and 1985 are given in Table 2.21. The 
aggregate profits of these banks 
in 1985 amounted to Rs. 123.6 crores 
recording an increase of 29.2 per cent over 
the previous year. In the case of the State 
Bank group the profits recorded an 
increase of 34.8 per cent as against 8.3 per 
cent in the previous year. The 
performance of the 20 nationalised banks 
was also better with profits recording a rise 
of 22.3 per cent as against a decline of 2 
per cent in 1984. The private sector Indian 
scheduled commercial banks recorded an 
increase in profit's by 36.2 per cent as 
against 27 per cent in the previous year. 
Foreign banks recorded a growth rate of 
32.1 per cent which was lower than the 
40.9 per cent increase shown in the 
previous year. During 1985, the total 
earnings of all scheduled commercial 
banks recorded an increase of Rs.1,646 
crores. Total expenditure rose by Rs.1,618 
crores. Income from interest and discount 
rose by Rs.1,509 crores while interest paid 
on deposits and borrowings went up by 
Rs. 1,098 crores. Establishment expenses , 
increased by Rs.349.7 crores in 1985 as 
against Rs.493.6 crores in 1984. 

2.75  sit(^^^^^^ 2.75 As a result of certain decisions taken 
k'Jk?i%9fiOTlq.FIF9.*%1986%dWT& . by Government and the Reserve Bank, 

~ I & f p m M l ~ r n , r r C i n a  banks have further improved their 
profitability during 1986. Thus, the coupon 

m~$m$~pd.ilb** rates on Government securities have been 
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TABLE2.19:STATE-WISE FREQUENCY DISTRIBUTION OF DISTRICTS BASED ON CREDIT-DEPOSIT 

(f@47 1986 % 
(As on the last Friday of 

* (m-m W) 
Frequency (Credit-Deposit Ratio) 

k m m  20% ilifi 

Rekion/State/ Upto 20% 20%-30% 30%-40% 

Un~on Territory m a  5lmTmi Jlfas mTJ#mi Jrfas ~ % - l ~  rn 
T i m  - Ikn Tical 

No. of ~ e ~ o s i t s  Advances No. of- Deposits Advances No. of Deposits Advances 
Districts Districts Districts 

drifsr 
Northern Region 

aftsrPlr 
Haryana 

~~ 
Himachal Pradesh 

-T*- 
Jammu and Kashmir 

TI;Rpm 

Rajasthan 

* 
Chandigarh 

rn 
Delhi 

mq$f * 
North-Eastern Region 

m4-4 
Assam 
m 
Manipur 
h 
Meghalaya 
VRk 
Nagaland 
fM3m 
Sikkim 
m 
Tripura 
37mJ=raaim 
Amnachal Pradesh 
Frjitm 
Mizorarn 
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RATIOS FOR SCHEDULED COMMERCIAL BANK OFFICES IN RURAL CENTRES 

(ofin ma ~4 3) (Amount in Lakhs of Rupees) 

* cm-Wn Sr39m) 
Frequency (Credit-Deposit Ratio) 

60x3 ylfim; * 
40%-50% 50%-60% 60% and above Total 

km,- (77 
w m k 4 i  m m*wmfm * fa$* 5ima%4i * w4 zvnufmi J;mm 

.m ml m irrwr 
RegionlStatel No. of Depo- Adva- No. of Depo- Adva- No. of Depo- Adva- No. of Depo- Adva- 
Union Territory Dist- sits nces Dist- sits nces Dist- sits nces Dist- sits nces 

ricts ricts ricts rids 
-- - - -- - 

10 11 12 13 14 15 16 17 18 19 20 21 

;JiTit& 
Northern Region 8 204,26 92,56 8 297,21 163,54 38 910,49 828,35 79 3286,OO 1574,90 

5fmJn 
Haryana 
mm3&l 
Himachal Pradesh 1 22,36 9,Ol - - - 2 54,83 59,58 12 447,36 169,41 

7mW 
Rajasthan * 
C handigarh 
m 
Delhi 

m-* * 
North-Eastern Region 7 30,OO 1 3 3  10 121,37 65,14 23 138,33 132,02 57 394,16 235,21 
3m4 

Asam - - - 5 108,58 57,97 10 97,03 9030 17 242.70 155,78 

* 
Manipur 

Meghalaya 

Nagaland 

fmm 
Sikkim 

f%Y 
Tripura 

?wmFf* 
Arunachal Pradesh 
m 

2 7.14 3,29 - - - - - - 3 9,33 3,97 Mizoram 

(d) Contd.. .... 
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TABLE 2.19:STATE-WISE FREQUENCY DISTRIBUTION OF DISTRICTS BASED ON CREDIT-DEPOSIT 

(f8747 1986 % 
(As on the last Friday of- 

ahpmim-m& 
Rcg~on/State/ 1 2 3 4 5 6 7 8 9 
Union Territory 

Mritsr 
Eastern Region 1 72,73 12,18 5 362,81 92,95 11 74044 258,97 
f$m 
Bihar 1 72,73 12.18 1 61,69 15,20 8 411,64 14335 

' * 
Orissa - - - - - - - - 
mm 
West Bengal - - - 4 301.12 77,75 2 324,71 113,76 
S n S n J i h M ~  
Andaman and Nicobar Islands - - - - - - 1 429 1,66 

-* 
Central Region 
wrrhn 
Madhya Pradesh 
msrtur 
Uttar Pradesh 

*b 
Western Region 
-rrjr?a Gujarat 
m 
Maharashtra 
nn4rmVMt 
Dadra and Nagar Haveli 
Titinwd7fRi 
Goa, Daman and Diu 

*@Pifir 
Southern Region 
yrm* 
Andhra Pradesh 
zr;;ifizr; 
Karnataka 
am 
Kerala 
*.- Tam11 Nadu 
atri;?P 
Lakshadweep 

Pondicherry 

riplort:***r 
Note: Data are provisional. 
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m w m - * m ( m )  
RATIOS FOR SCHEDULED COMMERCIAL BANK OFFICES IN RURAL CENTRES (Concld.) 

simsqamd, 
December 1986) 

(oftr d a )  (Amount in Lakhs of Rupees) 
b m m  b 
RegionlStatel 
Union Territory 

10 11 12 13 14 15 16 17 18 19 20 21 

¶?ffh 
Eastern Region 11 

=M 
Orissa 

sfirimm 
West Bengal 

3+3lwik*q 
Andaman and Nicobar Islands 1 

-* 
Central Region 

sts* 
Madhya Pradesh - 
m* 
Uttar Pradesh 

-* 
Western Region 7 

F 
Gujarat 6 

rn 
Maharashtra 

wJJ4x;mfm 
Dadra and Nagar Haveli - 
.itinm&* 
Goa,. Daman and Diu - 
$& a. 
Southern Region 2 

am* 
Andhra Pradesh 
=Fibti 
Karnataka 

* 
Kerala , 2 113,89 48,78 3 119,67 69,13 8 155,71 157,33 14 394,78 276,48 

*;n3 
Tamil Nadu - - - -  - - 19 785,89 762,21 19 785;89 762,21 

3& 
Lakshadweep - - - -  - - - - - 1 3,85 1 ,O'J 

%a 
Pondicherry - - - 1 2,98 1,49 1 15,80 12,27 3 26,03 15,67 

** 
All-India 44 1568,88 697,91 59 2087,69 1146,99 245 5843,56 6157,50 437 14,375,12 9386'61 

~ : ~ * % I  

Note: Data are provisional. 
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TABLE 2-20 STATE-WISE FREQUENCY DISTRlBUTION OF DISTRICTS BASED ON CREDIT-DEPOSIT 

(m 1986 t 
(As on the last Friday of 

Frequency (Credit-Deposit Ratio) 

20% a=fi 
Upto 20% 20%-30% 30%-40% 

~ m ; s m  i-33 Wift 5pmfmi 3m.i w$l 5imRmi * ~4~ 4 f h  
REGION/STATE/ 7km ??c?ll 7 4 ~  
UNION TERRITORY No. of Deposits Advances No.of Deposits Advances NO. of Deposits Advances 

Districts Districts Districts 

1 2 3 4 5 6 7 8 9 

jirft* 
NORTHERN REGION 3 320,53 42,W 10 558,80 137,65 13 603,95 216,75 

mqlllrr 
Haryana - - - - - - 1 99,98 39,95 
m* 
Himachal Pradesb - - - 2 31,48 7,62 2 44,37 15,38 

Jammu and Kashrnir 1 7,62 61 1 22,28 \ 6,43 2 55,64 19,82 
4Wi 
Punjab 1 273,W 36,68 2 405,12 99,41 2 146.78 55,OO 
u3Pm 
Rajasthan - - - 4 86,37 21,ll 6 257,18 86,61 * 
Chandigarh - - - 1 13,55 3,09 - - - 
w 
Delhi 1 39,oO 4,81 - - - - - - 
m-M& 
NORTH-EASTERN REGION 3 105,86 7.13 8 150,55 39,46 8 186,ll 67,21 

m 
Assam - - 2 66,94 18,91 8 186,ll 67.21 

gfbfjZ 
Manipur - - - - - - - - - -- 
Meghalaya - - - 3 28,69 7 3  - - - 
Tmk 
Nagaland 1 244 28 1 5.77 1,71 - - - 
rn 
Sikkim - - - 1 46.28 10.89 - - - 
fTJ 
Tripura - - - - - - - - - 
3wJma* 
Arunachal Pradesh 1 1,39 21 - - - - 
m 
Mizoram 1 102,03 6,63 1 2.87 75 - - - 
M* 
EASTERN REGION I1 9673  179 $1 17 908,99 W J O  11 49%,83 162.99 
am 
Bihar 4 163,% 25.84 12 521,27 124,16 * 8 411,99 135.02 

Orissa - - - - - - - - - 
vfm rn 
Wcst Bengal 7 803,40 153.67 5 387.72 96.04 
m&t%hR&mp f 66.86 20.55 

Andaman and Nicobar Islands - - - - - 2 19,98 7,42 
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~n*mqm*m 
RATIOS FOR SCHEDULED COMMERCIAL BANK OFFICES IN  SEUI-URBAN C E N T R E S  

* m a )  
December 1986) 

(OfjR TlRil d 8) (Amount in lakhs of Rupees) 

3qR cm-rn -1 
Frequency (Credit-Deposit Ratio) 

bm- $4 
REGIONISTAW 
UNION TERRITORY 

60% Jh( JrEra; jhS 
40%-50% 50%-60% 60% and above Total - 

w4TlmRl JlfasW-4tTlmRl ~ m 4 ~  mm?3=lmifdl smm 
rn 'tiwr ?&7l liwl 

No.of  Depo- Adva-No.of Depo- Adva-No.of Depo- Adva- No.of Depo- Adva- 
Dis- sits nces Dis- sits nces Dis- sits nces Dis- sits nces 

tricts tricts tricts tricts , 

10. 11. 12. 13. 14. 15. 16. 17. 18. 19. 20. 21. 

e* 
NORTHERN REGION 10 381,81 178,33 8 607,94 327,52 25 1110,08 947,48 69 3583,lO 1849,82 

Tmmorr 
Haryana 
m* 
Himachal Pradesh 

-LA* 
Jammu and Kashrnir 
m 
Punjab 
TmwFI 
Rajasthan 
-+v 
Chandigarh 
M 
Delhi 

m-'@ * 
NORTH-EASTERN REGION 

m 
Assam * 
Manipur 

Meghalaya 
h 
Nagaland 
iMi.4 
Sikkim 
m 
Tripura , . -* 
Arunachal Pradesh 
rn 
Mizorarn ** 
EASTERN REGION 

k J 7  
Bihar 4 102.62 45,42 6 129,17 68,40 4 76,88 4 7 5 9  38 1405.88 446,43 * 
Orissa 3 57.52 26.57 2 94,83 50,07 8 204,08 165,85 13 356.43 242.49 
sfem m 
West Bengal 2 61,23 27-47 - - 1 68,97 42,84 16 1388.18 340.57 
JiiflrnJihmm 
Andaman and Nicobar Islands 2 19.98 7.42 
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TABLE 2.20: STATE WISE FREQUENCY DISTRIBUTION OF DISTRImS BASED ON CREDIT-DEPOSIT 

(m 15186 % 
(As on the last Friday of 

hm&vrfifta+ 
RegionlState/ 1 2 3 4 5 6 7 8 9 
Union Territory 

srscff* 
CENTRAL REGION 
m* 
Madhya Pradesh 
mi* 
Uttar Pradesh 
u f !  * 
WESTERN REGION 

m 
Gujarat 
w 
Maharashtra 
m & m M  
Dadra and Nagar Haveli 
hm&* 
Goa, Daman and Diu 

*m fh 
SOUTHERN REGION 

Andhra Pradesh 
wfm 
Karnataka 

Kcrala - 
Tamil ~ a d u  
Fmav 
Lakshadweep 
w 
Pondicherry 
aItkFlsrcift9 

Data are provisional. 
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~nmitaw*m*m(m) 
RATIOS FOR SCHEDULED COMMERCIAL BANK OFFICES IN SEMI-URBAN CENTRES (Concld.) 

*v=m4) 
December 1986) 

(M am d 8) (Amount in lakhs of Rupees) 

&m;srnmrfka& 
RegionlStatel 10. 11. 12. 13. 14. 15. 16. 17. 18. 19. 20. 21. 
Union Territory 

sMcif(ifjl 
CENTRAL REGION 27 1105,03 485,24 11 436,18 240.85 22 634,46 518,33 101 3636,33 1707,19 

w* 
Madhya Pradesh 8 175,03 76,62 6 200,76 110,51 15 373.43 279.21 45 1124.15 587.96 
mwhl 
Uttar Pradesh 19 930,Ol 408,62 5 235,42 130,34 7 261,03 239.12 56 2512.18 1119,24 

(ifjl 
WESTERN REGION 11 510,85 231.03 9 506,09 272.08 - 21 .1089,72 789.17 49 3592.80 1763,16 

rn 
Gujarat 4 213,71 9335 4 356.49 190,40 8 533.22 386,09 18 1745.72 842,64 

w 
Maharashtra 6 286,15 132,80 5 149.60 81,68 13 556,50 403.09 29 1292,77 705,95 
nrn31)2mm 
Dadra and Nagar Haveli - 
?mrm&* 
Goa, Damah and Diu 1 10,98 4,67 - 2 554,32 214,56 

*N & 
SOUTHERN REGION 11 1218,08 539,42 11 1106,91 59744 53 3705,15 3073,29 79 6677.02 4366,33 

smratm 
Andhra Pradesh 3 239.26 107,59 3 150.66 82,77 16 1097,84 893,14 23 1489,80 1084,03 
d m i  
Karnataka 2 101,23 49,30 - 18 973,91 804,92 20 1075,13 854,22 
h 
Kerala 3 745,38 324,84 3 578,89 318,62 6 557,30 477,83 14 2508,OO 1269,98 
*% 
Tamil Nadu 2 131,49 57.39 4 374,16 194,23 13 1076,lO 897,40 19 1581,75 1149,02 
a$& 
Lakshadweep 
w 
Pondicherry 1 73 30 1 3,19 1,82 3 22,34 9,08 

~~ 
ALL-INDIA 73 3692,91 1650,29 50 2908,65 1571,18 141 6907,34 5600,62 401 21403,59 10984,91 



m 2 . 2 1 :  *-Wtdvfimm 
TABLE 2.21: WORKING RESULTS OF SCHEDULED COMMERCIAL BANKS 

(e d) (Rs. crores) 

msnms 
d * a3 ~ ( 8 )  U@-Fe*(20) h ( 3 l )  f3??fl * (20) f  3Ff (79) 

" Year State Bank group Nationalised Other Indian Foreign Total (79) 
(8) banks (20) banks (31) banks (20)f 

I gjFTTnf4mi 

Total Earnings 

d t  
Of which: 

'-&W 2435.61 2891.84 4979.98 5908.38 408.09 452.36 324.21 404.28 8147.89 9656.86 
Interest and Discount (22.1) (18.7) (26.3) (18.6) (20.6) (10.8) (33.0) (24.7) (25.0) (18.5) 

11 gjFTam 
Total Expenditure 2757.96 3245.60 5265.66 6263.68 446.35 485.94 357.33 ' 449.86 8827.30 10,445.08 

(22.3) (17.7) (25.6) (18.9) (21.3) (8.9) (27.7) (25.9) (24.4) (18.3) 

a d *  
Of which: 
mi;) -, d, m 
(a) Interest paid on 

Deposits, Borro- 
wings, etc. 

(w) %kfN43~crw 
+?am, +,dmfifs 
* h / ~ d r n  

(b) Salaries, Allowances, Provident 
Fund and BonuslEx-gratia 683.63 826.43 1211.84 1401.34 127.42 136.03 54.93 63.68 2977.82 2427.48 
Payment to Staff (30.8) (20.9) (32.3) (15.6) (27.3) (6.8) (19.9) (15.9) (31.2) (16.8) 

Profit after rovision for 
taat ionan~~onur/~x-grat ia  25-33 34.14 37.51 15.89 5.22 7.11 27.57 36.41 95.63 123.55 
Payment to Staff (8.3) (34.8) (-2.0) (22.3) (27.0) (36:2) (40.9) (32.1) (12.1) (29.2) 

E : ~ f $ h i t ~ $ ? % ~ ~ f i i r ~ ~ 3 ~ i i 7 i ~ 1 ~ 1 9 8 ~ 4 f & E r 4 ~ % 1  
Data in respect of one foreign bank pertain to its position as on October 31,1985. 
m :maHa*md-iB~aamvmw(-) MBI 
Note: Figures in brackets indicate percentage increaseldecrease (-) over the previous year. * : h ~ & ~ r n , m ~ % l  
Source: Dept. of Banking Operations and Development, RBI. 
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progressively stepped up during the last 
few years. The rise in interest payable by 
the Reserve Bank on cash reserves of 
banks held with it and increase in interest 
received on food procurement credit by 
banks have helped them to increase their 
earnings. Service charges have also been 
raised. Besides, variolis measures taken by 
the banks under the Action Plans for 
revamping credit management and 
improving the quality of loan assets, 
mentioned earlier, have also contributed 
to the improvement in profitability. 
Regional Rural Banks 

Progress of RR Bs 

2.76 During 1986-87 (July-June) 2 more 
RRBs were set up, one each in Andhra 
Pradesh and Uttar Pradesh taking the total 
number of RRBs to 196. RRBs covered 
350 districts as at the end of June 1987 as 
against 342 districts a year ago. The State- 
wise position of number of offices of RRBs 
is given in Table 2.22. It may be seen 
therefrom that RRBs had 12,838 branches 
at the end of December 1986 showing an 
increase of 232 branches over the previous 
year. 

Branch Expansion Programme 

2.77 The branch expansion programme 
will continue on the basis of the new 
branch licensing policy for the five year 
period 1985-90 (co-terminus with the 
Seventh Five-Year Plan) which envisages 
provision of banking facilities in deficient 
rural areas, especially where identifiable 
spatial gaps exist. The expansion will be 
allowed taking into account the need, 
spatial gaps and financial viability of the 

' proposed branches. Priority will continue 
to be given to RRBs in allotment of 
identified centres in districts covered by 
them. 



TABLE 2.22: STATE-WISE OFFICES OF REGIONAL RURAL BANKS 

v.- 47 30 1987 4 30 1987 4 31 f % 3  1986 3 
&. m. 34 % 4. ~ ~ i f ? l ~  ~ ~ ~ ~ t .  

Statel No. of RRBs as on No. of districts covered as No. of branches as 
Union Territory June 30. 1987 on June 30, 1987 'on December 31, 1986 

1.4t7* 
Andhra Pradesh 16 22 1,010 

3. rn 
Bihar 

4. ?P=' 
Gujarat 

5. Tfmw 
Haryana 

6. h& 
Himachal Pradesh 

7. q3j?Tm 
Jammu & Kashmir 

8. 
Karnataka 

9. 

Kerala 
10. m& 

Madhya Pradesh 
11. wrq 

Maharashtra 
12. Mq7 

Manipur 
13. h 

Meghalaya 
14. TTdS 

Nagaland 
15. * 

Orissa 
16; +fW 

Punjab 
17. W74R 

Rajasthan 
18. i@FFQ 

Tamil Nadu 
19. 

Tripura 
20. am X h l  

Uttar Pradesh 

21. sfbl irlfT;I 
West Bengal 

22. mJma* 
Arunachal Pradesh 

23. fkh 
Mizoram 

* 
Total 1% 350 12.838 

phir:;TR13t 
Source: NABARD. 
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Operariotrs of RRBs 

2.78 As at the end of June 1987, deposits 
and advances of 194 reporting RRBs were 
Rs.1,809 crores and Rs.1,897 crores as 
compared with Rs.1,431 crores and 
Rs.1,538 crores (192 reporting banks), 
respectively, a year ago. Details of 
purpose-wise break-up of outstanding 
direct advances of RRBs are available 
upto December 1986 which are given 
below: 

Purpose Amount 
(Rs.crores) 

Short-term (crop loans) 332 
Term loans for agricultural 376 
activities 
Allied activities 297 
Rural artisans. village and . 108 
cottage industries 
Retail trade and self- 476 
employed, etc. 
Consumption loans 16 
Other purposes 143 

Total 1,748 

The aggregate advances to the weaker 
sections constituted 92 per cent of the total 
direct advances. Indirect advances during 
the same period amounted to Rs.37 crores 
of which a sizeable portion was provided 
to the weaker sections. The advances by 
RRBs under IRDP during 1986 
aggregated Rs.200 crores in 7,84,145 
accounts. 

Refinance facilities from NA BA R D 

2.79 On the basis of the 
recommendations of the Working Group 
on RRBs, a modified refinance formula 
was evolved for short-term and non- 
schematic medium-term loans. Accor- 
dingly, with effect from March 1, 1987, 
the involvement of the RRBs in 
shortserm and non-schematic mediurn- 
term loans was to be 30 per cent and 20 per 



cent, respectively. The involvement of 
sponsor banks in both the loans should be 
20 per cent. NABARD's involvement in 
refinance would be 50 per cent for short- 
term credit and 60 per cent for non- 
schematic lending. The interest charged on 
refinance by sponsor banks was reduced 
by 1.5 percentage points to 7.0 per cent. 
RRBs are eligible for schematic refinance 
on the same terms and conditions as 
applicable to commercial banks. Recently, 
NABARD has extended conversion 
facilities to RRBs in cases of occurrence of 
drought, famine or other natural 
calamities. NABARD will sanction 
medium-term (conversion) loans to RRBs 
to the extent of 70 per cent of the short- 
term crop loans converted into medium- 
term loans by the RRBs, at  the ultimate . 

borrowers' level. The sponsor banks are 
expected to sanction 25 per cent of 
conversion loans. The remaining 5 per 
cent will be borne by RRBs out of their 
resources. 

2.80 During 1986-87 NABARD 
sanctioned short-term limits aggregating 
Rs.226.9 crores to 145 RRBs and medium- 
term (non-schematic) limits to the extent 
of Rs.80.3 crores to 122 RRBs. The 
outstandings against these limits were 
Rs.207.2 crores and Rs.192.8 crores, 
respectively, as at the end of June 1987. 
For the first time NABARD sanctioned 
medium-term conversion loans of Rs.8.0 
crores to the RRBs during 1986-87. The 

, 

outstandings under conversion loans stood 
at Rs.7.3 crores as at the end of June 1987. 
Short-term loan limits of Rs. 1.0 crore were 
also sanctioned to 2 RRBs under the 
National Oilseeds Development project. 
The RRBs have also availed of long-term 
refinance from NABARD. As at  the end 
of March 1987, 2,058 schemes involving 
NABARD's commitment of Rs.726.1 
crores were sanctioned to RRBs and 
drawals amounted to Rs.609.6 crores as on 
that date, 
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Refinance from sponsor banks 

2.81 The amount of refinance availed of 
by RRBs from the sponsor banks was 
Rs.246.9 crores as at the end of December 
1986 as against Rs.208.5 crores during the 
previous year. 

Working Group on RRBs 

2.82 A Working Group under the 
Chairmanship of Shri S.M. Kelkar was 
constituted to review the various aspects of 
the working of RRBs for the past few 
years so as to identify appropriate 
measures for strengthening their 
organisational structure and improving 
their overall capabilities. The Working 
Group which submitted its report in June 
1986, recommended the continuance of 
RRBs and greater involvement of sponsor 
banks in their functioning. The major 
recommendations of the Working Group 
which have been accepted by the 
Government and which are either 
complied with or are under various stages 
of compliance are as under: a) in order to 
improve viability, the authorised share 
capital of RRBs may be raised from Rs.1 
crore to Rs.5 crores and issued capital 
from Rs.25 lakhs to Rs.1 crore. 
b) sponsor banks should invest in 
Government securities the deposits kept 
by RRBs sponsored by them in current 
account for SLR requirement so as to give 
the RRBs a higher rate of return on such 
deposits. c) NABARD should remove the 
proposed restriction which would require 
RRBs to bring down the CD ratio to 100 
per cent as this would adversely affect the 
resources position of RRBs and lead to  
lower level of business for them and 
restrict availability of credit to the weaker 
sections. d) the sponsor banks should 
reduce the rate of interest on refinance 
from 8.5 per cent to  7 per cent. e)  while 
the restrictions on  lending by RRBs to 
non-target groups may continue to be 



maintained, they may be allowed to 
provide credit to select institutions such as 
SCIST corporations, local bodies and 
housing boards. NABARD, however, has 
suggested that such loans should be given 
only to financially sound institutions and 
for production purposes alone. f) i t  is 
normally desirable to restrict the coverage 
of RRBs to 2 districts for better 
supervision and control of branches. At 
the same time it would be advisable to 
merge small and uneconomic RRBs. 
Establishment of new RRBs should 
primarily be considered on the basis of 
genuine need to serve a neglected area and 
particularly the tribal population. 

Special Credit Schemes/Facilities 

Credit Authorisation Scheme 

2.83 Based on the recommendations 
made by the Working Group on the 
Money Market, some measures to 
promote bill financing were announced in 
March 1987 which are briefly set out 
below. 

2.84 Proportion of receivables financed 
under the cash credit facilities: In the case 
of borrowers who enjoy aggregate working 
capital facilities exceeding the cut-off point 
under the Credit Authorisation Scheme 
(CAS), both in the private and public 
sectors, with effect from April 1,  1988, the 
limit sanctioned against book debts should 
not be more than 75 per cent of the 
aggregate limits sanctioned to such a 
borrower for financing his inland credit 
sales. The remaining credit requirement 
could be financed through demandusance 
bills. In the case of parties where the 
proportion of receivables financing is 
already less than 75 per cent, the banks 
were advised not to permit an increase in 
the proportion of receivables financing 
under the cash creditloverdraft facilities. 

2.85 Discretionary power to banks to 
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sanction ad hoc bills limit: In addition to 
the discretionary powers already vested 
with banks, as an incentive to use the bill 
facility in the event of an increase in the 
scale of operations, a separate inland bill 
limit up to 10 per cent of the existing bill 
limit for a period of 3 months subject to a 
ceiling of Rs.1 crore was allowed to banks 
effective April 1, 1987. The overall limit 
was further raised to Rs.2 crores on July 1,  
1987. 

2.86 Stipulatiori on bill acceptances to 
Credit purchases: All CAS borrowers were 
required to attain a ratio of bill 
acceptances to inland credit purchases of 
25 per cent by April 1, 1988. In cases 
where this ratio was below the stipulated 
level, banks should advise their 
constituents to progressively move 
towards the attainment of the stipulated 
ratio. 

Working of CAS 

2.87. The number of parties in whose 
cases prior authorisation from RBI under 
the credit authorisation scheme (CAS) is 
required, increased to 644 by the end of 
June 1987 from 598 at the end of June 
1986. The total limits in force amounted to 
Rs.21,067 crores as at the end of June 
1987, as compared to Rs.21,434 crores a 
year ago. The share of pu6lic sector 
undertakings in the total limits at the end 
of June 1987 was 62.9 per cent. The 
facility-wise distribution pattern of the 
total limits in force, as at the end of June 
1987 was 93.3 per cent for working capital 
purposes (including packing credits and 
bills), 5.6 per cent for term finance and 1.1 
per cent for sale of machinery on deferred 
payment basis. 

2.88 Activity-wise, the share of 
engineering industry was 12.3 per cent 
followed by manufacture of chemicals and 
chemical products (9.2 per cent) and 



cotton textiles (6.0 per cent). Industry as a 
whole accounted for Rs. 10,945' crores or 
55.7 per cent of total working capital 
limits, Of the total working capital'limits 
of Rs.12,721 crores in respect of public 
sector, trading accounted for 62.2 per cent 
(of which 46.7 per cent was for food 
procurement and 7.0 per cent for fertiliser 
distribution), engineering industry 7.1 pel 
cent, petroleum industry 5.4 per cent and 
generation and distribution of electricity 
2.5 per cent. 

2.89 A review of credit authorisation 
scheme made in June 1987 showed that 
while the CAS had brought about a large 
'measure of financial discipline, 
compliance therewith by many parties was 
still below expectations. With the 
objective of reducing delays in the 
sanction and disbursement of credit limits 
and in order to provide suitable incentives 
to those who comply with the various 
requirements as well as to encourage other 
borrowers to move towards such 
compliance, it was decided that parties 
who broadly comply with the prescribed 
discipline should be treated differently 
from those who do not. 

2.90 *-, a fiefs rn TIT f8i 1 g j ~ $  2.90 Accordingly, it was decided that 

1987 3 @ @ k T&& 3 3 (i) effective July 1, 1987, in respect of larger 

1.33:1 %?w~%JQR 1 &.WR$Jrnr 
borrowers who (i) comply with the second 
method of lending requiring -a minimum a @ % "& 3, (ii) f?srR current ratio of 1.33:1, (ii) submit 

h f 3 w ~ ~ W x f ~ h q ? r & % *  (iii) regularly the prescribed quarterly 
f i & ~ m r a i f ~ 3 ~ 3 = & &  . stitemeits and (iii) maintain lkvels 01 

inventory/receivables within or at the 
prescribed normslpast levels, banks can 
release the entire amount of additional 
sanctioned limits without the Reserve 
Bank's prior authorisation. Secondly, in 
the case of borrowers who comply with the 
disciplines at (i) and (ii) but do not fully 
comply with inventory and receivables 
norms, banks will have the discretion of 
reIaxing the norms upto 20 per cent. Such 
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cases also need not be referred to the 
Reserve Bank for prior approval of 
enhanced credit limits. These decisions are 
expected to reduce the number of CAS 
cases to be referred to the Reserve Bank 
by about 35 per cent. 

2.91 Where cases have still to be referred 
to the Reserve Bank, the existing limit for 
temporary accommodation by banks upto 
three months has been raised substantially 
upto a level not exceeding 25 per cent of 
the existing packing credit limits and 10 
per cent of the existing working capital 
(other than packing credit) limits, subject 
to an overall ceiling of Rs.4 crores, as 
against Rs.2 crores hitherto. 

2.92 The Reserve Bank would hereafter 
give its decision on all proposals received 
for its prior authorisation within one 
month from the date of receipt of the 
relative proposal. Banks were advised to 
gear up their machinery for handling 
proposals for larger credit limits so that 
decisions thereon are taken without undue 
delay. 

Sick Industrial Undertakings 
2.93 The Board for Industrial and 
Financial Reconstruction (BIFR) came 
into effect from January 12, 1987 in terms 
of Sec.4 read with Sec.6 of the Sick 
Industrial Companies (Special Provisions) 
Act, 1985 for determining the preventive, 
ameliorative, remedial and other measures 
which need to be taken in respect of sick 
industrial companies and for the 
expeditious enforcement of the measures 
so determined. The Board has started 
functioning from May 15,1987. It has wide 
ranging powers with regard to  sick 
industrial companies including, inter alia 
their revival, change or take-over of 
management, reconstruction including 
restructuring of share capital by reduction 
of the interest or rights of the 



shareholders, amalgamation with another 
company and sale or lease of a part or 
whole of the industrial undertaking, as 
also their winding up. The schemes of 
rehabilitation as sanctioned under the 
orders of the BIFR would be binding on all 
concerned. 

2.94 Detailed instructions were issued to 
banks in February and August 1987 
advising them of the action required to be 
taken by them in respect of units assisted 

Y 
by them. The banks were to report to 
BIFR with a copy endorsed to the RBI, 
the position with respect to the accounts 
of sick industrial companies under the 
following heads: i) cases where a 
programme of rehabilitation as approved 
by financial institutions and the RBI is 
being implemented; ii) cases where 
viability studies have been completed but 
preparation of rehabilitation programme is 
in progress; iii) cases where viability 
studies are yet to be undertaken; and 
iv) cases where efforts at revival have 
failed and the unit was considered as non- 
viable. They were also asked to  ensure 
reporting by the cornpadies to the BIFR 
in terms of Section 23 of the Act. Banks 
were advised to suitably gear up their 
organisational and administrative 
arrangements and to vest their executives 
with the necessary powers so that the 
process of finalisation of the schemes 
would not be held up for want of timely 
decisions,or effective follow-up. 

2.95 According to the latest data 
available as at end-June 1986, the total 
number of units identified by banks as sick 
stood at 1,30,606 with outstanding bank 
credit of Rs.4,665 crores (8.4 per cent of 
total bank credit). Of these, there were 
689 large sick industrial units (enjoying 
credit limit of Rs.1 crore and above) with 
aggregate outstanding bank credit of 
Rs.3,239 crores. Out of these, viability 
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studies in respect of 598 units were 
completed. Of the 374 units considered as 
viable, 230 units were.put under nursing 
programme by the banks. As at the end of 
June 1986 there were 1,28,687 sick small- 
scale industrial units involving bank 
finance of Rs. 1,184 crores. Of these,l3,028 
units were considered by banks as 
potentially viable and 2,656 units were 
brought under the nursing programme. 

Loans for Plantations 
2.96 Short-term loans for traditional 
plantations (i.e. tea, coffee, rubber and 
spices) were not eligible to be treated as 
priority sector lending. It was decided in 
April 1987 that such advancks to small 
holders with land holdings of not more 
than 5 acres and who do nbt have their own 
processing units, may be classified as 
agricultural advances as part of priority 
sector lending. 

Advances against Gold Qrnaments and 
Jewellery 

2.97 In terms of the earlier RBI 
guidelines, bank advances against gold 
ornaments and jewellery were not 
normally to exceed Rs.5,000. Consequent 
upon tightening up of the Money Lenders 
Acts and strict enforcement of the 
provisions of RBI Act and Banking Laws 
(Amendment ) Act, 1983, the small 
borrowers, . who normally meet their 
immediate requirements by pledging gold 
ornaments with private financi'ers would 
find it difficult to get their demands 
satisfied. With a view to weaning away the 
borrowers from usurious money-lenders 
and middlemen, the ceiling for 'other' 
advances (such as for medical expenses 
and meeting unforeseen liabilities) against 
gold ornaments and other jewellery was 
raised from Rs.5,000 to  Rs. 10,000. 

Advances to "indigent students" for higher 
studies in India 

2.98 The 'annual family income limit in 
respect of bank advances to  "indigent 
students" for the purpose of prosecuting 
higher studies in India was raised ffom 
Rs.6,000 to Rs.12,000. 



Differentid Rate of Interest Scheme 

2.99 During the year ended December 
1986, the number of loan accounts in 
public sector banks under the Differential 
Rate of Interest (DRI) Scheme rose by 
4.79 lakhs to 47.97 lakhs and the amount 
of loans outstanding by Rs.75 crores to 
Rs.561 crores. The average amount of 
loan per account increased from Rs. 1,072 
to Rs.1,169. The public sector banks' 
advances under DRI Scheme in December 
1986 formed 1.2 per cent of their total 
advances as at the end of December 1985. 
Of the outstanding DRI advances of 
Rs.561 crores in December 1986, those 
granted to SCsISTs amounted to Rs.282 
crores, forming 50.3 per cent of the total 
DRI advances. The Government of India 
had set up a Task Force on DRI scheme in 
April 1983 to go into the various 
provisions of the scheme and suggest 
modifications, if any, considered 
necessary, as also measures to improve 
recycling of funds. The main decisions 
taken on its recommendations and 
communicated to banks are given below: 

(i) The scheme as in the existing form 
will continue at the interest rate of 4 per 
cent. 

(ii) The benefits of the scheme will be 
available only to the borrowers who are 
not assisted within the prescribed 
eligibility criteria, under any of the subsidy 
linked schemes of Central / State 
Governments and State-owned 
corporations. 

(iii) The ceiling of annual family income of 
borrowers for eligibility for assistance, was 
raised to Rs.6,400 in rural areas and 
Rs.7,200 in urban and semi-urban areas 
(the previous ceiling being Rs.2,000 and 
Rs.3'000 respectiveIy). 
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Self-Employment Scheme for Educated 
Unemployed Youth 

2.100 This scheme introduced in 1983-84 
has been extended to 1986-87 and the 
remaining years of the Seventh Plan, The 
number of beneficiaries to be assisted 
during 1986-87 was fixed at 2.50 lakhs, 
same as in the previous years. The 
proportion of industrial ventures was to be 
not less than 50 per cent and that for 
business ventures not more than 30 per 
cent of the cases sanctioned during the 
year. However, relaxation was made in 
respect of hilly areas of Arunachal 
Pradesh, Assam, Himachal Pradesh, 
Mizoram, Nagaland,Sikkim and Tripura in 
whose case, the minimum proportion of 
industrial ventures was fixed at 30 per cent 
with no upper ceiling for business 
ventures. From 1986-87, IT1 trained 
candidates were also eligible for assistance 
under the scheme for industrial service 
ventures. A sub target of 30 per cent for 
SCIST beneficiaries, a ceiling on family 
income of beneficiaries of Rs.10,000 per 
annum, enhancement of limit of loan 
per beneficiary for industrial ventures 
from Rs.25,000 to Rs.35.,000 and 
reduction of loan limit for business 
ventures from Rs. 25,000 to Rs. 15,000 
were the additional modifications 
introduced in the scheme from 1986-87. 

2.101 During 1985-86 banks sanctioned 
loans amounting to Rs.430 crores to 2.21 
lakh beneficiaries under the scheme 
against the target of 2.50 lakh 
beneficiaries. During the financial year 
1986-87, as per provisional data available, 
an aggregate amount of Rs.455 crores was 
sanctioned to 2.19 lakh beneficiaries. 



2.102 Following reports that commercial 
banks had rejected a large number of loan 
applications under the scheme, a study 
seeking to analyse in depth the position 
regarding achievement of targets vis-a-vis 
the number of applications sponsored, 
reasons for the returntrejection of loan 
applications, etc. was conducted by the 
RBI. The Study Report is under scrutiny. 

Self- Employment Programme 
for Urban Poor 

2.103 ~ u h n ~ ,  1986-87, Government of 
India introduced's new poverty alleviation 
programme for urban poor with effect 
from September 1986. The scheme 
envisages provision of self-employment 
opportunities to urban poor and covers all 
citiesltowns with a population exceeding 
10,000 (1981 census) and which are not 
covered under IRDP. One beneficiary for 
every 300 population is to  be assisted 
under the scheme and the programme is 
implemented through select branches of 
public sector banks. Persons whose total 
family income is not more than Rs.600 per 
month are eligible for assistance and 
assistance not exceeding Rs.5,000 per 
family is available to the selected 
beneficiaries. According to provisional 
data available, 3.21 lakh beneficiaries 
were sanctioned loans aggregating Rs. 109 
crores upto March 1987. 

Advances to Minority Communities 

2.104 Banks were advised in July 1986 to  
take certain steps to ensure adequate ' 

credit flow to certain identified minority 
communities viz. Muslims, Christians, 
Sikhs, Neo Budhists and Zoroastrians. 
The steps indicated are: the setting up of a 
separate ceI1 for the purpose, periodical 
reviews of progress and adequate 
pubiiciiy for the programme in the 40 
identified districts, 
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Integrated Rural Development 
Programme 

2.105 Under the integrated rural 
development programme the Seventh Plan 
envisages a target of assisting 20 million 
families (including about 10 million of the 
Sixth Plan beneficiaries with supplemental 
assistance). A target of 3.5 million families 
was envisaged during 1986-87. Of this, 
2.04 million were already assisted under 
the programme and 1.46 million were the 
new beneficiaries. Against this, during the 
year (~~ril-  arch) 3.74 million families 
were assisted of which 1.68 million families 
belonged to SCIST. Steps are being taken 
to improve the coverage of women 
beneficiaries who formed only 15 per cent 
of the total. The term credit made 
available during 1986-87 aggregated 
Rs.998 crores. Data regarding progress in 
financing under IRDP are given below. 

April-March 

Item 1984-85 1985-86 1986-87 

Total expenditure 472.20 441.10 604.37 
including state share 
(Rs.crores) 
Termcreditdisbursed 857.48 730.15 997.78 
(Rs.crores) 
No. of families assisted 39.82 30.61 37.41 
(lakhs) 

' No. of SUST families 17.38 13.23 16.82 
assisted (lakhs) 

SourcerMinistry of Agriculture, Government of India. 

2.106 Mention was made in last year's 
Report about a study group set up by the 
Reserve Bank in November 1985 to 
examine the existing position and make 



recommendations for streamlining the 
arrangements for flow of credit and supply 
of inputs and assets to IRDP beneficiaries. 
It was observed that the new system of 
cash disbursement recommended in the 
interim Report had not been uniformly 
successful in all blocks. Location of the 
block, the active involvement of the 
implementing agencies and the level of 
awareness of the beneficiaries have a vital 
role to play in the proper utilisation of 
IRDP assistance in cash. The disadvantage 
of the system arose out of the difficulty of 
ensuring that the entire amount was 
utilised by the borrower in .acquiring assets 
only. The scheme, however, eliminated 
middlemen, giving borrowers the freedom 
to choose the asset items. The Committee 
submitted its final Report in September 
1986 which is under the consideration of 
the Bank. 

2.107 The system of quarterly targets 
under IRDP introduced in the previous 
year continued during 1986-87. Banks 
were advised to disburse 15 per cent of the 
target loans in the first quarter, 20 per cent 
in second quarter, 35 per cent in third 
quarter and the balance 30 per cent in the 
last quarter. 

Lead Bank Scheme 

2.108 Pending finalisation of guidelines 
for the fourth round of district credit plans 
the lead banks were advised in October 
1986 to prepare Annual Action Plans for 
1987 broadly on the basis of earlier 
guidelines. Accordingly, the lead banks 
prepared and launched the AAPs for 1987 
for implementation in all the districts of 
the country. As against the aggregate 
target of Rs.6,369.59 crores under the 
annual action plans drawn up for 1985, the 
achievement was Rs.7,544.84 crores. The 
performance of the lead banks in most of 
the Statedunion Territories during 1985, 
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exceeded the targets prescribed under the 
plans. For 1986, an aggregate target of 
Rs.8,380.82 crores has been prescribed. 

2.109 Consequent on the creation of new 
districts either by carving out from some of 
the existing districts or by abolition of old 
districts by some of the State governments, 
the lead responsibility for the newly 
formed districts was entrusted to various 
public sector banks. As at the end of 
December 1986, the Lead Bank Scheme 
covered 438 districts in the country. 

Housing Finance 

2.110 The quantum of housing finance 
earmarked to be provided by the banking 
system in 1986, remained unchanged at 
Rs.150 crores including Rs.10 crores in 
favour of Housing Development Finance 
Corporation (HDFC). In addition, banks 
were advised to prov'ide further funds to 
the extent of Rs.10 crores to HDFC. 
Within the overall allocation of Rs.150 
crores, banks were  allowed to extend term 
loans totalling Rs.5 crores to earthquake 
victims in ~ i m a c h a l  Pradesh and Rs.10 
crores for flood victims in ~ n d h r a  
Pradesh. In addition to the finance 
provided to State-level agencies and 
Housing and Urban Development 
Corporation (HUDCO) in the form of 
subscription to their guaranteed bonds and 
debentures, banks were allowed to  extend 
under consortium arrangements indirect 
term loan assistance of Rs.53.48 crores to 
the State-level agencies and Rs.50 crores 
to HUDCO, to enable it to meet a part of 
the cost of construction of housing projects 
for SCsISTs and economically weaker 
sections in different States. The total 
housing finance disbursed by commercial 
banks during 1986 was Rs.186.21 crores. 



High Level Group on ~at ional  
Hoking Bank 
2.111 In June 1986 the Government of 
India set up a high level group under the 
Chairmanship of a Deputy Governor of 
the Reserve Bank to examine the proposal 
for establishing a National Housing Bank 
and to look into the manner in which funds 
could be allocated for housing including 
identification of measures needed therefor 
and creation of housing finance 
institutions. The Group recommended 
creation of a network of specialised 
housing finance institutions with a 
National Housing Bank to be set up at the 
apex level with an initial share capital of 
Rs. 100 crores to be fully contributed by 
the Reserve Bank. The primary 
responsibility of the National Housing 
Bank, which is being set up as a statutory 
corporation, will be to promote and 
develop specialised housing finance 
institutions at  regional and local levels 
which will mobilise additional savings and 
provide finance for housing construction. 
It will also formulate policies relating to 
mobilisation of resources and extension of 
credit for housing, regulate the working of 
housing finance institutions, co-ordinate 
their activities as also those of other 
agencies in the housing field and extend 
financial support to housing finance 
intermediaries. The legislative framework 
for the establishment of the National 
Housing Bank is being finalised. 

Leasing Finance 

2.112 As referred to in last year's 
Report, commercial banks can, with prior 
approval of the Reserve Bank, set up a 
subsidiary with not less than 51 per cent of 
shareholding for transacting equipment 
leasing business or  make portfolio 
investment in shares of other leasing 
companies within specified limits. 
However, the aggregate investment of a 
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&~m**%*mmiv~~  bank in equiiment leasing business, by 
way of subsidiary andlor portfolio 
investment, is restricted to a maximum of 
10 per cent of its paid-up capital and 
reserves. During 1986-87 the Reserve 
Bank approved three such proposals, two 
of public sector banks and one of a private 
sector bank jointly with two other such 
banks to set up subsidiaries for 
undertaking the business of equipment 
leasing, merchant banking,etc. 

Export Finance 

Export. Credit (Interest Subsidy) 
Scheme I968 

2.113 The rate at which interest subsidy 
is payable to banks under the Export 
Credit (Interest Subsidy) Scheme, 1968 
was enhanced from 1.5 to 3.0 per cent with 
effect from August 1, 1986. Under the 
scheme the Reserve .Bank disbursed 
interest subsidy to commercial banks and 
eligible co-operative banks on the export 
credit extended by them to the exporters. 
The general subsidy so provided during 
1986-87 (July-June) amounted to 
Rs, 27,62 crores. The Bank also disbursed 
at stipulated rates special subsidy in 
respect of certain special lines of credit 
extended to Bangladesh for its imports 
from India. The special subsidy so 
disbursed to Exim Ba'nk and the 
concerned nationalised banks totalled 
Rs. 49 lakhs during the year. 

Duty Drawback Credit Scheme - 1976 

2.114 For the period November 1986 to 
October 1987, 21 banks were sanctioned 
limits aggregating Rs. 16.15 crores to 
enable them, to avail of interest-free 
refinance admissible under the scheme. 
During the year ended June 1987, 
refinance to the extent of Rs. 11.40 crores 
was availed of by' banks. The outstanding 
as on June 30, 1987 was Rs. 1.50 crores. 
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Interest Rate on Export Credit 

2.115 The rates of interest on export 
credit at both the pre-shipment and post- 
shipment stages were reduced by 2.5 
percentage points with effect from August 
1, 1986 as under: 

(per cent per annum) 

Pre-shipment credit 

i) Upto 180 days 9.5 
ii) Beyond 180'days and upto 11.5 

270 days (with prior approval 
of RBI) 

iii) Against cash incentives, etc. 9.5 * 

covered by ECGC guarantee 
(upto 90 days) 

Policy Measures Relating to Export Credit 

Post-shipment credit - 

2.116 Scheduled commercial banks were 
advised that effective from December 1986 
in the case of advances against demand 
bills, if the bills are realised before the 
expiry of the "normal transit period" 
(NTP) interest at concessional rate should 
be charged from the date of advance till 
the date of realisation of such bills i.e. the 
date on which the proceeds get credited to  
the banks' nostro accounts abroad. Where 
interest for the entire NTP has been 

i) Demand bills for transit period 
(as specified by FEDAI) 

ii) Usance bills - upto 180 days 
iii) Cash incentives, duty drawback 

etc. receivable from 
Government covered by ECGC 

guarantee (upto 90 days) 
iv) Undrawn balances 

(upto 90 days) 
v) Against retention money (for 

supplies portion only) payable 
within one year from the date of 
shipment (upto 90 days) - 

)9.5 



Report o n  Trend and Progress of Banking in India : 198687 93 
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a T t t G w * ~ ~ % ~ ~ ~ ~ ~  purchaseldiscount of bills, the excess 

m-*+m*;n;it*1m4 interest collected for the period from the 

**-mam34334- 
date of realisation to the last date of the 
NTP should be refunded to the borrowers. 
The banks will be eligible for interest 
subsidy only for the actual period of 
realisation of the bills, 

2.117 Banks were also told in January 
1987 that if preshipment advances were 
not adjusted by submission of export 
documents within 180 days after the initial 
maximum period o f  180 days for which the 
advances were granted, the advances 
would cease to qualify for concessive rate 
of interest to the exporters ab-initio. In 
other words, where exports did not take 
place within 360 days from the date of the 
original advance, banks may charge 
interest not exceeding the ceiling rate on 
export credit from the very first day of the 
advance and interest subsidy already 
claimed in such cases would have to be 
refunded by banks. 

Other Developments 
Portfolio Management by Banks 

2.118 It had been observed ih,at some 
banks were accepting funds from 
depositors at rates above the stipulated 
rates by treating them as sharing of their 
advances/investment portfolios. While 
legitimate portfolio management could be 
undertaken by adhering to the guidelines 
issued on that behalf, acceptance of 
deposits at higher rates, as mentioned 
above would be violative, of RBI 
guidelines. Banks were therefore urged in 
April 1986 to avoid the infringement of 
these guidelines. 

2.11 9 Various measures for more 
effective control over the quality of the 
loan assets were introduced, e.g. 



classification of the advances according to 
the health codes, timely renewal and 
review of credit limits, effective 
proceduraVoperationa1 and monitoring 
mechanisms in respect of overdue/sticky/ 
sick advances,etc. Steps were also initiated 
to bring about improvements in the 
payments mechanism for the industrial 
and commercial sectors through the 
instrument of bill finance by progressive 
displacement of cash credit limits. This is 
expected to help improve credit discipline 
among borrowers and facilitate quicker 
payment to the suppliers in the small-scale 
sector. 

2.120 In view of the increasing number of 
bond issues by the public sector, guidelines 
were issued to banks on buy-back 
arrangements in Government and other 
approved securities. Banks should not 
enter into buy-back arrangements in 
respect of their holdings of public sector 
bonds o r  corporate shares and debentures. 
The buy-back deals should be exclusively 
confined to  Government and other 
approved securities and the re-purchase 
dates should be fixed after a minimum 
period of 30 days from the date of sale of 
the securities. The purchase/sale prices 
under the arrangement should be in 
alignment with the proximate market 
rates. No sales of Government and other 
approved securities under the 
arrangement should be effected by banks 
unless they are actually held by them on 
their own investment portfolio. On sale of 
securities; corresponding amount should 
invariably be deducted from investment 
account for the entire period of 
arrangement and interest on securities at 
coupon rate would be paid only after the 
deduction of tax. 

2.121 While inter-bank buy-back 
transactions in Government and other 
approved securities may be undertaken for 
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short periods without the stipulation of 
any minimum period, the net differential 
in sale and repurchase prices of the 
securities together with the coupon rate of 
interest on the securities was not to exceed 
the prevailing ceiling on inter-bank call- 
money rate. The other conditions would 
be the same as given in the preceding 
paragraph. 

Funds Management 

2.122 It had been observed that despite 
repeated advices, some banks continued to 
rely to a large extent on money market 
funds to maintain reserve requirements. 
The excessive and chronic reliance on 
money market funds for reserve 
requirements is imprudent and banks were 
advised to take necessary steps to improve 
their funds management without 
depending on market borrowings. 

2.123 Public Accounts Committee (1986- 
87) had suggested that there was a need for 
review of the procedure for transport of 
gold and other valuable articles sent by 
banks to ensure their safe custody during 
their 'despatch, transit and receipt at the 
destination. Banks were urged to ensure 
that movement of precious metals and 
jewellery of the value of Rs.50,000 and 
above should take place only by using 
escorted- protection from their own 
guards (or police guards). Small value 
movements may also be made through the 
insured postal services within their value 
limits. 

Investments in and Underwriting of 
Shares and Debentures 

2.124 Scheduled commercial banks were 
advised in November 1986, to  desist from 
subscribing directly to shares and 
debentures for the purpose of deployment 
of funds and to ensure that the aggregate 
of shares and debentures devolving on the 



banks as part of their underwriting 
obligations in any particular year does not 
exceed 1.5 per cent of their incremental 
deposits of the previous year. In 
administering these guidelines, an element 
of flexibility has been allowed in that any 
bank that may exceed the limit of 1.5 per 
cent may seek the approval of the Reserve 
Bank for holding such excess. While 
granting approval, the Bank would inter 
alia ensure that the increase in holdings of 
corporate shares and debentures of all 
banks taken together does not exceed the 
limit of 1.5 per cent of the incremental 
deposits of all banks. 

2.125 Banks were also advised to ensure 
that the aggregate amount of bonds of 
public sector undertakings added to their 
own investment portfolio in any fiscal year 
does not exceed at the end of each year 1.5 
per cent of its incremental deposits of the 
previous year. If however, any bank 
exceeds the limit of 1.5 per cent, it can 
seek the approval of the Reserve Bank for 
hoiding such excess, stating the reasons 
therefor. The limit was effective from the 
fiscal year 1987-88. Banks were further 
advised not to enter into buy-back 
arrangements in respect of their holdings 
of public sector bonds or  corporate shares 
and debentures. The buy-back deals 
should be exclusively confined to 
Government and other approved 
securities actually held by banks on their 
own investment portfolio. 

Lending Under Consortium Arrangements 
by Banks 

2.126 Taking into account the deviations 
noticed in adhering to the guidelines 
issued by the Reserve Bank regarding 
lending by banks under konsortium 
.arrangements, fresh instructions were 
issued by the Bank in June 1987 to 
strengthen the arrangements. They 
provide for automaticity about the choice 
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df the lead bank under multiple financing 
arrangements and envisage a pivotal role 
to be played by the lead bank. The 
instructions cover, among others, the 
maximum number of banks in a 
consortium, the need to form a consortium 
where the aggregate fund-based limits 
granted to a borrower by any single bank 
exceeds Rs.100 crores, appraisal of 
proposals by the lead bank itself or,along 
with the next major financing bank, 
seeking Reserve Bank authorisation where 
necessary, on approval by the Board of 
Directors of the lead bank without waiting 
fer sanction by the other -member banks, 
admission of a new member based on. 
majority opinion, vesting bank officials 
with larger discretionary powers in taking 
decisions and equitable sharing. of 
business, income and risk relating to non- 
fund based facilities. It was emphasised . 
that any violation of these instructions 
brought to the Bank's notice would be 
viewed seriously. Banks have also been 
advised to endeavour to move towards the 
single window approach in disbursement, 
documentation, etc. and a committee is 
being set up to frame operational 
!guidelines for effective implementation of 
the concept. 

Co-ordination Between Banks and 
State-Level Financial Institutions 

2.127 It  had come to the Reserve Bank's 
notice that in respect of financial 
assistance to industries involving co- 
ordination between commercial banks and 
state-level financial institutions (viz,State 
financial, industrial development and 
investment corporations) there had be& 
several cases of delay and inadequate 
working capital assistance being extended 
by banks to the industrial units set up with 
term loan assistance from the SFCs, 
particularly to  those in the small-scale 
sector. The Bank therefore had called a 
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meeting of the chief executives of SFCs, 
commercial banks and IDBI in February 
1986 to decide upon measures for 
strengthening and ensuring on-going co- 
ordination between commercial banks and 
SFCs. The problem areas were identified 
and banks were advised to take some 
additional measures for bringing about 
greater co-ordination between commercial 
banks and financial institutions. These 
include: (i) joint appraisal or at least 
simultaneous appraisal by SFCs and 
banks, (ii) acceptance by banks of 
appraisals made by the SFCs where joint 
appraisals could not be carried out, (iii) 
expeditious assessment by banks of 
working capital requirements and their 
commitment at an early stage to provide 
them adequate funds sufficiently in time, 
(iv) mutual understanding in regard to  
holding of first and second charges, (v) 
establishment of necessary rapport 
between the financial institutions and 
banks, and (vi) delegation of larger 
sanctioning powers to the branch levels. 

Measures to Enforce Financial Discipline 
on Defaulting Borrowers 

2.128 Banks were advised not to 
consider applications for sanction of fresh 
term finance (including deferred payment 
guarantees) for new projects, or expansion 
of existing units of companies (either 
exclusively or jointly with other banks/ 
financial institutions) which have 
persistently defaulted in payment in 
respect of term credit granted to  them 
without any justifiable reasons. Regarding 
working capital assistance, .in cases where 
banks have reasons to believe that the 
managements of the units a r e  indulging in 
malpractices, they may 'withhold fresh 
sanctions and release of funds and even 
freeze operations on the accounts or 
consider change of management wherever 
found necessary. 
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Defaults in Payment of Statutory 
Dues by Borrowers 

2.129 In view of the mounting arrears 
relating to payment o f  Provident Fund, 
Employees State Insurance and other 
statutory dues by borrowers of banks and 
failure of banks to check them, fresh 
instructions were issued to banks in 
December 1986 advising them, inter alia, 
to modify the application forms for grant/ 
renewayenhancement of credit facilities so 
as to ensure thatlhe position regarding the 
statutory dues is disclosed therein. 

Writing off of Bad Debts/Losses 

2.130 With the increase in the volume of 
business, the incidence of bad debts has 
shown an upward trend. It was therefore 
considered necessary to evolve a scheme 
of delegation of powers which is not only 
in tune with the decentralisation of 
organisational set up in banks but also 
facilitates quicker disposal of work. 
Accordingly, all public sector banks were 
advised that proposals for write-off of 
bad debts/losses or  compromises with 
debtors/borrowers involving amounts of 
write-off upto Rs.50,000 could be disposed 
of by the ChairmadManaging Director 
with suitable lower limits for other top 
executives/cornmittee of executives. Cases 
of write-offs, losses, remissions, 
compromises and settlements upto Rs. 10 
lakhs are to be  put up  t o  the management 
committee and praposals involving Rs. 10 
lakhs and above are t o  be put up t o  the  
Board. 

Notice Deposits 

2.131 As there was no uniformity among 
banks relating to minimum period of 
notice required in regard t o  'notice 
deposits', banks were advised t o  adopt a 
uniform definition viz., 'term deposit for 
specific period but  withdrawable by giving 
at least one  complete banking day's 



notice.' Banks were also told to allow 
splitting of term deposits and issuing of 
two or more receipts individually in the 
name of legal heirls, representativels, 
nominees on their request, without 
attracting penal provisions as also splitting 
of joint fixed deposit receipt in the name 
of each of .  the joint account holders 
provided the period and the aggregate 
amount of the deposit did not undergo any 
change. In respect of their non-resident 
Indian employees, banks could pay 
additional interest not exceeding 1 per 
cent and also allow concessional rate of 
interest on. advances similar to those 
allowed to domestic employees on their 
rupee deposits. 

Credit Relaxations to Borrowers in Punjab 

2.132 After a review of the situation 
prevailing in Punjab it was decided to 
extend further concessions as under: 

. i) The service charges on demand 
drafts, bankers' cheques, pay orders and 
other remittances would be reduced by 50 
per cent of the existing charges. 
ii) The period of the present concessions 

is extended upto June 30, 1988 to enable 
the banks to work out suitable phased 
repayment programmes. 
iii) The banks should review 

expeditiously all irregular accounts and 
regularise them by extending necessary 
concessions as per guidelines. 

,2.133 Standing Committees in the four 
cities af Punjab viz., Amritsar, Ludhiana, 
Jullundur and .Batala have been set up to 
act as a forum for interaction between the 
banks and representatives of. trade1 
industries regarding implementation of 
Reserve Bank guidelines. Punjab National 
BanK would be the convenor of the 
Standing Committees. 

Inspection of Banks 

2.134 During the year, annual financial 
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reviews of 22 public sector banks and 9 
local head offices of State Bank of India 
were taken uplcompleted. Financial 
inspection of 2 public sector banks, 13 
local head offices of State Bank of India, 
14 private sector banks and 8 foreign 
banks were also taken uplcompleted. 

Frauds in Banks 

2.135 During 1986-87 (July-June) 
investigations of 21 fraudslcomplaints at 
110 bank offices were carried out. These 
included investigations into the huge 
advances granted by banks to a number of 
connected companies against the shares of 
a large industrial unit. The outcome of the 
scrutinies was also brought to the notice of 
Government, wherever necessary. 

Treatment of Disputed Excise Duty 

2.136 On a review of the issue relating to 
treatment of disputed excise duty and 
other statutory liabilities in connection 
with assessment of working capital 
requirements, fresh guidelines were issued 
to  banks in June 1987 to the effect that the 
disputed excise liability shown as a 
contingent liability or by way of notes to 
the balance sheet should not be treated as 
a current liability for calculating the 
permissible bank finance unless it was 
collected or provided for in the accounts of 
the borrower. 

Committees, Working Groups, Seminars 

Committee of Direction 

2.137 During the year,the Bank received 
the report of the sub-committee on 
chemicals, dyes and'dye-stuff and also 
tyre and other rubber products which are 
bking examined. Pursuant to the 
discussions held in April 1986 with the 
representatives of certain units in the 
paper industry and a few major banks 
involved in financing it, a sub-committee ~ 



to review the norms for inventory1 
receivables relating to paper industry was 
also set up in September 1986. 

Working Group to ~ e v i e w  the Norms 
for Consortium Advances 

2.138 In accordance with the suggestion 
made by the National Finance and Credit 
Council (NFCC) in its meeting in 
December 1986, a Working Group was set 
up by the Bank in January 1987 to examine 
the existing system and formulate norms 
relating to advances made both to healthy 
and sick units by banks in consortium, with 
or without participation of financial 
institutions and to make appropriate 
recommendations with a view to speeding 
up the decision making process and 
providing timely and adequate credit to 
borrowers. Based on the first report of the 
Group, detailed instructions were issued 
to banks in June 1987 which, inter alia, 
envisage a major role to  be played by the 
lead bank and the second largest financing 
bank (or two major banks under multiple 
financing arrangement) and cover such 
issues as carrying out of viability studies 
and formulation and implementation of 
rehabilitation packages within a specified 
time frame, adherence to commitment 
given thereunder, exchange of information 
between banks and financial institutions, 
carrying out joint reviews, adoption of a 
unified stand on recall of advances, vesting 
of bank officials with larger discretionary 
powers and upgradation of skills and 
training of staff. These measures would 
ensure greater co-ordination between 
banks and financial institutions in the 
financing of sick and weak industrial units 
so that decisions on measures for thier 
rehabilitation and implementation thereof 
are expedited. 

Standing Committees on Co-ordination 
of Institutional ~ i n a n e e  

2.139 On the basis of the recomm- 
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endations of the sub-group constituted 
by the Standing Committee to suggest 
broad measures for rehabilitation 
of sugar industry referred to in last year's 
Report, banks were advised by the 
Reserve Bank in October 1986 to classify 
the sugar mills financed by them into 4 
categories, viz., viable, potentially viable, 
marginally viable and non-viable 
according to the norms. evolved. Based on 
the 'data provided by banks, detailed 
instructions for working out rehabilitation 
package and giving concession to 
potentially/marginally viable and non- 
viable sugar mills were issued to banks in 
July 1987. 

2.140 In the light of the recomm- 
endations of the Standing Committee 
for fertiliser industry, suitable guidelines 
regarding revised norms for inventory/ 
receivables were issued to banks 
in November 1986. In the,seventh meeting 
of the Standing Committee on jute 
industry held in October 1986, it was 
decided to constitute a sub-committee to 
look into the progress of implementation 
of rehabilitation packages. 

2.141 The Standing Committee for tea 
industry in its sixth meeting held in 
September 1986 discussed among others, 
issues relating to allotment to tea estates of 
land rendered surplus under the Land 
Ceiling Acts in Assam and West Bengal, 
classification. of small tea growers under 
priority sector, overdues of sick tea 
gardens and norms for financing tea 
industry. There had been complaints that 
there was no uniformity among banks in 
the application of the prescribed norms, 
resulting in adoption of divergent 
assessment methods by banks. Therefore, 
a small sub-group comprising repre - 
sentatives of RBI, commercial banks, 
the Tea Board and the tea industry 
was formed to study the problem in its 



entirety and suggest such modifications as 
may be. necessary. The sub-gyoup has 
submitted its report and the 
recommendations made therein are under 
consideration. 

Standing Committee on Export Finance 
2.142 The important decisions taken by 
the Standing Committee on export finance 
in January 1987 and the steps taken to 
implement them have been already 
covered, earlier. At the instance of the 
Government of India, the B ~ n k  held two 
separate meetings, one with export 
promotion organisationslassociations to 
listen to their grievancesloperational 
problems in February 1987 and another 
with the chairmen of a few selected banks 
in April 1987 for discussing the operational 
problems faced by exporters in their 
dealings with banks, and for deciding 
appropriate remedial measures for 
resolving them. 

Study Team on Banking Development 
in the North-Eastern Region 

2.143 Considering the general 
backwardness of the North-Eastern region 
and the need for accelerated development 
of ,the region in view of the vulnerable 
position in which it is placed, it was 
decided to undertake a study with regard 
to the steps to be taken for banking 
development in the region. Accordingly, a 
Study Team headed by an Executive 
Director of the Bank was deputed to the 
region in May 1986. The Study Team, 
during the course of its study, also met 
representatives of banks, State 
governments and other institutions and 
held discussions with them. The - 

recommendations made by the Study 
Team in the report submitted in October 
1986 broadly covered four major aspects 
viz., provision of infrastructural facilities, 
banking facilities, extension facilities and 



Kcport on 'frcnd and I'rogrcss of flanking in India : I M 4 7  105 

monitoring and follow-up of the action 
programme. 

Committee to Review the Flow of 
Institirtional Credit for Rural Sector 
2.144 Mention was made in last year's 
Report about the setting up of a 
Committee by the Reserve Bank to review 
the flow of institutional credit to the rural 
sector. At its fourth meeting held in May 
1987, the Committee considered the 
recommendations made by the Study 
Team on Banking Development in the 
North-Eastern region referred to above. 
For the rapid economic development of 
this region on the lines suggested by the 
Study Team, it was decided to set up a 
separate Task Force in each State in the 
region and the State -level bankers 
committees in these States would 
constantly review the performance under 
Action Plans. An integrated plan for 
development of at least one block would 
be drawn up on a pilot basis for each State. 
Committee on Problems in Identification 
and Rehabilitation of Sick SSI Units 

2.145 On the basis of the 
recommendations of the Committee, . 
guidelines stressing the need for adequate 
and intensive relief measures and their 
speedy application were issued to banks in 
February 1987. An illustrative list of 
working signals of incipient sickness and a 
list of reliefslconcessions that can be 
extended to sick units according to certain . 

norms were issued along with the 
guidelines. 

Standing Advisory Committee to Review 
Flow of lnstitutional Credit to SSI Sector 

2.146 The Standing Advisory Committee 
2.146 fs l l r j t3-~ im$~- jdm reviewed the flow of bank credit to SSI 
& F l k 5 l W & ~ ? y e l ~ . i i f q T 2 1 W .  . sector and also the measures taken by the 

Reserve Bank to improve co-ordination 
between banks and term-lending 
institutions which were found to be 



satisfactory. The Committee, however, 
expressed concern over the increasing 
number of SSI units falling sick and made 
the following recommendations: 

i) The State Government and 
federationslassociations concerned 
with the development of SSI may 
take up sample studies of SSI units 
to identify problemslcauses leading 
to industrial sickness and to make 
suitable arrrangements to improve 
the information system. 

ii)~ior$t%@+~d%$m ii) Measures should be taken to 
~ ~ ~ ~ ~ % 3 m 4 ~ ~  popularise the customer service 

*I 
centres to reduce delays in the flow 
of credit. 

i i i ) ~ J d m . & d s a i ~ i o r 3 ? + @ ~ @  iii) The State -level inter-institutional 
a ; r m r d % $ e * - -  committees should be made use of for 

* ; ~ i [ & h r n * l  
sorting out policy issues concerning 
flow of credit to SSI sector. 

2.147 In connection with the financing of 
SSI sector in the North-Eastern region, the 
Committee felt that the relatively. low 
credit absorption capacity of the region 
should be gradually increased by providing 
infrastructural facilities, entrepreneurial 
development, assured supply of inputs, 
upgradation of technology and adequate 
marketing support. 

Standing Co-ordination Committee for 
Training Arrangements in Banks 

2.148 For strengthening the training 
arrangements in banks with a view to  
providing adequately motivated and 
trained man-power, a Standing Co- 
ordination Committee under the 
Chairmanship of a Deputy Governor of 
the Reserve Bank was constituted in 
March 1986 to co-ordinate, monitor and 
guide the training arrangements in banks 
on an on-going basis. 
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MisceIIaneous 
Working Group on the Money Market 
2.149 The Working Group on the Money 
Market (Chairman Shri N. Vaghul) 
submitted its Report in January 1987. 
Some of the measures taken by the Bank 
in implementing the recommendations of 
the Group were referred to earlier. A few 
other decisions taken in this respect are 
mentioned below. 

For the time being, the structure of 
the call money market in terms of the 
administered interest rates and the 
participants in the market would remain 
unchanged. 

The Reserve Bank would, for the 
present, continue to control entry to the 
rediscount market for institutions on a 
case-by-case basis, though access to the 
rediscount market would be less restrictive 
than hitherto. 

A '182 Days Treasury Bill' refinance 
facility was introduced from April 1987 
under which scheduled commercial banks 
would be provided refinance by the 
Reserve Bank equivalent to 50 per cent of 
the banks' holdings of such bills. The 
interest rate of refinance under this facility 
is 10 per cent per annum. 

The Reserve Bank has, in  principle, 
decided to set up a Finance House to deal 
in short-term money market instruments 
with the primary objective of imparting 
improved liquidity to these instruments. 
The Finance House is being set up jointly 
with public sector banks and financial 
institutions. 

2.150 Bill Discount Rate: With a view to  
encouraging bill financing, for categories 
of borrowers subject to the maximum 
lending rate of 16.5 per cent, the bill 
discounting rate was fixed at a level 
equivalent to  an effective interest rate of 
15.5 per cent from April, 1,1987. 



2.15 1 Rediscount Rate: With effect from 
April 1,1987 ceiling on the rediscount rate 
was raised from 11.5 per cent to 12.5 per 
cent per annum. Although the margin 
between the bill discount rate and 
rediscount rate is thereby lowered, this 
measure is expected to attract additional 
funds into the rediscount market and also 
encourage the Life Insurance Corporation 
of India and the Unit Trust of India to 
progressively move from the call market to 
the rediscount market. 

2.1 52 Bills Rediscounting Scheme: It has 
been decided that banks may be permitted 
to rediscount genuine trade bills o f  
exchange held by them with the Export 
Credit Guarantee Corporation Ltd., and 
Industrial Development Bank of India in 
addition to scheduled commercial banks, 
Life Insurance Corporation of India, 
General Insurance Corporation and its 
subsidiaries, Industrial Credit and 
Investment Corporation of India, Unit 
Trust of India and Industrial 
Reconstruction Bank of India. 

Customer Service in Banks 

2.153 A number of steps were taken to 
improve the customer service by banks. 
Public sector banks were advised in March 
1986 to conduct a survey on the extent, 
efficacy and implementation of the 
recommendations of the Working Group 
on customer service. I t  is reported that 
banks have by and large implemented 
most of the recommendations accepted for 
implementation. Banks were also advised 
to furnish to their branches a compendium 
of all the recommendations of the Working 
Group accepted for implementation with 
suitable clari fi cations/elaborations so as 
to enable them to deal effectively with 
customers problems. 
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2.154 The specific aspects on which banks 
were  advised to take action include: 
1) immediate credit to outstation cheques 
for value not exceeding Rs.2500. 
2)payment of interest at savings bank rate 
for delay in collection of instruments 
beyond 14 days. 3) introduction of 
nomination facilities for deposit accounts. 
4) display of time norms at the bank 
branches for rendering routine services. 
5) balances in the accounts of the 
deceased customers upto Rs.25,000 to be 
paid to the successorlsurvivor without 
insisting on syccession certificates and on 
the basis of indemnity I guarantee. 
6) setting apart specific day in the month 
as customer service day for meeting the 
customers directly to 'ascertain their 
problems and 7) visits to rural branches by 
the executives at regular intervals. 

Security Arrangements in Commercial 
Banks 

2.15 5 There have been 110 cases of 
dacoities/robberies involving an amount of 
Rs.395.34 lakhs during 1986 as against 79 
cases involving Rs, 171.14 lakhs during 
1985. Several important decisions on 
security arrangements were taken. Banks 
were  advised to evolve 'action plans' and 
furnish quarterly reports indicating the 
progress achieved in implementing them. 
In view of the increasing number of 
dacoitiesJrobberies, it was considered 
necessary to review the security 
arrangements in banks and suggest 
measures to strengthen them. 
Accordingly, the Reserve Bank set up a 
Committee in March 1987 under the 
Chairmanship of a Deputy Governor for 
the purpose. . 

2.156 The Committee submitted its- 
Report in May 1987. As per one of its 
recommendations it has been decided to 
set up a security planning cell in the 



Reserve Bank to look into all aspects of 
security in banks, including currency 
chests. The cell will be expected to provide 
guidelines and directions on all matters 
relating to security arrangements in banks. 
It is also proposed to appoint a steering 
committee on security at each state capital 
shortly with the Manager of RBI local 
office as its convener; other 
recommendations of the Report are under 
consideration. 

arfbmw asm*w/3q$k4ivm Mechanisa tion/Compu terisa tion in 

2.157 1987 $ &f 3 d & $ $ 3  
Commercial Banks 

Jmjt 1,oso s n ~ ~ 4 ~ ~ ~ 3 7 5 0  q-rn 2.157 As at the end of June 1987 the 

% $ 1  d 1987 3 % 3 public sector banks had installed about 
2,750 advanced ledger posting machines at  

wfHhmf4y$km~wdim$3~ over 1,050 branches. A fresh agreement 
E d + l & 3 ? d & ? t . ; f  on mechanisation/computerisation in 

banks was signed in March 1987 and it will 
lend thrust to the programme of 
mechanisationlcomputerisation in banks. 
For regional/zonal offices, over 100 mini- 
computer systems have been delivered and 
87 were operationalised. Efforts are being 
made to standardise software at industry 
level. The Reserve Bank is also in the 
process of finalising specifications and 
guidelines for computerisation at  head 
offices. 

* & ~ r m v h w ~ ~ -  Computerisation of Cheque Clearance 
2.158 Clearing of inter-city cheques in 
MICR format between Bombay, Calcutta, 

' 

Madras and New Delhi is now done using 
medium speed readerlsorter system and 
the courier service. The new system has 
resulted in the inter-city cheques being 
cleared within a week as against the . 
previous time lag of upto 4 weeks. During 
the next year, MICR cheques drawn on 
the above four centres and deposited by 
customers with banks in Ahmedabad, 

m + V h F i i % ~ ~ ~ h * l  Bangalore and Hyderabad will also be 
cleared under the above scheme. High 
speed readerlsorter machines have been 
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installed at Bombay and Madras for 
mechanised processing of local clearing 
cheques and the system has become fully 
operational. The facility will be extended 
to Calcutta and New Delhi during the next 
year. The settlement operations at 
Calcutta Clearing House has been 
computerised by introducing a mini- 
computer system in September 1986. 
Similar systems have 'already been 
operationalised at Ahmedabad, 
Bangalore, Hyderabad, Kanpur and New 
Delhi. It is proposed to computerise the 
settlement operations at the remaining six 
centres, namely, Bhubaneswar, Guwahati, 
Jaipur, Nagpur, Trivandrum and Patna 
during the next year. 

Exemption of Public Sector Banks from the 
Purview of the Income Tax Act, 1961 

2.159 In partial modification of an earlier 
notification issued in December '1985 
(referred to in the last year's Report), 
Government of India issued another 
Notification in terms of which the benefit 
of exemption from the purview of Section . 
193(IIIA) of the Income Tax Act. in 
respect of deduction of tax at source from 
the interest accruing on investments made 
by them in Government securities would 
be now available only to specified. banks 
viz. UCO Bank, United Bank of India, 
Dena Bank, New Bank of India, Punjab & 
Sind Bank, Vijaya Bank and Punjab 
National Bank. Concessions in respect of 
other public sector banks stand 
withdrawn. 

Telegraphic Transfer/Discounting Facility 

2.160 The existing telegraphic transfer1 
discounting facility available to the 
scheduled commercial banks was extended 
upto October 31, 1987. The number of 
banks which have been sanctioned 
telegraphic transferldiscounting limits 
remained at  49. (For rates under Reserve 
Bank's Remittance Facilities scheme 
please see Appendix I1 to this Chapter). 



Promotion/Use of Hindi in Banks 

2.161 According to the quarterly 
progress reports) satisfactory progress was 
made by banks in sending replies in Hindi 
to letters received in Hindi. A majority of( 
public sector banks (21 out of 28) sent 100 
per cent replies in' Hindi. However, the 
progress in correspondence done in Hindi 
was not satisfactory although some banks 
have achieved the target fixed for Region 
'A' i.e. 80 per cent of the total 
correspondence. 

2.162 In respect of issuing bilingual 
documents, 21 out of 28 public sector 
banks issuedmore than 90 per cent of their 
documents bilingually. All forms used at 
the points of contact with the public have 
been bilingualised or trilingualised 
wherever necessary. Cheques and drafts 
drawn in Hindi are accepted without any 
additional formality. Banks have printed 
their annual reports and balance sheets in 
diglot form under one cover. Some of the 
banks have appointed the 'Hindi 
Pratinidhi' in their officeslbranches to 
keep a watch on the use of Hindi. 
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APPENDIX I 
INTEREST RATE STRUCTURE EFFECTIVE FROM 

APRIL 1,1987 

m3944-l 
Category of Advances 

i*rrfagm) 
Rate of Interest 

(percent per annum) 

1 ~ 1 9 8 7 ~ ~  1 & 1 9 3 6 * ~  
Prior to April Effective April 

1,1987 1, 1987 

1. TlEm5a%~am@w 
Public Procurement and Distribution Agencies 

FCI, State Gover~mentslagencies acting as agencies of 
FCI for procurement of foodgrains (wheat, paddylrice 
and coarse foodgrains) under the full price support 
scheme of the Government of India, where the sales are 
at fixed prices through Government approved outlets. 

2 ( i ) - W q & ~ M \ $ f M l J r E m i % $ m ~  
~ w - $ ~ w i r R R i m ~ r n ~ & ~  
m m & d a * m w d  
&m%,3w%:*,wh,~1,mh,m 
%%I 
Advancesto Central and State Government agen- 
cies entrusted with procurementldistribution of 
specified essential consumer commodities for sale 
at  fixed prices through Government approved 
outlets, the commodities being pulses, edible oils, 
kerosene, salt and sugar. 15.00 



1 dh 1987*$ 1 & 198733Q, 
Prior to April Effective April 

Category of Advances 
1, 1987 1, 1987 

(ii, k+h&~~~8~$&44*%3 j+h  

Advances to Central and State Government agen- 
cies entrusted with the procurement of pulses and 
oilseeds at support prices fixed by the Central Gove- 
rnment'. 15.00 

Advances to  Central and State Government agencies 
entrusted with the procurement and distribution of 
essential consumer commodities other than those 
specified in category 2 above. 16.50 

(ii) ~ d T ~ ~ ~ ~ 8 ~ 4 J l f r m f + % ~ ~ ~ $  
d4~~filzfird~~r141%jmi~~*m 
w81 
Advances to Central and State Government agencies 
entrusted with the procurement of cash crops where 
there is an element of price support. 16.50 

Advances to Central and State Government agencies 16.50 
entrusted with procurement and distribution of fertilizers. 
pesticides and seeds. 

Advances to Central and State Government agencies entrusted Not exceeding 
with the procurement and distribution of commodities for sale on 
a commercial basis. 17.50 

- - m ~ ( ~ j r i m m l T m n t ~  .itmRm 
3 d d ~ t H y )  
Minimum Lending Rate (for commodities coming within 
the purview of selective credit control) 

LoansladvancesJcash creditloverdrafts against com- 
modities subject to selective credit control. 17.50 
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APPENDIX I(Corrrti.) 

*?aM 
Category of Advances 

7 1987 4 $ I dm i 9 8 7 * q  
Prior to April Effective April 

1 ;I987 1. 1987. 

(ii) 'ffEit&&&$dt;itfk3 
Sugar mills in respect of all stocks 

111. % 
Exports 

1 .  GlaTim$4m 
Pre-shipment Credit 

(i) 180 
Upto 180 days 

(ii) 1 8 0 & i t @ m &  270&73% 
Beyond 180 days and upto 270 days 

(iii) MmTniitRWT%M&&Ph 
d i k a d t m f ? r n  (90fi;itm) 
Against cash incentives, etc. covered by ECGC 
guarantee (upto 90 days) 

Post-shipment Credit 
(i) ~ ~ - ~ ~ ~ % ~ ( ~ M g i ; l  

Demand bills-for transit period (as specified by 
FEDAI) 

(ii) m - 1 8 0  f$i 7F5 

Usance bills-upto 180 days 
(iii) MXFT &MFTV!~-JIG!?% h - 3  

~ * h r , ~ ~ ~ ( 9 o ~ * )  
Cash incentives, duty draw-back, etc., receivable 
from Government covered by Guarantee 
of ECGC (upto 90 days) 

6) 
(minimum) 

* ~ ~ ~ ~ H * ~ ~ ~ I  
With the prior approval of the Reserve Bank. 
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M@iI%iafJa 
Category of Advances 

13&319873$ 1 h 1 9 8 7 - a -  
Prior to April Effective April 

1 .  1987 1. 1987 

(iv) flfiTTgi (90 ft;it 3T) 
Undrawn balances (upto 90 days) 9.50 

(v) ~dm*@a$dmeT%nifilT*m 

Against retention money (forsuppliesportion only) 
payable within one year from the date of shipment 
(upto 90 days) 

3. 37?P@mrn 
Deferred Credit 

Deferred Credit for period beyond one year 

4. W - T ~ @ W T ~ ,  1976 
Duty Draw-back Credit Scheme, 1976 
m ~ m e l m r 3 s i m s w * m ~ m  m m  7isnm 
Vi (90 ft;if TF6) 
Against duty draw-back as provisionally certified by Free of interest Free of interest 
the Customs Authorities (upto 90 days) 

Export credit not otherwise specified 14.00 to' 16.50 14.00 to 15.50 

Iv. @ ? ( r n ~ h ) f  
Agriculture (Direct Finance)£ 

*1w5lTmmeTm 
Short-term loans to farmers 

(*) 5,000 6. 5% 
(a) Upto Rs. 5,000 
(q) 5,000 F. 3 a#rn Jib ~o,ooo a 71if, 

(b) Over Rs. 5,000 and upto Rs. 10,000 12.50 12.50 

v i t v ~ t ~ 4 w h r n * @ m ~ / ~ h ~ @ ~ l l i m ~ . ~ & ~ t * ~ k f ; 3 ,  
r n d % m 3 F r n T r j t M ~ m t i ~ q e ~ m - s m - d r l F c i t ~ k m @ M ~ & ~ n M  
@ & 3 m v h m q ~ * J i f r n ~ ~ ~ 1 r n r 7 f i T i f i @ m ~ ~ h ~ / + ~ ~ &  
-it%m~~~~M*3~fi86m3z~;q3ijiig2.5*3iii;;r;sM~r 
In the case of indirect finance i.e., advances through PACSIFSSILAMPS. the rate to the ultimate borrowers should be 
the same as charged by co-operatives in the area and in any case not exceeding t 5  rates applicable to direct finance. 
The rate to be charged by the banks to  PACSJFSSJLAMPS should be atleast 2.5 percentage points lower than thc 
rates for the respective category. 
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m*M 
Category of Advances 

1 X%i 1 9 8 7 3 @  1 t . 1 9 8 7 3 ~  
Prior to April Effective April 

1. 1987 1 ,  1987 

(7) 10,000 6. 3 @&fi $k 25,000 a. 3% 
(c) Over Rs. 10,000 and upto Rs. 25,000 

(9) 25,000 6.3 3if&6 

(d) Over Rs. 25,000 

B. Advances to units engaged in both production and 
distribution of seeds. 14.00 14.00 

s . m % m & ) i a  
C. Advances for distribution of fertilizers 
(%) 5,000 6.5% 
(a)Upto Rs. 5,000 
(a) 5,000 6.3 4f@6 & 25,000 'f;. 3% 
(b) Over Rs. 5,000 and-upto Rs. 25,000 

(T) 25,000 'f;. 3 *@+5 , 

(c) Over Rs. 25,000 
v . q *  

Small-scale Industry 
1. 25,000 3. 7 3  % f i ? 4  %PI 

Composite loans upto Rs. 25,000 

(TI m * 
(a) Backward areas 

(a> 3FJl $3 
(b) Other areas 
2 ma$%--: 

Short-term advances,limits of: 
(%) 2 m m z l * J i i T z w ~ m  
(a) Upto and inclusive of Rs. 2 lakhs 

( a )  2 X ! T 3 d t s f ~ d K 2 5 F T E T 3 d 7 ' = 6  14.00 3 16.50 5% 14.00 3 15.50 3% 
(b) Over Rs. 2 lakhs and upto Rs. 25 lakhs 14.00 to 16.50 14.00 to 15.50 

(Ir) 25 FilV T d  3 3lf@6 

(c) Over Rs. 25 lakhs . 



dm€! 1 (d) 
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3436i43M 
Catcgoj of Advances 

13&31987*'@ 1 * 1 9 8 7 * ~  
Prior to April Effective April 

1. 1987 1, 1987 

Advances to State-level corporations for assisting arti- 
sans, village and cottage industries (for purchase and 
supply of inputs to and/or the marketing of the 
out puts of the beneficiaries). 12.50 12.50 
4. m-* 3- m/* @ % m 
w1 ( W ~ & & ~ & / W W W ~ $  
3TF$iItrn%W)Jlfim 

Advances to State-sponsored SC/ST development corpora- 
tions (for purchase and supply of inputs to and/or the 
marketing of the outputs of the beneficiaries) 12.50 12.50 

V I . ~ - T F % J T ~ ~ % ~ ~ ~ W *  
Loans to IRDP beneficiaries * 10.00 10.00 

VII. m m 
Other Categories 
1.mm-n- 

DRI advances . 4.00 4.00 
2. yzaf;i-m 

Retail trade advances 
(T) 5,000 T. l#%i & 5,000 6. 5% 3 
(a) Limits upto and inclusive of Rs. 5,000 12.50 12.50 
(W) 5,000 T. 3 t~ dT 25,000 6. W 12.50 3 15.007l3 12.50 3 15.00 
(b) Over Rs. 5,000 and upto Rs. 25,000 12.50 to 15.00 12.50 to 15.00 

(7T) 25,000 T. 3 &W 
(c)Over Rs. 25,000 

3.8m m 
Educational advances 

(TI) ornTT4.jal3m%fi*mR*m$ h q * m *  %n*im* 
(a) Indigent students for purpose of higher education Not less than Not less than 
in India. Bank Rate Bank Rate 

~ 1 f j e l f f m n d d i 3 , ~ d ~ ~ m ~ w T m r t ~  
The prescribed rates will be charged irrespectiveof whether refinance is obtained from 
NABARD or not 



JrfiTrir+M 
Category of Advanccs 

1 & 1 9 8 7 # $  l X % 3 1 9 8 7 h ~  
Prior to April Effcctivc April 

1, 1987 1, 1987 

(50 m *m m 
(b) Other educational advances 

4 .3?Wm;~ fg r i t * - *  
Priority sectors not otherwise specified 

5.3~;9744* 
All other advances . 

Interest rate on discounting of bills of exchange for categories 
of borrowers subject to the maximum rate of interest of 
16.5 per cent. 

VIII aF.3 m 
Term-Loans 

1.Fq3dm1- 
Small-scale industry units in 

(i) & 3 
Backward areas 

(ii) w H $ 
Other areas 

2. @(wqrn)s 
Agriculture (Direct Finance)$ 

( i ) m W  s.ij( @- 
Minor irrigation and land development 

(ii) 3FI * 
Other purposes 

(=N q 
(a) Small farmers 

(=> - F 
(b) Other farmers 

This rate of interest is applicable for new units set up in backward yeas. For expansion/diversification of existing 
small-scale units, the rate of 13.50 per cent should be applied. 

$ 
h ~ t * ~ ; i r ~ , ~ % ~ n r ~ * m m ~ ~ ~ ~ m ~ ~ ~ t K c r f t , w m  
i$*q ~ ~ ~ ~ ~ ~ ~ 1 . 5 ~ ~ ~ ~ ~ ~ 1  
In the case of indirect finance these rates are applicable to the loans to the ultimate borrowers where the loans are 
routed through PACSILAMPSIFSS. The rates to be charped b~ the banks to the PACSILAMPSIFSS should be loyer 

peEC?iiRTg'e~o~fi~E---- --.---. than the ~ : 1 ~ ~ 3 a ~ t h ~ l t i m a t e . h ~ z l l ~ ~ e ~ y J ~ ~ - ~  ,__--- _- . ------- 
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1 & 19873'@ 1 * 1 9 8 7 3 ~  
?Af+?f$W Prior to April Effective April 

Category of Advances 1 ,  1987 1. 1987 

Term-loans for purchase of equipment based on new 
and renewable sources of energy for agricultural 
purposes; irrespective of whether the borrower1 
farmer is "small farmer" or otherwise. 10.00 

3. ~ f w h  
Housing 

(i) %J@Kd -/WJ@Ti $ 4 5,000 0. 
T&f & 5,000 6. W 
SCs/STs upto and inclusive of Rs. 5,000 

(ii) d 4 5,000 6. T&f dk 5,000 E W 
Others upto and inclusive of Rs. 5,000 

(iii) 5,000 6. 3 3@@5 dk 50,0006. T F i  
Over Rs. 5,000 and upto Rs. 50,000 

(iv) SO,OOO 6.. 3 Nm 
Over Rs. 50,000 

4. mmilm 
Road Transport Operators 

(i) 3 & ~ f r f j  

Upto two vehicles 

(ii) 8R T WFT 
Three or more vehicles 

s.m&*m 
All other tern-loans 

Professionals and self-employed persons belonging to SC/ST 
and professional and self-employed women (term- 
loans) @ *** 13.50 

Small transport operators owning a fleet not exceeding 6 vehicles m e  within the purview of priority sector. The rate 
on short-term finance should be within the range of 14.00 to 15.50 per cent. For term loans the rates should not be 
less than the rates indicated under item VIII (4). 



* 1 (m) 
APPENDIX l ' f ~ i m c l r ! .  ) 

m*ka 
Category of ~\dvances 

1 3 & 3 1 9 8 7 ~ $  l t t l  19874- 
l'riur to Apt11 Effcoivc April 

1, l987 1, 1087 

~ ~ ~ ~ / W J @ d W d ? i $ $ ~ & ? d % $ $ % i  
*aq- 3ih-m (914Til**h)@*** 
Professionals and self-employed persons belonging to SCIST 
and professional and self-employed women (other t11an 
term-loans) @ *** 

x1.Wm h * 3i f%y?3 ihmm&l*  
Scheme for providing self-employment to educated unemployed 
youth 

~)Wf33: 
(a) Backward districts: 
(i) 25, 000 V$T T F  TJl 

Loans upto Rs. 25,000 
(ii) 25,000 T d  3 NkFi jrror 

Loans exceeding Rs. 25,000 

(w)mW : 
(b) Other districts: 

(i) 25,000 mit R WJT 
Loans upto Rs. 25,000 

(ii) 25,000 Fd 3 T$JI 
Loans exceeding Rs. 25,000t 

Loans under self-employment programme for urban poor. 

Financial assistance to  physically handicapped persons other 
than those covered under the DRI Scheme for purchase of 
artificial limbs and aids subject to maximum of Rs. 2,500 in 
each case. 

Not exceeding Not exceeding 
15.00 15.00 

b e  b*  

The expression 'professionals and self-employed persons' shall be as clarified in RBI's advice to  commercial banks set 
out in  RPCD No. PS BC. 21/C 682-83 dated February 7, 1983. 

* * * ~ & a h ; i m n m ~ a e n & ~ A H ~ w ~ m $ ~ w 4 ~ 1 x ~ x % ~ ~ & % - r i t s r i t  
m t ~ ~ ~ ~ 1 5 T m m a & ~ f ~ a t ~ i s . o o i r 1 s . s o ~ M ~ 1  
For advances to professionals and self-employed persons and snall business not specifically covered under items 1X 
and X the rate should be: term loan - 15 per cent, and short-term f iance 2 15.00 to  15.50 per cent. 

t wqhnf ~~rsoaiCfaq3s.ooo*sPm..4.1~a(f84&$1@~4~m~~~$qqmliiPh1 
Loans upto Rs. 35,000 are allowed under the scheme for industrial ventures. The entire loan amount will carry the 
enhanced rate in such cases. 

* : * ~ & m m , w . R h .  
Source: Department of Banking Operations and Development, RBI. 
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f b = t ~ ~ ~ ~ * * J i i P m m m ; ~ ~ & m m ~ ~  
RA'ES FOR TELEGRAPHIC TRANSFERS, BANK DWWI''S AND MAIL TRANSFERS UNDER THE 

RESERVE BANK'S REMI'IT'ANCE FACILITIES SCHEME 

* ~ 3 i Y * ~  

BANKING INSTITUTIONS 

Banking institutions may remit funds by telegraphic transfers, mail transfers or drafts through offices of the Bank and agencies 
as detailed below: , 

w m q  uE&t ws-l m 
m m  wiiiq4m * 
Whether at par Limits on amounts Frequency of Remarks 
or at premium remittances 

(J1) wiwr* 
(A) SCHEDULED BANKS 

1. mifhmfFFX4d v= 
M a *  
Between accounts at At par 
RBI offices 

(a) From an agency 
office to an 
account main- 
tained with RBI 

(~)f&Ff**tid 
mTm?t+mm 
d m 4  . 

(b) From any account 
with RBI to an 
agency office 

Other remittances to its 
account with RBI from 
an agency office 

m= 

At par 

At  par. 

At  premium 2 P%; 
minimumRe. 1 

50,000 6. d; a d$Twld' 
1 o,ooo F. 3i yYd 3 
In multiples of Rs. 10,000. No limit 
subject to a minimum 
of Rs. 50,000 

2 5 , W 6 . %  wU'?iIX$ q@a*M,m~, 
5,0006. aRW 3 V m k d V m d 4  

**dh4q&i%, 
f+qwl3+3*4itd* 
tWth$Jal 

In multiples of Rs. 5,000, Four times Remittances are 
subject to  a &mum a week permitted to  each of the 
of Rs.25,000 scheduled bank offices, 

branches, sub-offices or 
pay offices, subject to the 
conditions specified in the 
preceding columns. 

Fifteen times 
a week 

No limit No limit - 
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m m m  rn$ w4 EVJh 
riffiFmsr Tbiq.if rn * 
Whether at  par Limits on amounts Frequency of Remarks 
or a t  premium remittances . 

Other remittances 
favouring- 

(%) W t ~ r  3RV4 5,000 6. F6 
s~?W@I&~S~ 3M%-l 6.: 

TTmXam 5,000 s. 3 3lfwi 
2 M % w  1 . 5 0 ~  

(a) Themselves or a Upto Rs. 5,000-3 P %; 
commercial o r  co- minimum Re. 1. 
operative bank or  a Over Rs. 5,000-2 P %; 1 NO Limit 

cooperative society minimum Rs. 1.50 

(a) J T ; ~  qlffqj 5,WO 6. F5 
6 * % ~  1 6.' 

5,m F. .a * 
3 B a  % q W 3  6. 

(b) Other parties Upto Rs. 5,000-6 P % 9 
minimum Re. 1 * NO Limit 
Over Rs. 5.000-3 P%: 
minimum Rs. 3 2 

(jn) *-* 
(B) NON-SCHEDULED 

BANKS 
1. Mhtrn;f -= 

dw4it* 
Between accounts at At  par 
RBI offices 

From a n  agency A t  par 
office t o  a n  account 
maintained with the 
RBI 

No Limit 

No Limit 

20,0006.& -% 3Itk =%%** 
s,m T. & )i 3 
In  multiples of Rs. 5,000, No limit 
subject to a minimum of 
Rs. 20,000 

In multiples of Rs. 5,000, Four times Remittances are 
subject t o  a minimum of a week permitted to each of the 
Rs. 10,000 non-scheduled bank 

offices, branches, sub- 
offices or pay offices, 
subject to the conditions 
specified in the preceding 
columns. 
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rPrqpr'-==f' &Fir& wrt4 m 
sflfbmrn Ttrts*rftcn * 
Whcthcr at par Limits on amounts Frequency of Remarks 
or at premium remittances 

(ii)Md 4~ 4i mtl Tea 
f$;tftwhTtf%;TR* 

w m  
vJsfRs4 
From nn account At par 
with thc RBI to nn 
ngcncy afficc 

3. hfMm 4i ser il W 
a3mftrlrrJ: 
Other remittances 
favouring : 

(a) themselves 

dfftmsm 

At premium 

In multiples of Rs. 5,000, Fifteen times 
subject to a minimum of a week - 
Rs. 10,000. 

Upto Rs. 5,000-3 P%; 
minimum Re. 1 : - 
Over Rs. 5,000-2 P%; 
minimum Rs. 1.50 

(b) third parties At premium Upto Rs. 5,000-6 P%; 
minimum Re. I* I - 
Over Rs. 5,000-3 P%; 
minimum Rs. 3 

(3J mwmft* 
(C) STATE CO-OPERATIVE BANKS 

Between accounts at At par In multiples of Rs.10,000, No limit Remittances are also 
RBI offices subject to a minimum of allowed between 

Rs. 50,000 accounts of any two state 
ca-operative banks 

:- 



Whether at par Limits on amounts Frequency of Hcnt.~rhs 
or at premium ~ C ~ I I I I ; I ~ C C S  

2. (i)fS;Fitmw$m4 
From an agency 
office : 

(a) to an account 
maintained 
with RBI 1 

(b) t o  the head 

of the state 
co-op. bank 
maintained 
with an 
agency office 

In multiplesol Rs. 5.000, Four timcs Ccntral and industrial co. 
subject to a minimum a weck opcrativc hanks arc 
of Rs.25.000 trcatcd ;IS hr;lnchcs of 

state co-operative banks 
to which they arc 
affiliated lor thc purpose 
of thcsc facilities 

From an account At par 
with RBI t o  
an agency office 

2s,ooo a. rt; W-3 ~ ~ i t g ; t n ~ ~ ~  
wt* a m  fiPm3mitmrond4wm 
S,OOO 6. ifi 3 a ~ m ~ l ~ a g u r ~  

m 8 , 7 f %  m=?~aiim;mrw 
?315if$UI 

In multiples of Rs. 5,000, Fifteen times A state co-operative bank 
subject to a minimum of  a week can make only IS 
Rs. 25,000 remittances in all in a 

week to any of its 
branches at upcountry 
centres and not 15 
remittances to each of its 
 ranches 
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** m=q M a  m 
Jitftmsm mq4.ritsr * 
Whether at par Limits on amounts Frequency of Remarks 
or at premium remittances. 

3. fS;Tit&ft.nsfFmt Jiffimsm 2M% *** - 
*wmd** =ym 1 s. 
mrrd&frtM* 
d m h  
Other remittances to At premium 2 P%; No limit - 
an account which it minimum Re. 1 
maintains with the 
RBI from an agency 
office 

4. emfafh-* t; fr tw 
*~1;4vfth: 
Other remittances 
favouring : 

(a) Themselves. (i) Central and industrial 
co-op. banks 
affiliated to a state 
co-op. bank are 
treated as branches of 
the latter 

At premium Upto Rs. 5,000-3 P%; No limit 
minimum Re. 0.25 
Over Rs.5,000 2 P%, 
minimum Rs. 1.50 

(ii) Remittances will be 
issued to a state co- 
op. bank or society in 
its own favour on any 
centre at the instance 
of the state co-op. 
bank irrespective of 
whether it  has an 
office at that centre 
or not 
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I W F m q  m t  awif* m 
mrn *i;4s4* w 
Whether at par Limits on anlounts Frequency of Remarks 

9' or at premium remittances 

(a) 3@3 g l f f c l j  dffirssm 

(b) Third parties At premium Upto Rs. 5,000-6 P%; . No limit 
minimiim Re. 0.25 
Over Rs. 5,000-3 P%; 
minimum Rs. 3 

* : a m k h v 1 2 4 .  % jw 0.156. 

Drafts for small amounts at 1 2  P.% ; minimum Re. 0.25 

Note : 'Week'means the period commencing from a Saturday and ending with the succeeding Friday. 

(ii)hd~aBoT~~~*4$~dI~M&~mrrsrr:oith$1 
'Where remittances are sent by telegraphic transfer,telegram charges are payable in addition to the exchange charges. 

(iiif3mh'W %-w& 'cit M x & ~ I  
Other Remittanceitan also be made t o  o r  from treasury agencies. 

(iv)fI ~ ~ m h , 4 e & i &  '$ t & i d % ~ ~ ~ ~ ~ ~ i ~ ~ % , ~ R ~ ' ~ ' ~  MI 
State co-operative banks, which are scheduled banks, will be able to  avail themselves of remittance facilities only under 
Scheme C and not under Scheme A. 

c v , 3 ~ h ~ r i t ~ 5 a ( 4 )  * 3 q m ~ ~ m & a m j l $ ~ M  7m&W*~9*11 
, Cooperative bankdsocieties which are not affiliated t o  any state co-operative bank are also entitled to remittance facilities 

as  in item (4) above. 

* : d & h h - , ~ & & ~ ~ % h ~ * , 1 9 7 5 + ~  

Source : Department of  Government and Bank Accounts, RBI and Booklet on Reserve Bank of India Remittance Facilities 
Scheme, 1975. 



CHAPTER 3 
CO-OPERATIVE BANKING 

Overview 

During .1985-86 (July-June) , the latest 
period for which data are available,'total 
deposits in the co-operative banking sector 
(state, central and primary levels together) 
increased from Rs. 11,067 crores to 
Rs.12,828 crores. The growth rate was, 
however, lower at 15.9 per cent as 
compared with 17.2 per cent in 1984-85. 
The lower growth rate was noticed in 
respect of institutions .at all the three 
levels, particularly in respect of primary 
agricultural credit societies. 

3.2 During 1986-87 (July-June) the 
ceilings for grant of loans to the State 
Governments for contribution to the share 
capital of co-operative institutions (other 
than primary co-operative banks, which 
were made ineligible for such assistance 
from the financial year 1986-87) out of the 
National Rural Credit (Long-Term 
Operations) Fund were revised upwards. 
The NABARD sanctioned a separate line 
of credit for providing refinance for the 
national oilseeds development programme 
and also took a major policy initiative in 
providing refinance facilities to the state 
and district level credit institutions for 
non-farm activities, to bring them on par 
with the commercial banks and regional 
rural banks. It also stepped up the level of 
refinance for non-farm activities to 100 per 
cent of bank loans from the existing level 
of 90 per cent. With a view to  improving 
the operational efficiency of the weak 
primary units of land development banks, 
!he NABARD initiated a 10-point Action 
Programme for rehabilitation of weak land 
development banks whose overdues 
exceeded 60 per cent of the demand as on 
June 30, 1985. 
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Progress of Credit Co-operatives 
3.3 The performance of co- operative 
credit institutions during the years 1983-84 
to 1985-86 is indicated in Table 3.1. 
Deposits with 29 state co-operative banks 
(SCBs) .rose by Rs.419 crores or by 14.1 
per cent to Rs.3,385 crores at end-June 
1986, as compared with 16.0 per cent 
during 1984-85. Total amount of loans 
issued by the SCBs during 1985-86 at 
Rs.5,516 crores showed an appreciable 
increase of Rs.1,099 crores or 24.9 per 
cent in contrast to a marginal decline of 0.6 
per cent in the preceding year. The 
proportion of overdues to loans 
outstanding at the end of June 1986 at 7.6 
per cent was lower by 0.2 percentage point 
than that a year ago. The proportion of 
overdues to demand declined by 1.3 
percentage points to 9.2 per cent over the 
same periodi 

3.4 During 1985-86, (July-June) two more 
central co-operative banks (CCBs) were 
established, raising the total number to 
352. Deposits with CCBs increased by 14.1 
per cent to Rs.4,932 crores as compared 
with growth rate of 14.8 per cent recorded 
during 1984-85. The total amount of loans 
issued by CCBs at Rs.7,333 crores showed 
a rise of 13.2 per cent as compared with 
that of 26.7 per cent in the preceding year. 
The percentage of overdues to loans 
outstanding and demand increased over 
the year from 28.8 per cent and 36.9 per 
cent respectively to 31.2 per cent and 
37.8 per cent. 

3.5 The number of PACS increased from 
91,749 as at the end of June 1985 to 92,430 
by end-June 1986, their membership rising 
from 692 lakhs to 721 lakhs. Their deposits 
increased by Rs.48 crores over the same 
period to Rs.572 crores showing a rise of 
9.2 per cent, as compared with that of 12.9 
per cent in the previous year. Loans 



Wd3.1:~m3fTW&%Pl~dtTmfafr@?f~~ 
TABLE 3.1 : PROGRESS OF CO-OPERATIVE CREDIT MOVEMENT IN INDIA 

(& d 8)  (Amount in Rs.crores) 

~ w r n w n  rp: && (&-TI 
Typc of Institution ltcm Co-operative year (July-June) 

(4;) m.rma;rit* Tkm 
(a) Stittc Co-opcrittivc B:lnks Number 

Mqia Mtmi 
Owned Funds 
m i  
Deposits 
f@*ditWrFitm 
Borrowings from RBllNABARD 
3-4 3: 
Of which for: 
m 4 q J T r j h ; l  
Short-term agricultural purposes 

m g j i t  
Working capital 
3lttfS;;trFitm 
Loans issued 
m m  
Loans outstanding 
m m  
Loans overdue 

rn8f%wtWtwa;r% 
'YO of ovcrducs t o  : 
(i) m m 

Loans outstanding 
(ii) qirl 

Demand 

(W w2m8-h 'tiwr 
(b) Centrd Co-operative Banks Number 

mfw Mmi 
Owned funds 
mr&mi 
Deposits 
~ ~ ~ m w i t m ~ m  
Borrowings from RBIINABARDlApex banks -* 
Working capital 7.155 7,926 8,663 
;nitWTaj~ior 
Loans issued 5,110 6.476 7,333 
-m 
Loans outstanding 4.707 5.075 5,444 
m m  
Loans overdue 1,567 1.463 " 1.696 
v f 3 M 8 ~ a ; r x  
a/U of overdues to: 
'(i)  m m  

Loans outstanding 
(ii) qirl 

Demand 

(M) (Contd.) . 
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~ 3 . ~ : m i [ - a s ; l i t m ~ ~ ~ ~ ~ ( m )  
TABLE 3.1 : PROGRESS OF CO-OPERATIVE CREDIT MOVEMENT IN INDIA (Cone14 

(am mb$vdf?) (Amount in Rs.crores) 

mam a 
Type of Institution Iteni 

Fnsarftd (*-PI 
Co-operative year (July-June) 

1983-84 1984.85 f 1985.86 f 

(T)  m m  q7 fiFsrm &i ml 
(c) Statelcentral Land Number 19 19 19 

Development Banks FmpMPTi 
Owned funds 378 428 473 
-m 

Debentures outstanding .. 
-Hjit 

Working capital 3,145 3,360 3,532 

jnitfasI*m+ 
Loans issued + 439 461 533 
- m @ +  
Loans outstanding @ + 2,236 2,386 2,625 

Jmtsm @ 
Loans overdue @ 283 268 323 
w * l - m ? # m w %  
% of overdues to : 
(i) m 7 i v l  

Loans outstanding 12.7 11:2 12.3 
(ii) gir[ 

Demand 44.0 42.8 45 .O 

(9) n r 9 - l f h T ~ r n ~  iresm 
(d) Primary Agricultural + Number (000's) 92 92 92 

Credit Societies (ma*) 
Membership (000's) 66,669 69,182 72,118 
*f?fssi 
Owned funds 957 1,035 1,128 
wllufwi 
Deposits 464 524 572 
3'47 
Borrowings 
&fS;4dwm 
Total loans issued 2,499 ' 2,693 3,140 
?F-=' 
Total loans outstanding 3,498 3,981 4,324 

?F-3i0l 
Total loans overdue 1,575 1,630 1,807 
~ ~ ~ i i i l . %  
% of overdues to : 
6) -=' 

Loans outstanding 45.0 40.9 41.8 
(ii) 9i? 

Demand 42.9 42.1 44.1 

(3) w e  WTa h m 
(el Primary Co-operative Number 1,310 1.33 1 1,346 

Banks* *f.rfrmi 
Owned funds. 429 51 1 612 

mmf$Ffi 
Deposits 2,659 3,255 3,939 

m 
Borrowings 185 210 214 

'm3inl 
Loans outstanding 2,103 2,524 3,046 

f &&7 Provisiohal. +*  : Not available. + ~ F I  Long-term loans. 

@ tmjl 3 Includes interest overdue. * % Include Salary Earnen' Societies. 

6ki : V d  j.hC 9TC?ffp wki Source : NABARD and RBI. 



aggregating Rs.3,140 crores were 
disbursed by PACS during 1985-86 
showing an appreciable increase of 16.6 
per cent as against 7.8 per cent in 1984-85. 
However, recovery performance of PACS 
continued to remain a matter of concern. 
Their overdues increased from Rs.1,630 
crores as at the end of June 1985 to 
Rs.1,807 crores and formed 41.8 per cent 
of the total loans outstanding at endJune 1 

1986. The percentage of overdues t o  
demand also increased from 42.1 per cent 
to 44.1 per cent over the same period. 

3.6 During 1985-86, 15 primary- co- 
operative banks (PCBs) were established, 
raising the total number of PCBs to 1,346 
as at the end of June 1986. The deposits 
mobilised by them rose by Rs.684 crores 
or by 21.0 per cent to Rs.3,939 crores 
during the year. ended June 1986; the 
increase was 22.4 per cent during 1984-85. 
The total amount of loans outstanding of 
the PCBs increased by 20.7 per cent over. 
the year to Rs.3,046 crores which was 
marginally higher than the increase of 20.0 
per cent in the preceeding year. 

3.7 The schedules of interest rates charged 
by the co-operative credit institutions 
at all the three levels in respect of 
short-term and medium-term agricultural 
loans are given in Tables 3.2 and 3.3. The 
structure of interest rates has remained 
unchanged since 1983. 

Operations of NABARD 

Resources of NA BARD 

3.8 The financial resources of the 
NABARD were augmented during 1986- 
87 mainly by borrowing from Government 
of India, contributions from the Reserve 
Bank and market borrowings through 
issue of bonds. The limit under the 
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TABLE 3.2 : RATES OF INTEREST CHARGED A T  VARIOUS LEVELS O F  CO-OPERATIVE STRUCTURE 

( r n ~ @ 3 i o l )  
(Short-term agricuitud loans) 

(m m) (Per cent per annum) 

States/Union Territories Apex Banks Central Co-operative Primary Agricultural 
Banks Credit Societies 

3TmFFfe 
Arunachal Pradebh 
wiw & 
Andhra Pradesh 
m 
Assarn 
m 
Bihar 

m 
Gujarat 
F6mJn 
Haryana 
tml=matm 
Himachal Pradesh 

-?*- 
Jammu and Kashmir 
& 
Karnataka 
3mi 
Kerala 
sts* 
Madhya Pradesh 
rn 
Maharashtra 

s 
Manipur 
ha-4 
Meghblaya 
mltk 
Nagaland * 
Orissa 
mF4 
Punjab 7.30 9.00 11.50 

T13Rpm 

Rajasthan 7.75 9.00/10.50 11.50/14.00 

m 
Tamil Nadu 7.66 9.00110.00 11.50/12.50 

m?J 
Tripura 9.75 @ 12.50 

3 i R 1 7 h s  
Uttar Pradesh 7.25 8.7519.75 11.50112.50/14.00 

(M) (Contd.) 



m T n i t 3 . 2 : d f $ ; Q l f l ' % m d m a M m 3  
TABLE 3.2 : RA'IES OF INTEREST CHARGED Al' VARIOUS LEVELS OFCO-OPERATIVE STRUCTURE ~C'oncld.) 

~src;?nft$Qrn) 
(Short-term agricultural loans) 

(gkm? arfk6;) (Per cent per annuml 

m m *  rnh ~~~ rn**w- 
States/Unron Terr~tories Apex Banks Central Co-operatnc Prlmary Agr~cultural 

Bank\ Credit Soc~eties 

l4fmm 
West Bengal 7.75 Y.75/10.00 11.00/11.50/12.50 
4mi7&l%bmm 
Andaman and Nicobar Islands 9.50/10.50/12.00 @ 11.50/12.50/14.00 * 
Chandignrh 10.50/12.50 @ 11.50/14.00 

m 
Delhi 9.50/12.00 @ 11.50/12.50/14.00 

.irzn, m&* 
Goa, Daman and Diu 9.00 @ 11.00 
s w  
Pondicherry 9.25/9.50/9.75 @ 11.25/12.00/12.50 

@ if %fj ;Fa'$! There are no CCBs in these areas. 

f2Wi : ~ w B ~ s q ~ l - c 7 ~ ~ f ' , d ~ q = l - ~ ~ ~ 1 ~ ; m & & t ~ i 9 1 d 1 ~ s 3 3 d 3 ~ ~ 3 ~ ~ d m B ~ ~ 1  
Note : Where more than one interest rate is indicated, they are on the basis of the size of loans. The rates, which were last revised on  

various dates in the States in 1983 have remained unchanged since then. 

*:d 
Source : NABARD. 
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~ 3 . 3 : W h % f 3 % T i r i i r n F i t ~ m $  
TABLE3.3 : RATESOF INI'EKESTCHARGEDAY VARlOUS LEVELSOFCO-OPERATIVE STRUCTURE 

(-*m) 
(hledium-term upricultural loans) 

(m *) (Per cent per annurn) 

StatesIUnion Territories Apex Banks Central Co-operative Primary Agricultural 
Banks Credit Societies 

3maa* 
Arunachal Prudehh Y .25/ 10.50 @ 10.25112.50 
aiw Y?V 
Andhr;~ Pr;~dc>h 7.50 Y.Oo/Y.50 10.251 12.50 
3mq 

Assam 9.001 10.50 @ 10.25112.50 rn 
. Bihar 7.5018.50 8.50/9.00/9.50 10.251 12.50 

v m  

Gujarat 7.00 , 8.00 10.00 
ZfJmJn 
Haryana 7.2517.50 8.2519.50 10.25112.50. 

~~ 
Hirnachal Pradcsh .. 10.50 13.00 

Ty3iiTm 
Jammu and Kashmir 7.5011.70 8.45/8.70/10.00 10.25112.50 
wfm; 
Karnataka 7..W/7.75 8.75110.00 10.25112.50 * 

, Kerala 7.5017.75 8.2519 -50 10.25112.50 
s=l I&l 
Madhya Pridesh 7.50 8.2519.50 10.25/12.50 

'mR 
Maharafhtra 7.2.5 Y.OU 12.00 

=fw 
Manipur 8.50110.50 @ 10.25122.50 

3m.m 
Meghalaya 8.7511 1.00 @ 10:25/12.50 

d 
Nagaland 9.50/9.25/ 11.00 @ 10.25112.50 * 
Orissa 7.0018.50 8.251 10.50 10.00/ 12.50 

Punjab 7.30 9.00 11.50 ' 

7m-m 
Rajasthan 7.25 8.251 10.00 10.25112.50 - 
Tamil Nadu . .  7.2517.66 8.251 10.00 10.251 12.50 

fjqo 
Tripura 9.0019.25 @ 10.50/11..W 

rm* 
Uttar Pradcsh 7.20 8.751 10.00 10.25/12.50 



m 3 . 3 : m m a t m * a i f r n d = m +  (TTWT) 
TABLE 3.3 : RATES OF INTERESTCHARGED AT VARIOUS LEVELS OF CO-OPERATI VE STRUCTURE (Concld.) 

(-*m) 
(Medium-term agricultural loans) 

*) (Per* cent per annum) 

Statedunion Territories Apex Banks Central Co-operative Primary Agricultural 
Banks Credit Societies 

v f j m s m  
West Bengal 7.75 Y.75/10.00 
Jizsn3ihmifmrqa 
Andaman and Nicobar I s h d s  8.2.5110.50 @ - 
Chandigarh 9.2511 1.50 @ 
rn 
Delhi @ 
*,m&* 

Goa, Daman and Diu 11 .W @ 
t7ik-a 
Pondicherry Y.oo/Y.50 @ 

@ : w M ~ * m d % ; r f f i t l  :3FyFml 
There are no CCBsin these areas. Not available. 

Ed t  : * ~ * * s s l a - c 7 ~ ~ f ' , i t 9 f j m 9 ~ 4 ~ ~ % 3 d d t m t ~ d ,  amm-mW3W81d1983 
* ' i p z i r * m * ; f m M # & m 8 1  

Note : Where more than one interest rate is indicated, they are for different purposes, except in West Bengal where they are on the basis 
of the size of loam. The rates, which were last revised on various dates in the States in 1983 have remained unchanged since then. 

-iih:md 
Source : NABARD. 



Report onTrendand Progrcss of Banking in India : 198647 137 

1934 * W 17(43) % &*rnSm7ior General Line of Credit sanctioned under 
% 3h"kThdd%&Fi l1,3005?k Section 17(4E) of the RBI Act, 1934 for 

*+- 1 , 4 O O ~ ~ ~ f @ l T r l g ~ l  financing the NABARD's short-term 

1986-87 % ihR =IRE! X R l ~  ?i\ lending operations was raised during the 
year from Rs.1,300 crores to Rs.1,400 

~ ~ ~ ~ ~ 8 8 7 & & f % ~ :  crores. The aggregate net resources 
mobilised by the NABARD during 1986- 
87 amounted to Rs.887 crores as indicated 
below: 

-m@d* (?@a* 
RESOURCES (NET) MOBILISED BY THE NABARD * 

(YYl4-v) (* m3) 
(Jul y-June) (Rs. crores) 

mw 
Resources 1985-86 1986-87 

smfw Et-Wi 3 f h  wfQ$m 
Reserves and Surplus 
* m m  (-A) H~B 
NRC (LTO) Fund 
* m m  ( f M w T )  MY 
NRC (Stabilisation) Fund - 
Deposits 
*&m - 
Bonds and Debentures 
Srnam+m*m 
Borrowings from Government of India 
m w % 3 m 4 3 ~  
Borrowings from RBI 
mm 
Other Liabilities * 
Total 
-- - 
** 314% I Data are provisional 

3.9 During 1986-87, the Reserve Bank 
contributed Rs.350 crores to NRC (LTO) 
Fund and Rs.10 crores to NRC 
(Stabilisation) Fund and the NABARD 
contributed Rs.250 crores and Rs.10 
crores respectively, to these funds. The net 
borrowings from the Reserve Bank during 
the year amounted to Rs.89 crores as 
against Rs.99 crores during 1985-86. Net 
borrowings from the Government of India 
during 1986-87 amounted to Rs. 106 crores 
as against a net outgo of Rs.6 crores by 
way of repayments during 1985-86. 



The NABARD'S Assistance for Agriculture 
and other Allied Activities 

mmfi3m Short-term Credit 

3.10 During 1986-87, short-term credit 
limits aggregating Rs.1,425 crores were 
sanctioned by the'NABARD for financing 
seasonal agricultural operations as against 
Rs.1,309 crores in the previous year. The 
sanctions during the year include Rs.41 
crores under the National Oilseeds 
Development Project (NODP). The 
drawals against these limits were Rs. 1,756 
crores as compared with Rs. 1,698 crores in 
1985-86. Total repayments were Rs. 1,647 
crores as against Rs.1,594 crores in the 
previous year. The outstandings against 
these limits stood at Rs.660 crores at the 
end of June 1987. The details of financial 
accommodation provided by the 
NABARD for agriculture and other 
activities such as marketing of crops, 
distribution of fertilisers, are given in 
Table 3.4. 

Vpmafbirrm Medium-term Credit 

3.11 During the calendar year 1986, cre- 
dit limits for medium-term agricultural 
purposes sanctioned to SCBs and drawals 
made by them amounted to Rs. 22 crores 
and Rs. 14 crores as against Rs. 24 crores 
and Rs. 13 crores, respectively, in the pre- 
ceding year. The amount outstanding at 
end-December 1986 was Rs, 34 crores. 
Credit limits sanctioned to the SCBs on 
behalf of CCBs and drawals made by them 
during the year are shown in Table 3.4. 

Con version Loans 

3-12 During 1986-87 SCBs/CCBs were 
sanctioned credit limit of Rs-192 crores to 
enable them to convert short-term agricul tu- 
ral loans (including rephasing and resche- 
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m 3 . 4  : ~ V J ~ ~ ~ $ ~ ~ ~ H ~ ~ ~ @ ~ ? @ J T  (1985-86 &1986-87) 
TABLE 3.4 : THE NABARD'S CREDIT TO CO-OPERATlVES AND STATE GOVERNMENTS (1985-86 and 1986-87) 

(ifibS &) (Rs. Crores) 

1985-86 1986-87 
md mRFiai T$c8 m yvil wmr -4 Rmit @ ,-; 

H-, Term-wise/Purpose-wise fkir%pr da io r  d -  Ird\ d m  ma 
1987 a F i a n k  m'm *of4rsfm m m  ofirlst 
m iiaM 
Section of the Period for Limits Dra- Re- Out- Limits Dra- Re- Out- 
NABARD Act, which Sanc- wals pay- stan- Sanc- wals pay- stan- 
1981 h i t s  are tioned rnents dings tioned rnents . dings 

Sanctioned. 

I3mmfQ 
Short-term 

rftflrit *--inzE 
(h~.ir3!1Rmmnrn1 
Seasonal agricultural operations 
(at 3% below Bank Rate) 
WirqJitddttRd 
of which for NODP 

a f 6 k m + w  
3 7 ; 9 ~ v ~  
(h R m) 
Marketing of crops other than 
cotton and kapas (at Bank Rate) 
4+mgim*m 
~f &m=film 

(h n m) 
Marketing of cotton & kapas 
including monopoly procurement 
of cotton (at Bank Rate) 
*4*&3;liiil 
m ($dFin*l&mI 

R T) 
Purchase and distribution of 
fertilisers (at 1% above Bank 
Rate) 
~m3i91iirvm 
*f;.rslln ( % R * ~ M  
!d%?mwrarn) 
Production and marketing of 
handloom products (at 2% 9 
below Bank Rate) 
m*JhiqSC;h?fm 
fgia* ( k ~ 3 2 ~  
m m n m ) f  
Finanangof other cottage and 
small-scale industries (at 2% % 
below Bank Rate) f 

"?Fif-.? 
July-June 

July- June 

July-Junc 

5tT4-a- 

rn 
January- 
December 

37ba-d 

April-March 

*-d 

April-March 

21 (I)(iv)RI(4) Wil 4 &JZ dl7 3TkT-d 
(* a T) 

21(1)(iv)121(4) Purchase and sale of yam April-March 
(at Bank Rate) 

21 (i)(iii)fft(3) f%R8 T d  m (h R ~ f l f  -y 
(")*3(") $ts.FAVTilJlftmiqm) 
2(l)(iii)21(3) Agaimt pledge of sugar (at 5% July-June 30 5 5 - - - - - 
(a) & 3 (b) aboveBank Rate). 

(snit) IContd.) 



m 3 . 4  : ~ W % ~ ~ ~ $ & W ~ ~ @ I ~ W J ~  (1985-86 &1986-87) (?VF?f) 
TABLE 3.4 ; THE.NABARD7S CREDIT TO CO-OPERATIVES AND STATE'GOVERNMENTS(~~~S-86 and 1986-87)(~oncld) 

(mas d) (Rs. crores) 

1 2 3 4 5 6 7 8 9 10 11 

21 (l)(iii)/2i Wmf~VtWf3inhi f  @-T 
(2)(i) i l j g ~ ~ d i J m r ~  

@it;&*- 
~ q i f - m a '  
fiiijitm (kn) 

21(l)(iii)/21 Against pledgeof securities July-June 2 1 - 2 1 
(2)(i) earmarked under Agricultural 

Credit Stabilisation Fund for 
meeting SCB share in MT 
conversion loans (Bank Rate). 

11. WimRJ 
Mebium-term 

@*&m 
( h ~ ; T 3 3 a m m a z m ~ m )  
Agricultural purposes (at 3% - 
below Bank Rate). 
m3-@RMm*/ 
~ ~ i f . ~ m m  
(h 
Purchm of shares in co-operative 
processing societies/sugar 
factories (Bank Rate) 

WwmiMifm 
~ m s t ; s l z r f s ~ *  
~~~~ 
m F f X * f i v R T n m a  
J i ) T ~ ~ m  
-**# 
( k ~ * 3 * i i a ~ m )  

&- 
Ism 
January- 24 13 16 35 22 14 15 34 
December 
4- 
Ism 

January- 1 1 1 - 1 - - - 
December 

22 Conversion of ST loans into MT July'June 117 88 66 142 192 120 94 168 
loans in scarcity affected areas 
including rephasing and 
rescheduling (at 3% below Bank 
Rate). 

111. m 
27 Long-term 

m s r a j a r  ?m4 * k  **-& 
ifJmm;r.dimmm+. 
f $ d W l ( 6 T @ R K i i s n f B i i i ~  

ZT * i t )  

27 Loans to State Governments for April-March 6 7 15 10 1 14 12 18 95 
contribution to share capital 
of co-operative credit institu- 
tions (at 6% per annum) 

F a r m  
Total Credit 1,820 23i8 2,205 1,025 2,010 2,614 2,552 1,087 

- : w%f 3mcnTlWt Nil o r  Negligible 

L : d a r s t ; i s ; ~ m ~ & 9 1 r 4 4 t ) m - m f f l r f f a l ~ d t t ~ ~ ~ ~ 6 1  
Includes financing of individual mfal artisans throu& PACS. 

& : dr Source : NABARD, 
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duling of loans) granted ta farmers into 
medium-term loans due to the occurrence 
of widespread crop failure following 
drought, floods or other natural calami- 
ties. The drawals against these limits dur- 
ing the year amounted to Rs. 120 crores 
and the amount outstanding at the end of 
June 1987 stood at Rs. 168 crores. 

Long-term Credit 

3.13 During the financial year 1986-87 
long-term credit limits amounting to 
Rs. 14 crores were sanctioned to State 
Governments for contribution to the share 
capital of co-operative credit institutions 
as against Rs. 6 crores sanctioned during 
1985-86. The drawals against these limits 
during the year stood at Rs. 12 crores as 
compared to about Rs. 7 crores in 1985- 
86. The amount outstanding against these 
loans declined to Rs. 95 crores by the end 
of March 1087 from Rs. 101 crores a year 
ago. 

Progress of Externally Aided Projects 

3.14 The NABARD is at present associ- 
ated with the implementation of 42 pro- 
jects with external aid. The number of pro- 
jects assisted by the World Bank group 
was 39, two by International Fund for 
Agricultural Development and .one by 
Kreditanstalt f u r  Wiederaufbau of Federal 
Republic of Germany. The total credit. to 
be routed through NABARD for the pro- 
jects sanctioned by the World Bank group 
and other international aid agencies in- 
cluding bilateral assistance aggregated 
US $2,622 million as on June 30, 1987, as 
against US $ 2,53 1 million a .  year ago. Of 
the 42 projects mentioned above, 34 were 
completed by the end of June 1987. Apart 
from NABARD Credit Project I, the pro- 
jects now under implementation include 2 



~ ~ i l z q w ~ a p n s w  multi-State projects and 5 State-specific 

~ S f i * i v n f s a % ~  projects. 

Security Norms for Advances in respect of 
Approved Agricultural Purposes 

3.15 In order to bring the lending norms 
being followed by co-operatives on par 
with those in vogue in commercial banks, 
it was decided to modify with immediate 
effect, the security norms in respect of 
advances made by co-operatives covering 
medium-term loans for agricultural pur- 
poses and all term loans made under spe- 
cial programmes, more particularly IRDP. 
The modified instructions issued by the 
NABARD would ensure uniformity in the 
lending norms being followed by commer- 
cial banks, RRBs and co-operatives. 

Short-term Credit 
Limits for Seasonal Agricultural 
Operations 
3.16 It was decided to sanction short- . 

term credit limits to CCBs which are weak 
and are under rehabilitation to enable 
them to finance seasonal agricultural op- 
erations and marketing of crops even if 
their overdues exceeded 60 per cent but 
were not more than 65 per cent of the total 
demand, provided a time-bound rehabi- 
litation programme had been drawn up 
and was under implementation to the satis- 
faction of the NABARD. 

.. . 

T-M Pilot Project Districts 

3.17 A 15-point Programme for the de- 
velo~ment of 30 PACS and all LAMPS in 

' ~ w * % ~ % M w  IS@ 15 silected pilot project districts was laun- 
* ? J F f b % 7 ~ & p i t f i o F s ~ ~ ~  ched and it was decided to sanction as a 

~*w fmkTSem one-time measure short-term credit limits 

M + * e m a m ~ - m  for seasonal agricultural operations to 
CCBs functioning in these districts, even if 

~ ~ r $ r ~ ~ d 8 3 & b m + l  their overdues exceeded 60 per cent but 
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r n . * ~ ~ , r n a 3 ~ f ~ q ~ ~ ~ m  were not more than 65 per cent of the de- 

*W$I  mand. 

~ r i a i f m u E r n @ * ~ m ~ ~ J i h  Minimum Znvolvemerrt of Resources of 

m m # % ~ i t M B M r n ~ *  SCBs and CCBs in Agricultural Lending 

m m  3.18 Following the acceptance of the re- 
3.18 @ T @ ' 6 l W l # f f ~ & ~ i h &  commendations of the Study Group on 
~ W & ~ & ~ ~ - a i m ~ % ~  norms for involvement of resources by 

state and central co-operative banks in 
. z f ~ ~ ~ ~ ~ ~ d % h  agricultural lending, it was decided that 
~fd4dbw~MfB;srmh- thk involvement of SCBs and CCBs in 
5*d3M~n~d&scih;r%m medium-term (conversion) loans should 
s- (rn)wJ33si tmma also be reckoned for the purpose of com- 

J i h m ~ W ~ ~ i r m % * l  
plying with the minimum involvement sti- 
pulation. 

~ W $ ~ ~ o r f t i : ~ ~ ~  Working Capital Requirements of Societies 
= m M W & f M ~  for Procurement of Janata Cloth 

3.19 Under the new textile policy 
announced by the Government of India in 
June 1985 targets for production of 'janata 
cloth' for each State were allotted. As the 
scheme is intended mainly to. benefit the 
weaker sections of the society, it was de- 
cided that the apedregional weavers' co- 
operative societies may be allowed to show 
as cover for their borrowing the subsidy 
claims in respect of procurement of 'janata 
cloth' subject to certain terms and condi- 
tions. 

3.20 X F ? W F f i k i ? % ~ ~ 8 ~ r n ? %  3.20 SCBs were permitted to retain a . 

$ * % & % w ~ & M ~  margin of 2 per cent instead of 1.5 per cent 

~ 1 d & m , d i r ; 3 ~ 4 1 0  on their advances to the apexlregional 

~ d % ~ ~ n b ; m r ~ . s ~ %  
weavers' societies for trading in yarn, over 
the NABARD's refinance rate of 10 per 

w ~ ~ w T % w & ~ I & & ~  cent per annum by suitably raising the ulti- 
~ % F I ~ W W V P ~ ~ B ~ ~ W ~ ~ ~ & ~ I  inate lending rate. 

?%phmemrficriljm National Oilseeds Development Project 

3.21 The drawals by SCBs on behalf of 
CCBs for financing cultivation of oilseeds 

w m h I ~ 4 ~ 4 & 3 ~ ~ ~  in areas covered under NODPwere per- 



mitted subject to the availability of nonL 
overdue cover (NODC) in respect of the 
NODP loans. In view of the difficulties ex- 
pressed by the banks in reporting separate 
NODC it was decided that such of the 
CCBs which were not in a position to fur- 
nish separate NODC position in respect of 
NODP lendings would be permitted draw- 
als on the basis of total non-overdue cover 
subject to the condition that total drawals 
under the separate NODP credit limits 
sanctioned for financing cultivation of 
oilseeds would not exceed the total dis- 
bursements made for NODP during the 
year. The relaxation will be subject to a 
review at the end of 1987-88. 

Medium-term Credit 

3.22 The recommendations of the Work- 
ing Group set up by the Government of 
India for evolving a scientific method for 
conversion of short-term production-loans 
into medium-term loans have been accept- 
ed by theNABARDThe requests received 
from SCBs for conversion of short-term 
loans into medium-term loans on account 
of damage to crops due to natural calarni- 
ties representing current demand would 
be entertained by the NABARD if it is 
satisfied that all the recommendations of 
the Working Group were accepted by the 
concerned State Governments and the 
annewari is declared on the basis of thc 
modified system recommended by thc 
Group. 

Long-term Credit 

3.23 With a view to enabling the co- 
operative credit institutions having adequ- 
ate borrowing power to achieve the lend- 
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ing tarpcts, the ceilings for grant of loans 
to the State Governments for contribution 
to the share capital of co-operative institu- 
tions out of the N R C  (LTO) Fund were 
revised upwards as indicated below: 

(Rs. lakhs). 

Co-operative Credit Existing Revised 
Institutions ceiling ceiling 

Central co-operative 
banks 
Primary agricultural 
credit societies 
Farmers' service 
societies* 
Large sized multi- 
purpose societies 
(covering population 
upto 10.000) 
Large sized multi- 
purpose societies 
(covering a whole block) 
Small sized agricultural 
credit societies in tribal . 
areas other than LAMPS 
StatelCentraYprimary 
land development banks 

* Sanction of additional loans upto Rs. 50.000 t o  
FSS will depend upon their credit and non-credit 
business. 
@ No ~e i l ing f ixed~and  loans for contribution will 
be on merit of each case. 

I n  order to encourage financing of rural 
artisan members of PACS, an additional 
share capital contribution to the extent of 
5 per cent of the increase in the loans 
issued to such members during the pre- 
vious year would be  granted within the 
overall ceiling. 

3.24 The NABARD in consultation with 
the RBI, decided to discontinue sanction- 
ing of loans t o  State Governments out  of 
the NRC (LTO) Fund for contributing t o  
the share capital of PCBs from the finan- 
cial year 1986-87. The quantum of token 



contribution of Rs. 1 lakh to be made by 
the State Governments, to the share capit- 
al of good working DCCBs has since been 
raised to Rs. 5 lakhs with a view to provid- 
ing an incentive to such banks for im- 
plementing the programme of integrated 
rural development. Similarly, State Gov- 
ernments are permitted to make, from the 
financial year 1987-88, a token contribu- 
tion of Rs. 5 lakhs to the share capital of 
good working PLDBsIbranches of SLDBs 
with a view to providing incentive to them. 
Further, PLDBs functioning in notified 
tribal areas would also be considered eligi- 
ble for share capital contribution, pro- 
vided that the proportion of their overdues 
to demand does not exceed 35 per cent. 
PACS which satisfy the prescribed criteria 
would be eligible for share capital con- 
tribution of Rs. 25,000 instead of 
Rs. 15,000 and those undertaking, in addi- 
tion to agricultural credit, activities like 
issue of consumption loans, non-credit 
business, financing of rural artisans, crafts- 
men, etc., would be eligible for contriby- 
tion upto Rs. 50,000 instead of ks .  25,000 
depending upon the business turnover 
within the overall ceiling of Rs. 1 lakh. 

T m @ h &  State Land Development Banks 

Lending Programme and Resotlrces 
of SLDBs 

3.25 The total lending programme of 
SLDBs far the year 1986-87 (April-March) 
was fixed at Rs. 593 crores as compared 
with Rs. 566 crores for 1985-86. The re- 
sources for the programme were mainly to 
be raised by floatation of special develop- 
ment debentures (Rs. 500 crores), sub- 
scribed by NABARD, Central and State 
Governments and issue of ordinary deben- 
tures (Rs. 92 crores). The support availed 
of from the institutional investors under 
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the ordinary debentures programme for 
the years 1985-86 and 1986-87 together 
with targets for 1987-88 is indicated in 
Table 3.5. 

Long-term Loans for Purclrase of'Sltures itc 
Co-operative Sugar Factories 

3.26 Taking into account the substantial in-  
crease in the block capital cost o f  sugar 
factories and the difficulties faced by them 
in raising adequate equity from cane- 
grower members, the existing ceilings on 
issue of such loans b y  LDBs have been en- 
hanced by the NABARD,with effect from 
March 20, 1987 as under : 

Ceiling per borrower 
Existing Revised 

i )  Developed areas Rs.2,250 Rs.3.750 

ii) Industrially less Rs.2,700 Rs.3.500 
developed/ 
backward areas 

Rehabilitation Programme of S L D  Bs 

3.27 Besides the implementation of 
rehabilitation programme in respect of 
weak SLDBs in Bihar, Gujarat, Karnataka, 
Madhya Pradesh, Maharashtra and Tamil 
Nadu, four more SLDBs identified by the 
World Bank as weak in Jammu and 
Kashmir, .Rajasthan, Tripura and West 
Bengal were taken up for rehabilitation on 
a time-bound programme during 1986-87. 
The implementation of the 0 & M study 
recommendations in respect of the 
remaining 9 SLDBs viz., Andhra Pradesh, 
Assam, Havana,  Himachal Pradesh, 
Kerala, Orissa, Pondicherry, Punjab and 
Uftar Pradesh was also in progress during 
the year. 

Action Programme for Strengthening 
L D B Structure 

3.28 With a view to improving the financial 



m v i l a . s : m @ ~ % % i k m  
TABLE 3.5 : RESOURCES OF SLDBs 

(T& ?d> (Rsxrores) 

(-ei) (3W) 
(Achievements) (Target ) 

n 
Item 1985-86 1986-87 1987-88 

rn * m w :  
Lending Programme/Resources 

a ) W m h m  
a)  Special development debentures 
w3-cirniarmen 
b)  Internal resources 
71) m m (w8) 
c )  Ordinary debentures (Target) 

( I )  if*mmiTsnitf+$~f&bq 
1 J Out of (c)  actual t1o:rtiitions 

Subscription for ordinary debentures from Central / 
State Governments. 10 8 

ii, * 3?4I rn 
LIC 35 - 

i i i )  'W.?k & & 
SBI group 15 15 

iv )  qf+q-& 
Commercial banks 10 10 

v , e f ; & / s m ; a & d m  
Mutual support/sclFhelp 1Y 21 

F @ ! $ ~ B + B + T  (11 
Total amount raisedta C h t CI 12 560 5523. 

da : & Source : b ~ A t ~ \ f l L )  



3.33 &Em) gja .r 3 Jiri) aprr 
@ &?f.% f&h 1985-86 & ir;ssr: 21.0 Y'hRI?  

1.8 &!?KT 7W 12.4 9m9T-d 'if 1986-87 8 
3WV: 21.4 h, 2.0 3If?KEi 14.0 3ifVRf 

a.r;?1~)9e47pnsf&M&jrmm: 
21.5 m 7 e ~ l  14.7 m ' i f - s m s ~ :  20.3 

~ ~ ~ 1 3 . 7 ~ T i $ ~  I ~ @ J $  

way of composite loans upto Rs. 30,000 
each. 

Refinance Assistance from NABARD 

Schematic Lending 

3.31 During 1986-87, the NABARD 
sanctioned 10,099 schemes involving 
refinance commitments of Rs. 1,483 crores 
as against 7,964 schemes with refinance 
commitments of Rs. 1,464 crores during 
the preceding year. Disbursements during 
the year amounted to Rs. 1,334 crores as 
against Rs. 1,192 crores during 1985-86. As 
at the end of June 1987, the cumulative 
number of schemes sanctioned by the 
NABARD stood at 52,620 with commit- 
ments at -Rs. 10,749 crores and the disbur- 
sements at Rs. 7,953 crores (Table 3.6). 

3.32 Minor irrigation continued to be the 
single largest item, both in regard to the 
number of schemes sanctioned and 
commitments made. During 1986-87, the 
NABARD sanctioned 3,045 schemes for, 
minor irrigation involving commitments of 
Rs. 483 crores and 7,054 schemes for 
diversified purposes (i.e., other than minor 
irrigation) involving commitments of 
Rs. 1,000 crores. Agency-wise, the shares 
of commercial banks (including RRBs), 
SLDBs and SCBs in the NABARD's total 
disbursements stood at Rs. 836 crores 
(63 per cent), Rs. 433 crores (32 per cent) 
and Rs. 65 crores (5 per cent), 
respectively, during 1986-87 (Table 3.7). 

3.33 Region-wise, the shares of Northern, 
North-Eastem and Eastern regions in total 
disbursements rose from 21.0 per cent, 1.8 
per cent and 12.4 per cent, in 1985-86 to 
21.4 per cent, 2.0 per cent and 14.0per cent, 
respectively ,in 1986-87. The shares of the 
CentraI and Western regions, however, 
declined from 21.5 per cent and 14.7 per 
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~ 3 . 6 ~ ~ ; h m ~ . ? ~ T i $ F R i l ~ ~ ~ & ~ 7 l f %  
TABLE3.6 : PURPOSE-WISE SANCTIONS AND DISBURSEMENTS OF REFINANCE DY NABARD 

M-97 
(.I ulyJ  unc (uf9ldrSw3it) 

(Amount in Rs.crorcs) 

30v1987 4rnfiplfd @ 
Cumulative position as on 

1985-86 1986-87 June 30. 1987 @ 

W h i  

Purpose No.of Commit- Disburse- No.of Commit- Disburse- No.of Commit-. Disburse- 
Schemes ments ments Schemes ments ments Schemes ments ments' 

Sancti- Sancti- Sancti- 
oned oned oned 

w fkinf 
Minor Irrigation 2,589 517 385 3,045 483 460 18,960 4.633 3,384 

PTfrmmm 
Land Development/CAD 148 29 27 244 52 26 1.864 41 1 246 

9- 
Farm Mechanisation 1,325 205 200 1,483 15 1 192 8,867 1,520 1.429 

m& 
Plantation/Horticulture 698 99 63 798 110 68 5,012 770 36 1 

qrif m/* isrqm ¶%I 
PoultrylSheep breeding1 Piggery 631 46 26 727 55 32 3,685 , 239 150 

mm 
Fisheries 

~~ 
Dairy Development 

mm 
StorageIMarket Yards 237 31 19 114 36 . 26 1.817 267 , 210 

rn 
Others 1,587 458 430 2,634 474 464 6,520 2,362 1.880 

?F 
Total 7,964 1,464 1,192 10,099 1,483 1,334 52,620 10,749 7,953 

* : ?VF& I&* &$X I Excludes short-term finance.. 

@ : TFl'd firpm 3 a * 81 Cumulative position includes adjustments. 

?h : & . Source : NABARD. 
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m, %Fd 3 7 f % ? 3 ~  3 0 ~ )  1985 $ld viability and operational efficiency of the 
~ir lk ~ O Y ~ ~ R J T I  3 &W $. 'mfrpm?~pn weak r i m  units in LDBs \\hose 

overdues exceeded 0 per cent o f  the 
demand as on June30, 1985 the NABAKD 
prepared a 10-point Action Programme for 
their rehabilitation. Out of the 1784 sucl~ 
units in the country as on June 30, 1985. 
539 PLDBsIbranches of SLDBs in 16 States 
were, prima facie, eligible for being covered 
under the rehabilitation programme as 
their overdues exceeded 60 per cent of the 
demand. Of these, 219 units were reported 
to be either incurring losses continuously 
for the past 5 years or were not considered 
capable of attainingviability within a period 
of next 3-5 years. These units were, 
therefore, not taken up for rehabilitation. 
Since the number of PLDBsIbranches of 
SLDBs to be rehabilitated was large in 
some States, it was decided in the interest of 
effective implementation, to take up about 
200 units in 14 States for rehabilitation 
during 1986-87. 

3.29 The PLDBs/branches of SLDBs 
considered non-viable will have to be either 
amalgamated or liquidated or the 
concerned State Governments will have to 
take full responsibility of nursing them. 
Comprehensive rehabilitation programmes 
have been formulated by 11 States viz., 
Gujarat, Himachal Pradesh, Karnataka, 
Madhya Pradesh, Maharashtra, Qrissa, 
Rajasthan, Tamil Nadu, Tripura, Uttar 
Pradesh and West Bengal. 

m - 3 T F ; m  whtf, w, F;tilchml . 

%fMaen**k-$m Refinance Assistance to SLDBs for 
Financing Individupl Artisans, Craftsmen 

T m @ ~ % d ~ - b ~ d  and Small Entrepreneurs 

3.30 JPl'f%% @ * * ~-~ . 3.30 In addition to  the NABARD's 
m t I T t d $ ~ ~ ~ d % ~  refinance facility to SLDBs for extending 

J F v @ m m ~ $ d d ~ @ ~ $  financial assistance to the individual artisan 

XTFil, m - s T F m  m, M -dfj1 30,000 
members of PACS, such facilities werc 

& R & ~ s T ~ % * ~ ~ ~ ~ *  
extended to  SLDBs for directly financing 
individual artisans, craftsmen, handi- 

ti?TUFl@~%dd;tdd@~ craftsmen and small entrepreneurs by 



7 m o a 3 . ; l : d w @ n i n a m 1 ~ ~ & ~ ~  
TABLE 3.7 : AGENCY-WISE SANCTIONS AND DISBURSEMENTS OF REFINANCE BY NABARD 

(&-a) 
(July-June) (m && mTif 9) (Amount in Rs. crores) 

* 
Agency 

d m  
hmjf+?&~* b?h?mw'$ d $ ! d k 3  3 0 ~ 1 9 8 7 d f ; t f & f ? l ~  
Numhcr of Financial NABARD's Disbursements Cumulative position as on 
Schemes* Assistance Comrni~ments by NABARD June 30, 1987 f 

1985- 1986- 1985- 1986- 1985- 1986- 1985- 1986- f.r.im 
86 87 86 87 86 87 86 87 rn 

No. of Finan- 
sche- cial 
mes assist- 

ance by 
agen- 

cies 

7i.m- $pl 

rn m 
m@ 

NAB- Dish- 
ARD's ursem- 

com- ents by 
rnit- NAB- 

rnents ARD@ 

2. **% @@ 
ScheduledCommercial Banks @@ 5,763 7,368 1,220 1,158 926 894 819 836 37.034 8,124 6.276 4.671 

3.mmmf1h 
State Co-operative Banks 201 304 51 81 43 69 36 65 1,161 417 362 261 

!F 
Total I 7,964 10,099 1,814 1,812 1,464 1,483 1,192 1,334 52,620 13,189 10,749 7,953 

@ S'tTRfq fBil d;t &$T7 Excludes short-term finance. @@@~W%Jlh?llha% 
Including RRBs 

* : WiIfJl m* * Md Excludes IRDp 

f l%=d @-8i 4 FiFh7 3 Cumulative position includesadjustments. 

sin : md Source : NABARD. 
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28.6 * '?I i%l Tsr (m 3.8) 1 cent to 20.3 per cent and 13.7 per cent, 
respectively. The sharc of the Southern 
region remained unchiingcd at 28.6 percent 
(Table 3.8). 

I 

3.33 The NABARD continued to pursue 
the policy of development and promotion 
of agricultural investments in the less 
developed and/or under-banked States. 
The disbursements in these States stood at 
Rs. 563 crores during 1986-87 and formed 
42.2 per cent of the total disbursements at 
all-India level as against Rs. 502 crores 
(42.1 per cent) during the corresponding 
period of the previous year (Table 3.9). On 
a cumulative basis, total disbursements in 
these States upto the end of June 1987 
amounted to  Rs. 3,273 crores. 

p*d*m- 
Integrated Rural Development Programme 

3.35 1986-87 k f i  - M R%lU 

~ ~ m d 3 3 7 9 2 f j . m ~ + ~ ~  
3.35 During 1986-87 the NABARD's 
refinance assistance under IRDP amounted 

~ ~ ~ ~ l f l i 1 ~ 4 4 ~ ~  to Rs. 379 crores of which RRBs accounted 
for 44 per cent, commercial banks for 45 per 
cent and SCBs and SLDBs together for 11 
per cent. The industry, service and business 
components of the IRDP accounted for 
Rs. 197 crores of the total disbursements 
during 1986-87 (Table 3.10). 

Collection and Marketing of Minor 
Forest Produce 

3.36 With a view t o  providing necessary 
support for procurement and marketing of 
minor f ~ r e s t  produce, which is essential for 
the economic development of Adivasis and 
Scheduled Tribes, the scope of refinance 
facility for this pufpose was enlarged to 
cover all types of minor forest produce 
which are fast moving and where operations 
are  conducted on a commercial basis. Ln 
addition to  this, financial assistance for 
production activities undertaken by the 
Adivasis and Scheduled Tribes for raising 
crops on  their land as also marketing 
thereof would be eligible for refinance from 
the NABARD. 



nnoa 3 . 8 : d  i;m yf33 m zn 9mK f$mor 
TABLE 3.8 : REGION-WISE DISBURSEMENTS OF REFINANCE BY NABARD 

(*-=F) 
(July-June) 

1985-86 1986-87 
/ 

43 rn(.s;h-$~.) p T m m  fi ( * * a )  m m *  
Region Amount Percentage Amount Percentage 

(Rs. crores) to total (Rs. crores) to total 

3a-a 
Northern 

w-e 
North-Eastern 

=@ 
Eastern 

WmiT 
Central 

w 
Western 

#@a 
Southcrn 

?F 
Total 

Jiirith :*,ftFFit,*,hRj;m,Tq*-?Fik.%lF3&nrr~m 

Northern Region : Chandigarh. Delhi. Haryana. Himachal Pradesh, Jammu & Kashrnir, Punjab and Rajasthan. 

am-qgf* :-,*,*,rn.d.Q&-* 
North-Eastern Region : Assam. Manipur. Meghalaya. Mizoram. Nagaland, Tripura and Arunachal Pradesh. 

prii* : f i r f w ; s . m , 3 f n n . * ~ i 7 w J i i S r i l ; l ~ j ; ? g . ~  
Eastern Region : Sikkim, Bihar. Orissa. West Bengal and Andaman & Nicobar Islands. 

ZIWdf* :'azr*&wntm: 
Central Region : Madhya Pradesh and Uttar Pradesh. 

-b ~,m&*,m3mm*,w&q 
Western Region : Goa, Daman & Diu. Dadra 8r Nagar Haveli. Gujarat and Maharashtra. 

ditmit* : ~ u 5 k ? l , ; s ; ; 1 ~ , ~ , ~ & ~  
Southern Region : Andhra Pradesh. Karnataka, Kerala. Pondicherry andTamil Nadu. 

7%:7m2/ 
Source : NABARD. 
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*-qm-fiTiRol (&-q) 
TABLE 3.9 : DISBURSEMENTS OF REFINANCE BY NABARD TO LESS-DEVELOPED 

AND/OR UNDER-BANKED STATES (July-June)' 

(* rn) 
(Schematic Lending) 

(i+& & 3 )  (Rs. crores) 

m h v r r f i n h  
StatesIUnion Territories 

1985-86 1986-S7 

Uttar Pradesh 
qw * 
Madhya Pradesh 
m 
Bihar 
=JT?JR 
Rajasthan 

3a-m 
Orissa 

qw- 
Jammu & Kashmir 
vf$miTm 
West Bengal 
m a e n s m m - f l n ; i 4  
Assam and other North-Eastern St'ates 

msr;n* 
Hirnachal Pradesh 
m@i**q3 
Andaman & Nicobar Islands 
fhhwl 
Sikkim 

"1 w 
A )  Total 

Jn) w m  t ~ ~ )  
B) Total Disbursements (All-lndia) 

"4yr5ramma 
Percentage of A to B 

-t;m : d l  
Source : NABARD. 



? 7 R @ 3 . 1 0 : ~ ~ d W h ~ - ~ & f & ~ ~ ~  (&-TI 
TABLE 3.10 : NABARD'S REFINANCE FOR IRI>IJ (July-June) 

( Rs. crores, 

m m  1987 

Disburscmcnts *?T%+Fd 

6M C~~mt~Iativc. 
Agel~cy 1985-86 1986-87 upto the end 

ol June 1987 

7-iWpEFr-h 
SLDBs 9 10 hX 

( - )  ( - )  (-) 

=@ma% 
Co~n~nercinl Banks 214 172 846 

(71) (87) (133) 
mmFitor* 
KKBh 135 16-5 577 

(67) (99) (258) 

m m a %  
SCBs 18 32 150 

(3 (11) (21) 
3- 
Total 376 379 1,641 

(141) (197) (512) 

~ : ~ 2 1 f i i l ~ ~ ~ . w . ~ . ~ ~ ~ ~ , % f i f ; 7 m u j f ~ ~ 1  
Note : Figures in brackets indicate dishurscmcnts for ISB Component. 

*:MI 
Source : NABARD. 
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~ $ ~ & m d & 3 m h - h  Purchase of Dual Fuel E~tgirtes clnil 

T&l jihwf~ndmi;mm Installation of Bio-gas Plnt~ts 
and Duul Fuel Ettgines 

3.37 The NABARD has decided to extend 
refinance facilities to scheduled commercial 
banks, SCBs and SLDBs in respect of 
schemes for providing ( i )  loan for purchase 
of dual fuel engines to farmers who have 
already set up bio-gas plants of the required 
capacity and (ii) composite loan for setting 
up bio-gas plants of the required size and 
installation of dual fuel engine, mainly for 
minor irrigation purposes, with a view to 
conserving the conventional sources of 
energy. Refinance is also extended for 
purchase of a low pressure portable balloon 
for transporting bio-gas from the plant to 
the engine installed near the well wherever 
the bio-gas plant is away from the well. 
Refinance from NABARD will bc 
provided to the extent of 95 per cent of 
loans disbursed by SLDBs and 90 per cent 
of loans disbursed by other eligible 
institutions. The rate of interest on 
NABARD's refinance would be 6.5 per 
cent and on loans by financing banks 10 per 
cent t o  the ultimate borrower. The period 
of repayment should be limited to 9 years. 

ihT$m=m Wasteland Development 

3.38 d m d 7 ~ w ~ h % m $ &  3.38 NABARD has been providing 100 per 
- $ W a ~ % f i k ~ ~ ~ ~ & &  cent refinance for the scheme of wasteland 

development through setting up of 

rn'j*d'rnrnrnblnr*+, 
nurseries for raising fodder, fuelwood and 
timber trees. The scheme, which was 

~ 1 9 8 5 % d F I  I~%$;~€~TWTTW introduced on a pilot basis in 19 districts 
~ ~ ~ W - F T W , ~ W ~ T ~ & & $ ~ ~  during 1985, has been extended to all blocks 

mm?l throughout the country. 

3.39 d W 1986-87 $ h VZ 
3.39 NABARD's refinance will also be 
available for the Tree Patta scheme of the 

l 4 T m w c l ~ ? . i t q ~ ~ * & ~ ~  Government of Lndia formulated during 
7 T E v d P T l % h ~ & i ; m ~ @ *  1986-87. The scheme is implemented by the 



State Governments with a view to involving 
the village communities in the massive 
programme of social forestry and for 
achieving the objective of bringing 5 million 
hectares of wastelands under fuelwood and 
fodder by making it a people's programme. 
Under the scheme, although the 
pattalpermit holder does not have any 
ownership right on the lands allotted, he 
would be entitled to use products of the 
trees planted by him on such lands. The 
earmarked land should be used by him only 
for raising fuelwood; fodder and fruit trees. 
The permit holder may avail of bank loans 
for raising the trees against hypothecation 
of trees covered under the tree 
pattalpermit, by depositing the same with 
the bank. The validity of the permit will be 
continuous with the silvicultural life of the 
trees and in any case not less than the period 
of term loan which may not exceed 15 years. 
Transfer of the patta during the currency of 
the terni loan can be done only with the 
consent of the financing institution. 

Industrial Co-operatives 

Refinance for A cqukition of Powerlooms 

3.40 With a view to assisting the power- 
loom weavers and the socisties organised by 
them to  acquire their own looms so as to 
generate productive employment, the 
NABARD has extended term loan refi- 
nance facilities through co-operative banks 
to members of primary hand~born/~ow&r- 
loom weavers' societies as also to  primary ' 
powerloom weavers' societies themselves 
for acquisition of powerlooms. The max- 
imum number of looms which may be ac- 
quired by an  individual under the scheme 
will be limited to four and  the quantum of 
loan to Rs. 25,000 per loom or  the actual 
cost, whichever is less. In the case of 
societies, while the cost of investment will 
be limited to Rs. 25,000 per loom or the 
actual cost, whichever is less, there will be 
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no ceiling on number of looms. provided 
the total investment in plant and mactiincry 
does not exceed the SSI limits. 

Finance for Silk Cloth on Handlooms 

3.41 The NABARD has revised, with 
effect from   arch 13, 1987 the per loom 
scale of finance from Rs.6.000 to 
Rs. 10,000 for silkvariety of cloth produced 
o n  handlooms by newly organised societieh 
or  societies to be reactivised. 

?lTt+f*r~m*@% Finance for Kullu Variety of Shawls 

3.42 d ? @ w m ~ h % v w d ~ d  3.42 The  NABARD has'fixed separate per 
7 ~ G b 4 & 1  (mmd) %fSiPa% loom scale of finance at Rs. 7,000 in  respect 

M ~ 3 3 0 M  1986 $ ~ i m n h $ 7 , 0 0 0  of special variety of woollen shawls (Kullu 

; & d m 4 M R r n d 8 1  
variety), produced on  handlooms in 
Himachal Pradesh with effect from July 30, 

e ' f r ~ a 3 . ~ f i m ; j t ' & - *  Refinance Facilities for Financing 

m**@ oj '  Itldustrial Co-operative Societies 

3.43 In modification of the earlier decision 
to fix a ceiling on loans to  industrial 
co-operative societies (upto Rs. 5 lakhs), 
the NABARD will now consider on the 
merits of each case, term loan refinance 
proposals in excess of Rs. 5 lakhs provided 
their investment in plant and machinery 
does not exceed the SSI limits. Apart from 
investment in plant and machinery, 
work-shed, godown, showroom and 
delivery vanltruck have also been made 
eligible items of investment by industrial 
co-operatives under the facility. 

%-@ - Non-farm Activities 
E @ k , a q ; r g J i h M & ~ *  
m m =  Refinance Assistance for Financing Cottage, 

Tiny and Village Industries. 
3.44 kkfFl #@f%W, 1860 % 3.44 All institutions registered under the 
& T J k i + T @ ? i l T % ~ ~ $ * ~  Societies Registration Act, 1860 have been 
~ % ~ % * ~ - @ I I % @ W W  made eligible for NABARD's refinance 



iii) 50,000 W@3l'f % Q- % 
r i t ~ r n ~ ~ m r n ~ a p l r ~ m  
f$;;?*d%rnrnit;jllrn$l 
r n a - , m q ? o y M 3 * ~  
~ 4 ~ m 4 m % f d p * w - a * ~ ~  
mAft&md 4) w'&t WiR f3a 
~ , * ~ : ~ ~ w * % ~  
m + a w w m b h ~  

facility through commercial banks 
irrespective of recognition by KVICIKVIB. 
Term loan refinance proposals in respect cif 
such institutions which exceed the hitherto 
stipulated limit of Rs. 5 lakhs, will now be 
considered by NABARD, provided ' the 
investment in plant and machinery for the 
unit does not exceed the SSI limit. The 
institutions may integrate working capital 
requirements of one operating cycle with 
the term loan. Apart from plant and 
machinery, workshed, godown, showroom 
and delivery vanltruck have also been made 
eligible items of investment under this 
facility. In order to encourage the banks to 
increase their lending under the scheme. 
suitable modifications have been made as 
indicated below: 

i) The ceiling/limit of loan amount eligible 
for refinance in respect of bank loans to 
individuals/proprietorylpartnership firms 
has been enhanced to Rs. 5 lakhs instead of 
between Rs. 1 lakh and Rs. 2 lakhs. 

ii) Apart from the list of 22 broad groups of 
cottage and village industries approved by 
RBIINABARD, any industrial activity 
approved by the Government of India has 
also been made eligible for refinance 
assistance under NABARD's scheme for 
nbn-farm sector. 

iii) Activities to be undertaken by the 
artisans and craftsmen on cluster basis may 
be assisted at any location irrespective of 
the population criterion of 50,000. 
Furthermore, unitslprojects which have 
been specifically set up for providing 
support exclusively 'to the cottage/village 
units in rural areas will also be made eligible 
for refinance assistance under the 
automatic Refinance Scheme regardless of 
their location. 
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Assistcrt~ce for Murgin Money to Cottage crrrd 
Villuge Industrial Units in Rurul A r e a  

3.45 I-iitherto, the soft loan assistance by 
scheduled commercial banks for margin 
money was available only to'individualsl 
proprie,tory/partnership concerns. This has 
been now extended to groups of indi- 
viduals, ~overnment/~uasi-Government 
agencies, promotional agencies, develop- 
ment corporations, registered and charit- 
able institutions and,. voluntary organisa- 
tions availing of refinance assistance under 
the General Refinance Scheme for setting 
up production units as.well as infrastructu- 
ral and promotiogal support projects, for 
establishment of raw material supply cen- 
tres, marketing centres, common facility 
,units, etc. 

Relaxation in respect of Maximum Size of' ' 

Bio-gas to be Finunced by R R Bs 

3.46 The NABARD's refinance facility to 
RRBs which was available hitherto for their 
advances for installation of b i ~ - ~ a s  plants 
upto the maximum size of 3 cubic metres 
was extended to  the target groups for 
bio-gas plants of above 3 cubic metres s i x  
also. 

Refinance Assistance to SCBslCCBs - 
for Financing Small, Cottage and 
Village industries 

3.47 During the year, the NABARD 
extended its refinance facilities to SCBs on 
behalf of DCCBs and also to SCBs 
operating under the two-tier credit system, 
to finance directly individual artisans, 
craftsmen, handicraftsmen and other small 
entrepreneurslunits, for undertaking 
activities covered by 22 broad groups of 
cottage, tiny and village industries and also 
any industrial activity approved by 



Government of India. The package of 
refinance facilities is summarised below: 

(Per cent per annum) 

Interest on Interest 
Scheme NABARD's charged to 

refinance beneficiaries 

Composite Loan 6.5 10.0 
Scheme for financing 
individual artisans upto 
Rs. 30,000 each 
General Refinance 8.0 12.5 
Scheme (GRS) for term1 
integrated loans upto 
Rs. 5 lakhs each for 
entrepreneurs for 
setting up small, tiny, 
cottage and village 
industries. 
Scheme for project 6.5 10.0 
formulation and 
consultancy assistance 
upto Rs. 10,000 each to 
beneficiaries under GRS 
for engaging the services 
of a consultant. 

Enhancement of Loan Limit for 
Construction of Worksheds 

3.48 The NABARD has enhanced the loan 
limit for construction of worksheds to be 
provided by scheduled commercial banks 
pnd RRBs. The minimum amount is 
Rs. 3,000 and the maximum ceiling is fixed 
at 25 per cent of the composite loan 
sanctioned to individual rural artisans 
under the automatic refinance scheme. The 
scheme for co-operative banks for rural 
artisan members of primary level societies 
for construction of worksheds has also been 
modified. The loan for construction of 
worksheds should not be more than 25 per 
cent of the aggregate loan comprising 
working capital loan limit and block capital 
loan issued to a single rural artisan, with a 
minimum and maximum of Rs. 3,000 and 
Rs. 7,500 respectively. 
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Refinance for Non-Farm Activities 

3.49 With a view to increasing the credit 
flow to rural non-farm sector, the 
NABARD extended with effect from July 
1986, 100 per cent refinance facility to 
banks as against the previous level of 90 
per cent for their advances for non-farm 
sector activities under its refinance scheme 

(except for bio-gas plants, ISB component 
of IRDP and SCIST, action plan outside 
IRDP). 

Automatic Refinance Facility to I )  Srnall- 
scale Service Units and 2) Individual1 
Artisan Members of Primary Level 
Societies 

3.50 NABARD. has decided to liberalise 
its automatic refinance facility for cottage, 
tiny and village industries and make it also 
applicable to service-oriented industries 
which do not have investment in fixed 
assets exceeding Rs.2 lakhs and are 
situated in rural areas and towns with 
population of one lakh or  less. 
Illustratively, such. establishments1 
activities would include pumpset repairs, 
electrical wiring, repairs to automobilesl 
scooterslmotorcycles and tractors, main- 
tenance of consumer durables, laundry, 
zeroxing, grinding, etc. For small 
borrowers the commercial banks, RRBs, 
SLDBs and SCBslDCCBs could sanction a 
composite loan of Rs. 30,000, while for 
bigger borrowers the CCBs and SCBs 
could~sanctionloansupto Rs. 5 lakhs which 
would be eligible for refinance provided 
the activity is not of purely a trading or 
business nature and there exists sufficient 
scope for the industry in the area. In the 
case of RRBs, composite loans for small- 
scale establishments owned by tribals 
up to  Rs. 5,000 to a single individual and 
Rs. 30,000 in the case of group loans, may 
b e  sanctioned. 



3.51 Such refinance facility on an 
automatic basis was also extended from 
June 29, 1987 to SCBs on behalf of CCBs/ 
branches of SCBs to enable the latter to 
provide composite loans upto Rs.30,000 
each to individuals/rural artisan members 
of primary level institutions subject to 
certain safegiards and conditions. The 
composite loan is extended for 
undertaking any of the 22 specific broad 
groups of cottage and small-scale 
industries. 

Delinking of Overdue Norms from 
Eligibility Criteria for Refinancn 
Assistance 

3.52 The delinking provision of the 
overdue norms from eligible criteria for 
NABARD's refinance assistance to 
commercial b.anks for financing non-farm 
sector was to. expire in June 1988. It was 
however, decided to retain the provision. 

Primary (Urban) Co-operative Banks 

3.53 The number of PCBs increased 
from 1,346 at endJune 1986 to 1,359 
(which included 97 salary earners' 
societies) at end-June 1987. As on 
December 31, 1986, there were 3,059 
offices of the PCBs operating in the 
country including 249 offices of the salary 
earners' societies. The deposits mobilised 
by the PCBs rose from Rs.3,255 crores at 
end-June 1985 to Rs.3,939 crores at end- 
~ b n e  1986, showing an increase of 21 
per cent over the year as compared to 22.4 
per cent during the previous year. 
The loans outstanding of PCBs rose by 
20.7 per cent to Rs.3'046 crores during the 
year ended June 1986 as againit a rise of 20 
per cent in the previous year. During 1986- 
87, (upto February 27, 1987) the deposits 
and loans outstanding of PCBs increased 
further to Rs.4'413 crores and Rs.3,509 
crores, respectively. The progress made by 
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d l d t & m * ~ % i n a % ~  the PCBs over the years is presented in the 
WTf?7*m.tfftM$l table below: - ( r n ) - T @ w f B M * r n  

PROGRESS OF PRIMARY (URBAN) CO-OPERATIVE BANKS <erna) 
(Rs. crores) 

4 - (*-T) 
Items Co-operative ----....-- Year (July-June ) 

1983-84 1984-85 1985-86 1986-87 
rn*a2nit~%~* 
Number of PCBs* 1,310 1,331 1.346 1,359 

(101) (102) (99) (97) 

rn*w3if,*ait;ma4* 
Number of Offices of PCBs* 

mlm 
Deposits 

m r n  
Loans outstanding - 

* .;;rtt*-M-crfim4i*%*&*Witfibsrir 81 
Includes salary earners' societies,figures for which are given in brackets. 

@ 31@h71986%f@&%3FJlR 
As on December 31,1986. 

f 2 7 ~ 1 9 8 7 % f F $ m % ~  
As on February 27,  1987 

Licensing and Inspection 

3.54 The number of licensed PCBs 
increased from 461 at the end of June 1986 
to 845 by end-June 1987, reflecting an 
appreciable rise in the number of licences 
granted to  the PCBs to commencelcarry 
on banking business in India. Permission 
to open 13 new places of business, was 
granted to the PCBs during the year. 
Inspections of 386 PCBs were conducted 
during 1986-87 under Section 35 of the 
Banking Regulation Act, ' 1949 (as 
applicable to co-operative socieites) as 
against 470 in the previous year. 

3vmFQmm Short-term Credit Limits 

3.55 1986-87 (&-d) % 4 3 -55 During 1986-87 (April-March) 
hm$n~ga?rhn*2.5 * m ~ @  short-term credit limits for financing 
&FFJ*d%**fan,s3 cottage and small-scale industrial units at  

r n ~ q m f f M ~ 3 o ~ m i r + ~  concessionai rate of interest i.e. 2.5 per 



cent below the Bank Rate, aggregating 
Rs.30 crores were sanctioned to 53 PCBs 
as against the limits of Rs.25 crores 
sanctioned to 43 PCBs in the preceding 
year. The oustanding borrowings of PCBs 
against these limits amounted to Rs.25 
crores as on March 31, 1987 as against 
Rs.22 crores a year ago. 

Credit A uthorisation Scheme 

3.56 During 1986-87, 66 proposals from 
12 PCBs involving an aggregate amount of 
Rs.46 crores were received for 
authorisation under the CAS; of this, 38 
proposals for amounts aggregating ~ s . 2 5  
crores were approved. 

Interest Rates on Deposits 

3.57 All changes in interest rates on de- 
posits applicable to commercial banks and 
RRBs are also applicable to co-operative 
banks. Accordingly, in line with commer- 
cial banks, interest rates on domestic de- 
posits of certain maturities were revised 
with effect from April 1,1987. The interest 
rates on deposits held in Foreign Currency 
(Non-Resident) Accounts had been re- 
vised downwards with effect from Septem- 
ber 8,1986. However, keeping in view the 
public interest, the interest rates on de- 
posits held in FCNR accounts for periods 
ranging from 6 months and above and 
upto and inclusive of three years were 
raised by 0.5 to 1.5 percentage points with 
effect from May 25, 1987. Interest rates on 
Non-Resident (External) Rupee Accounts 
were delinked from the rates specified for 
domestic deposits and an independent 
structure of interest rates and maturities 
was specified. (for details please see Chap- 
ter 2). 
3.58 The PCBs may, however, at their 
discretion, allow additional interest on all 
term and savings deposits (other than 
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FCNR and NRE Accounts) upto 1 per 
cent over and above the prescribed rates. 
Advances Against Serzsitive Cornrnodities 
3.59 With effect from April 1, 1987 
changes were made in selective credit con- 
trols for advances against sensitive com- 
modities in respect of commercial banks. 
These were also .made applicable to co- 
operative banks. The level of credit to a . 

single borrower was, however, retained at 
Rs.2 lakhs. 

Maximum Limit on Advances 

3.60 Effective November 25, 1986, the 
maximum limit on advances to a single 
party was raised from Rs.30 lakhs to Rs.40 
lakhs in respect of banks with total time 
and demand liabilities of Rs.10 crores or 
more. PCBs were permitted to  allow the 
parties excess drawings upto 10 per cent of 
the limit sanctioned by them or authorised 
by RBI or  Rs. 10 lakhs whichever is less for 
a period upto 3 months in order t o  meet 
any contingencies or temporary increase in 
credit limits. Banks were also permitted to 
renew the limits earlier approved by the 
RBI. 

Lending to Priority Sector 

3.61 Lendings to priority sector and 
weaker sections by the urban co-operative 
banks (UCBs) were required to  reach a 
level of 60 per cent and 15 per cent, re- 
spectively, of the total loans and advances 
outstanding as at the end of June 1986. 
Available information indicates that while 
smaller UCBs have made substantial en- 
deavour in achieving the stipulated levels, 
the performance of bigger urban co- 
operative banks was not satisfactory. 

Strengthening and Future Development of 
Co-operative Structure 

3.62 The process of reorganisation as per 
viability norms prescribed in 1976 has 



already been conipletcd in all 'the States 
except Gujurat. Jammu and Kushmir and 
Mnharashtra. Howcvcr. ;I large number of 
societies continue to t i ;~\~e low borrowing 
membership. low husincss turnover and 
high level of overducs resulting in accu- 
mulation of losses and many of them con- 
tinue to be non-viable. The minimum level 
of loan business of Rs.2 lakhs which was 
considered adequate for viability in 1976 

' 

does not hold good in the present context 
due to a variety of reasons such as revision 
of rates of interest and escalation in wage 
level and other overheads. There is thus an 
urgent need for upward revision of the 
viability norms for PACS. The recom- 
mendations of the senior expert group en- 
trusted by NABARD with the examina- 
tion of this aspect are awaited. 

3.63 Based on the recommendations of 
the CRAFICARD, the NABARD had 
circulated detailed guidelines to all State 
Governments stressing the need for a time 
bound programme for improving the qual- 
ity and range of services rendered by 
PACS by their assuming the character of 
rural banking institutions through provi- 
sion of not only diversified credit facilities 
to  their members but by extending facili- 
ties for marketing of produce, distribution 
of inputs and. mobilising rural deposits. 
The State Governments had been advised 
to  select 10 to  15 societies in each district 
subject to  10 per cent of the profit-making 
societies in each State for their intensive 
development by 1982-83 and gradually ex- 
tend the scheme to  all the societies by the 
end of the Sixth Five-Year Plan (March 
1985). As at the end of June 1987 as many 
as 4,826 societies in 18 Statesfunion Terri- 
tories were selected for intensive develop- 
ment. Data collected in respect of 275 
societies on a pilot. basis from thirteen 
States revealed that while the selected 
PACS in the States of Haryana, Karnataka, 



f B ; ; t ~ ~ ~ ~ ~ - ~ c f l ~ f  f$im,e, Kerala and Madhya f'radesh had n~ain- 
tained a steady pace of dcvclopnient in 
membership drive, dcposit mohilis:rtion. 
increase in loan business and non-crcdit 
activities, in other States like IIimochal 
Pradesh, Rajasthun and 'famil Nadu. they' 
had achieved sizeable progress. 

Co-operative Banks in the 
North-Eastern Region 

3.64 The working of SCBs i n  the States 
of Manipur, Tripura and Meghalaya has 
been seriously affected by heavy overdues. 
These banks were permitted to block the 
overdues over 3 years for the purpose of 
providing them with. refinance facilities 
from the NABARD. All the' SCBs in the 
North-East have also been permitted to 
draw refinance from NABARD, irrespcc- 
tive of their level of overdues. A study was 
also conducted to review the organisation- 
al and financial aspects of the Meghalaya 
Apex Bank, the findings of which are awa- 
ited. 

Rehabilitation of CCBsISCBs 

3.65 As on June 30, 1986,173 CCBs were 
brought under the programme of rehabi- 
litation. The largest number of weak banks 
were in Bihar (34) followed by Uttar 
Pradesh and West Bengal (16 each).The 
programme of rehabilitation also covers 8 
SCBs in the areas served by two-tier co- 
operative credit structure viz., Assam, 
Cha'ndigarh, Delhi, Goa, Manipur, 
Meghalaya, Tripura and Nagaland. 

Research and Development Fund 

3.66 During 1986-87. fin'ancial assistance 
was sanctioned by the NABARD from its 
Research and Development Fund. to  9 
more RRBs for setting uplstrengthening 
their Technical Monitoring and Evaluation 
(TME) Cells, bringing the total number of 



RRBs assisted from the Fund to 39 as on 
June 30, 1987. During the year two more 
SLDBs were sanctioned financial assist- 
ance from the Fund for the same purpose. 
The total number of SLDBs and SCBs for 
whom financial assistance had been sanc- 
tioned from the R & D Fund was 13 and 2, 
respectively, as on June 30, 1987. During 
the year, a sum of Rs. 13.24 lakhs was dis- 
bursed to RRBs, SLDBs and SCBs for set- 
ting uplstrengthening their TME Cells. 

3.67 In addition, the NABARD sanc- 
tioned financial assistance from its R & D 
Fund to various institutions for undertak- 
ing research studies, organising seminars/ 
conferences/symposia, etc. on subjects of 
relevance to the NABARD. During the 
year 5 such research proposals were 
approved and 17 seminars were assisted 
fromTthe Fund. The total financial assist- 
ance provided to various research institu- 
tions and for conducting seminars1 
conferences/symposia, etc. during the year 
stood at Rs. 33.41 lakhs. The total number 
of research proposals approved from R & 
D Fund as on June 30, 1987 stood at 48. 
The total financial assistance disbursed 
frbm R & D Fund of NABARD during 
1986-87 for all these purposes stood at 
Rs. 46.65 lakhs. 

Other Developments 

Credit Authorisation Scheme 

3.68 The responsibility of administering 
the Credit Authorisation Scheme of the 
Reserve Bank as applicable to co- 
operative banks continues t o  rest with the 
NABARD. During 1986-87, credit author- 
isations granted for block capital finance 
amounted to  Rs. 25 crores as against Rs. 
59 crores in 1985-86. During the year, au- 
thorisations for working capital finance 
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were granted for a total amount of Rs. 
1,254 crorcs as compared to Rs. 1.235) 
crorcs in 1985-86. 

3.65, The more important of thc instruc- 
tions issued during the year regarding 
sanction of working capital limits undcr 
CAS to co-operative sugar factories are 
given below: 

(i) The SCBs were permitted to sanction 
without prior authorisation from 
NABARD, working capital limits, against 
pledge of stocks of sugar to co-operative 
sugar factories for the 1986-87 sugarcane 
crushing season, to the extent of 115 per 
cent of the maximum arnou'nt availed of by 
them during the previous season (exclud- 
ing temporary excess drawings). The 
NABAKD's prior authorisation continued 
to be obligatory if any of the sugar factor- 
ies required additional pledge limits. No 
separate clean hypothecation limits can be 
sanctioned to sugar factories without prior 
authorisation. The CCBs were required to 
obtain, as hitherto, prior authorisation 
from the NABAKD for sanction of work- 
ing capital limits in excess of Rs. 150 lakhs. 

(ii) As in the past, the bulk of the author- 
isations granted for block and working 
capital finance was in favour of co- 
operative sugar factories. Hitherto the co- 
operative processing or marketing or  
marketing-cum-processing societies and 
consumer stores only were within the pur- 
view of the CAS. From July 1986 all types 
of non-credit co-operative societies were 
brought within the ambit of CAS. 

(iii)The NABARD, in consultation with 
RBI, revised and realigned from February 
1987. the prescribed limit (cut-off point) 
for sanction of working capital finance t o  
any type of non-credit co-operative 
societies. The  cut-off points are now Rs. 4 
crores for scheduled SCBs, Rs. 3 crores for 
non-scheduled SCBs and Rs. 1.50 crores 
for SCBs in States and Union Territories 



functioning as central financing agencies, 
as well as for CCBs. 

Pilot Project for Strengthening 
Credit Delivery System 

3.70. Encouraged by the results in the 
three districts of Hoshangabad (Madhya 
Pradesh) , Aurangabad (Maharashtra) and 
Sabarkantha (Gujarat), the pilot project 
for strengthening credit delivery system 
was extended to 12 more districts with 
effect from July 1, 1986 taking the total 
number of districts to 15; twenty districts 
had been proposed under Phase-I. The ex- 
tension of Phase-I1 of the pilot project 
covering 5 more districts has been deferred 
to January 1988 since the participating 
banks were not in a position to provide 
additional staff due to various constraints. 

3.71 At the instance of the World Bank, 
a mid-term evaluation was conducted in 
respect of the three distFicts viz., Hoshan- 
gabad, Sabarkantha and Aurangabad and 
it was found that the project has contri- 
buted to increased volume of lending, 
modest diversification in loan business,lar- 
ger deposit mobilisation-and improveb re- 
covery performance. During the two years 
of implementation, the participating 
banks, which include LDBs and CCBs 
have shown encouraging trends in recov- 
ery, loan business and deposit mobilisa- 
tion. 

3.72 The NABARD also launched from 
July 1986 a 1 ' ~ - ~ o i n t  programme as part of 
the pilot project for intensive development 
of 30 selected PACS and all LAMPS in 
each of the pilot project districts in the 
country. The programme will benefit far- 
mers belonging to SCsfSTs engaged in col- 
lection of minor forest produce. 

Inspection of Banks 

3.73 During 1986-87 inspections of 7 
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SLDBs. 178 CCBs, 86 RRBs and 30 other 
institutions were conducted by NABARD. 

Crop Insurance Scheme 

3.74 As discussed in the last year's Re- ' ' 

port, a comprehensive crop insurance 
scheme was introduced in. the country 
from the 1985 kharif season. The scheme 
was implemented in 16 States and 4 Union 
Territories during kharif 1986 season. The 
scheme covered 37.7 lakhfarmers and cul- 
tivating area of 74.8 lakh hectares. The 
crop loans insured aggregated Rs. 828 
crores and the premium collected 
amounted to Rs.14.6 crores (upto January 
31, 1987). Banks were advised that the 
Government of India has taken a decision 
not to cover crop loans granted to farmers 
against the security of gold ornaments and 
jewellery under the scheme. 

Installation of Complete Pumping System 

3.75 The Government of India and 
NABARD are keen on increasing the effi- 
ciency of agricultural pumpsets installed ' 
by farmers on their minor irrigation works 
and also in the process conserve scarce 
energy resources. This was to be achieved 
by making arrangement for supply and 
erection of an efficient and complete 
pumping system. A proposal to undertake 
this work through bank loans in Andhra 
Pradesh, Guj arat, Karnataka, Madhya 
Pradesh, Maharashtra, Uttar Pradesh and 
West Bengal has been approved by the 
NABARD and is under implementation in 
these States. 

Rainfed Farming 

3.76 The NABARD has revised its 
approach to financing rainfed farming pro- 
jects. As per the new approach, rainfed 
farming projects should be formulated in 
districts which have mean annual rainfall 



between 750 mm and 1000 mm and where 
the moisture availability for growing crops 
for a period of at least 150 days is fairly 
certain. The projects are to be formulated 
in 20 identified districts spread over 
Andhra Pradesh, Gujarat, Karnataka, 
Madhya Pradesh, Maharashtra, Rajasthan 
and Tamil Nadu. 

Study Teams/Committees/Working Groups 

Committee on Agricultural Productivity 
in Eastern India 

3.77 A number of steps have been initi- 
ated to implement the recommendations 
of the above committee relating to credit. 
Some of the major decisions taken in this 
respect are gi-ven below: 

(i) The existing stipulation of providing 
fresh finance by PACS to small/marginal 
farmer defaulters whose defaults do not 
exceed 10 per cent of their eligibility under 
short-term agricultural loans, has been 
liberalised to 20 per cent for the next three 
years. 

(ii) Banks were advised to  extend conces- 
sions by way of postponement1 
rescheduling of instalments of loans and 
waiver of penalty measures to borrowers 
of term loans affected by genuine hardship 
due to personal circumstances and who 
have been regular in repayment during the 
previous 3 years. 

(iii).The Registrars of co-operative 
societies were advised to make necessary 
arrangements for introduction of cash cre- 
dit system in lieu of short-term agricultural 
loans on a trial basis in selected PACS 
in Bihar, Orissa, Eastern UP and West 
Bengal. 



(iv) Tho security norms for lending by co- 
operative banks were brought on par with 
those of commercial banks for term loans 
to avoid ambiguity. 

Stntrclitzg Advisory Corttr?zittee 
for Urhcrrt Co-operarive Battks - 
3.78 The sixth meeting of the Standing 
Advisory Committee for urban co- 
operative banks was held in February 
1987. The Committee discussed, among 
others, matters relating to the role of state 
co-operative banks in the growth and de- 
velopment of urban co-operative banks, 
restrictions on provision of finance to their 
nominal members and appointment of 
their chief executiv~s and other key per- 
sonnel. The Committee recommended 
that UCBs may be allowed to grant loans 
for purchase of consumer durable articles 
such as television sets, refrigerators, two- 
wheelers, etc. to individuals who are not 
their regular members by admitting such 
borrowers as nominal members. The Corn- . 
mittee has also recommended that the 
SCBs should devote more attention to the 
development of UCBs on sound arid heal- 
thy lines. 

Evaluation Studies on IRDP 

3.79 The concurrent evaluation studies 
on IRDP carried out at the instance of the 
Government of India revealed among 
others that (i) in more than 60 per cent of 
the cases, the repayment schedules of 
IRDP loans fixed by the bank branches 
were for less than 3'years and (ii) the aver- 
age delay between forwarding of applica- 
tions to the bank and actual assistance at 
the bank branch level to IRDP benefi- 
ciaries was about 100 days and in several - States it was higher than the average. 



3.80 Based on t h ~ s e  findings, participat- . 
ing banks were advised to take immediate 
steps to make their branches adhere to the 
instructions issued on the repayment 
period. They should ensure disposal of 
loan applications within the prescribed 
time of a fortnight. The second loan under 
IRDP should be granted by a nearby 
branch of the same bank which gave the 
initial loan or by any other bank provided 
the borrower has utilised the first loan 
satisfactorily and has also repaid the loan 
in full. In case the first loan was provided 
by a co-operative bank which is not in a 
position to give the second one, a branch 
of commercial bank or  RRB may advance 
the second/subsequent loan after 
ascertaining the eligibility of the borrower 
and obtaining a 'no objection' certificate 
from the co-operative bank. 

3.81 A Group constituted by the Gov- 
ernment of India, suggested certain mea- 
sures for obviating delays in the release1 
adjustment of subsidy under the IRDP. 
Accordingly, it was decided that there 
should be a regular clearance system 
through the District Consultative 
CornmitteelStanding Committee of DCC 
which will ensure availability of adequate 
funds in the account of district rural de- 
velopment agencies with. banks. . 
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CHAPTER 4 

OTHER FINANCIAL INSTITUTIONS 

Overview 
Operations of the Reserve Bank of India 
and those of other all-India and State-level 
financial institutions in . the sphere of 
industrial finance during 1986-87 are 
reviewed in this Chapter. Total assistance 
sanctioned by the Reserve Bank to eligible 
financial institutions, viz., Industrial 
Development Bank of India (IDBI), 
Export-Import Bank of India (Exim 
Bank), Industrial Reconstruction Bank of 
India (IRBI), Industrial Finance 
Corporation of India (&CI), Industrial 
Credit and Investment Corporation. of 
India Ltd. (ICICI) and State Financial 
Corporations (SFCs) together was higher 
during 1986-87 (July-June) than in the 
previous year. Assistance sanctioned by 
all-India financial institutions (except 
those of Life Insurance Corporation of 
India and Unit Trust of India) during the 
financial year 1986-87 was also 
higher than in the previous year. 

4.2 The Unit .Trust of India launched two 
special schemes viz., India Fund Unit 
Scheme 1986 and Mutual Fund Unit 
Scheme 1986. India Fund Unit Scheme was 
launched in July 1986 in association with 
Merrill Lynch to provide opportunity to 
non-resident Indians and persons of Indian 
origin and individuals resident outside 
India to invest in the securities market of 
India. The foreign exchange equivalent of 
Rs. 139.5 crores was mobilised -under the 
scheme. The Mutual Fund Unit Scheme 
1986, a growth scheme, was launched by' 
the Unit Trust in September 1986 to 
provide an opportunity for the investors to 
participate in. the equity market. Among 
other new developments were the setting 
up of Textile Modernisation Fund Scheme 
by IDBI and the amendment to the IDBI 



Act,which came into effect from August 
14, 1986. Also the Industrial Finance 
Corporation 'of India Act, 1948 was 
amended by the Industrial Finance 
Corporation (Amendment) Act,1986. This 
amendment effective from February 2, 
1987, enlarges the area of operations and 
also increases the authorised capital of the 
Corporation. 

RBI Assistance to Financial Institutions 

4.3 During 1986-87 (July-June), the 
Reserve Bank sanctioned and disbursed 
long-term loans amounting to Rs. 330 
crores to IDBI- out of the National 
Industrial Credit (Long-Term Operations) 
[NIC(LTO)] Fund as against Rs. 300 
crores in 1985-86. The outstanding amount 
of IDBI's borrowings out of this Fund 
stood at Rs. 2,875 crores as on June 30, 
1987 (Table 4.1). 

4.4 Short-term credit limits of Rs. 200 
crores were sanctioned to IDBI in August 
1986 valid upto end-October 1986 against 
the security of eligible usance bills 
rediscounted by it. This limit was, 
however, not utilised by it. A fresh limit of 
Rs.300 crores was sanctioned to IDBI in 
May 1987 valid upto end-August 1987. The 
amount outstanding against the short-term 
credit limit of Rs. 200 crores sanctioned 
during 1983-84 and 1984-85 for meeting the 
mismatch between the funds placed at the 
disposal of IDBI by investment institutions 
(for assistance to SEBs and SRTCs) and 
actual disbursements by IDBI was Rs. 62.5 
crores as on June 30,1987. 

4.5 Long-term loans sanctioned to the 
Exim Bank out of the NIC (LTO) Fund 
during 1986-87 (July-June), amounted to 
Rs. 85 crores as against Rs. 80 crores 
during the previous year. The Exim Bank 
utilised the entire limit raising the 
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m4.1:m~3if~P;mcit4Whmm 
TABLE 4.1 : RBI ASSISTANCE TO FINANCIAL INSTITUTIONS 

cm-v) 
(JulyJune) 

Type of .Assistance a ~ 4 ~ 4  4 ~ 8  standing ason ' 
Sanctioned Utilised Sanctioned Utilised June 30,1987 

[a. 4. Xm (rn *) Well 
Long-term credit INIC(LT0)FundJ 

m*f$imr* 
I.D.B.I. 
M-m* 
Exim Bank 
xl?h*#* 
I.R.B.I. 

sdq1-m- 
Medium/Short-term Credit Limits 
VR?a*m& - 
I.D.B.I. 
m * m f . m s  
I.F.C.I. 
rn *ma. fi. 
I.C.I.C.1 
wmm 
S.F.Cs 

@ ~ ~ ~ e ~ 1 1 \ 7 ~ . a . ~ . f i . h & d b i ~ ~ m ; t . r ; t m  31 & 1 9 ~ 7 d - ~ m m ~ i t - r c ~ t & 1 9 8 7 - 8 8 % m 2 0 i f i i t S  
~?$$rw~fl-filSr~$f~iieitl 

Cash credit faality. Ip the case of ICIC1,Rs. 15 crores limit expired on March 31, 1987 and a fresh limit of Rs. 20 crores was 
sanctioned for 1987438. 

* ~ ~ & t n d m 3 M i 9 a 3 - s 4 & i 9 a 4 - s s ~ ~ ~ . r d t m ~ . i 3 m ~ 1  
Ameunt outstanding against the credit limit sanctioned during 1983-84 and 1984-85 exclusively for meeting the mismatch. 

+ & ~ ~ * ~ 3 m * * m ~ ~ v ~ * i f ? ; r r c i t ~ m m l  
Limits were utilised periodically as per requirements till their validity. 

& : f.T9fil xpl m, qdq fiqd & 1 Source : Industrial andExport Credit Department. RBI. 



outstanding amount of its borrowing from 
this Fund to Rs. 345 crores by the end of 
June 1987. A credit limit of Rs. 15 crores 
was sanctioned to the IRBI out of the NIC 
(LTO) Fund during 1986-87 as against 
Rs. 10 crores in 1985-86. The IRBl fully 
utilised the limit and its 
outstanding borrowing from the Fund 
amounted to Rs. 25 crores as on June 
30,1987. 

i 

4.6 An ad-hoc borrowing limit of Rs. 15 
crores was sanctioned to IFCI for the 
calendar year 1987. IFCI did not avail of 
this limit till the end of June 1987. The 
borrowing limit of Rs. 15 crores 
sanctioned to ICICI for the calendar year 
1986 was extended upto March 31, 1987. 
The outstanding amount of borrowing 
against this limit was fully repaid. A fresh 
borrowing limit of Rs. 20 crores, valid 
upto March 31, 1988 was sanctioned to it 
and the outstanding amount against this 
limit was Rs. 20 crores as on June 30,1987. 

4.7 During 1986-87 (July-June), fresh 
ad-hoe borrowing limits aggregating 
Rs. 55.2 crores, valid upto June 25, 1987 
were sanctioned to 15 SFCs (including 
TIIC) against ad-hoc bonds guaranteed by 
the respective State Governments. No 
amount was outstanding against these 
limits at the end of June 1987. 

Operations of Term-lending Institutions 

4.8 Total financial assistance sanctioned . 
and .disbursed by all-India term-lending 
institutions (i.e. IDBI, IFCI, ICICI, IRBI, 
LIC, UTI and GIC and its subsidiaries) 
during the financial year 1986-87 * 
aggregated Rs. 7,512 crores and Rs. 5,272 
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crores, respectively, comptlred with tho= 
of Rs. 6,222 crores and Rs. 4,621 crores 
during 1985-86. Sanctions rose by 20.7 per 
cent and disbursements by 14.1 per cent 
over the previous year (Table 4.2). Total 
sanctions during 1986-87 comprised loans 
amounting to Rs. 6,100 crores and othcr 
assistance by way of underwriting and 
direct subscriptions to shares and 
debentures amounting to Rs. 1,023 crores. 
These were higher by Rs. 1,239 crores and 
Rs. 52 crores, respectively, over those in 
1985-86. Disbursements of loans were 
higher by Rs. 609 crores and other 
assistance by Rs. 41 crores over those in 
the previous year. Assistance sanctioned 
by all institutions excepting LIC and UTl 
was higher in 1986-87 than in the previous 
year. Disbursements during the year were 
higher in the case of all institutions 
excepting'u~l. 

1ndustriai.Development Bank of India 

4.9 Aggregate financial assistance 
sanctioned (excluding guarantees but 
including subscriptions to shares and bonds 
of financial institutions) by the IDBI rose 
from Rs. 3,673 crores in 1985-86 
(April-March) to Rs. 4,481 crores in 
1986-87 or by 22.0 per cent over the year 
(Table 4.3). ~isbursements during the 
year at Rs.3,108 crores were also higher by 
18.9 per cent. The cumulative assistance 
sanctioned and disbursed by the IDBI 
since its inception upto end-March 1987 
aggregated Rs.22,680 crores and 
Rs.16,454 crores,respectively. 

4.10 Direct industrial assistance 
sanctioned by way of project loans, 
including assistance under the 
modernisation scheme, technical 
development fund 'scheme, equipment 
finance scheme and underwriting of and 
direct subscriptions to shares and 
debentures of industrial concerns 



TWJ8 4 . 2 : m  W m3?l ZPJ T-EFRl (1985-86 1986-87) 
TABLE 4.2 : ASSISTANCE BY TERM-LENDING INSTITUTIONS (1985-86 and 1986-87) 

073Fi-&) 
( April-March) 

t+ xlrb) (Rs. croreh 

M. %"I ~ i m a  F 
~ 3 i h m w ~  

Institutions Loans Underwriting and direct subscrip- Total 
tion to shares and debentures 

1985-86 1986-87* /I985-86 1986-87 * 1985-86 1986-87* 

* ~ * ~ & + a ~ ~ ~ ~ ~ ~ ~  
San- Dis- San- Dis- San- Dis- San- Dis- San- Dis- San- Dis- 
ctioned bursed ctioned bursed ctioned bursed ctioned bursed ctioned bursed ctioned bursed 

1 2 3 4 5 6 7 8 9 10 11 12 

(n. 33, fel. 35 @ @f 

I.D.B.I. @ f 

w, 4. %. f i .  @ 
1.F.CJ.Q 

w. 33. q. h. 
I.R.B.I. 

&ern 
U.T.J. 

a. t. f-7. q4g. 7i. 
G.I.C. and its subsidiaries 59.9 27.9 15.3 29.4 93.1 79.4 138.0 102.2 153.0 107.3 153.3 131.6 

(+ 0.2) (+22.6) 

43 
Total 5,250.8 3,908.6 6,489.5 4,517.9 970.7 712.7 1,022.8 753.9 6,221.5 4,621.3 7,512.3 5,271.8 

(+20.7) (t14.1) 

f *Pm;CmRi;h4h*iiMam;rM~iffii;tr*d*~m;7;Tmrmfqi?itr 
Includes all types of assistance with the exception of subscription t o  shares and bonds of all-India financial institutions. 

* mi 
Provisional. 

@ r n ? l I f % i % l  

Includes guarantees. 

+ q+mldt3ir~r&rn.n~d~7m;r?r?f:miimrfs?;t$! 
Includesassistance by way of suppliers' credit and leasing. 

Private& placed debentures and special deposrts. 

++ @f -mf # I Excluds short-term loans, 

M: W ; i ~ % ~ + ~ d ? i h ~ ~ n ; n n - ~ m % R r  
Note : Figuresin brackets indicate f?CfCCntapC rariat~orr o k c r  the year. 

rFry: m f l l  SU~CC : Respective Inslttutic>n\, 
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TABLE4.3 : SCHEME-WISE ASSISTANCE SANCTIONED AND DISBURSED BY IDBI 

(&+) 
(April-March) (zr;bs vd) (Rs. crores) - 

Scheme 

. sr;f srd 
sjfimr 19a74imm ~ii%m 19s7& sram 

Sanctions ?id -1 Disbursements mT$&Pl 

1985-86 1986-87 Cumulative 1985-86 1986-87 Cumulative 
sanctions 

upto end- 
March 1987 

d i t s  
upto end - 
March 1987 

I. mtTmPi3l 
Direct Assistance 

1. *m 
Project Finance 

@?-hvrn 
a) Project loans 

(8) M & ~ l i 9 ~ -  
b) Underwriting and direct subscription 68.5 134.2 686.7 9.5 29.4  183.2 

2 .  ~ ~ i %  
Technical Development Fund 

3.3Wimm 
Equipment Finance 10.8 15.9 28.0 0.2 11.1 11.7 

11. m w m  
Indirect Assistance 

4. *dm* 
Refinance of industria! loans 

5, m m * ;  
Rediscounting of bills 

6 .  ~ ~ J i f & $ i d & i 9 ~ ~ 3 f % R  
Subscription to shares and bonds of 
financial institutions 61.6 191.3 800.2 - 62.2 162.1 737.6 

7. *@m 
Seed capital assistance 

n 3s (I t 11) 
Sub-total (I+ 11) 

111. I .  w ~ ? f & ~ ~ 4 m T m f m i  \ 

Guarantees for loansldeferred payment 23.7 72.6 367.5 146.5 * 75.8  * 249.2 * 
2. E&a?pm-d;?M3TTTifiqi 

Guarantees in respect of foreign currency loan 24.0 - 24.0 24.0 * - 24.0 * 

q; ;m 
Grand Total 

* .rrifi(ii'maTa$ 
Guarantees executed. 

EViT :37id;$3m72 
Note  : Data are provisional. 

-tjn :nm(itS*fB;T;mh 
Source : Industrial Development Bank of India. 



aggregated Rs. 1,604 crores which was 
higher by 45.4 per cent than that of 
Rs. 1,103 crores in the preceding year. 
Disbursements of direct assistance at 
Rs. 929 crores were also higher by 17.0 per 
cent than that of Rs. 794 crores in 1985-86. 
In the case of project loans, sanctions at 
Rs. 1,415 crores were 41.5 per cent higher 
than those in 1985-86. Sanctions for 
underwriting and direct subscriptions to 
shares and debentures of industrial 
concerns increased to Rs. 134 crores 
during the year from Rs. 69 crores in 
1985-86. 

4.11 Sanctions and disbursements of 
indirect assistance by way of refinance of 
industrial loans and rediscounting of bills 
aggregated Rs. 2,674 crores and Rs. 2,003 
crores, respectively, during the year 
showing a rise of 7.3 per cent and 14.8 per 
cent over those in 1985-86. Sanctions of 
indirect assistance under these two heads 
constituted 59.7 per cent of total sanctions 
as against 67.8 per cent and disbursements 
of indirect assistance constituted 64.5 per 
cent of total disbursements as compared 
with 66.8 per cent in 1985-86. 

4.12 Important policy changes were 
introduced and new initiatives were 
undertaken by the IDBI during 1986-87. 
These included (i) setting up of the Textile 
Modernisation Fund Scheme and 
extension of its coverage to woollen 
industry, (ii) introduction of a new scheme 
of assistance for export-oriented units etc., 
and (iii) introduction of the 9 per cent 
Capital Gains Bonds Scheme with a 
maturity of 3 years. Besides qualifying for 
exemption from capital gains tax, interest 
payable on these bonds is exempted from 
deduction of tax at source. A novel feature 
of these Bonds is that the investor can 
receive at his option, the entire amount of 
interest for three year period in advance on 
discounted basis at the time of investment 
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in them or can opt. to receive half-yearly 
interest at 9 per cent per annum. Under 
the leadership of IDBI, financial 
institutions made the single window 
concept more effective, and liberalised the 
debt-equity norms apart from,taking steps 
to expedite the process of sanctions and 
disbursements of assistance. With a view to 
increasing the financial assistance to small 
and medium scale units by state-level 
institutions, measures were introduced to 
augment their resources and the 
mechanism for monitoring their operations 
was also strengthened. 

4.13 The IDBI (Amendment) Act, 19% 
came into effect from August 14, 1986. 
The Act has enlarged the definition of an 
industrial concern to covet diverse range of 
industrial activities including the services 
sector of industries like health care, 
storage and distribution of energy and 
other services contributing to value 
addition. The amendments also widen the 
scope of business of IDBI by addition of 
such activities as consultancy, merchant 
banking and trusteeship activities. The 
range of financing instruments has been 
further enlarged to include instruments 
like grant of lines of credit and issue of 
letters of credit. The amendment enables 
the IDBI to grant loans and advances to 
individuals for investment in industrial 
concerns. 

4.14 Keeping in view the need to 
augment the share capital of IDBI for 
sustaining the growing tempo of its 
operations, its authorised capital was 
raised to Rs. 1,000 crores. 

Unit   rust of India 

4.15 The operations of the Unit Trust of 
India recorded higher growth rate in 
1986-87 (July-June) than in 1985-86. Gross 



sales of .units during the year under. its 
various schemes amounted to Rs. 1,240 
crores (including Rs. 139.5 crores 
mobilised through India Fund) showing a 
rise of 39 per cent over those in the 
previous ,year (Table 4.4). The factors 
which' contributed to the higher growth 
included declaration of higher rates of 
dividends for 1985-85 under different 
schemes, introduction of Growing Income 
Unit Scheme 1987 and launching of India 
Fund and Mutual Fund Unit schemes. 
While sales of units under Unit Scheme 
1964 declined from Rs. 319 crores to 
Rs. 149 crores, those under Capital Gains 
Unit Scheme (CGS) 1983 rose from Rs. 271 
crores to Rs. 317 crores during the year. 

4.16 The Trust introduced five new 
schemes which included two Fund schemes 
viz., India Fund Unit Scheme 1986 and 
Mutual Fund Unit Scheme 1986 and three 
close-ended schemes, viz., Monthly 
Income Unit Scheme with Extra Growth 
(7) 1986, Growing Income Unit Scheme 
1987 and Monthly Income Unit Scheme 
with Extra Bonus and Growth (8) 1987. 
Sales under the new schemes together 
amounted to Rs. 661 crores which 
accounted for 53.3 per cent of total sales 
during the year. 

4.17 The India Fund Unit Scheme 1986 
was launched by the Trust in association 
with Merrill Lynch on July 10, 1986 with a 
view to providing a unique opportunity to 
non-resident Indians and persons of Indian 
origin and individuals resident outside 
India to invest in the securities market in 
India. The shares of the Fund were open 
for subscription till August 15, 1986. The 
response to this Fund was very 
encouraging. As against the original issue 
of f 60 million, total subscription 
amounted to 6: 128 million and 25 per cent 
of over subscription was retained. I n  terms 
of rupees, the amount mobilised was 
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i ; i n h ~ ; f ~ ~ ~ * ~ * ~ -  Rs. 139.5 crores. The shares of India Fund 
fdiglm*&31M~Md*$& are listed on the London Stock Exchange 
mm.smr~1 and they are quoted and traded. - 

4.18 During the year, the Trust also 
launched the Mutual Fund Unit Scheme 
1986, a special growth scheme under the 
name of Mastershare to provide an 
opportunity for investors to participate in 
the equity market. The scheme received an 
over-whelming response from the public 
and the subscription received amounted to 
Rs. 158 crores as against the original issue 
of Rs. 50 crores. The Trust retained 
Rs. 150 crores. The funds are invested in a 
basket of equities spread over a wide range 
of industries. The Mastershare, which has 
a face value of Rs. 10, is listed on all the 
stock exchanges and its net asset value 
(NAV) is published every week. The NAV 
as on June 29,1987 was Rs. 11.05. 

4.19 dk*** [ ~ d ~ n f ~ ( ~ ) l  4.19 Sales during the year under the 
1986 $ T ~ P T *  % h * m  Monthly Income Unit Scheme with Extra 
M v 7 7 a v d & d i  w ~ ~ 1 9 8 6 P 1 5  Growth [MISG(7)], 1986 which was open 

f -1986mfid *%*me from October 1, 1986 to 'December 15, 

&%IT, 1987 (4- 1987) 3 &TJfFf 
1986 aggregated Rs. 77 crores and under 
the Growing Income Unit Scheme 1987 

fa$ 1 0 0 ~ v d & d w 8 1 d ,  1987** (GIUS 1987) which was open for a period 
qd$d 3F@q&f;Md*l&@.w of two months from January 1, 1987 
&aq@ [ W ~ W P  (8) ]1987&qq aggregated-Rs. 100 crores. Sales under the 

~ s r m ~ ~ % & v k f ~ f % f ? 1 9 4  
Monthly Income Unit Scheme with Extra 

~~~~~~-~ 1 9 8 7 $ % R M  
Bonus and Growth [MISG(8)], 1987 which 
was open during April-May 1987 

T4eft1 aggregated Rs. 194 crores. 

4.20 The MISG(7) 1986 and MISG (8) 
1987, provide for 12 per cent annual 
dividend payable on monthly basis, a bonus 
dividend at  the end of the fourth year and 
minimum capital appreciation of 2 per cent. 
With a view to providing extra benefits 
offered by MISG (8) 1987, viz., bonus 
dividend and 2 per cent minimum growth 
on maturity, the unit holders under MIS (1) 
to MIS (5) were given option to convert 
their unit holdings into MISG (8) 1987. The 



TABLE 4.4 : SCHEME-WISE SALES AND REPURCHASES BY UTI 
(?Ff -To 
(July-June) 

(m d) (Rs. crores) 

mml miurn 
hi3 p: & (30 ~ d )  (h> m Sales Repurchases Outstanding Dividend 

Schemes (as on June 30) Rate 
(Per cent) 

1985-86 1986-87* 1985-86 1986-87' 1986 19 87* 1 986-87 

1964 
Unit Scheme 1964 319.4 149.1 50.8 27.3 1.284.9 1,406.7 16.00 

@IZ* 1971 ( @ Z ? ~ G % V ~ )  
Unit Scheme.lSn1 (ULlP) ' 40.5 f 55.3 f 7.6 8.6 144.4' 191.1 13.25 

rlrifef 4k - m a e n  
*mi* 1981 
CRTS 1981 

s r r ~ $ T Z h  1982 
Income Unit Scheme 1982 

a m * *  
(1,2, 3,4 *5) f f 

Monthly Income Unit 
Schemes . ( 1,2,3,4 & 5) f f 

* d 7 3 F T $ E h ,  1983 
Growth and Income Unit Scheme 1983 - - 0.2 0.3 13.0 12.7 10.00 

@ w m @ z ~  1983 
Capital Gains Unit Scheme 1983 270.6 317.1 1.0 $ 72.7 577.4 821.7 9.50. 

3719$Eh 1985 
Income Unit Scheme 1985 2 . 5 * +  3.1++ 0.1 0 0.1 $ 57.7 60.6 12.50 

~ d ; ~ ~ r W / % 3 F f @ Z & % l l  (6) 1986 
Monthly Income Unit Scheme with 
Growth (6) 1986 75.6 - - 0.7 $ 75.6 75 ..0 12.00 

$'V%?T3lFT@z*l986 
Growing Income Unit ~'cheme 1986 105.8 . 9 . 5 f +  - 0.2 105.8 115.1 12.50 

& & ~ 3 ~ m ~ f % k @ Z d % l J  1986 
Children's Gift Growth Fund Unit 18.7 36.7 - - ' 18.7 55.4 12.50 
Scheme 1986 ( 4enW) 
~ f % % @ ' Z h  1986 (Pro-rata) 
India Fund Unit Scheme 1986 - 139.5 - - - 139.5 2.50 

'W"R& f ? f s $ ~ k  1986 cs9rr2sr?) 
(Pro-rata ) 

Mutual Fund Unit Scheme 1986 - 150.4 - - - 150.4 8.00 
&fk$&??l91 ( q q F F f J  * ~ - % f i z % F i l  (7) 1986 (Pro-nta) 
Monthly Income Unit Scheme with 
Extra Growth (7) 1986 - 77.0 - - - 77.0 12.00 

(s f i i t ) ' (~ontd. )  
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TABLE 4.4 : SCHEME-WISE SALES AND REPURCHASES BY UTI(Conc1d.) 
(*f -3) 
(July-June) 

(*'m4) (RS. crores) 

+fm 
Schemes 

%nl mi?In 
f4a3 9;1: & (30 T*) (Jfhm) 
Sales Repurchases Outstanding Dividend 

(as on June 30) Rate 
(Per cent 

1985-86 1986-87' 1985-86 1986-87* 1986 1987* 198687' 

=jfk??h Wf@Z&Fil 1987 

Growing Income Unit Scheme 1987 - 99.7 - - - 99.7 12.50 

slmfiarhSijT**-9 mTym 
*W 'qf;n;?mr (8)  1987 (Pro-rata) 
Monthly Income Unit Scheme with 
Extra Bonus & Growth (8) 1987 - 194.3 - - - 347.5 @ 12.00 * 
Total 891.8 1,240.4 62.7 118.6 2,586.4 3,708.1 

* *I Provisional. 

+ ~ " ~ & m l 9 8 ~ - 8 6 ~ ? k R d @ k h ? l i l  

Salk effectedduring 1985-86 on clearance of objections. 

**  d ~ & i m o r 2 . 4 9 ~ ~ d M & J n s f i i r s i ~ d m ~ & i m ~ 4 M 4 ~ n f n m r F n 1  
Includes saleson account of reinvestment amounting toRs. 2.49 crores and salesrealised on clearance ot objection.; tor Rs. I lakh. 

++ mrmg;rftamtmwl 
Sales on account of dividend reinvestment. 

$ m n o f ~ ; j r ; ~ ~ ~ ~ l  
Premature withdrawal:. 

$ $w* ( I )  - 83, FWE&l (2) - 83, v~$QJ (3) - 84, ~ 3 3 r $ g  (4) - 85, & V e  (8) - 87 % q$7XW: 34.59 a 
.d. 24.18*m;? 32.51 *d, 23.79*&& 3 8 . 1 7 3 & Z d k ~ h f & K ! $ % 3 5 ! g r f i a r ~ %  I 
Excludes option for conversions to  the tune of Rs. 34.59crores, Rs. 24.18 crores, Rs. 32.5 1 croks, ~s.'23.79croresand Rs. 38.17' 
crores respectively under MIS(1)-83. MIS(2)-83, MlS(3)-84, MIS(4)-85,and:MIS(5)-85 to MISG(8)-87. 

f ~ m M * ~ * ~ ~ : f , * ~ u ~ s l f m & * & u ~ ~ m i m r f r - n ~ l  
Includes sales from reinvestment of dividend. initial contribution from new entrants and renewal contribution fro 111 
existing members. .I 

E f  ~ s r r s ~ ~ 1 & 2 - 1 9 8 3 i i , 3 - 1 9 8 4 ~ , 4 ~ s - i 9 8 s ~ ~ e ~ ~ b 1  

Monthly Income Unit Schemes 1 and 2 relate to  1983.3 to 19X4 and 4 and 5 t o  1985. 

@ (1 ' i i 5 ) 4 ~ *  ( 8 ) - 8 7 m  1 5 3 . 2 4 ~ ~ ~ & ~ ~ f @ % ~ ? R k F ~ l  
Includes option for conversions to  the tune of Rs. 153.24 crores from MIS (1 to 5)  t o  MISG(8)-87. 

'6m : & Source : Unit Trust of India. 



conversion was effected at a . premium 
varying from 2 per cent to 5 per cent 
depending upon the series of the scheme. 
Further, the benefit of bonus dividend 
available for MISG (7) and MISG (8) was 
extended to unitholders of MISG (6). 

4.21 The GIUS 1987 provides for 
increasing rate of dividend from 12.5 per 
cent to 14 per cent per annum in gddition 
to  a minimum of 2 per cent growth in 
capital on maturity. The dividend is 
payable at half-yearly rests or it can be 
cumulated on half-yearly basis as per the 
option of the investors. 

4.22 Dividends were stepped up during 
1986-87 in respect of all on-going schemes. 
For the main scheme-Unit Scheme 1964, 
the dividend was raised from 15.25 per 
cent to 16.00 per cent. Dividend rates for 
other on-going schemes were raised by 0.75 
percentage point. The dividend declared 
was 13.25 per cent for Unit Scheme 1971 
(Unit Linked Insurance Plan), 14.50 per 
cent for CRTS-81 and 9.50 per cent for 
CGS-83. A maiden dividend of 8 per cent 
(pro-rata) was declared on Mastershares. 

4.23 Aggregate unit capital of the Trust 
under all schemes rose substantially to 
Rs. 3,708 crores as on June 30, 1987 from 
Rs. 2,586 crores a year ago. As a result of 
the improved sales performance and 
growth in income, the total investible 
funds of the Trust rose from Rs. 3,218 
crores at  the end of June 1986 to Rs. 4,480 
crores at  the end of June 1987 showing an 
increase of Rs. 1,262 crores over the year- 
the highest on record so far. Out of total 
investible funds as on June 30, 1987, 
Rs. 623 crores (13.9 per cent) were 
invested in equity shares, Rs. 10 crores 
(0.2 per cent) in preference shares, 
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Rs. 1,761 crores (39.3 per cent) in 
debentures and the balance of Rs. 2,086 
crores (46.6 per cent) in advance deposits 
against investment commitments, 
unsecured short-term deposits, bridge 
finance, application money, advance call 
deposits and other investments with banks 
and Government securities. 

Deposit Insurance and Credit 
Guarantee Corpontion 

4.24 The Deposit Insurance and Credit 
Guarantee Corporation (DICGC) made 
significant progress in fulfilling its twin 
objectives of giving insurance protection to 
small depositors in banks and providing 
guarantee support to credit facilities 
extended by eligible credit institutions to 
certain categories of small borrowers 
particularly those belonging to weaker and 
neglected sections of the society as also to 
small-scale industrial units. 

Deposit Insurance Function 

4.25 The number of insured banks 
increased froml,85las on June 30, 1986 to 
1,887 by the end of June' 1987, comprising 
83 commercial banks, 194 regional rural 
banks and 1,610 co-operative banks: By 
the end of June 1987, the scheme covered 
co-operative banks in 16 States, viz., 
Andhra Pradesh, Goa, Gujarat, Haryana, 
Himachal Pradesh, Jammu and Kashmir, 
Karnataka, Kerala, Madhya Pradesh, 
Maharashtra, Orissa, Raj asthan, Tamil 
Nadu, Tripura, Uttar Pradesh and West 
Bengal and three Union Territories viz. 
Delhi, Daman and Diu and Pondicherry . 
4.26 The limit of insurance cover and the 
rate of insurance premium 'remained 
unchanged at Rs. 30,000 per depositor per 
bank (in the same right and capacity) and 
a t  4 paise per Rs. 100 per annurn, 
respectively. m e  amount of assessable 
deposits increased from Rs. 76,517 crores 



at the end of June 1985 to Rs. 86,214 
crores at the end of June 1986. The insured 
deposits also rose from Rs. 56,211 crores 
to Rs. 62,878 crores during the same 
period forming 72.9 per cent of the total 
assessable deposits. Consequently the 
premium income rose from Rs. 33.9 crores 
to Rs. 43 crores, raising the Deposit 
Insurance Fund over the calendar year 
1986 by Rs. 35.4 crores to Rs. 283.8 
crores. The Fund now constitutes 0.33 per 
cent of the total assessable deposits and 
0.45 per cent of the aggregate insured 
deposits. 

4.27 As at the end of June 1986, fully 
protected accounts formed 98 per cent of 
the total number of deposit accounts. The 
total amount of deposit insurance claims 
paid and provided for since, inception of 
the scheme upto. the end of June 1987 in 
respect of 16 each of commercial and 
co-operative banks aggregated Rs. 12.8 
crores and Rs. 2.5 crores, respectively. 
The Corporation has received from the 
commercial and co-operative banks a sum 
of Rs. 1.3 crores towards repayment. 

Credit Guarantee Function 

Schemes relating to small borrowers 

4.28 As at the end of June 1987,263 banks 
(i.e. 71 commercial banks and 192 RRBs) 
were participating in the Corporation's 
Small Loans Guarantee Scheme, 1971. The 
number of financial corporations including 
SIDCs participating in the Small Loans (Fi- 
nancial Corporations) Guarantee Scheme, 
1971 remained unchanged at 20, while the 
number of credit' institutions participating 
in the Service Co-operatives Guarantee 
Scheme, 1971 stood at 175. The participants 
in the small loans (cwperative banks) 
Guarantee Scheme, 1984 increased from 31 
to 77 during the year ended June 1987. 
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4.29 The total amount of advances 
guaranteed under these schemes increased 
from Rs. 10,446 crores to Rs. 10,978 
crores during the year ended June 1987 

* recording a rise of 5. t per cent (Table 4.5). 
The Small Loans Guarantee Scheme, 1971 
in which commercial banks and regional 
rural banks are participating, continued to 
account for b,ulk of the total guaranteed 
advances at 99 per cent. Advances to 
farmers and agriculturists continue to 
account for more than half of the 
guaranteed advances to small borrowers 
forming 57.5 per cent thereof, followed by 
credit to transp~rt operators (15.8 per 
cent), retail traders (11.3 per cent), 
professional and self-employed persons 
(6.3 per cent), business enterprises 
(6.6 per cent) and the residual category of 
borrowers under D M  scheme (2.4 per cent). 

4.30 Credit guarantee claims preferred 
during 1986-87 (July-June) were 8.52 lakhs 
for Rs. 199 crores. Claims received since 
inception of the schemes till the end of 
June 1987 were 23.84 lakhs for Rs. 542 
crores, and formed 4.9 per cent of the total 
guaranteed advances of Rs. 10,978' crores 
at the end of June 1987. During the year 
6.94 lakh claims for Rs. 170 crores were 
disposed, the cumulative position of claims 
disposed of since inception of the schemes 
being 21.19 lakh claims for Rs. 457 crores. 

Schemes relating to small-scale industries 

4.31 The number of institutions 
participating in the Corporation's Small 
Loans (SSI) Guarantee Scheme, 1981 rose 
from 462 to 486 during the year ended June 
1987, comprising 69 commercial banks, 152 
regional rural banks, 14 state financial 
corporations, 8 other state development 
agencies and 243 co-operative banks. 'The 
total guaranteed advances to  small-scale 
industries rose from Rs. 7,497 crores at the 
end of June 1986 to Rs. 7,738 crores at the 



~ 4 . 5 : % h & ? l & ~ i h T % % h % ? ~ ~ %  maift. 
TABLE 4.5 : SECTOR-WISE DETAILS OF DICGC'S GUARANTEED ADVANCES 

(* d) '(~s.crores) 

* / 3 ~ f 4  4 bit pd;*;ffism 
Scheme/Categoryof borrowers As at the end of June 

1972 1985 1986 1987 

u. & m R d  
A. Small Borrowers 

I. FFJSPlM&Sll, 1971 
Small Loans Guarantee Scheme, 1971 

@ismaw* 
Farmers and Agriculturists 

Transport Operators 

w- 
Retail Traders 

-mdapnmWha=&a 
Professional and Self-employed persons 

&rms 
Business Enterprises 

*m-c(**ti. 

3d3if**M 
Residual categoryof borrowers under DRI scheme 

11. -3FJI (fgnits m) lrriif .7hjm, 1971 
Small Loans (Financial Corporations) 
Guarantee Scheme, 1971 

m- 
Transport Operators 

Business Enterprises 

111. h, 1971 

Service Cooperative Societies 
Guarantee Scheme. 1971 

rv. Fqm (m*) Vta 
.rh.;im, 1984 
Small b a n s  (Co-q~raHve Banks) 
Guarantee !j&mc, 1984 

mm 
Transport Operators 

Retail Traders - 4.5 5.5 7.7 
(0.1 ) (0.1) (0.1) 

(*) Conld. .. . . a  



Report on Trend and Progress of Banking in India : 198687 

. , 
TABLE 4.5 : SECTOR-WISE DETAILS OF DICGC'S GUARANTEED ADVANCES (Concld.) 

(.ii;hs &) (Rs. crores) 

; in;rr/3mfj i izr;t  h a  
SchemeICategory of borrowers 

~ & * 4 f r n  
'As at the end of June 

~&~~ 
Professional and Self-employed persons 

*m 
Business Enterprises 

4s I + 11 + 111 + IV 
Total 1 $*I1 + I11 + IV W.4 8,923.0 10,446.0 10,977.6' 

sn. ~ ~ 3 d  (100.0) (100.0) (100.0) (100.0) 

B. SS1 Borrowers 

7 Q  WI (m-jdm) h, 1981 

Small Loans (Small-Scale Industries) 
Guarantee Scheme, 1981 

*&*mq*mi 
All SSI units including cottage' industries . 5,843.7 7,497.3 7i738.0 

-ypqTm 

Nil or negligibk 

m : +ditm*37-&*~amm?mWtl 
Note : Figures ih brackets are percentages to total. 0 

i-m : i%T7*3?Rmvretm1 
'Source : Deposit Insurance & Credit Guarantee Corporation. 



end of June 1987 recording a rise of 3.2 per 
cent over the year. 

4.32 During the year 39,895 claims f o r  
Rs. 116.5 crores were received under the 
Corporation's scheme for small-scale 
industries and 34,637 claims for Rs. 61.9 
crores were disposed of. The total receipt 
and disposal since inception of the scheme 
till June 1987 were 107,936 claims for 
Rs. 333.6 crores and 92,198 claims for 
Rsl 150.7 crores, respectively. 

4.33 Under the Government's earlier 
scheme for small-scale industries, which was 
cancelled at the end of March 1981, the 
DICGC has been acting as an agent of the 
Government of India for the discharge of 
residual functions. The Corporation, in 
addition to taking over 30,826 claims for 
Rs. 98.2 crores as on April 1, 1981 had 
received 53,589 claims for Rs. 1 17.4 
crores till the end of June 1987. The 
disposal since the inception of the scheme 
till June 1987 was 82,461 claims for 
Rs. 191.6 crores. 

4.34 With a view to increasing the 
operational efficiency and to speed up the 
settlement of the ever increasing inflow of 
claims, the Corporation has been constan- 
tly reviewing, streamlining and simplify- 
ing procedures. Towards this end, the 
Corporation has computerised all non- 
industrial claims, thus bringing down the 
time-lag between receipt and disposal of 
claims to 10-12 weeks. The computerisa- 
tion of lower value SSI claims and the re- 
ceipt of claims on magnetic tapes from cre- 
dit institutions are other measures under 
active consideration of the Corporation. 
An expert committee has also been con- 
stituted to review in detail the various 
schemes operated by the Corporation and 
to make recommendations for further ini- 
provements in its working. 
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Export - Import Bank of India 

4.36 d & h ,  i%%%'~dl&f$hT*& 

& ~ & 6 ? 5 6 2 & T J $ i ~ ~ 3  

f%3?ld*&~r 27.4 ? l h ? R # = @ d $ l  

(m 4.6)l 524 3 me- 
w * 37 .5  nmsm $ * q?Th %I * 
T R f ? ? $ & ~ $ 7 6 . 3 d l $ 3 d $ ~ 1  

i h - ~ ~ ~ 3 w 3 9 . 6 T ? k & & $ ~  

Tmfmid=#~r- 1986%a4Weidiaw 

ih-iw~ r m ~ m  4 m m: 644 + mils 
sihsrs*d~itwbiWdzmm 
554 *& 7 e ~ [ 4 6 6 T & d  @ I  

4.35 During 1986, the inter-institutional 
Working Group which functions under the 
auspices of the Exim Bank approved 151 
export bids valued at Rs. 1,540 crores for 
supply, construction, turnkey, and 
consultancy projects. Commitments-in- 
principle for export bids for enlarged scope 
of work on on-going projects, amounting . 
to  Rs. 349 crores of funded assistance and 
Rs. 179 crores of non-funded assistance 
were made during the year. Out of the 
projects where Exim Bank made in- 
principle commitments in 1986 and earlier; 
68 contracts worth Rs. 640 crores were 
secured by Indian exporters during the 
year. These contracts consisted of 
construction projects (valued at Rs: 354 
crores), turnkey projects (Rs. 141 crores), 
supply contracts (Rs. 112 crores) and 
consultancy contracts (Rs. 30 crores). 
While the value of export contracts 
secured during the year rose by 84 per cent 
and the value of construction contracts, 
tumkey projects, and supply contracts by 
139 per cent, 110 per cent and 38 per cent, 
respectively, that of consultancy contracts 
decreased by 40 per cent, over the previous 
year. 

4.36 Exim Bank sanctioned Rs: 562 
crores during the year under various 
programmes of funded assistance showing 
an increase of 27.4 per cent over the 
previous year (Table 4.6). Utilisation of 
funded assistance a t  Rs. 524 crores showed 
a rise of 37.5 per cent. It sanctioned 
non-funded assistance in the form of 
guarantees worth Rs. .76.3. crores and 
issued guarantees valued at Rs. 39.6 
crores. Outstandings a t  the end of 
December 1986 under funded and 
non-funded assistance stood at Rs. 644 
crores and Rs. 529 crores respectively, as 
against Rs. 554 crores and Rs. 466 crores a 
year ago. 



TABLE 4.6 : OPERATIONS OFEXPORT-IMPORTBANK OF INDIA 
(rn-rn) 

(January-December) (e m;?) (Rs. crores) 
- 

1985 1986 

a&*** &$mi xh mm d$ni a4h m 

Lending Programmes Sanctions Utifisations Outsiandings Sanctions Utilisations Outstandings 

1 2 3 4 5 6 

(sr) Waa 
A. Funded 

h m  
Buyer's Credit 

msf8?iits- 
Direct Financial Assistance 

fssm-~w 
Export Bills Rediscounting 

fivmm@%l 
Export Credit Refinance 

fivWrn*Mh 
Finance for Export Oriented Units 

m m  
Lines of Credit 

r n * M  
Overseas Investment Finance 

-= 
Pre-shipment Credit 

~:m#*bTbtit* 
Relending Facility 

-!I*kfiT-v?M 
Small-Scale I n d u s q  Export Bills Re-discounting 50.0 42.7 42.7 -189.0 189.0 50.0 

~~;9waamm* 
Other Funded Assistance* . 0.9 0.7 0.7 0.6 0 .1  0.1 * 
Total 441.2 381.3 554.4 562.1 524.1 60.8 

(Jn) *m@ 
B. Non-Funded @ 73.2 68.3 @ @ 466.1 76.3 39.6@@ 529.0 

f;rcrfirph=?if$mmm*sgiraprrm;im~ 
Sanction and utilisation of import loans for export purposes. 

@ $ - f - r f i r a ; m r n t ~ ; ~ % f t d 2 1  
Non-funded assistance is given in the form of guarantees. 

@@rjna+;rTm?*l 
Guarantees issued. 

m: iFfa;~rair*/ a(cTh?%.cms. ; fqm~+F; t *&~&r i j l fmr , *Jmmp4; i rnJsr*  
?dif*sarFcit% ( ~ ~ t ~ 1 )  

Note : All sanctions, utilisations and outstanding amounts in foreign currency have been converted into rupees using 
the exchange rate prevailing at the time of sanction/utilisation and in the  case of outstandings at  the end of the year. 

TiR : WFhh-4h-31111il%l 

Source : Export-Import Bank of India. 
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4.37 i M W f M m 4 4 ~ % ~ *  4.37 Construction projects accounted for 

~ r n 4 3 ~ 4 1 ~ i ~ p n ~ ~ n ~  about 43 per cent of funded sanctions.* 

f jn~w*mm~l?s l$3121 
Major categories of capital and 
engineering goods for which assistance was 

imah7*3:-~-*ssit;iif,tr?d; sanctioned included textile machinery, 
~ , ~ ~ ~ ~ * $ f , d & ~  railway rolling stock, commercial vehicles. 

~ , ~ h ~ ~ & h ,  bicycle parts, cement plant machinery, 

~ F m ; i i * ~ , ~ z n m a p r r ~  
machine tools, diesel engines and pumps, 
auto components, power generation and 

* m P ? J r l * ' t l ~ a i 3 M %  distribution eaui~ment. In the case of 
1 1  

* * 8 8 ! 7 h I 7 9 ;  m - 3 ~  non-funded assistance, construction 
3 a m a ~ f 3 n v k h 3 ~ ~ ~  projects accounted for. 88 per cent of 
?ilfjm $1 sanctions; other beneficiaries included 

projects in the field of power generation 
and distribution. 

4.38 Region-wise, the largest share of 
funded assistance sanctioned* during 19% 
was for exports to West Asia (51 per cent), 
followed by SubSaharan Africa (18 per 
cent), Americas (16 per cent), and North 
Africa (12 per cent). Funded Assistance 
was. utilised* mainly for exports to West 
Asia (39 per cent); this was followed by 
Sub-Saharan Africa (35 per cent), South 
Asia (14 per cent) and North Africa (7 per 
cent). The bulk of non-'funded assistancei - 
was sanctioned and issued for projects in' 
West Asia (93 per cent). 

4.39 ~ % ? ~ 1 9 8 6 $ ~ ~ ~ r & @ ~ q ~  4.39 The Exim Bank introduced in June 

h f ; r f q m F 5 + i ~ i  W ~ M I ~  1986 a new programme of assistance called 

mkma;%Mem3%&f the Export Marketing Fund (EMF). Under 

h * p j t d ~ $ ) * ~ ~ i ~ i i ~ g l  
this programme, finance is available to 
Indian companies for undertaking export 

XIl%l ~~~~d~~~ marketing activities. Such finance covers 
a S O * ~ ~ % $ ~ U % I $ ~  upto 50 per cent of total cost incurred 

*h&**%m&m*h$rn& * In the region-wise and industry-wise analysis, pre- 
~ $ ~ ~ * * ~ ~ & h ~ i f m n m S m f i g h  shipment credit and bills rediscounting are excluded 
~ ~ ~ ~ ~ ~ * % ~ ~ ~ ~ f 8 ; s r m  from sanctions and utilisations, 100% export oriented 
a ~ ~ & M & t ~ e i t d t ~ ~ f & + m ~ ~ ~ m  units and units located in export processing zones are 
~ ~ G T r m f i T F l ~ h f $ ; m ~ ~  excluded from the region-wise analysis, and in the 

industry-wise analysis lines of credit are excluded from 
sanctions because of conceptual and data-related 
reasons. 



on eligible export-marketing .activities. 
Disbursals are in the form of grant. EMF is 
a component of World Bank loan of US 
$ 250 million to India for promotion of a 
select group of engineering export products 
in developed country markets. The 
Government of India has designated the 
Exim Bank as the agency to manage EMF. 
The programme covers activities like desk 
research, minor product adaptation, 
overseas travel, product inspection 
services, training, establishing overseas 
operations, and travel to India by buyers 
overseas. Major categories of engineering 
export products, covered under the EMF 
programme are: light engineering goods 
comprising castings, forgings, industrial 
valves, auto components, diesel engines, 
pumps, electric motors, starters and hand 
tools; consumer durables like bicycles and 
scooters; capital goods such as commercial 
vehicles, chemical plants, machine tools; 
and computer software. During 1986, 
Exim Bank sanctioned Rs. 78 lakhs under 
the programme of which Rs. 3.4 lakhs 
were utilised. 

4.40 It concluded an agency credit line of 
US $ 15 million with International Finance 
Corporation (IFC) under which financial 
assistance by way of foreign currency term 
loans is available to private sector small 
and medium enterprises in the country for 
investment in plant and machinery, 
product and process know-how to creatc 
and enhance export capabilities. Exim 
Bank provides rupee term loans on 
matching basis to assisted enterprises. This 
is the first ever agency line of credit from 
IFC to an Indian financial institution. 
Marketing of this credit line began in 
November 1986. 

4.41 It also tapped during the year thc 
sterling market for raising the equivalent ot 
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US S 55 million through a swap related 
mechanism. It raised a fixed interest rate 
sterling loan and simultaneously swapped 
it into a tloating rate dollar liability which 
enabled it t o  obtain tloating rate doll,ar 
funds at sub-LIBOR (~ondor i  Inter-Bank 
Offered Rate) pricing. 

State Financial Corporations 

4.42 Total assistance sanctioned by State 
Financial Corporations (SFCs) rose by 
22.4 per cent to Rs. 1235 crores during the 
year ended March 1987. Disbursals 
aggregated Rs. 7% crores, recording a rise 
of 29.5 per cent over 1985-86. Loans out- 
standing in respect of all SFCs as at the end 
of March 1987 stood at Rs. 2,853 crores as 
compared with Rs. 2,545 crores a year 
ago. Details of operations of SFCs are 
given in Table 1.7. 

TABLE 4.7 : OPERATIONS OF STATE 
FINANCIAL CORPORATIONS 

(April-March) 

1985-86@ 1986-87@ 

Assistance sanctioned 1,009.1* 1,235.2 
Assistance disbursed 608.5' 788.0 
Loans outstanding as at 
the end of March 2,544.9 2,852.8 

@ Provisional 

* Revised -. "* 
Source : Industrial ~ e v e l ~ ~ ~ ~ k ~ $ i { i k  of 
India. -.*, ; -. 


