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CHAPTER1
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 (11.4 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 previous 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 higherrise in
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absolute terms but the rate of growth was
lower: deposits increased by Rs_.15,517
crores or 16.9 per cent, as agaimnst an
increase of Rs.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
Rs.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 lower: bank credit which expanded by.
Rs. 6,308 crores or by 12.4 per cent in
1985-86 increased by Rs.6,524 crores 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 decline of Rs.354
crores in the previous year. The sharp de-
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cline in food credit was due to the return
flow of funds from the Food Corporation of
India to the banking system following the
soft loan made available by the Govern-
ment of India to the FCI. The relative
share of food credit has declined over the
last two years; food credit as percentage of
total bank credit declined significantly
from 13.3 per cent at end-June 1985 to
11.2 per cent at end—June 1986 and further
to 7.8 per cent by end-June 1987. Non-
food credit, however, showed a larger rise
of Rs.7,978 crores in 198687 as against
Rs.6,662 crores in 1985-86; in percentage
terms also the expansion at 15.7 per cent
was marginally 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
there 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
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immobilising a part of the excess liquidity.
The second instalment of cash balances of
Rs.248 crores lying impounded with the
RBI under incremental cash reserve ratio
requirements which was to be released in
January 1987 was postponed initially and
subsequently rescinded in March 1987 due
to the comfortable resource position of

banks.

1.7 With a view to imparting a measure
of flexibility and manoeuvrability in
liquidity management by the banks, “182
Days Treasury Bill” Refinance Facility
was introduced in April 1987.

1.8 A downward adjustment of the
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 [oss 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

were made in the structure of lending and -
deposits rates in April 1987. All lending

_rates of banks above 15.0 per cent were

reduced by one percentage point with a
view to lowering the cost of credit to the
borrowers. The changes made in.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 15:5%

3. 16.5% fixed 15.5%fixed.
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1.9 The deposit ratc 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 maximum 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. /

1.10 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) reduction in the effective interest rate.
for bills discounting on behalf of
borrowers inthehighest 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 business;
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iii) fixing a time scale for gradual
substitution of bills for cash credit
limits in case of Credit Authorisation

Scheme 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 improving the
functional efficiency of rural branches,
banks were advised 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 or
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 and/or 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 -
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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. Advances to weaker sections
at end-December 1986 formed 10.3 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,

- the 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-Junc 1986. As against the
target of 60.0 per cent fixed for the public
sector banks in respect of rural and semi-
urban branches separately, the CD ratio at
end-December 1986 for rural branches was
60.5 per cent and for semi-urban branches
51.3 per cent. '

1.17 Addressing the concerns that
emerged in respect of the overseas
operations of public sector banks in the
last - two/three 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

from the beginning of January/February
1987. This brought down the number of
Indian banks having offices abroad 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
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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 be paid. In this context,
commercial banks as well as governments,
especially at the state level must strive to
creatc 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.
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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 (11.4 per cent) in 1986-87
as against Rs.6,308 crores (12.4 per cent)
in 1985-86. The growth rate, howe_:ver, 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 include 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.

~

~ Trends in Deposits and Credit

Aggregate Deposits

2.3 The growth rate of aggregate
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 crores 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 of 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 corresponding quarters

- of the previous year, the growth rates
& frweh et & SR i ot svaf S during July-September 1986 and again in
1986 3 7.5 WfawT F g LR Elf-?x HET April-June 1987 were lower; the
4.5 gfqerg o | - 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. -
For s § qfyg
Growth in Aggregate Deposits
1985-86 ' 1986-87
famme) . ¥ (F Tl H) Fewmfom TR H)  ofg 7 Tew
Quarter "Amount Percentage Amount Percentage -
: (Rs.crores) growth (Rs.crores) growth
July-September +1,720 +2.2 +1,426 “+16
- October-December +6,662 +8.5 +8,645 +9.3
d-a |
January-March -53 -0.1 +845 - +0.8
et~ -
April-June _ +6,424 +7.5 +4,601 +4.5
Fo (FenE-Sp) L
" Total (July-June) +14,753 +19.1 +15,517 +16.9




v 1 4% 2 wafr T g R : 1986-87

14
TROR 2.1 : ST afvreg bl & SRS
5 . NKS’ DATA ‘
TABLE 2.1 : SCHEDULED COMMERCIAL BA (st 9% (R crores)
v o
® P el A T % @ WA
Items Outstanding as on Variations during the year
S S &
June 28, June 27, June 26, »
1985 - 1986 1987@ 1985-86 1986-87
1 : 2 3 4 5
1. T sl , ’ ‘ :
Aggregate Deposits’ : 77,075 91,828 1,07,345 +14,753 +15,517
: . {+19.1) (+16.9)
() wim sy '
A) Demand Deposits . 15,039 16,993 - 19,383 +1,954 +2,390
- (+13.0) (+14.1)
(B@)) '?:Tnae Deposits 62,036 - 74,835 87,962 +12,799 +13,127
‘ (+20.6)  (+17.5)
2. o % B/ .
Total Bank Credit 50,921 57,229 63,753 +6,308  +6,524
' : (+12.4) (+11.4)
(CORCI:EA v .
A) Food Credit ) 6,765 6,411 4,957 —354 ~1,454
(@) TE®R *I , ‘
B) Non-food Credit | : 44,156 50,818 58,796 +6,662 +7.978
‘ (+151)  (+15.7)
3. f@w _ ' '
Investments o 27,252 33,079 40,387 +5,827 +7,308
(+21.4) (+22.1)
(%) et sioyfmi e -
"A) Government Securities s 17,467 20,896 26,093 +3,429 +5,197
(@) 379 sy SRy : . .
" B) Other approved Securities ) 9,785 12,183 14,294 +2,398 +2,111
4. wa ¥ = au fed 4% $ o v ol '
- Cash-in-hand and Balances with RBI 12,305 14,455 18,053 +2,150 - 43,598
- (%) g H
A) Cash-in-hand 1,419 1,515 1,481 +96 ~34
(=) figd 35 & g v i ' '
B) Balances with RBI 10,886 ° 12,940 16,572 +2,054 +3932
5. fod 3% 9 fad W 3w ’
Borrowings from RBI 1,863 544 1,136 -1,319 +592
6. RS SFTA
Credit-Deposit Ratio 66.1 623 59.4
7. QR -5 S
Non-food Credit-Deposit Ratio - 573 55.3 54.8
8. FAv-sm aER
Investment-Deposit Ratio ) 354 36.0 37.6
@ : sifvr w9 3§ g

: Partially revised.
ool : g F 73 v it R ad 7 g A s afg it 4
Note : Figures in brackets indicate percentage increase over the previous year,
Wit : welta foed & e, 193 B9 42 (2) & stk s et |
Source : Returns received under Scction 42 (2) of the RBI Act, 1934,
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T it o, s W e SEOirl % Av §
guR Rerfird go o | fred &l & 1,954 W
T (13.0 Yfoww) H gem H W ad wm
SIS § 2,390 g F9 (14.1 ARRE) @
N af g oft a7 W iR e QA € w9
e off | Ty 1985-86 & 12,799 g 9l
T g ® T w9 H Had swie sl
A9fq 13,127 TS T off sfrva &0 H Sfagw
et =d % 20.6 v SR go H g ad 17.5
yfoerd @1 -

2.6 WM AR d) SERRE § usas &
frEl afm & 2 18 16 W &
el # 7w e € e ogEl R
(STRERREeR) & R W w1 SAWEE ¥
TR g Iitafem 5 § o frow o @ qorie
ey % e g afg ;N qee § ok fud
(The-) % QA e Firee uftefim &
fopg frset ond =t e fonfedl <t qa d, 59
o et <R el e % R A @ @ W
fiae frdier ot | fiee ad = qem |, 3@
ad = yeet ol (ems-faden) oIk : Sifm

2.4 Ananalysis of the 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 crores (9.1 per cent) as compared
with Rs.6,754 crores (8.5 per cent) in the
1985-86 busy season.

Growth in Demand and Time Deposits

2.5 Componeni-wise analysis of deposit
growth during 1986-87 {July-June) reveals
that while there was a deceleration 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 (14.1 per cent) was higher
both in absolute and percentage terms
than that of Rs.1,954 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 1985-86, in
percentage terms 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 the 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 year. During the first and third
quarters, however, demand deposits
witnessed a decline though to a lesser
extent than those in the corresponding
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7 3 sftand} swrafyEi e
" Demand and Time Deposits (Rs.crores)
iy T & o o) e Ao
- fmd - Growth in demand deposits Growth in time depnsits
Quarter . 1985-86 1986-87 1985-86 1986-87
July-September —837 -76 . . 42,557 | v+1,502
October-December +1,950 +2,778 +4,712 +5,867
TAEQ-A :
January-March -540 ~461 '+487 +1,306
I o _ _ ,
April-June - : +1,381 +149 +5,043 +4452
<iTg. (FEE-S) 3
Total (July-June) +1,954 +2,390 +12,799 - +13,127 .
ﬁﬂl’é’f m m W quarters of the previous year. ‘The growth
i i Q’@ :-HEI bl in time deposits was lower in the first
o ' quarter (July-September) and again in the

maﬁaqﬁm’f

2.7 1986-87 (W—qg)%‘&m%mﬁf |
& 6,524 Tg T H afig, fowdt af % 6,308

g T I gor H STERd St ot | R

11.4 sfow S gfg ® 124 R A FERY
maﬁlmmﬁmaﬁ%smmm o

Fge # 1,450 R TR ogAw w0

R 9@ D e P, Sy
G ¥ SR T § U O B gua

& foY R R B IR I W RO I
WA % TRomEET YR @ e Y R

) e g e R RS d % 6,662
g T (15.1 ST F e § TR =0T
% i 3k fver A1 e % 7,978 R T
(15.7 Sfowrd) & 9l gfg faens vt 57 -

1987%mwﬁm-mams94

nﬁmwm@aﬁtﬁa‘émézs

Sifereret o |

~ last

quarter, as compared with the

preceding year.

Trends in Credit
2.7 The expansxon in bank credit during -
1986-87 (J uly-June) at Rs.6,524 crores was

~higher in absolute terms than that of

Rs.6,308 crores-in the previous year;but

- the growth rate at 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..
" Rs.7,978 crores (15.7 per cent) was larger

Non-food credit expansion by

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 Investments of scheduled commer-
cial banks recorded a substannally
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 Accommeodation

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 interest rate.on Reserve °
Bank’s export credit refinance to
scheduled commercial banks was reduced_.
from 10 per cent to 9 per cent in August
1986 so that the margin between the

- effective return to banks and the refinance

rate remained unimpaired.
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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 reporting 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
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reporting Friday of March 1986 was Rs.50
crores. Between July 1, 1986 and February
13, 1987 banks did not have any limits
under this facility. The maximum amount
of stand-by 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
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to scheduled commercial banks (excluding
special refinance against shipping loans
and duty "drawback) which stood at
Rs.1,293 crores as on June 20, 1986 came
down to a relatively low level of Rs.402
crores by September 12, 1986. As on June
19, 1987, the total refinance limits
aggregated Rs.1,847 crores of which

"Rs.343 crores or 18.6 per cent were

utilised (Table 2.2).

AR - 2.2 wreta fiwd de g ergfoa arfirea dal @ o wear

TABLE 2.2 : RBI ACCOMMODATION TO SCHEDULED COMMERCIAL BANKS

(Fg T) (Rs. crores)

T Fo firater A il ST e frrad e Fa T
et T Food Credit Refinance Export Credit Refinance Stand-by RefinanceA Discretionary Refinance Total Refinance
& siftm ypFaR A - )

Ason the W Lo i T THEA it A A T
last reporting Limit Qutstanding = Limit Outstanding Limit Outstanding Limit Outstanding Limit Outstanding
Friday y

| 2 3 4 6 7 8 9 10

S 1986

X “June 1986 736.1 33.6 / 510.4 68.6 — 46.0 1.0 1,292.5 103.2
I 1987
June 1987 — — 1,372.4 3434 — , 3894 — 1,846.8@ 343.4

* QaeeH Y SR Yok Al W B iy 9 Bigaw

Excluding special refinance against shipping loans and duty drawback.

@ 35 #z T A Py @ F G § 182 B F T e B e

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

B : T ST e, SR R S
Source : Credit Planning Cell, RBI.
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Developments in Credit Policy
Overall Approach

2.16 In view of the large increase in the
volume of reserve money and .qverall
liquidity during the past three years, it was
considered essential_to_pursue a _cautious
credit policy to_avoid a resurgence of
inflation uring . 1986-87. Reserve
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requlrements continued to be a major
instrument of policy with special emphasis
on effectlve ‘maintenance of the statutory
liquidity ratioc (SLR) on 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
measures_were taken to slow down the
paw _monetary. expansion. “Reserve
requirements, both SLR 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 )’
in 1986-87 was higher than in the previous
year, these measures moderated the pace
of monetary expansion.

2.17 A major policy response during the
year related to the lowering of interest
rates. With a view to reducing the cost of
money and .to_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
inflation rate in recent years has been well
below those of 1979-81 in response to
which rates of interest had been raised
sharply. The inflation 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 _considered.. high, particularly the
maximum lending rate of banks' and

_ accordingly, the process of a gradual

reduction in the m§x1mum lending rate

;‘whxch was undertaken “in_April 1983 and
April 1985 was carned further in April

1987. For the first time, a ‘co-ordinated
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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 ratianalisation of selective
credit_contrels-undertaken 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
ratjonalised, in March 1986;  further
reductions.were.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)

NRE rates
FCNR rates effective
effective from from
Maturity May September May
5,1986 8,1986 27,1985
15 days to 45 days 3.0 3.0 3.0
46 days to 90 days 4.0 4.0 4.0
91 days to less than 6.5 6.5 6.5
6 months
6 months to less than 8.0 7.5 8.0
1 year .
1 year and above but 8.5 80 105
below 2 years ‘
2 years and above but 9.0 8.5 11.0
below 3 years
3 years and above but  10.0* 9.0* 12.0
below 5 years
5 years and above 13.0

* 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 tO 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
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1985. Thus, an amount of Rs.992 crores
had remained impounded with the
Reserve Bank. With a view to
supplementing banks’ resources to meet
the anticipated increase in credit
requirements during the busy season, it
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
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 mionthly 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.

January/February 1987
2.27 As announced in October 1986,

*With effect from October 8, 1986, rediscounted treasury bills held
with the 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.
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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 1937.
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 Bank'indicated that
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
(11.0 per cent) in the previous year. In the
light of the monetary and credit

*Reserve Money minus [net foreign exchange assets of RB1+
banks’ balances with RBI + other deposits with RBI}.

-
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developments and expectations of
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 alsobe 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 expected to 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
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of scheduled commercial banks prescribed
at levels above '15 per cent were reduced
by one percentage-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. The changes made are as

follows: (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 ratesds-intended-to-provide relief
toa vgiﬁcjg‘gpgg;r‘um 1 of borrowers including
medium and large industry in public and
private sectors and certain categories of
borrowers in  small-scale  industry,
agriculture, trade and public procurement/
distribution agencies. The lending rates for
categories, which already have a
significant element of concessionality 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.
The shortening of the maturity structure,
with the maximum deposit rates being paid

.on 2-year deposits instead of S-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 NRE accounts) is sct out in
Table 2.4.

Table 2.4: Interest Rates on Deposits
. (Per cent per annum)

Maturity Effective Effective
upto March  April 1.
31, 1987 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 85 9.0
than 2 years
2 years and above but less 9.0
than 3 years
3 years and above but less 10.0 10.0*
than 5 years
5 years and above 11.0

*Rate applicable to 2 years and above.
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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 crores
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 Ratesof  Shortfal  Ratesof
during a interest during a interest
fortnight as payableon fortnight as payable on
per centof theamount percentof theamount
the required abovethe the required above the
CRRtobe statutory CRRtobe statutory
maintained minimum of maintained minimum of
(uptoand 3% actuaily (uptoand 3% actually
in¢lusive of) maintained inclusive of) maintained

(per cent) ' (per cent)

0 10.50 0 1050
0.5 10.00 0.5 10.25
1.0 875 1.0 10.00
1.5 5.25 1.5 9.50
2.0 2.50 - 20 8.75
2.5 1.75

3.0 0.50 3.0 6.50
Over 3.0 0 35 5.00
. 4.0 3.00

4.5 1.25

5.0 0.50

Over 5.0 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 inrespect 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
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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 £233.3 million at
end—June 1986 to £ 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 Alcs  (Rs. currency  crores
("000)  crores) . (Million)

June 1927 03672 U.K.£233.3 444

1986 ’ US $ 1690.5 2086

June 2141* 4435* U.K.£218.3 452

1987 US §$2483.3 3186

*Provisional.
Source: Exchange Control Department, RBI.



Report on Trend and Progress of Bankingin India : 1986-87 33

TR ¥ s

239 foa @ auf & samTs w0 f )
T aftfered qof amn T & i et 59 SER ¥
T o T # 1 R e R ¥ ame & e )
foft 3k T 9 SaR-TeE STEe W@, 3
e ® ot FrEel 9 e W R TR
I &% S TR HOT I H uget
311 1987 A 9 uRedT 9 fRd T IO F 'R

¥ T T qua S Sfies den TR 97 SRS

1981-82 ¥ 1983-84 (THR-3TFFR) & A o
TR SNERT o, 3 Tk ¥ AT T@E 1982-83 ¥
1984-85 ek i A o foqw T fear T |

240 ‘I SN T, 9 F 9l R M

w2l TS SR Tiewd & Ty <gHan aiia

o @4 15 wfrem o F w R § R e,
e el 3k S+ & = Frmr) T e % fag
e 1+ sfafia W@ @ | = A &
T fam wrot 2.6 R T @ eEe,
ferver 18 % 1Rt vl = e, fefa
i 3fer @ N o 3R Toa R R IR i
& U W Taes B A g el T @
1987 H ¢ ¥ Y Gemr & weed & S A gfaw
forn T o 6§ oTer R SR RE A
ST GIFA AT Tk &9 H 01 NeH HH W =R

oY, o 35 AU ST ShOT ST &1 I
fopen |

0T T

241 S F WY o1 Ao TSl % A
A R A & 7 o qErT dedi W e afhe
¥ &3 TR R, e W e &9 5 1w
R F G ¥, S 9 Red 6 % o i #

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 needed,-these were

abolished._Again, in the case of items
ol .

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 wheat,
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, however, 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
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Table 2.6: Minimum Margins on Bank Advances
under Selective Credit Controls
(Effective April 1, 1987)

(Percentages)
Against Stocks Against
Commodities  Processing Others  Ware
units/mills house
receipts
“Other foodgrains” £ 30 45 30
Pulses 30 45 30
Oilseeds @ 30 45 30
Vegetable oils @ 30* 60 45
Sugar _
Buffer stocks — —_ —_
Unreleased stocks 17.5 — —
Released stocks 60 60 45
Gur and Khandsari 30 60 45

*Applicable to registered oil mills and vanaspati

manufactuers.

£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
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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) at 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 Groups/State
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 mohnth period
(July 1986-March 1987) 300 branches were
added (this includes 38 branches actually
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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 banks/RRBs.
Table 2.7 gives data on State-wise
distribution of commercial bank branches.
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 of
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-
publi¢_business working day at the 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, rech;ew——and providing
appropriate  guidance to borrowers.
Further, banks were also advised to
consider the scope for setting up of
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satellite/mobile 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 11to 10,

‘respectively, as on June 30, 1987.

Banking subsidiaries/Deposit taking
companies

2.48 Indian banks had 6 wholly owned
subsidiaries (including 3 deposit taking
companies in Hongkong) and 6 joint
venture banks/affiliates 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
ﬁrar%rﬁaa%aiaﬁ qord 1985 S A IS T 1986 ] T} A% frffaa ¥ <= W
drFed A ogen AA19%6 F WA I T 1987F  fra IR F oo wuien swEE (T H)
ToaEie e g™ A mEmm L ,
& w1 AW Number of offices at Opened Of which Opened Of which ~ Population per bank office
Name of the State/ the end of during at un-  during at un- as at the end of (in 000s)
Union Territory : July  banked July banked
R kS X e 1985 to  centres l?&6 to centres S kY e
arch
June June  Junc March J;:;;Z 1987 June  June March
1969  1985% 1986 1987 1969 1986 1987
1 2 3 4 5 6 7 8 9 10 11
3y ww
Andhra Pradesh 567 4084 4130 4162 43 26 32 30 75 13 13
Iuq
Assam 74 872 975 981 108 92 4 2 198 . 21 20
ferme
Bihar 273 4039 4229 4232 212 189 1 — 207 17 16
RIS
Gujarat 752 3011 3085 3089 64 48 4 3 34 11 i1
gfeamn ‘
Haryana 172 1096 111y 1118 14 10 S 5 57 12 12
e W
Himachal Pradesh 42 539 552 565 14 9 10 10 80 8 8
sy st il
Jammu and Kashmir 35 713 727 727 16 15 — — 114 8 8
Karnataka 756 3851 3926 3958 73 45 30 29 38 9 9
A
Kerala 601 2706 2724 2725 19 8 — —_ 35 9 9
qen R
Madhya Pradesh 343 3637 3737 3768 98 83 32 28 116 14 14
Hery
Maharashtra 1118 4814 4919 4940 100 53 20 3 44 13 13
Manipur 2 67 67 67 6 5 _ - 497 21 21
HaeR
Meghalaya 7 125 130 132 5 5 2 2 147 10 10
Nagaland 2 64 66 66 2 1 — _ 205 12 12
it :
Orissa 100 1691 1735 1752 42 29 8 6 v3¥] 15 15
Yy
Punjab 346 1992 2004 2013 9 5 9 6 42 8 8
e
Rajasthan 364 2616 2681 2694 69 63 13 13 70 13 13
fafrm
Sikkim — 19 19 19 ~— —_ —_— —_— — 17 17
e st
Tamil Nadu 1060 3909 3930 3935 29 21 5 4 37 12 12
fw
Tripura 5 136 136 136 13 13 —_ —_ 276 15 15
IW RY
Uttar Pradesh 747 7200 7345 7408 108 79 62 56 119 15 15
ufyem dmd
V_Vest Bcnga! 504 3210 3418 3457 192 129 20 12 87 16 16
3fziA it PR Gvane
Andaman and Nicobar Islands 1 13 14 14 1 1 — —_ 82 13 13
IS R
Arunachal Pradesh e 48 54 56 6 6 2 2 — 12 11

(SR) (Condd....)
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TABLE?2.7: STATE-WISE BANKING SPREAD (Concld. )
1 2 3 4 5 6 7 8 9 10 1"
E it
Chandigarh 20 105 107 107 2 —_— — — 7 4 4
TRu AR TR e _ ‘
Dadra and Nagar Haveli —_ 6 6 6 — — — —_ —_ 17 17
et
Delhi 274 1042 1059 1060 16 — 3 — 10 6 6
M, gao 3k 9 ‘
Goa, Daman and Diu 8 260 260 260 — —_ — — 8 4 4
agEy
Lakshdweep — 5 5 5 — — — — — 8 8
i
Mizoram —_ 45 51 50 5 5 — —_ — 10 10
J { .
Pondicherry 12 63 63 63 —_— —_ — - 31 10 10
N .
Total 8,262 51,978 §3,265 53,565 1,266@ 940 262@@ 211 65 13 13
P,

Revised

@ T IF 1985 & o & v @l T 21 wwand i T 2 ﬁﬁ%waﬁﬁﬁmﬁﬁimﬁﬁﬁ(&qﬁqw{msﬁwwsa%%

Gl T e # omfes gem)

Excludes 21 branches opened prior to end — June 1985 but reported late by the banks (i.c., the actual numbser of bra nches
opened during July 1985 to June 1986,)

@ @ T <3 1986 F 3 3 Ggel Greh T 38 vt wive T ¥ Fed gda ¥ S g ag ﬁ&téi!mﬂn
Excludes 38 branches opened prior to end — June 1986 but reported by banks subsequently.

foroqut: ST A ;1961 B FEWAT R AAME 1969,1981 3 SHTOR W 3EfT 1986 34K 1987.
Note : Population coverage: 1969 as per 1961 census, 1986 and 1987 as per 1981 census.

e Tl 2.7 ¥ 2.9: 60 aRren 3 fewra fawm, s figd 3=
Source : Tables2.7102.9: Dept. of Banking Opérations and Development, RBI.
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TABLE 2.8 : BANK GROUP-WISE DISTRIBUTION OF NEW OFFFICES
&5 T Fiftr A T fmfefaa & 3@ § d waied o 1987
R T T HEle o 3
Bank Group New offices opened by Bank offices as at the end of &9 9 e
commercial banks
T 08 O 1986 by T ™ No. of banks
q S 1986 {1 1987 1985 1986 19 ot
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
oy Rz A% ‘
State Bank of India 163 4 7291 7450 7467 1
ol Re A% F weRes 9%
Associate banks of SBI 25 1 3340 3365 3366 7
20 Thaga I
20 nationalised banks 436 86 24,770 25,248 25,485 20
19wy 3 :
Regional rural banks 617 163 12,138 12,729 12,909 194
4 Ffa A 3% '
Other scheduled commercial banks 24 7 4266 4298 4163* 30
i A "
~ Foreign banks 1 1 136 136 136 21
W SR ot
All scheduled commercial banks 1266 262 51,941 53,226 53 526 273
R g ¥ _ ,
Non-scheduled commercial banks — — 37 39 39 3
W IRER ot 3%
All commercial banks 1266@ 262@@ 51,978 53,265 53,565 276

* fegrm FRIAa 4% . & G Yera d ¥ TR % O el e gl & sl 3 Wy e R TR A @

Data are not comparable with earlier years due to merger of the Hindustan Commercial Bank Ltd. with Punjab National Bank.

@ ¥ 93 1985 % i F vz Wk i 21 wEns whrr 7@ § Rk dan A 3 g e 7 R @

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

@ @ 75 53 1986 F 370 & vEet W vt 38 WA Wt T € Rred wee o da g0 AR F R @ i
Excludes 38 branches opened prior to end - June 1986 but reported by banks subsequently.
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TABLE 2.9: POPULATION GROUP-WISE DISTRIBUTION OF COMMERCIAL BANK OFFICES

(Fm i & 3@ D)
As at the end of
A T 1984@ e A sfem 1985 @ . A EE]
Po lat?FGr u J ° ¥ e o » e 1987 e
pu n Group une 1984@ %to  June 1985@ o, June 1986 ° March 1987 o/
total % to %o tO % tO
- 0 total ' total total
1 2 3 4 5 6 7 8
b2
Rural 25,372 56.0 28,782 - 55.4 29,718 55.8 29,920 55.9
aief el
Semi:Urban . 9262 20.4 10,460 20.1 10,567 19.8 10,612 19.8
=l
Urban : 5769 12.7 7542 14.5 7195 13.5 7220 13.5
Metropolitan/Port Towns 4929 10.9 5194 10.0 5785 10.9 : 5813 10.8
Total 45,332 100.0 51,978 100.0 53,265 100.0 53,565 100.0

@ FEEA TR 1971 T SEIE R R
Population group based on 1971 census.

* ST TR 1981 W SHHT W STERa R e Fzia simel W i
Population group based on 1981 census. Revised figures based on computerised data.
foroquh : 35) o it TR 3 - 10,000 7 A TEGT A ™F ) 3 WEY 3K - 10,000 F A 3R 1,00,000 TF H TS AR T |

TR0 3% - 1,00,000 Q A6 3R 10,00,000 75 F) TS A WA | Tg I F - 10,00,000 | A N A W |

Note: Classification of centres: Rural centres — Places with population upto 10,000 Semi-ur;ban 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.
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(¥0.31), ¥ Ay T AR (3eR), T
F % . (STam) SR g 3 i, (SR
I 39 Th-u Sfaffy Fafaa Qe | 39 TER
21 fksht S & wrarel sik 18 faReh Sl &
safify wafadl i e sE 1987 F oa A
FUT: 136 3K 18 ot

2.50 dn W gl g @ A F
SRR 3 e Sehl § Tg TR fo e R A
9IS e H 7 | TeTER 21 AR SR A 19
3 T qwierr Srel & TS R | S S
ot 3 YR & AE A FA F e FEE W R

2

HRATE AT

2.51 fred af &t R o fader 1985 #
T 39 i s I R T, e g
TR &5 o A ¥ IRETeFT FYier 99 %
fore o i T ¥ GUR R F AR TR
1985 9§ fEger 1987 F o/fy & fow e
AT SRR off | 3 AeEel & Sita Sl
BT Yo B QR A IR 701 Sl ) Toren
H gur o & foau i sum 6 | 30 s
% fau dm@ e F F AR fm @
iR, FO1 WS F GHT W TR0 3R
ST TeikeT AT ey U & ey B SRR
s diETer 3R AR 6 ST eeht 39
R T | WU SNETT e Wi SR
T SR YaH Gee 7 5 GurR o & forg of
FOR 39[ R T3 | frerfoai o sra 9,
fedl 1 vty o A, R d FHEeT SR
il e % 379 Teqell & aR # ot 31y
S T i ¥ TeE Va1 gur F forn o
IR A T |

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-housekeeping.A number
of measures were implemented to improve
customer service in banks.









Report on Trend and Progress of Banking in India : 1986-87 43

252 o A S S ) et g e
Y I ©, o S o ey 7 ol Wy @
el i W Sl % T 1 Y O |5
SR 3 e § R §50 QER Rated g
2| Wtk &3 ok Rte 3u & @
2l % fere PR oe aedt 9 3 QU el
& | s =awn, Wew Yar AR eravea § of
QUR T8 | 7 Ferer o1  ofig g 8, e o
T SEaTe T i Ten § i gl 1 e
e airdl ) T Ry STSANSTE S W@
TR 1986 % oTa ¥ wefirerana &1 & A
TRt S RUT & ST 20 SR off o3k TR
eifHeRdl Ay & % 3TTd S R S 1.5
SifersTa off |

0T & g oot

253 RO o SH1g foraor GeEl SR (| 50
FfoRa S § gefa §) arof 2.0 H AT )
3 e gy § 6 qers 1986 & 1t 1987 %
i orafy H WRR 9% w0 # ofg 7,972 W
FAH G | 7R o H ey ad o h srafe i
5,906 Fg T F qfg S o 139 I AR
TerfhaTTa &5 9 3 T %o ¥ 3,056 W
T i IR TR 95 g8, STl fed ad
76 79t W e g 2,534 8 TA R o | oxde
1987 % ¥1d H Mufieranma & B i 7 Afim
Y5 Sieh TOT S 43.0 ST &, STafeh T e et
Tg 41,1 eI & | WeIfieRaTT S A TR et
gt shm ¥ Hf AR o A = feren
FRT: 39.3 AV 3 39.2 Sfawa o, el
TS 1985-374c 1986 Tt 31y & 3 e FHwem:
43.3 9T 3R 39.8 Srva | AN 1987 %
3@ H i @l f57 1@ s s 10,592 g
T 4 wafwamTd &= A &g st
& 41.8 uftem & | o ST = A T T

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 general,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 amounted
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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HRUT 2,10 : WS 9% B/ QAR R0 (T )
TABLE 2.10: SECTORAL DEPLOYMENT OF GROSS BANK CREDIT (Concld.)

(%3 WA) (Rs. crores)

&3 Sector 1. 2 3 4 5 6
() FE &
D. Other Sectors 5,254 5,933 5.883 7,247 + 6719 + 1,364
. 5z & 7o ‘ (1,5)  (17,1)
Net Bank Credit 48,050 52919 53,381 58,992 +4,869 +5.,611
& dF Hu § mefwaTa 89 # Sawa-
Percentage of Priority Sector to ‘ 40.0 41.1 41.8 43.0
Net Bank Credit
J11 frafa 3w (37 R & arTa wfet)
Export Credit (Included under item 2) 2,311 2,486 2,556 3,377 + 175 + 821
@ iR afam ¥ |

: Data are provisional. . :
foaol: 1. SR 50 Egfad Afted Y A Weifia ¥ A oW wna ofF T H AT 95 SR | 39 et e T % 3 A
% figrd S, s SNk forerr Soh, W Frafa snem S au =y s fordia drenadl & @ A 1 e SR Wit oo
whEE | R 6 B & el § Rgd 4%, wrela st freem o, s frata- s 3 ae e s Rt gensi
Y g A T o wfe R
Note : 1. 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. g A B 1 AR TRM STl O F T F oS €
Figures in brackets are proportions to non-food incremental credit.

B : 7 ST Fa, WRAY e
Source : Credit Planning Cell, RBI.
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AT 9,300 T YT A, SN MR S5 H
et 12 T i O 36.7 farera & | o= safterr
o o sfth, Tnf AR SR S 8, 9 R
T S AW 5,466 TS T 9 3R Y ¥
1987 ¥ setfirrane &6l st el T et i
& 21.6 vfav A |

2.54 TS 1986 Y 31 1987 7 il o7af A
Wil 3R a2 I @ W 3,215 Wg T
1 3G g%, SN et o 9t geit svafy # g€ 2,692
S T H afg I = ¥ 1 figvia v I
U H Telel oIk &2 SeEnt = few 52.8 wRiwE
q TG 54.5 NIV @ T | W A Sy

R 3IF gfg 3,395 Fig T F @ o, s

1985-86 I gl 7afyr # g8 2,504 g e FH
g | e o)

2.55 Itk STy F SN B0 afg & RF sami
(agazhﬂqﬁéa%ﬁ)maaﬁwm 9
AR TR (1,183 IS o), T, T 3R
Yz wE (401 g TA), el AR 3@ (213
FS T, Tl a9 (302 TS TR, 3 A
(295 FAg TYA), FH AR FOS Y 5 TR
(124 FIg T, 4 GGE 3N UG N THE
(130 T T9Y), HRIA (108 TS TH) 3R
e (107 Fs ¥99) | YAferad (180 Fs
TqA) 3R B Ao % oiaa Ww SRl
(43 FIg T) F Yoy § FH e w
(9Ruft 2.11)

2.56 % ANR B (G qGeH » AT
f&d Sar i 4 1986-87 (SEE-31der)
337 &8 04 F 9 9 g, o 6 Froe ad
Ft T4 oty J 3 A 1 e T A g g
4t | R e Frme = 53 713 aifi e 9

s A 4 4 o v - Rl : 1986-87

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 2.11).

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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5 T SR ‘o =aar A kA T o A vl
gha &, T8 YIRea U g X S sam @
S F1 e F e @ ¥ ) g @ fem
H A ™ T w A % ey F W
4 g TR A AS-H 3 € B

257 Y9 & & U ‘o &, foad
fsht saur o1 wufirer €, =t fod T W 9 1,364
Fg T F g g, N o 9 il 679 g
T F g H TOAT H HIH 3 o |

TE 85 & SRl w1 FE-freaes
mYfaRaIE 8 R AfTH

258 N & F 5 g0 mufrerara &
& fafim 3u & & f¥ ™ o & Geu A
fommeR 1986 T o 3RS ITa® § 3R 3 wOR
212 A MW ¥ v & % a9
TAfRaETa &F & RO G W gen ae
1985 o 3Td § 242 TG 4, S g 1986 & 37
T 262 TG & T | T d % TafHeRanTe &
o & T i ¥ 1985 F A 3,270 W
TR e 18.8 Sftre A IS g o 1 1986
T 3,163 FS T AT 15.3 Ffowd 3

3 T | Tt Sk BT N AR &6 % %0

=1 foww feamg 1985 & 310 & 42.9 Yave |
T fommT 1986 T 43.6 Sy & 7, Stefh
I A& 40 Sawd = o1 |

2.59 s ¥ Ir0en S TR ot R 3 T 1987
T Y Ak B/ H B Y HF 10 Havd T
S A R e R | FAS T B, SR
fram, fER Ao, W it wege W ad
i e wdEa % Rdiued, SHgfad

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

2.58 The 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.3270crores or 18.8 per cent during1985
rose further by Rs. 3163 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,
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RO 2,11 : Hehed Sk 307 1 SYTER for @ ,
TABLE 2.11 : INDUSTRY-WISE DEPLOYMENT OF GROSS BANK CREDIT @ .
(Fg ¥d) (Rs. crores)
forffiaa 3 2w YR & Frafefian % i w3
Outstanding on the last Friday of Variations
I3 1985 A 1986
F T ¥ F &
=bm bl e A e et 1986 18t 1987 %
Industry June April June April April April
1985 1986 1986 1987 1986 1987
over over
June 1985 June 1986
1 2 3 4 5 6
e (T, Wi 3tk @@ SO @ i)
Industry (Total of small-scale, 23,330 27,030 27,247 31,661 + 3,700 + 4,414
mediom & large-scale) ‘
e &
Of which:
1. PRI
Coal 139 109 49 157 - 30 + 108
2. e 3l g
Iron and steel- 1,199 1,330 1,343 1,556 + 131 + 213
3, 377 w3 wged A oA <ht
Other metals and metal products 826 946 933 1,063 + 120 + 130
4. 9 $ffrd T _
All engineering 5,733 6,655 6,842 8,025 + 922 + 1,183
5. frieft (Seare aik fyeraon) ‘
Electricity (Gen. & Trans.) 451 512 . 464 554 + 61 + 90
6. g aw
Cotton textiles 1,922 2,182 : 2,184 2,486 + 260 + 302
7.2
Jute textiles 262 280 272 298 + 18 + 26
8. g aE '
Other textiles 1,428 1,671 1,615 1,910 - + 243 + 295
9. St
Sugar 376 543 541 613 + 167 + 72
10. w4
Tea 325 334 350 365 +9 + 15
1. F@ft 3 (avafy uiza)
Vegetable oils (Including vanaspati) 323 331 355 398 +8 + 43
12, 390 a0 Farp Q <R '
Tobacco and tobacco products . 206 203 238 250 -3 + 12
13. 7S a9 O § TR G
Paper and paper products 606 670 685 809 + 64 + 124
14, g § T4 9
Rubber and rubber products 439 453 449 503 + 14 + 54
15. T4, @, ¥z, A :
Chemicals, Dyes, Paints ctc. 2,442 3,198 3,244 3,645 + 756 + 401
Y H
Of which : Fertiliser (407) (705) (758) (821) (+298) (+63)
16. Hiz
Cement 303 351 360 467 + 48 + 107

(Gnﬁ) (Contd.)
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T 2.11 : el Sleh 01 1 IR Freon (T91S ) @
TABLE 2.11: INDUSTRY-WISE DEPLOYMENT OF GROSS BANK CREDIT (Concld) @
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(&g 79) (Rs. crores)

: Provisional.

* :wm%mﬁéﬁﬁmml

: Ships acquired from abroad under New Scheme.

Ha W STENA FE, Y e S|
Source : Credit Planning Cell, RBL.

frfefaa % sfm YR R oo ¥ dow wz-ag
Outstanding on the last Friday of Variations
FE R YI86 A T
w&m - s 3 arim ok 86 9 ¥ ordet 87 A
Industry June April June April April April
: 1985 1986 1986 1987 1986 1987
over over
June 1985 June 1986
1 2 3 4 -5 6
17. 9 7Y TS | T 9
Leather and leather products 334 392 391 424 + 58 + 33
18, fomfor :
Construction 279 283 296 370 +4 + 74
19. 7 A1 F Sl RRA ¥ e e S
SAFAUNS* 356 326 325 282 - 30 -~ 43
20, W C '
Petroleun 116 304 260 80 + 188 -~ 180 -
21, 9 W
Other industries 5,265 5951 . 6,051 7,406 + 692 + 1,355
@ arfm
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TR 2,12 : SeifirranTa SR B T &F & Fo g R T aftm
TABLE 2.12 : PUBLIC SECTOR BANKS’ ADVANCES TO PRIORITY SECTORS
el ' @l i e (T ) e o (0% T #)
No. of accounts (in "000s) _ Amount Outstanding
- Sector . (Rs. crores)
A R gt - @ e frmm
June December December - June December December
- 1969 1985 1986@ 1969 1985 1986@
1 2 3 4 5 6
L7 | . |
~ Agriculture 165 16,000 16,858 162 8,793 10,138
(i ) vy fawr ' 4 .
" Direct Finance 160 15,027 15,964 40 7,415 - 8,876
(i) wg o
. Indirect Finance ' 5 973 894 122 1,378 1,262
l.egém . ‘
Small-Scale Sector 53 2,188 . 257 9,354
(i) wo% ok ot T Wi
Road & Water Transport Operators : 2 592 S 6 1,883
(ii) wrg e ' , o
Small-Scale Industries 51 1,595 . 251 7,396
1. (iii) sttefires sfierat wenfirr Fen : - .
Setting up of industrial estates ’ - 1 .. — 75
I RIS &
Omer-Mority Sectors _ 42 6,006 . 22 2,501
(i) T =R sk g sxEEr , ’ ’ :
Retail trade and small business o 33 3,989 .. 19 1,721
(iiy AR i wfrifor safs .
Professionals and self-employed persons _ 8 1,613 . 2 653
(iii) ferem . .
Education 1 66 .. 1 33
(iv) o= sreframTe &6 ) g for: (Srgfae Sfvy/SERa .
sl Frrlamet i 39R)
Indirect finance in other priority sectorsi — 12 . S — 9
(loans to SC/ST corporations/organisations) ’ '
(v) o anf 3k o7y wifirl/ o1, Sl @ TR wo +
Housing Loans to SC/ST and Weaker Sections - 164 . — 64
(vi) 39 3 + ' . 4 .
Consumption loans ' —_ 162 .. — 21
afirrar st 87 ¥ F A : '
Total Priority Sector advances o 260 2_4,194 26,157 441 20,648 23,811
T &% W
Total Bank Credit ’ 3,016 48,067 54,642
T 3% w0 ° mufhEn o 87 F Af w s :
Percentage of priority sector advances to total Bank Credit 14.6 42.9 43.6
+ st 1981 F 9% | Ivow iR

Data available from December 1981 onwards.

@ %% sfim 4 Data are provisional.

* » T Not available.
w1 1 1969 % afwd 3 wiftsrd, s T A1 39k A% ¥ ot ardor s ohow Rrvm, wiclha fed &

Source : 1969 data are from Banking Statistics, Government of India. Subsequent data are from Rural Planning and

Credit Department, RBI.
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SHiferl/ STt ST, fe® = o de
¥ femfued ol wed A & R R
HEFT & WA B/ THae Wihe 8 M
TH N % U @ @ ok @ R
fterar &5 % A F 25 v 1gen FA
e 701 %1 10 SfeTer 3 il B e e e |

2,60 TR 89 F T 5 FN F fow v
a1fim feaer 1985 ¥ 7,415 8 T99 9, =
g fawr 1986 T 8,876 TS T B T, S0
Y6 3 701 T 16,2 S 3 AR TE TR I
fFreTRa eresr s R |

261 TSR T B A T aftm e
1985 % 27 H T 4,894 FS T 9, N KR
1986 % 3 T TG 5,890 TS T B T 3R
T SRR 10 IR & e F HHEQ 3 Y8 4
9 % 10.8 NfawE ® |

2.62 fEEWR 1986 F 3T ¥ 23,811 IS 99
¥ fim wefirranma & R s 3, {FFE ¥
e Wil SR el o &Y T AW
1,596 FAT T ¥ 3k & wframa &5
e & 6.7 Sava o)

263 o AN & (Pl wew ok WA

qRere aftae, oY A SR e gRe
T TS €) A T il 3 =R R
1985 . % IrorR ¥ ¥ =R @ ol # 16.8
R ) g Tvia €| Y S & W S
T SAF (79.1 7)Y FMH R
1985 & I WafisamTa & S I 462
g T (23,6 Tawe) MIAFEERISTAF
i e Tt geu Sl ol 91
I | |

village and cottage industries, IRDP

" beneficiaries, scheduled castes/scheduled

tribes, DRI beneficiaries and beneficiaries
of loans under self-employment
programme for urban poor was set at a
minimum of 25 per cent of priority sector
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. 8876
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. 4894 crores at
the end of December 1985, increased to
Rs. 5890 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 to 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 sector
was claimed by small-scale industries (79.1

- per cent). Advances to other priority

sectors increased by Rs. 462 crores (23.6
per cent) during 1985. Retail trade and
small businéss were the main beneficiaries
under this sub-sector.
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Fh = afim .

2.64 TET 8 % o gW ZY T F wW
R fer 1984, 1985 3R 1986 % 3@ H
oo Tty QRolt 213 @ R R
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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.

- TROT ¢ 2,13 TR 8 % S 50 F w10
TABLE 2.13: Agriculfural Credit by Public Sector Banks

1984 1985* 1986*
Lo TGN - TER . fw T/ oy
(v e &) (FRFTH) (@AY (T TAY) (wra 7R ) (0% T H)
Category Alcs. Amount Alcs Amount Alcs Amount
(In lakhs)  (Rs. crores)  (Inlakhs)  (Rs.crores)

(In lakhs)  (Rs. crores)

e
Direct 135 5970 149 7415 160 8876
Y
Indirect 10 1374 10 ~ 1378 9 1262
I
Total 145 7344 159 8793 169 10,138
IS 3 T
e FY 3w #1 wfava
9% of “direct agricultural 14.0 15.3 16.2
advances to net bank credit
* Ffm Aty

Data are provisional Th | gi cul |

. , : e tsta ¢ Y ¢
T 8 F qh S & o e Fh fotal ~ outstancing  agricultural
3 5§ 3 2 oz - advances of all public sector banks
1986 ® 15 SkRTa e Eé’ STl increased by 15 per cent during 1986 as

1985 # 20 Sfowr # i g8 @t | o 1986 H
IYR TR 1 TSAT 159 TG q IR 169 T
R

gyt it farfa

2,65 TN & % qH F FH F A€ gIH
i & Garg § wi F} g § Fgel H Sfawa
T 1986 F A TH (ST I Rufd)
Afawd 56.2 91, Safs s 9 a8 ufiwe 54.2
a1 (Wit 2.14) | S A i aget i R
%! gl 1 3fe ¥ 9 N gfea e e fR S
T GER & el & @y fiem aget &

compared to 20 per cent during 1985. The
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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e w S e el ik del T W
YT T o Fetgy ayl Afves Jheg s,
IR J & fou g alS I 3R SUR
P A & A g TSR a8 SUR 3 % 9a
fteqor qereiien ot STATGHATER U 3R @Y
& e ReanfirenfRal § TR Wuh St HeRE T
I FR U H | I 1986 P GG O

foe Serem ageh 35 v A S 69.7 Sfaw@
FEa @)

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.

RO 2,14 : ALY FHw 1fnl w1 ageh et

Table 2.14: Recovery Performance of Direct Agricultural Advances

(=g wA) (Rs. Crores)

SH T T m

s ot & @ # A #1 hew

Year ended ' Demand Overdues Percentage of recoveries
June to demand
1984 2725 1319 51.6
1985 3337 1529 54.2
1986* 3795 1661 56.2
* mq m

Data are provisional. Financial Assistance under the
20-T5Tt wEdeRw & Ieria faeia weraan 20-Point Programme

2.66  YIRG TR ¥ 3TTE 1986 H T&d & 20-
P AR @ Gefaa e | Sy oFfH
3fFSl & STIR 28 WehR Shl 3 A 1987 H
3d T TEA & 20-I FEHEA 5 Faia 162
9@ 3UR @l H 8,458 FUS T i faxim
TET! e =, S iR &7 w5 T
STk ST it 34.4 SIS STere Fet I /T R
15.1 Sfaera oft 1

TefRaTTE 8 St T 3 o

it g ap Sl =61

267 frot &3 F aifteg S @ off eher
TR o S snufiEraTI 5 DT 3 H 33 W@
Yor 2N, o T Eh A F dF N ¢ |
el St % e H, wetien 3 wd g W R,
firg =% T A oA, TR 4 e R

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 in .
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
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- T TR 3 T R, TR SR S
forer e Y & for ot T R | st & 3 et
3 Wefwama &3 & faw 40 sfava 1 @8y
af) ST T B | 39 WER W Ao & fwla

(S 1986 % 3@ ™) T 942 Flg T4 off, ST

o S0 1 37.6 v o | F & foag 3%
afm g A ¥ 7.8 wfwE ¥ R FER
Taif 1 o TR eafiny 11 sferera & | e S A
‘3 YR 85 = T 9 F g oiftm
705 g TR &, S WafEraTE § H Fh
T Al B eNYFd 3= vE gu
20~ FHRiHA 3R frives =W R S S
fordr disTetl & Sfenia S 1986 % 3fd § M
% T SO & FAw: 4.3 whiee 3K 0.3
sfererd 91 - '

rggfam arforg Se grr e ;o
2.68  STIYTHA ATy Sl & Hia T Yeieh

RS S 1985 & i YEFAR 9 & I &

R grof 215 HRA A 15 1985 K

¥ Hiard) =0 @l # Gen ¥ 91 TR A g
g ok 7% 830,000 & T 21 W wW F
Fia FeT B 9T S 1985 F 37 H 15,995
Fe T2 off, FafF T 1 TR 13,4529 T
- off | T e o 7 59 ety ¥ 1,701 WS
TR I NI 1,923 e r@A AR |
SR W T S 1985 % 3 F a9
R e 701 3 35,9 Ffiv 3, e o 5
1984 % 35.0 Wererd A = 1 Wbl B 1

FU1-ST ST
269 fod 39 o ¥ N SR A
S & wmu-smn (& <) e = EE, A
U & werEed, fitEe ) 3R W AR

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.

Credit-Deposit Ratio

2.69 Credit-deposit- (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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(g w2) (Rs. crores)

ol R e =% g WA U
Number of Accounts Credit Limit Amount Outstanding
fmffEa % frd wh el T @ T s wATT dw7d
HFm YpEAR 7 WG = o o o % = w
5 % s
Asonthe last Term  Total of Term Total Term Total Non-food Percentage
Friday of Loans all Loans Bank Loans Bank Bank of col. §
. Accounts Credit Credit Credit to col. 7
1 2 3 4 5 6 .7 8
by
June 1983 802,073 1882,273 9,397 42,050 7,507 29,931 26,342 28.5
(42.6) (22.3) 25.1) :
i .
June 1984 739,135 1325,806 13,452 46,685 10,222 34,428 29,190 350
(55.7) (28.8) 297) '
S .
June 1985 830,254 1473,376 15,995 54,361 11,923 39,966 33,201 359
(56.4) (29.4) (29.8) -

* %3 s ¢ Data are provisional : _
froft: (1) 37 S w3 A E R, Rl 3or-di 25,000 TA Y AfuF ]
(2) w3 Y T 31 el T 3 sieria e ferard it e s )

Note: (1) Datarelate to accounts with credit limit over Rs. 25,000

(2) Figuresin brackets indicate percentage of term loans to total under each item.
we e e s wg da e o i
Source: Dept. of Statistical Analysis and Computer Services, RBI.
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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
group-wise 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. v

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

* e i faver & Ry S5t wni 321 9wt o el e d
& il 7 o v 8, Wi 3 s o &Y A wvw fem T §

*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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2.7 TR Sk R S sl & R
FO-SH FIIA F AR W A el
foremor ol 2,18 ¥ fewren T ® ) o Rl &
o] el S ST ST 60 ST SR
S ofte o, S e fgee 1985 o 246
(T 435 T F) of, foreeR goe 3 R 1986
e SN B T AR TR G@ 245 (A
437 T W) © T | FEE FAAA & 7 H 5=
Rl o RUT-SHT SO 60 SRIvE Sk IR
AAfaer o, ST T& 39 3 H 770 B 141
© T |

2.73 RS SQUW W MEfa Syfa
affirsg Sep % oy 3K wwrE wafadl & faw
TogaR el o raft fermen Gerdt Rk 1986 %
ST YRR T % SRS WO ShA: 2.19 3R
2,20 § R T ¥ | 9 @ w1 g ¢ o efEm,
TN, ST, o, afigy, frau, s, 7
TR, TRNY, e S, Fiesh, I, g
3R U IR TR T T/FSRniEa &
50 Sy | e frel § Sl 3 anito) i
T ST 3T 60 Sy S I

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 States/Union
territories. The performance of both
public and private sector banks, in respect
of CD ratio of their semi-urban 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

~ 7to 141 during the same period.

273 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. It will be noticed
that rural offices of banks in more than 50
per cent of the districts in the States/Union
territories of Haryana, Rajasthan,
Chandigarh, Assam, Manipur, Tripura,
Orissa, Madhya Pradesh, Maharashtra,
Andhra Pradesh, Karnataka, Kerala,
Tamil Nadu and Dadra and Nagar Haveli
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TR 2.16:F0 3 WHFhr 3R 39F ST F IR AT AT T F RS ST
TABLE 2 16 : CREDIT-DEPOSIT RATIOS OF SCHEDULED COMMERCIAL BANKS ACCORDING
TO SANCTION AND UTILISATION OF CREDIT .
frefafaa ¥ sifm ypRam R
T S As on the last Friday of _
Region/State/Union Territo! : g LSl :
# ry June 1975 June 1984 » June 1985
i & ITIER I ¥ R wh SRR IEMF FTER R F SR ITAM & gER
As per ' As per As per As per As per ) {\s per
Sanction - Utilisation Sanction Utilisation Sanction Utilisation
1. 2. -3 4. 5. 6.
Eusif 4 A
Northern Region 69.5 65.6 68.1 68.8 66.4 66.1
¥R
Haryana - 66.6 122.9 92.4 : 1137 105.6 131.4
frerer s ' :
Himachal Pradesh 20.8 21.2 56.5 573 72.4 74.7
Jammu and Kashmir 327 319 62.9 63.4 62.1 62.8
Punjab ' - 354 - 62,6 60.2 74.8 81.2 91.1
TREA ‘ :
Rajasthan 66.9 71.6 76.2 : 79.1 71.2 73.5
Chandigarh . 308.3 v 45.1 232.0 123.0 135.5 55.9
feeeit '
Delhi s 77.7 63.6 54.6 ' 52.0 440 38.5
T ' - _
North-Eastern Region . 39.8 73.1 45.5 73.7 42,2 65.9
s15q ' .
. Assam 48.1 92.0 48.7 88.3 449 77.1
. v ’
Manipur 34.8 355 76.5 77.9 59.5 61.9
Herery v
Meghalaya 14.6 15.2 26.8 255 22.8 23.0
Nagaland 23.9 251 46.1 49.6 37.0 45.5
fafvrm . ‘
g;ukkim —_ ‘ _— 1,0 35.4 12.1 28.9
Tripura 16.3 24.1 79.3 81.9 75.9 78.2
ST W
Arunachal Pradesh 73 53.7 26.3 35.0 220 - 3.1
Mizoram 4.1, 0.8 9.2 10.5 - 148 18.8
o & , ' .
mm- rn Region 63.3 63.5 51.5 50.2 53.8 52.6
S;l;’ar 4.8 63.5 39.7 434 36.8 39.5
Orissa 57.8 69.6 93.1 96.1" 85.6 88.7
e s . '
West Bengal 70.0 63.1 51.9 48.0 57.8 54.3
(85.3 44.9 66.5 43.2 76.0 43.7
st o e e ) (44.9) (66.5) ( ) (76.0) (43.7)
Andaman and Nicobar Islands 23.5 239 20.5 27.6 38.8 50.3

(I) (Condd.)
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TABLE 2.16 : CREDIT - DEPOSIT RATIOS OF SCHEDULED COMMERCIAL BANKS ACCORDING
TO SANCTION AND UTILISATION OF CREDIT (Concld.)

1 2 3 4 5 6

wEdf O

Central Region 56.5 63.8 57.3 57.2 48.5 48.7

a9 W9

Madhya Pradesh : 63.5 67.5 63.6 65.6 60.1 61.7
swwn |

Uttar Pradesh ‘ 54.3 62.6 55.2- 54.3 44.6 44.3
ufg=rt & }

Western Region : . 74.2 71.0 © 83.7 81.7 81.5 80.3

TR '

Gujarat - 60.4 67.4 50.3 54.3 527 56.4
ey :

Maharashtra 80.2 73.1 99.1 94.5 © 938 90.8

_ 86.0 64.5 112.7 .4 .0 92.6

e SRR . (86.0) . (645) ( ) (96.4) (106.0) (92.6)
Dadra and Nagar Haveli 103.6 ° - 146.4 90.9 114.0 88.5 122.4
e goor A EE ,

Goa, Daman and Diu 45.0 49,1 30.6 32.6 344 35.5
it g -
Southern Region . 91.2 93,6 81.9 82.5 .7 - 78.3
oo :

Andhra Pradesh v 796 . 84.1 78.3 79.0 75.3 76.1
FAlew

Karnataka 95.6 101.1 82.9 84,7 7.5 80.9
e

Kerala v 68.7 72.2 72.9 74.0 66.9 68.4
m . ’ . : ‘ .
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)

aT :
Lakshadweep ' 7.3 19.5 156 15.6 21.5 18.7
Pondicherry . 90.2 : 109.7 56.1 59.3 56.3 60.8
aifee v ) '

All-India 72.2 ' 72.2 70.7 70.7 67.9 67.9

fromly: (1) PuF ARY T R TeAy FH Yt ¥ :
Note:  Figuresinbrackets relate to important metropolitan centres.
(2) 1984 3R 1985 % STFS kM 41
Data for 1984 and 1985 are provisional.
W |l 216 2200w fL R AR, Wl 35
Source: Tables 2.16to 2.20: Dept. of Statistical Analysis and Computer Services, RBI.



e § A A wafy T - R : 1986-87

60
TRoM 2.17 : SRS T8 ¥ STgER SR 3R Froft & & srggfa o S % wrterd
TGAR FUl-SH1 AT
TABLE 2.17 : STATE-WISE CREDIT-DEPOSIT RATIOS OF OFFICES OF PUBLIC*
AND PRIVATE SECTOR SCHEDULED COMMERCIAL BANKS
“ ACCORDING TO POPULATION GROUPS
(o 1986 ¥ sifem ypran # ffa)
(As on the last Friday of December 1986)
(sifiera) (Per cent)
o BEE TR/ T
Rural Semi-urban Urban/Metropolitan Total
&/ /ATIRa 8
Region/State/ el et @ wEh Feh @ TR et @ =g et @
Union Territory Public Private Total Public Private Total Public Private Total Public Private Total
1 2 3 4 5 6 7 8 9 10 11 12
i & '
NORTHERN REGION 457 367 419 519 415 516 558 692 568 537 633 547
wfEmon ‘
Haryana 754 842 777 594 40.8 592 657 565 655 655 552 66.1
ferqrarer wm
Himachal Pradesh 373 — 379 45.2 16.0 443 —_ — —_ 399 16.0 399
s 3tk wmwiR _ '
Jammu and Kashmir 273 305 308 339 466 391 345 654 491 328 540 431
LEic)
Punjab - 350 148 353 509 204 508 451 47.8 452 442 410 443
To™A )
Rajasthan 768 645 842 544 440 539 670 608 660 649 563 . 659
-Chandigarh 87.2 — 872 228 — 228 1710 436 1690 166.6 43.6 164.7
feeeh
Delhi 252 211 251 123 — 123 477 741 498 473 737 493
F-geff 8
NORTH-EASTERN REGION 53.6 4444 597 349 291 352 499 418 495 4.4 372 458
e
Assam 59.6 414 642 402 323 398 570 465 561 50.8 412 514
TR .
Manipur 168.9 — 1637 1117 — 1123 457 — 461 671 — 678
BT ,
Meghalaya 4.0 — 454 243 600 251 244 137 236 274 113 274
et
Nagaland 43.1 —_ 43.4 43.6 11.8 418 — — — 43.5 11.8 42.1
Pafrarm
Sikkim 409 — 409 235 — 235 - - - 263 — 263
g
Tripura 72.1 — 95.2 64.6 - 70.8 41.1 65.3 44.0 50.9 653 62.5
SR WY ’
Arunachal Pradesh 246 619 248 154 — 151 - = — 244 679 246
i) -
Mizoram 325 — 426 65 - 70 - - — 8.2 - 99
ot g
EASTERN REGION 46.6 249 55.5 321 333 2.7 50.2 788 52.8 4.0 758 493
farem
Bihar 432 — 521 316 295 318 347 352 346 356 347 380
E st
0"35"” i 101.7 — 1226 672 -  68.0 741 1071 739 7.5 1071 83.3
afyreny W
West Bengal 55 249 398 236 336 245 527 197 560 469 766 503
Andaman and Nicobar Islands 403 — 403 371 — 7.1 — — — 1.8 — 378

(M) (Contd.)
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TSGaR RBU-SH1 (A (FE) ‘
TABLE 2.17 : STATE-WISE CREDIT-DEPOSIT RATIOS OF OFFICES OF PUBLIC*
AND PRIVATE SECTOR SCHEDULED COMMERCIAL BANKS
ACCORDING TO POPULATION GROUPS (Concld.)

1 2 3 4 5 6 7 8 9 "~ 10 1 12
aurEdt &% .

CENTRAL REGION 555 337 605 476 358 469 422 S35 426 461 462 475

o R

Madhya Pradesh 711 178 8.1 535 302 523 593 631 592 595 5.7 609
IR '

Uttar Pradesh 507 339 548 450 362 446 363 528 371 412 458 428
ufrerdt &=

WESTERN REGION . 590 637 60.8 490 529 49.1 776 8.5 790 718 8.5 734
T :

Gujarat 517 — 585 483 1069 483 589 546 589 557 55.1 558
Maharashtra 746 637 765 549 510 546 821 90 82 798 8.1 810
Ty oK TR W& :

Dadra and Nagar Haveli 66.8 —-— 66.8 —_ —_ —_ — — — 668 -~ 668
Tiar gro1 3R da

Goa, Daman and Diu 203 683 204 380 637 38.7 - —_ — 319 639 3.5
eferuit é

SOUTHERN REGION 956 629 9.4 672 512 654 859 842 857 8.6 688 814
3 R :

Andhra Pradesh _ 1007 633 1083 743 387 728 745 558 T2 790 531 9.6
FAfew v !
:{:nataka 98.5 542 1057 8.7 497 195 8.9 689 83 80 620 8.7
Kerala 63.8 566 700 48.1 522 501 8.6 705 16 6.0 572 61.1
ofrel T

Tamil Nadu 9.0 761 970 7.2 526 726 9.7 1082 1009 939 896 935
AEET ‘

Lakshadweep 27.8 —_ 278 —_— —_ — —_ — —_ 2718 - 278
yfgad . :
Pondicherry 61.3 319 602 407 397 406 S04 440 499 508 428 - 503
yfes g '
ALL-INDIA 60.5 519 653 51.3 481 513 . 648 807 663 614 79 630

+: T O & AR W ria R 3%, 39F 7 9EeE 3 a9 20 TEEEa % o ¥

Public sector banks comprise State Bank of India, 7 associate banks of SBI and 20 nationalised banks.
Including regional rural banks.
fragh - 7S P

Note : Data are provisional.
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TABLE 2.18 : FREQUENCY DISTRIBUTION OF DISTRICTS BASED ON CREDIT-DEPOSIT RATIOS
OF SCHEDULED COMMERCIAL BANKS
(3fe w0 Tydf #) (Amount in Rupees crores)
frfefiaa & sifan YRR R
As on the last Friday of
=R feam
December 1984 December 1985 December 1986
- S FA® wwRE@ . efm fril o R @ afm R ® owiE @ fim
Credit-Deposit Ratio itz | o e
No. of Deposits@ Advances No. of Deposits@  Advances No. of Deposits @. Advances
Districts , Districts Districts
1 2 "3 4 5 6 7 -8 9
Tty wraieE
Rural Offices
20% &% . N
Upto 20% 24 757 108 24 1,109 . 146 20 671 103
20% ¥ 30% T 32) (46) (34
20% to 30% 24 -754 178 26 938 228 29 1,822 431
30% ¥ 40% T (1) (36) ' (63) v
30% to 40% 44 1,325 464 2 1,932 681 40 2,382 850
40% ¥ 50% T (30) N C) (60)
40% to 50% 46 1,403 625 40 1,333 598 44 1,569 698
50% ¥ 60% T (1) (3 , )
50% to 60% 46 1,133 615 57 1,501 824 59 2,088 1,147
(25) (26) (3%)
60% 3K 3T :
60% and above 246 4,322 4,352 -246 5,054 5,160 245 5,843 6,158
. (18) 1) (24)
Total 430 9,694 6,342 435 11,867 7,637 437 14375 9,387
o1 yylt wratern
Semi-urban Offices
20% & .
~Upto 20% 20 1,260 212 20 - 1,527 259 23 2,203 362
20% & 30% TF (63) (76) (96)
© 20% to 30% 44 1,701 417 50 2,079 514 49 2,181 538
30% ¥ 40% 7% (9 (42) @) ‘
30% to 40% 54 1,739 610 57 2,768 997 65 -3,510 1,263
40% @ 50% a% (32) (49) (54
40% to 50% 73 3,267 1,443 68 3,25 1,470 73 3,693 1,650
50% q 60% aF 45) (48) (51)
" 50% to 60% 56 2,460 1,338 54 2,468 1,337 50 2,909 1,571
(44 (46) (58)
60% 3 3G .
60% and above 143 5,340 4,319 148 - 5,987 4,813 141 6,907 5,601
(37 (40) (49)
oy .
Total 390 15,767 8,339 397 18,085 9,390 401 21,403 10,985

@ PR AR ey v s b o e v Rt R 31

Figures in brackets indicate amount of deposits per district under each size class.

Rovft: sk atbm

Note : Data are provisional.
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@I FER FEd & A 3 R, wfng,
Frgu, g, @iw s, Hiew ok dferg %
som%mﬁsﬁﬁm-mm
fegsr 1986 # 60 Wit 3R TY e @)

- argEfem anfoT St 3 sre-uftemy

2.74 79 STYRWA AT FH ¥ 1984 ok
1985 & T, Frd-aRom el S wroft 2.21
¥ ™R W Y 59 aw 1085 H
123.6 U T 9, I ot ad ¥ 29.2 SR
. F s TR € | R R 9 W e
AW s o 9 8.3 yRwW S gor N 34.8
- wfoeTa S g SO | 20 TR 99
o IR 1 & IR ST el 7 1984 § 2 v o
Fl g€ o, Foraen g i 22.3 s ofg gl
21 el 8 % e ST aftey S 3
fract o &t 27 wfem A e & fyata 36.2
wfeers i Sfg w1 Rl 39 Y 321
oo it ofg Tuid § W e o 9 40,9
Yoem # qfE ¥ FH 71 1985 § welt g
i s B et FE A 1,646 TS TR F
Ife T T 7 § 1,618 s TR A o
T | = 3R P A Sveeh s 1,509 HRie
T I 9 A TR, etk SR ok sHRi W
IH T A H URH 1,008 TS 79 g
T | W T H 1984 F 493.6 s T H
T 1985 # 349.7 g ¥ A afg g

275 TR 3R Red 9% g ol T g
firfeli % aRomTEET FA Y 1986 % SR o7
wvseal § e guR RRn 3 SR, el
gl W e <X Rroe 5 adl 3 S s
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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 profits 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
409 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 Asaresult of certain decisions taken
by Government and the Reserve Bank,
banks have further improved their
profitability during 1986. Thus, the coupon :
rates on Government securities have been
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WROR 2.19 : Tmftor &3 ¥ gl arfur dai ¥ wraterdl % TUT-STH U W

TABLE 2.19:STATE-WISE FREQUENCY DISTRIBUTION OF DISTRICTS BASED ON CREDIT-DEPOSIT

(fer 1986 &
(Ason the last Friday of

R (F0-1 STAR)
Frequency (Credit-Deposit Ratio)

/TS R 8 20% T
o, . 0, o/ . 0,
Region/State/ Upto 20% 20%-30% 30%-40%
Union Territor: )
Y Fl®  wmmt sbm PR wwm sfm Bdi® wwRE sim
No,of Deposits Advances No. of- Deposits Advances  No.of Deposits Advances
Districts Districts Districts
1 2 3 .4 5 6 7 8 . 9
it e . ‘
Northern Region 7 347,13 54,62 10 851,11 196,06 8 675,80 239,76
vty
Haryana — — — — — — — — —
femrae R
Himachal Pradesh 1 52,19 10,05 4 205,24 48,63 4 112,73 42,14
) ok FwiR
Jammu and Kashmir 4 39,14 5,61 4 124,75 30,95 — — —
LRI .
Punjab 2 255,80 38,96 1 . 394,15 84,67 4 563,07 197,62
oA
Rajasthan e — — —_ — — — —_ —_
Ty
Chandigarh — — — —_ — — _— — —
et
Delhi — — — 1 126,97 31,81 —_ — —
at-gat &
North-Eastern Region 7 51,28 9,07 4 22,96 5,33 6 30,21 10,31
a9
Assam 1 26,66 5,20 1 10,43 2,11 —_ — —
Manipur — —_ — _ — — — —_ _
Meghalaya — — — — — —_ — —_ —
LGS
Nagaland 1 1,74 30 i 2,39 65 1 503 159
Sikki ' ‘
tkkim - — — 1 5,34 1,60 — — —
Frgu '
Tripura — — — —_ — — — —_ _
o NN ,
Arunachal Pradesh 5 22,88 3,57 1 4,80 97 4 22,99 8,04
firsiy
- - — 1 2,19 68

Mizoram




Report on Trend and Progress of Bankingin India : 1986-87 65

st Tl &1 wewaR atgfa o

RATIOS FOR SCHEDULED COMMERCIAL BANK OFFICES IN RURAL CENTRES
I yEaR A) -

December 1986)
( oftr wra w9t i) (Amount in Lakhs of Rupees)
R (- IFIM)
Frequency (Credit-Deposit Ratio)
60% q A xe
40%-50% 50%-60% 60% and above Total
. fel & omftel ofm frdl 33 iRt ofim fll & ownfe shm Pl ® ot afim

%ﬂ@/mﬁa & gen & = e

Region/State/ 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 nees

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

Iut 4= ‘ '

Northern Region 8 204,26 92,56 8 297,21 163,54 38 910,49 828,35 79  3286,00 1574,9
g

Haryana 1 69,94 33,76 2 72,03 38,46 9 275,15 252,06 12 417,12 324,28
fearae wen ’ :

Himachal Pradesh 1 22,36 9,01 — —_ — 2 54,8 59,58 12 447,36 169,41
1 3R R _ A

Jammu and Kashmir 5 88,60 38,68 1 11,51 5,98 —_— —_ — 14 263,99 81,23
kR

Punjab - — — 2 145,52 82,09 3 157,78 131,37 12 1516,31 534,72
TERAH . v

Rajasthan 1 2337 11,10 3 68,15 37,01 23 407,49 372,06 27 499,01 420,17
B Lcin o .

Chandigarh — —_ — — — —_ 1 1524 13,29 1 15,24 13,29
ferett v

Delhi — — — — — — —_ - — 1 126,97 31,81
It AR ,

North-Eastern Region 7 30,00 13,34 10 121,37 65,14 23 138,33 13,02 57 394,16 235,21
Assam — — -— 5 108,58 57,97 10 97,03 90,50 17 242,70 155,78
Hfirg ' .

Manipur : —_ - —_ — — — § 460 7,53 8 4,60 7,53 -
TEEr

Meghalaya 4 22,16 9,72 1 264 152 —_ — — 5 24,79 11,25
WS .

Nagaland — — — 3 828 454 1 209 1,39 7 19,53 8,48
fofern v
Sikkim . 1 71 3 .1 1,88 1,11 1 1,00 62 4 893 3,65
?rli(;)ura —_ — — — — — 3 3361 3198 3 33,61 31,98
OIS S i ,
Arunachal Pradesh —_ — — -— - — — —_ —_ 10 50,67 12,58
i ' :
Mizoram 2 7,14 3,29 -— — — — —_ —_ 3 9,33 397

@) Contd.....
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aroft  2.19:Amfu FR | rqglaw arfva ST F FEieral & MOT-AW FAE W
TABLE 2.19STATE-WISE FREQUENCY DISTRIBUTION OF DISTRICTS BASED ON CREDIT-DEPOSIT

, (fea 1986 &
(As on the last Friday of _

Region/State/ 1 2 3 4 5 6
Union Territory

ot g ,
Eastern Region 1 72,73 12,18 5 362,81 92,95 11 740,64 258,97
e

Bihar { 72,73 12,18 1 61,69 15,20 8 411,64 143,55

AL . B |

Orissa —_ _— — —_ — —

g ane

West Bengal : — 4 301,12 77,15 2 324,71 113,76
PR :

s ok Ay — 1 4,29 1,66

Andaman and Nicobar Islands —

vt & '
Central Region 3 73,25 11,89 5 231,31 60,62 9 530,64 - 189,35
A W2

Madhya Pradesh — —_ _ 1 47,80 11,25 2 61,88 20,96
IR RN
Uttar Pradesh 3 73,25 11,89 4 183,51 49,37 7 468,76 168,39

¥t 4

Western Region 2 126,39 15,35 2 336,84 72,38 5 323,18 121,86

TRI ’ .
Gujarat 1 112,87 14,06 — — — 3 21333 81,50

ey
Maharashtra —_ — — 1 64,00 15,20 2 109,85 4035

2T AR TR A .
Dadra and Nagar Haveli —

T = sk dw
Goa, Daman and Diu 1 13,52 1,29 1 272,84 57,17 - — —

afgoft am

Southern Region —_ —_ —

A R '
Andhra Pradesh — —_ — — — 1 82,11 2930
FEE

3 16,60 4,22 1 82,11 29,30

Karnataka —
Kerala —_— — — 1 5,51 1,24 —_ — —
v g

Tamil Nadu — —_— _ —_ — —

aeE
Lakshadweep —_ - — 1.
qfesd

— 1 725 191 — - _

3.85 1,07 — —_ —
Pondicherry — —

sifam anda
All-India 20 670,78 103,10 29  1821,62 431,56 40 2382,58 849,55

ot : w2 sk &

Note: Data are provisional.
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amutia fel @ Teaar 3ty fareor (wmma)
RATIOS FOR SCHEDULED COMMERCIAL BANK OFFICES IN RURAL CENTRES (Concld.)
31 YpRaR )

December 1986)
{ ofn oma wdl ) (Amount in Lakhs of Rupees)
ﬁammé / =
egion/State
Union Territory oon 12 B “ 15 16 17 819 20 21
i 8
Eastern Region 11 327,06 148,54 11 406,80 218,66 29 52479 620,21 68 243488 135151
faen .
‘Bihar 7 213,66 9671 7 17428 9370 14 22012 239,67 38 115414 601,01
33
Orissa 1 47 187 — — — 12 26553 439 13 29030 355,86
of e
West Bengal 2 87,46 39,42 4 232,52 12496 3 39,14 36,55 15 984,95 392,45
e 3R PR fere :
Andaman and Nicobar Islands 1 L1 54 — — —_ - — —_ 2 5,46 2,20
weaEHt J '
Central Region 9 488,47 212,12 21 770,42 414,51 S5 924,18 936,51 102 301828  1824,99
Y W
Madhya Pradesh —_ — — 8 158,79 85,42 34 406,86 42341 45 675,34 541,04
IR I ' .
Uttar Pradesh 9 488,47 212,12 13 611,64 329,09 21 517,32 513,10 57 234294 - 1283,95
afyerdy 8
Western Region -1 405,18 182,58 4 146,89 83,08 31 761,74 800,68 51 .2100,24 127591
Gujarat 6 307,15 140,61 1 29,78 171,62 8 277,11 206,21 19 940,23 550,00
| 663,33
Maharashtra 1 98,04 4196 3 117,12 65,46 22 478,45 500,34 29. 867,46 - s
TRy 3R A T ‘ ,
Dadra and Nagar Haveli —_ — —_ = — - 1 " 6,18 413 1 6,18 4,13
T gor ol
Goa, Daman and Diu —_ —_ = - _ _ — — — 2 28,36 58,46
Sfavit g
Southern Region 2 11389 48,78 S 344,99 202,06 69 2584,03 2839,73 80 3141,62 314,09
3
Andz?':‘Pradesh — - - - — — 22 %0,18 1121,13 23 106228  1150,43
FeF ' : :
Karnataka — —_ — 1 222,34 13144 19 646,45 786,80 20 868,78 918,24
?(R:ala . 2 113,89 48,78 3 119,67 69,13 8 155,711 157,33 14 394,78 276,48
i : .
Tami;"I%adu —_ —_ —_ = —_ — 19 785,89 762,21 19 . 785,89 762,21
AIEN .
Lakshadweep — - = - — —_ - —_ — 1 385 1,09
vt
Pondicherry — —_ — 1 2,98 1,49 1 1580 - 12,27 3 26,03 15,67
All-India 4 1568,88 697,91 59 2087,69 1146,?9 245  5843,56 - ’6157,50 437 14,375,12 9386,61
froqut - atd arfem &

Note: Data are provisional.



s & & o g skl RS : 1986-87

TR 2.20:31tvRd FT  STEfaa A S % FElerEl o HU-ST FI W

TABLE 2.20 STATE-WISE FREQUENCY DISTRIBUTION OF DISTRICTS BASED ON CREDIT-DEPOSIT

(et 1986 &
(As on the last Friday of

/o St &9
REGION/STATE/
UNION TERRITORY

T (FVI-STHT SFI)
Frequency (Credit-Deposit Ratio)

20% &
Upto 20%

20%-30%

30%-40%

Al A ol
qEn
No. of
Districts

Deposits

Hfm

Advances

forei @
en
No.of
Districts

Lt

Deposits

st

Advances

foaf @ ool 3w
et
No. of Deposits Advances

Districts

1 2

4

7 8 9

it 8
NORTHERN REGION

Lie i S
Haryana

fearae 2w
Himachal Pradesh
o 3l it
Jammu and Kashmir
Lic)

Punjab

Rimtauic]

Rajasthan

g
Chandigarh

et
Dethi

SAT-gdf 8
. NORTH-EASTERN REGION
]

Assam

Manipur

e

Meghalaya

amde

Nagaland

famim

Sikkim

frga

Tripura

TS B
Arunachal Pradesh
i

Mizoram
g4 g

EASTERN REGION
faen

Bihar

et

Orissa

wfim e
West Bengal
3zeR 3 B Doy
Andaman and Nicobar Istands

3 320,53

1 7,62

1 273,90

1 39,00

3 105,86

1 1,39

1 102,03

1 967,36

4 163,96

7 803,40

61

36,68

4,81

7,13

21

6,63
179,51

25,84

153,67

10

17

12

558,80

31,48
22,28
405,12
86,37

13,55

150,55

66,94

28,69
5,77

46,28

2,87
908,99

521,21

387,72

-

137,65

7,62

6,43

99,41

21,11

3,09

39,46

18,91

7,20
1,71

10,89

75
220,20

124,16

96,04

13 603,95 216,75

1 99,98 39,95

2 44,37 15,38
2 55,64 19,82
.2 146,78 55,00

6 257,18 86,61

-8 186,11 67,21

8 186,11 67,21

11 498,83 162,99

B 41199 1350

1 66.86 20,55

2 19,98 7,42
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MM et = Togar g femon

.RATlOS FOR SCHEDULED COMMERCIAL BANK OFFICES IN SEMI-URBAN CENTRES
e YFar #)

December 1986)

(ufn ora w9@ ) (Amount in lakhs of Rupees)

T (S-S SAT)
Frequency (Credit-Deposit Ratio)
. . 60% 3 st R
40%-50% 50%-60% 60% and above Total
ol A o ohm Rl @ swwfeE im el f Sl Hfm e A swwfiwdh afim
REGION/STATE/ No. of Depo- Adva- No. of Depo- Adva- No. of Depo- Adva- No.of Depo- Adva-
UNION TERRITORY 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.

0 8=

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

Haryana 37 102,55 4760 1 43,41 24,98 7 373,09 253,86 12 619,02 366.39
fenraat ww .

Himachal Pradesh 1 10,48 5,14 1 108,08 54,11 1 18,04 11,88 7 20244 94,11
S 3R TR

Jammu and Kashmir 2 10,71 4,86 - - - 3 14,06 11;45 9 11032 43,16
Eric

Punjab 1 140,03 69,57 2 384,40 208,87 4 461,59 450,19 12 1811,81 919,71
T

Rajasthan 3° 118,04 51,17 4 72,06 39,57 10 243,30 220,10 27 77695 418,56
TqENG

Chandigarh - - - - - - - - - 1 1355 3,09
et

Delhi - - - - - - - 1 3900 481
 S-ye & ‘

NORTH-EASTERN REGION 5§ 25577 116,80 3 27,4 14,82 7 18,02 16,08 34 74385 261,51
AqH

Assam : ) 4 186,03 86,21 2 20,48 10,68 1 4 3 17 459,60 183,04
Aftrg

Manipur - - - 4 593 6,66 4 5,93 6,66
-2 g

Meghalaya - - - - - - - - 3 28,69 7,20
Nagaland 1 69,73 305 @ - - . - . - 3 7195 32,59
famim -

Sikkim - - - - - - - - - 1 46,28 10,89
g '

Tripura ) - - - 1 7,06 4,14 2 1205 9,39 3 19,12 13,54
TS Rw '

Arunachal Pradesh - - - - - - - - - 1 1,39 21
jiesied] . :
Mizoram - - - - - - - - - 2 104,90 7,39
gt 8
EASTERN REGION 9 221,37 9946 8 224,00 11847 13 349,92 256,28 69 3170,48 1036,90
faem ~ .
Bihar 4 102,62 45,42 6 129,17 68,40 4 7688 4759 38 1405,88 446,43
T
Orissa ) 3 51,52 26,57 2 9483 5007 8§ 204,08 16585 13 356,43 242,49
aftm s ' ]
West Bengal 2 61,23 2747 - - - 1 6897 4284 16 1388,18 340,57
3t ik P daege
Andaman and Nicobar Islands - . - - - - - - - 2 19,98 7.42

(Gﬁﬂ) (Contd.)
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TROTt 2.20:37¢feTed T F SFTGT A St F Fraterdl o RIT-SHT A W
TABLE 2.20: STATE WISE FREQUENCY DISTRIBUTION OF DISTRICTS BASED ON CREDIT-DEPOSIT
- (Rt 1986 %
(As on the last Friday of
&/Ta/6G W 9
Region/State/ ; 1 2 3 4 5 6 7 8 9
.Union Territory
oyt 8w
CENTRAL REGION 4 97,39 16,85 10 376,95 94,49 27 986,33 351,44
g 539 _
Madhya Pradesh 1 43,70 7,88 2 48,59 13,37 13 282,64 100,36
IR TR
Uttar Pradesh 3 53,69 8,97 8 32835 81,12 14 703,68 251,07
afipdt &
WESTERN REGION 1 298,59 49,26 3 183,88 45,59 4 1003,68 376,03
RS
Gujarat ) 1 298,59 49,26 — — — 1 343,71 123,34
Maharashtra _ — — — 3 183,88 . 45,59 2 116,64 42,80
Ty iR T g ;
Dadra and Nagar Haveli — — —_ — —_ —_ —_ — —_
Tiren T ok d .
Goa, Daman and Diu — — —_ — —_ —_ 1 543,33 209,89
afgoft & :
SOUTHERN REGION 1 413,57 66,82 1 2,04 51 2 231,27 88,85
Y R :
Andhra Pradesh — — — 1 2,04 51 — —_ -
FieH
Karnataka — — — — — — — —_ —
=]a
Kerala 1 413,57 66,82 —_ — — 1 212,85 81,88
Tamil Nadu — — — — — — — — _
agEN ,
Lakshadweep — — —_ - — — — — —_—
s .
Pondicherry — — — — — — 1 18,42 6,97
stfare wndig
ALL-INDIA 23 2203,30 361,65 49 2181,21 537,89 65 3510,17 1263,27
foearoh : aitsd aEfm &

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

3ifm har =)
December 1986)

1 198687

n

(uft ema w94 %) (Amount in lakhs of Rupees)

&1/T/Ew T 8
Region/State/
Union Territory

10.

11.

12.

13.

14.

15.

16.

17.

18.

19. 20. 21,

oyl 8 »
CENTRAL REGION
a9 =

Madhya Pradesh
SHARY -

Uttar Pradesh

ufiredt @
WESTERN REGION

T
Gujarat

Maharashtra

=g 3k TR et

Dadra and Nagar Haveli
e ot &R S

Goa, Damah - and Diu

afaolt g
SOUTHERN REGION
A W
Andhra Pradesh
e
Karnataka

EoG|

Kerala

A g

Tamil Nadu
g
Lakshadweep
e
Pondicherry

fere wrda
ALL-INDIA

27

8

19

11

[

11

73

1105,03

175,03

930,01

510,85

213,71

286,15

10,98

1218,08

239,26
101,23
745,38

131,49

3

485,24

76,62

408,62
231,03

93,55

132,80

4,67
539,42

107,59
49,30
324,84

57,39

30

3692,91 1650,29

11

50

436,18

200,76

235,42
506,09

356,49

149,60

1106,91

150,66

578,89
374,16

3,19

2908,65

240,85
110,51
130,34
272,08

190,40

81,68

597,4

82,1

318,62

194,23

1,82

1571,18

22

15

L2

13

53

16

.18

.13

141

634,46

373,43

261,03

.1089,72

533,22

556,50

3705,15
1097,84
973,91
557,30

1076,10

6907,34

518,33

279,21

239,12
789,17

386,09

403,09

3073,29
893,14
804,92
477,83

897,40

5600,62

101 3636,33 1707,19

45 1124,15 587,96

56 2512,18 1119,24

49 3592,80 1763,16

18 1745,72 842,64

29 1292,77 705,95

2 55432 214,56

79 6677,02 4366,33

23 1489,80 1084,03

20 1075,13 854,22
14 2508,00 1269,98
19 1581,75 1149,02

3 2234 908

401 21403,59 10984,91
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aroft 2.21 : sgfaa Ao dal & wrd i |
TABLE 2.21: WORKING RESULTS OF SCHEDULED COMMERCIAL BANKS )
(@0 ) (Rs. crores)
4 A
f R ¥F TE(8) a3 (20) F(31) feelt 3%(20) £ 3 (79)
" Year State Bank group - Nationalised Other Indian Foreign Total (79)
(8 banks (20) banks (31) ‘ banks (20)£
1984 1985 1984 1985 1984 1985 1984 1985 1984 1985
1 2 3 4 5 6 7 8 9 10
1 o st : ‘
Total Earnings 2783.29 3279.74 5303.17 6309.57 451.57 493.05 384.90 486.27 8922.93 10,568.63
(22)  (178) (253) (19.0) (1.4)  (9.) (285) (263) (24.3) (18.4)
Y
Of which:
Waﬂ“‘@ 2435.61 2891.84 4979.98 5908.38  408.09 452.36 32421 404.28 8147.89 9656.86
Interest and Discount (22.1)  (18.7) (263) (18.6) (20.6) (10.8) (33.0) (247) (25.0) (18.5)
n Fa=g , : ‘
Total Expenditure 2757.96 3245.60 5265.66 6263.68 446.35 485.94 357.33 ' 449.86 8827.30 10,445.08
(2.3)  (17.7)  (25.6) (189) (21.3) (8.9 (27.7) . (259) (24.4) (18.3)
398 ]
Of which:
(%) S, 3um, sfk
R 37 e T =
(a) Interest paid on '
Deposits, Borro- 1810.27 2105.35 3577.97 4298.46 268.35 297.14 183.60 237.38 5840.19  6938.33
wings, etc. (19.5) (16.3) (24.3) (20.1) (21.7) (10.7) (40.7) (29.3) (23.1) (18.8)
(@) F=f % s el
T 3, W, qf=
sk dvm/am A o
(b) Salaries, Allowances, Provident
Fund and Bonus/Ex-gratia 683.63 82643 1211.84 1401.34 12742 136.03 54.93 63.68 2(077.82 2427.48
Payment to Staff (30.8) (20.9) (32.3) (156) (21.3) 6.8) (19.90 (159 (31.2) (16.8)
nr weA sk S B
1 Rl s SR/ SaE
0 & fre weram
A & 9% Ao
Profit after provision for
taxation and Bonus/Ex-gratia 25.33 34.14 3751 45.89 522 7.11 21.57 36.41 95.63 123.55
Payment to Staff (83) (34.8) (-20) (223) (27.0) (362) (409 (32.1) (21 (29.2)

£ - o Rl 3% ¥ o i Ry Y A 31 s 1985 R ity A zwl ¥
Datain respect of one foreign bank pertain to its position as on October 31, 1985.

feopol : g 3 Y T R Fmd = 9 qo F e fe/a (<) TR

Note: Figuresin brackets indicate percentage increase/decrease (~) over the previous year.

W 3 ofterer s R v, o il d
Source: Dept. of Banking Qperations 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, various 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 RRBs

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.
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RO 2.22: &0 Aoy AT F T-AR FAferd
TABLE 2.22: STATE-WISE OFFICES OF REGIONAL RURAL BANKS
R e & 30 A 1987 W 30 5 1987 F 31 fegeit 1986
: ow NG it el 9 S it el R g
State/ 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. 3 R
Andhra Pradesh 16 22 1,010
2. 79 .
Assam 5 12 322
3. farem
Bihar 22 37 1,775
4, TR
Gujarat 9 17 307
5. gfaem
Haryana 4 9 220
6. ferer R
Himachal Pradesh 2 4 92
7. 99 3R FWR
Jammuy & Kashmir 3 10 261
8. FAleH »
Karnataka 13 20 980
9. ¥ @
Kerala 2 5 262
10, TARY
Madhya Pradesh 24 4 1,440
.11, WERE
Mabharashtra 10 17 456
12. AT
Manipur 1 8 23
13. HETeE
Meghalaya 1 3 41
14, AetS
Nagaland 1 7 8
15. I¥
Orissa 9 13 778
16, G
Punjab 5 10 115
17. TSR
Rajasthan 14 27 962
18. afieFg
Tamil Nadu 3 6 156
19, i@
Tripura i 3 77
20. FWRA
Uttar Pradesh 40 54 2,787
21, wfEm s
West Bengal 9 15 78
22. OISR WU
Arunachal Pradesh 1 4 15
23, Ry
Mizoram 1 3 13
Iz
Total 1% 350 12,838
& ; Trd
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Operations 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 NABARD

279 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
short-term and non-schematic medium-
term loans was to be 30 per cent and 20 per
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2.80 1986-87 % SR S 3 Tl fHreaeT
226.9 FS TG F ATy F07 G 145 e
grefor Sl W 3R 122 Sy rfior S @ 80.3
FAT T4 T F AeAE B (R-ASTEE)
e 7SR | S 1987 o 37 § 39 HiAel %
flareeh srehTaT T 207.2 FlS T99 3R 192.8
FE T3 o | 1986-87 & SNH T T iy
T S S Tl TR 8.0 FS T4 & HeEty
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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.
RRB: 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. ¢) 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. €) while
the restrictions on lending by RRBs to
non-target groups may continue to be
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maintained, they may be allowed to
provide credit to select institutions such as
SC/ST 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) it 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/Facil_ities

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 demand/usance
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 credit/overdraft 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 Stipulation 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 public 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
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cotton textiles (6.0 per cent). Industry as a
whole accounted for Rs.10,945 crores or
55.7 per cent of total working capltal
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 per
cent, petroleum industry 5.4 per cent and
generation and distribution of electricity

2.5 per cent.
2.890 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 Accordingly, it was decided that
effective July 1, 1987, in respect of larger
borrowers who (i) comply with the second
method of lending requiring a minimum
current ratio of 1.33:1, (ii) submit
regularly the prescribed quarterly

. statements and (iii) maintain levels of

inventory/receivables within or at the
prescribed norms/past 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
relaxing 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, Tteconstruction including
restructuring of share capital by reduction
of the interest or rights of the
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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
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: 1) 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 companies 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,13,028
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 advances to small
holders with land holdings of not more
‘than 5 acres and who do not have their own
processing units, may be classified as
agricultural advances as part of priority
sector lending.

Advances against Gold Ornaments and

Jewellery

297 In terms of the earlier RBI
guidelines, bank advances against gold
omaments 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 financiers 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 from
Rs.6,000 to Rs.12,000.
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Differential 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 SCs/STs 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 respectively).
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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, ITI trained
candidates were also eligible for assistance
under the scheme for industrial service
ventures. A sub target of 30 per cent for
SC/ST 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.
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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 return/rejection of loan
applications, etc. was conducted by the
RBI. The Study Report is under scrutiny.

. Self-Employment Programme

for Urban Poor

2.103 During_1986-87, Government of
India introduced a 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
cities/towns 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 cell for the purpose, periodical
reviews of progress and adequate
publicity 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 (April-March) 3.74 million farnilies

were assisted of which 1.68 million families

- belonged to SC/ST. 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 47220 44110 604.37

including state share

(Rs.crores) ' _
Term credit disbursed 857.48 730.15 997.78
(Rs.crores)

No. of families assisted 3982 3061 37.41
(lakhs)

' No. of SC/ST families 1738 13.23  16.8

assisted (lakhs)

Source:Ministry 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
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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 States/Union 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 provide 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 Himachal Pradesh and Rs.10
crores for flood victims in Andhra
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 SCs/STs and economically weaker
sections in different States. The total
housing finance disbursed by commercial
banks during 1986 was Rs.186.21 crores.
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High Level Group on National

Housing 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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bank in equipment leasing business, by
way of subsidiary and/or 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 1968

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 Bank 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)

Post-shipment credit _

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) 9.5

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) i

Policy Measures Relating to Export 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
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collected at the time of negotiation/
purchase/discount of bills, the excess
interest collected for the period from the
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 of 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 that 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. «

2.119 Various - measures for more
effective control over the quality of the
loan assets were introduced, e.g.
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classification of the advances according to
the health codes, timely renewal and
review of credit limits, effective

'procedural/operatxonal 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 or 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 share§ and
debentures for the purpose of deployment
of funds and to ensure that the aggregate
of shares and debentures devolving on the
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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
holding 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 -tonsortium

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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of 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 Ilimits

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 Barks 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 been
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



e 2 e 9 s A s e e« 198687

98 -

1986 3 T fardia fomsl, anfore S ik R
alieifirs freprg % % qor FEvTm F T
oo et ot | T S o Ih I ae
amfre S ol fada wenel & o arfies
g A % fou s atfafes 3ur &0 % T
St Y gia e T Rl A et ®1(G6)
Y A Y FH CF Y qIHA (i) ST G
TR A 8 TR 8 Sl Ted foria el g R
T g S g EER R S, (i)
FT Yot T SETERAIST 1 S gRy Ao A
frefor aik % Sfo T ¥ vafa it swers
FH & Gag ¥ s een # @ R
e, (iv) NeW 3R fdid F9R R0 & §
et et geafa (v) faia dened siik s
& siier aTervaeh ey I S 3R (vi) W
T R 31y U IR WeH R S

qmafaanaafiﬁwﬁﬁu |
YT A fhd 9 & sura
2.128 Sl I Qi e T fe A W =R
yfEeT, e FufEl W aduE SEEA &
forer & o (g0 e @ sreran 3 S/ R
qonsl % 9Y 99% ®9 ) W fud fe

(ST e MR W) HR Y e

el R fER T =N 3% e el @
Tl =9 % Tam o fe e sfed ero %
SRR fcsrA fora 2 | e ot g &
g # U ume # e 9l % 9 9% fam
T o R T o6 TRl & Y 6 e i
- e ¥ A Y R0 R G e B i
R IF T G, T8 0 [oh & @ W oA
R <t Uk & A § S e MY T
1T, Yo & i Fee Wi AR e ¥

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 are 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 of 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/
renewal/enhancement of credit facilities so
as to ensure that'the 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 setup 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 Chairman/Managing Director
with suitable lower limits for other top
executives/committee of executives. Cases
of  write-offs, losses, remissions,
compromises and séttlements upto Rs.10
lakhs are to be put up to the management
committee and proposals involving Rs.10
lakhs and above are to be put up to the
Board.

Notice Deposits

2.131 As there was no uniformity among

" banks relating to minimum period of

notice required in regard to ‘notice
deposits’, banks were advised to adopt a
uniform definition viz., ‘term deposit for
specific period but withdrawable by giving
at least one complete banking day’s
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notice.” Banks were also told to allow
splitting of term deposits and 1ssumg of
two or more receipts individually in the
name of legal heir/s, representative/s,
nominees on their request, without
attracting penal provisions as also splitting

~ of joint fixed deposit Teceipt 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 concessio_ns 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 trade/
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 up/completed. 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 up/completed.

Frauds in Banks

2.135 During  1986-87  (July-June)
investigations of 21 frauds/complaints 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 Ona 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 on
tyre and other rubber products which are
being 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
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to review the norms for inventory/
receivables relating to paper industry was
also set up in September 1986.

Working Group to Review 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 Iargest 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 Finance

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
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entirety and suggest such modifications as
may be . necessary. The sub-group 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 Bank held two

‘separate meetings, one Wwith export

promotion organisations/associations to

listen to their grievances/operational

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
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monitoring and follow-up of the action
programme.

Committee to Review the Flow of
Institutional 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 SSI1 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 reliefs/concessions that can be
extended to sick units according to certain
norms were issued along with the
guidelines. '

Standing Advisory Committee to Review
Flow of Institutional Credit to SS1 Sector

2.146 The Standing Advisory Committee
reviewed the flow of bank credit to SSI
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
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satisfactory. The Committee, however,
expressed concern over the increasing
number of SSI units falling sick and made
the following recommendations:

i)y The State Government and
federations/associations  concerned
with the development of SSI may
take up sample studies of SSI units
to identify problems/causes leading
to industrial sickness and to make
suitable arrrangements to improve
the information system.

ii) Measures should be taken to
popularise the customer service
centres to reduce delays in the flow
of credit.

iii) The State-—level inter-institutional
committees should be made use of for
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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Miscellaneous

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.
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2.151 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.

' 2.152 Bills Rediscounting Scheme: It has

been decided that banks may be permitted
to rediscount genuine trade bills of
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. It 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 clarifi 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 wvalue 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 successor/survivor without
insisting on succession certificates and on
the basis of indemnity ; 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 branchesby
the executives at regular intervals,

Security Arrangements in Commercial
Banks

2.155 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
dacoities/robberies, 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
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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.

Mechanisation/Computerisation in
Commercial Banks

2.157 As at the end of June 1987 the

.public sector banks had installed about

2,750 advanced ledger posting machines at
over 1,050 branches. A fresh agreement

“on mechanisation/computerisation  in

banks was signed in March 1987 and it will
lend thrust to the programme of
mechanisation/computerisation in banks.
For reglonal/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.

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 reader/sorter 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,
Bangalore and Hyderabad will also be
cleared under the above scheme. High
speed reader/sorter 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 Inpartial 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(II1A) 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 transfer/
discounting facility available to. the
scheduled commercial banks was extended
upto October 31, 1987. The number of
banks which have been sanctioned
telegraphic  transfer/discounting  limits
‘remained at 49. (For rates under Reserve
Bank’s Remittance Facilities scheme
please see Appendix II to this Chapter).
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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 issued more 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 offices/branches to

keep a watch on the use of Hindi.
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APPENDIX 1
INTEREST RATE STRUCTURE EFFECTIVE FROM
APRIL 1, 1987

. N R
' (=fSe wferem)
i & ol Rate of Interest
Category of Advances (percent per annum)
190 1987 A 1 IR 1996 F =
Prior to April Effective April
1,1987 1, 1987
1. wrastfrer aget 3R femwon wsiftat
Public Procurement and Distribution Agencies
1. YR TR T ed TR A & S @ (7,
M/ wE q9r A ST A ol o Sde @
frm, 1= W /ade T o A oSReE ¥
3 Fid Wi, e el WER 30 AR g
wem § frfyae o W S )
FCI, State Governments/agencies acting as agencies of
FCI for procurement of foodgrains (wheat, paddy/rice
and coarse foodgrains) under the full price support
scheme of the Government of India, where the sales are

14.00 14.00
at fixed prices through Government approved outlets. -

2 () FhE S T TR T i R TR e
STARd R o mem ¥ ffvar AR ¥ fag
fAifdy eraEsas ST Al S Tt/ e F
e e R, 3 oo § - e, T i, fredt o 3w,
AR
Advancesto Central and State Government agen-
cies entrusted with procurement/dlstrlbutlon 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 15.00
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et & S

Category of Advances

13741 1987 ¥ @

Prior to April
1, 1987

1 318t 1987 | &1
Effective April

1, 1987

II.

(i) ¥ IR T wE iR @ ot R
mmmﬁa@wmﬁaﬁzﬁaﬁaﬁ@ﬂaaﬂ
& diar T 2 )

Advances to Central and State Government agen-
cies entrusted with the procurement of pulses and
- oilseeds at support prices fixéd by the Central Gove-

rnment.

() ¥ IR T G wiRE @ ofiE R ST
it 2 ¥ iy qual § 3R ST TEF ITIH YU hi
e 3R fereer 1 s gl T R )

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.

(i) ¥ 3R T T TS A i 5 A
m’cﬁéﬁ TG 1 1 Wi T & el e waed
ST & |
Advances to Central and State Government agencies

entrusted with the procurement of cash crops where
there is an element of price support.

(i) FF IR Ty WEHd SRAE 1 i g s,
m% R sis it agel AR e @ e g
™R

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

S 3 TS0 W) Tl o i R AT aEr
R ferghl 3 ferg qual ot argett iR fereror a0 vl Wi e €

Advances to Central and State Government agencies entrusted
with the procurement and distribution of commodities for sale on

a commercial basis.
A 3R § (TaATre Fo1 Freisn &t wim s Wi
ATaT qua & forg )

Minimum Lending Rate (for commodities coming within
the purview of selective credit control)

() TIITE BT R0 & 7€ quai i SEee WY
STHETS 0T/ 31am /e FOT/STGEE

Loans/advances/cash credit/overdrafts against com~
modities subject to selective credit control.

15.00

16.50

16.50

16.50

. Not exceeding
17.50

q Aty

15.00

15.50

15.50

15.50

16.50

16.50




from Government covered by Guarantee
of ECGC (upto 90 days)
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Sl A 2ol 1 3%t 1987 ¥ 1 3 1987 A T
Category of Advances Prior to April Effective April
1,1987 1. 1987.
(i) Tt =Rl & G H =t fiet 16.50
Sugar mills in respect of all stocks (Ffﬁl:!) 16.50
(minimum)
. fafa
Exports
1. ORAEHYE B
Pre-shipment Credit
(i) 180 f&a wh
Upto 180 days 9.50 9.50
(i) 180 & ¥ afn ok 270 f 7
Beyond 180 days and upto 270 days 11.50* 11.50*
Gii) Frafa o mE A 95 e % St STReTe
T TR T W (90 feAl )
Against cash incentives, etc. covered by ECGC
guarantee (upto 90 days) 9.50 9.50
2. UNCRARR 30
Post-shipment Credit
(i) i fre-uRee a6 R (e RReh 1w
A ¥ W AAEE)
Demand bills-for transit period (as specified by 9.50 9.50
FEDAI)
(i) HrE faer-180 fed @R
~ Usance bills-upto 180 days 9.50 9.50
(iif)  Frafer 0T 3R I Forre & I o Sferia SRR ’
M TR NI, J[eh et 37T (90 footi oeF)
Cash incentives, duty draw-back, etc., receivable 9.50 9.50

*ﬁaﬁﬁa%&éﬂﬁﬁ%wm

With the prior approval of the Reserve Bank.



116

s 3 dFm ) wfa ot sfn-wnd fedd : 1986-87

ufiferg I (9rd)

APPENDIX I(Contd.)

1381 1987 A @ 1 371 1987 | W]

A A Prior to April Effective April
Category of Advances 1, 1987 1. 1987
(iv) eRa Tfrt (90 A ) 050 5o

Undrawn balances (upto 90 days)
(v) UIaeTer @ ariie ¥ O o it 3rafy & ek < W

HRO € (et ST 3 3791 % ) i STFa W

(90 & o)
- 9.50 9.50

Against retention money (forsupplies portion only)
payable within one year from the date of shipment

(upto 90 days)
3. i =0 |
Deferred Credit
T 9 Ay ey & fog e muw
- Deferred Credit for period beyond one year
4, YH-ATGE HOT A, 1976
Duty Draw-back Credit Scheme, 1976
T Y SfErRRal 50 S &9 | YT Yesh araet = e =t Pea
R (90 & ) -

Against duty draw-back as provisionally certified by
the Customs Authorities (upto 90 days)

8.65 8.65

Free of interest Free of interest

5. 3 fifde = R ™ frafa wmor 14.00 ¥ 16.50 9% 14.00 ¥ 15.50 Ih

Export credit not otherwise specified 14.00 to 16.50 14.00 to 15.50

IV, ¥ (va9 ) £
Agriculture (Direct Finance)£
FH H Y e STeqrafy Fot
Short-term loans to farmers
(&) 5,000 &, TF
(a) Upto Rs. 5,000
(@) 5,000 . | 31 3R 10,000 . 7F
(b) Over Rs. 5,000 and upto Rs. 10,000 1250 12.50

11.50 11.50

£ g fam & gma ¥, sreia wafe F wv wufrl Fe da wffkdl/a ST Al sgseeta skl $ 9 o % T &,
3ifem suwEal % Gad F TR TRaTet X TG & Rl ¥ Wl sl g ol s R F wEe o aifen sk 7w @ R
+ft qrret # e e e U & A T B e | snafires $f Fw wifl g Ja afifedl/ 92 serah sgseeia ahfd
{ I g0 AT TR R GIE 0 W I Sl 1 qOF & A Q 9 2.5 SV 35 A oA e
In the case of indirect finance i.e., advances through PACS/FSS/LAMPS, the rate to the ultimate borrowers should be

the same as charged by co-operatives in the area and in any case not exceeding tfie rates applicable to direct finuance.
The rate to be charged by the banks to PACS/FSS/LAMPS should be atleast 2.5 percentage points lower than the

rates for the respective category.
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10 1987 R 1 ada 1987 R EM

el 9} S ) ) ; ;
Category of Advances Pnolr‘ tl%;?,pnl Effclc'ul\gzs_;& pril
() 10,000 &. & a1t 3K 25,000 %, T 12.50 ¥ 14,00 TF 12.50 ¥14.00 TF
(c) Over Rs. 10,000 and upto Rs. 25,000 12.50t014.00 12.50 to 14.00
(9) 25,000 %. Q 3w 14.00 ¥ 16.50 % 14.00 ¥ 15.50 Th
(d) Over RS. 25 OOO 14.00 tO 16.50 14.00 tO 15.50

3. Sl & Iae wd faawn, S 7 @ Al B oI

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

3. I & foa & fae a1fim

C. Advances for distribution of fertilizers

(%) 5,000 &. T

(a)Upto Rs. 5,000 11.50 11.50

(W) 5,000 %. & e oM 25,000 &, T 11.50 ¥ 14.00 T 11.50 | 14.00 T

(b) Over Rs. 5,000 and-upto Rs. 25,000 11.50 to 14.00 11.50 to 14.00

(M) 25,000 % & fem 14.00 ¥ 16.50a% 14.00915.50 a5

(c) Over Rs. 25,000 14.00 to 16.50  14.00 to 15.50
V. T 3 :

Small-scale Industry
1. 25,000 %. T o GHH HOT
Composite loans upto Rs. 25,000

(%) =3 &

(a) Backward areas _ 10.00 10.00
(@) ¥ & , |

(b) Other areas 12.00 12.00

2 Preafofes dmel % STty ofm ¢«

Short-term advances,limits of:

(%) 2 G T T IR 2 o B9 T | 12.50 & 14.00 T 12.50 ¥ 14.00 T

- () Upto and inclusive of Rs. 2 lakhs 12.50t014.00  12.50 to 14.00
(@) 2 o T3 9§ e 3T 25 T T T 14,00 ¥ 16.50 T 14.00 | 15.50 T
(b) Over Rs. 2 lakhs and upto Rs. 25 lakhs : 14.00 to 16.50  14.00 to 15.50
(T) 25 AT T Y | 16,50 ¥ 17.50 T

(c) Over Rs. 25 lakhs 1650t 17.50 - 16.50
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1o 1987 A qd 1 edm 7AW

. A A Prior to April Effective April
Category of Advances 1. 1987 L 1987

3, HRT, Tty 3R ek Fa (R oY ale ot sy
/e Rafefd F I & fAoor & waemd) &
Hegard Ta-wie frmi @ aifim

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, T-SRE sTgfa Sfwdl/egfea Sl & faer
Frmll Y (Rl 9t @l Sl agfd Sii/storen et
Faae % faque & fow) afim

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

vmmnmﬁmmmﬁmaaw&mﬁﬁaﬁw*

Loans to IRDP beneficiaries *

VIL. 37 S
Other Categories
1. favies =1 | fim

DRI advances .
2. R MR A

Retail trade advances

(F) 5,000 &, Gfed 3. 5,000 %. asﬁémhtq
(a) Limits upto and inclusive of Rs. 5,000 12.50 12.50
(@) 5,000 & ¥ aTfrr AR 25,000 &, T 12.50 ¥ 15.00T% 12.50 ¥ 15.00 T
(b) Over Rs. 5,000 and upto Rs. 25,000 : 12.50 to 15.00 12.50 to 15.00

10.00 10.00

4.00 4.00

(1) 25,000 7. § Hfer 15.00 | 17.50 @ 15.00 ¥ 16.50 T
(c)Over Rs. 25,000 15.00 to 17.50 15.00 to 16.50
3, Wfger fim |
Educational advances :
(%) WG § I I & YA o faq fe fornedf FR YT A TR Y FH A
(a) Indigent students for purpose of higher education Not less than Not less than
Bank Rate Bank Rate

in India.

+ = &) fruiia X o ST, <R e § e S R T & @ e

The prescribed rates will be charged irrespective of whether refinance is obtained from
NABARD or not
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Category of Advances

1adw 1087 @ 1 add 1987
Prior to April Effective April
1, 1987 1, 1987

(@) 31 s afom

(b) Other educational advances

4. s ffdE 7 R T MuftEasa S

Priority sectors not otherwise specified

5. 37 gt At

All other advances .

6.16.5 Jfded = S AAfteram W F 7d W IUREFAA F
Sl % fer Tt foer o wose

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 3 R

Term-L.oans

1. 1Y S A Al
Small-scale industry units in
(i) fose & &
Backward areas
(ii) 371 &R o
Other areas

2. FN (739 fa9) $

Agriculture (Direct Finance)$

(i) ey frerd ok oft T

Minor irrigation and land development -

(ii) 371 A

Other purposes

(%) T PR
(a) Small farmers

(@) I T
(b) Other farmers

14.00 ¥ 16.50 T 14.00 ¥ 15.50 TF
14.00 t0 16,50 14.00 to 15.50

14.00 | 16.50 I 14.00 ¥ 15.50 T
14.00t016.50  14.00 to 15.50

16.50 § 17.50 T

16.50 to 17.50 16.50
15.50
12.50** 12.50**
13.50 13.50
10.00 10.00
10.00 10.00
12.50 12.50

o e < e SR N it T Sl o ® | S g S sl 3 ey fernan 3 fe, 13.50 WA A i)

This rate of interest is applicable for new units set up in backward areas. For expansion/diversification of existing

small-scale units, the rate of 13.50 per cent should be applied.

$ srsre fore 3 T A X i el 3 R SRR Tl WS o e Y T afe/AS SR el agS Wik
o TR & Ry R TR E, a ¥ | Mo T A/ T TESAa w/ s S il ¥ wed ¥, 3 In

o TaTeh &t S SuREd | o SrEel X W 1.5 s o ¥ I a9

In the case of indirect tinance these rates are applicable to the loans to the ultimate borrowers where the loans are

routed through PACS/LAMPS/FSS. The rates to be charged by the banks to the PACS/LAMPS/FSS should be lower

than_the rates to.the_ultimate. horrowers By T

O g AR

5 percentage poits.
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afmf 3 Soft
Category of Advances

1 38 1987 A @

Prior to April
1, 1987

1 38 1987 Y @]
Effective April
1, 1987

(iii) SR/ ‘oY FuF" ] A 98 TR = H @
o s TR 3 fore T oK ot -
W Hfa SuRTl it @R & fae d@ar w7

Term-loans for purchase of equipment based on new
and renewable sources of energy for agricultural
purposes, irrespective of whether the borrower/

farmer is ‘‘small farmer’’ or otherwise.
3. T8 ffoy

Housing '

(i) STTgfg Sferal/STgfad Sl % S el 5,000 €.

gfed 3k 5,000 &. o
SCs/STs upto and inclusive of Rs. 5,000

(ii) 31741 1 5,000 %. Wigd 3K 5,000 &. aF
~ Others upto and inclusive of Rs. 5,000
(iiif) 5,000 &, q e 3R 50,000%. T
Over Rs. 5,000 and upto Rs. 50,000

(iv) 50,000 ¥. ¥ 31fth
Over Rs. 50,000

4, G5 YREe =
Road Transport Operators

() T T
Upto two vehicles
(i) 4 Siferm arA
- Three or more vehicles

5. o7 quft Wt R

All other term-loans

IX 3Tgfa. Sufal/sgfen Sefoal % oot AR wfEka
fh a9 T AR WA ARan () o) @***

Professionals and self-employed persons belonging to SC/ST
and professional and self-employed women

loans) @ ***

10.00

4.00
12.50
13.50 °

15.00
12.50

15.00

15.00

13.50

10.00

- 4.00
12.50
13.50

15.00

12.50£

15.00£

15.00

13.50

£ st 3 s 6 el 3wy 3 i a7 oRere oo STt ST 861 3 St T § 1 areTafy R W 14,003 15.00
shro @ e & iR & ke 1 g 7 gffEa fem S aifee 6 9% SR VILI(4) & Fta 2R T et %ol & foe PrdRa

I

Small transport operators owning a fleet not exceeding 6 vehicles come 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 VI (4),
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1atdet 1957 Aqd 1 Y 1987 R EM

bkl Prior to April Effective April
Category of Advances 1. 1987 1. 1987
X rgfea /g Sl F aean ot whafa
fth e ZEErl IR Wi Ao (Hae B Y R ) e
Professionals and self-employed persons belonging to SC/ST
and professional and self-employed women (other than
term-loans) @ *** 14.00 14.00
XI. fofid SUTIR goal & e wRieR suee R o A
Scheme for providing self-employment to educated unemployed
youth
%) ﬁ@g ﬁﬂﬁ :
(a) Backward districts:
(i) 25, 000 E9 T 0T - .
Loans upto Rs. 25,000 10.00 10.00
(ii) 25,000 TIF T SAfEF F01
Loans exceeding Rs. 25,000 12.50 12.50
(@) faa
(b) Other districts:
(i) 25, 000 TT3 T T
Loans upto Rs. 25,000 ' 12.00 12.00
(ii) 25,000 T93 ¥ e 7
Loans exceeding Rs. 25,000t 13.50 13.50
XI1 ¥l P & foe =RIsmR R & Srwaid o
Loans under self-employment programme tor urban poor. 10.00
X111 oS =11 T ARSI & ST e =afmal ohl Sige faeeim
- =Rl I FEE A 3R U A @l & f i wemm-
T HHA | A 2,500 %, & Notexceeding Not exceeding
Financial assistance to physically handicapped persons other 15.00 15.00
than those covered under the DRI Scheme for purchase of p
artificial limbs and aids subject to maximum of Rs. 2,500 in % ¥t
~ each case. : _

@ T 3R TR T o T SifEERn § S T SR TR Red 3 g aivea da @ 7 v, 1983 ¥ sl
3. dia@. Sl 21/, 682-83 F W F € T I F Y | S R 6 F Y T WO F STHES W SR

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.

*** e I TSR T AR Ao SR FRER B R T 3 el | S R w9 3w xal x ¥ s o § g
T 3 e I 9 <X 15 e 3l sty R % R 15,00 A 15.50 e AR = |
For advances to professionals and self-employed persons and small business not specifically covered under items 1X
and X the rate should be: term loan — 15 per cent, and short-term finance —~ 15.00 to 15.50 per cent.
+ T8 A % da SAeifiren el % g, 35,000 T o T TR R ST €1 AR AT H A R ORI g ] e o

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.

R Reer 3k faer fom, w1 R 3=.

Source: Department of Banking Operations and Development, RBI.
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foged e =) oy Ry Ao B sienta AR St Aok gl ok S stal R

RATES FOR TELEGRAPHIC TRANSFERS, BANK DRAFTS AND MAIL TRANSFERS UNDER THE
RESERVE BANK'’S REMITTANCE FACILITIES SCHEME

e wrenal & fo
BANKING INSTITUTIONS
S e, i e % At sl R % Arem @ AR SN, I Sia a1 g g A guid s Pt 3T R awd €

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

as detailed below:
T WA e Al 3 ferorof
e w Tdy § g sngfa
Whether at par Limits on amounts Frequency of Remarks
or at premium remittances
(31) Igygfaa dw
(A) SCHEDULED BANKS
1. fyd d= sl 4 @ T | 50,000 &, % 7 & 37 1§ e &
T F d= 10,000 %, & TN F
Between accounts at At par In multiples of Rs. 10,000, No limit —_
RBI offices ‘subject to a minimum
of Rs. 50,000
2. (F) feed o wafem @ TE R - 25,000 %, ¥ AR & e @ waE § ST 3% e, wwasy,
fivd 5 % T @ 5,000 7. & U A WA - e a1 g e 3
R A 73F B Y R 313‘1?(1 %,
. forg e foraret = & & et vl
F &g &t
(a) From an agency At par In multiples of Rs. 5,000, Four times Remittances are
office to an subject to a minimum aweek permitted to each of the
account main- of Rs.25,000 scheduled bank offices,
tained with RBI ' branches, sub-offices or
pay offices, subject to the
conditions specified in the
preceding columns.
(@ I F @ T W @ @ Farg A
vt @i @ el o Y2E W
walead -
(b) From any account Atpar. -do- Fifteen times —_—
with RBI to an aweek
agency office
3. et ol wafem @ Wi W o 3 ;
fd 35 A 7% @n 2 R gmm s, * et
# R T g o
Other remittances to its Atpremium2 P%; No limit No limit —_—
account with RBI from minimum Re. 1

an agency office
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THE WA i ¥ R ) . feomlt
WitEm EERR: | s
Whether at par Limits on amounts Frequency of Remarks
or at premium remittances
4. fofafga s va §
’ ™ I Jyur-
Other remittances
favouring—
(%) @ o afvsr 5,000 . T wdm . =g dn —
T TR A @ 3%y w1 w0
el wufa 5000%. § s :
28R % =W 150 %,
(a) Themselves or a Upto Rs. 5,000-3P %;
commercial or co- -minimum Re. 1* . ..
operative bank ora Over Rs. 5,000-2P %; No Limit No Limut -
co-operative society minimum Rs. 1.50
(@) o= nffai 5000 T, TF 28 g P dm —
6o w1 =
5,000 % § fts
3% %N 3 ®
(b) Other parties Upto Rs. 5,000-6P % ;
minimum Re. 1* No Limit No Limit —
Over Rs. 5,000-3P%;
minimum Rs. 3
(am) h-orgfm &=
(B) NON-SCHEDULEDr
BANKS - .
1. fod 35 % walad 3 TR W 20,000 7. % AT F o7 i gy —_
o g & 9= 5,000 %, & TR ¥ :
Between accounts at Atpar In multiples of Rs. 5,000, No limit —
RBI offices subject to a minimum of
. Rs. 20,000
2. () fdt oo wafe & T R 10,000 % FH F o g * g O watedl, wEe,
fid 5 F @ 1 5,000 T W ER IerElTAl o TraE satert ¥
ook | e A T ) Y ST
fohg e forad w0t ) et vl
¥ srefia A
From an agency Atpar In multiples of Rs. 5,000, Four times Remittances are
office to an account subject to a minimum of aweek permitted to each of the

maintained with the
RBI

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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R W o % ol ) froqoft
s wdu F o smfa
Whether at par Limits on amounts Frequency of Remarks
or at premium remittances
nfrd 3 % @ T W 10,000 . & A Y & A o T A .
Voot T @ fed g 5,000 %, % Tl tre w
¥
From an account Atpar In multiples of Rs. 5,000, Fifteen times
withthe RBl toan subject to a minimum of a week —
agency office Rs. 10,000.
3. Pl & ou ¥ e
T 37 A
Other remittances
favouring :
(%) e R Sifirm W 5,000 5.
389 % =T 15 — —
5,000 ¥, § aift=
248 % W 1.50 %,
(a) themselves Atpremium Upto Rs. 5,000-3 P%;
minimum Re. 1* —_— _
OverRs. 5,000-2 P%;
minimum Rs. 1.50
(@) dwl uffat siftmm | 5,000 &, 7% _
6 18 % 2w 12 —_— —
5,000 %, & i
38 % qTm 3 &,
(b) third parties At premium Upto Rs. 5,000-6 P%;
minimum Re. 1* - -
Over Rs. 5,000-3 P%;
o minimum Rs. 3
(3) T wgErddw
(C) STATE CO-OPERATIVE BANKS
1 fod 35§ wafd ¥ T W 50,000 %. & R G T & 3§ T wea 3 R v
@ ol % 99 T & oy & o oft ol =) srmfa d
10,000 %, & TR &
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
co-operative banks
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TEHE W oy & frev @ forereh)
i @ ddq q wm swfa
Whether at par Limits on amounts Frequency of Remuarhs
or at premium remattances
2. () frlt ol amafers @
From an agency
office :
@ fd IFFam )
W frdan 9
25000 %, ¥ e d quad st shefre wea
(@) frt wid N wE W 27am & ndm aman A4 a1 33 T Tl A A
e & T 5,000 %, 3 T A T i i v
w T He- fF mw & 7 wfonst &
10 f= & yun RAH 7 foro, Fag fad vy ¥
Frafer % @
q J
(a) toanaccount )
maintained
with RBI
(b) to thé head In n?ultiplcs olj Bs. 5.000, Four t‘:mcs Ccr‘ltr:lx'l u‘n: :ﬁ:l::rcnal co-
office account > At subject to a minimum awee operative banks
fih par of Rs.25.000 treated as branches of
ofthe slt)atek state co-operative banks
€0-op. - a[:j to which they are
m.amtame affiliated for the purpose
withan of these facilitics
agency office
(i) e % F TR @ T | 25000 €. % U g ¥ T wead &% 4 & 3 A
frdl @ Q el g % A 38 AN e a7 sl 9 o wg
oS watey o 5,000%. & oY A Fm frEER FE 15 3
‘ T 2, 7§ a1 v wmen
’ : ERER LU
From an account Atpar In multiples of Rs. 5,000, Fifteen times A state co-operative bank
with RBIto

an agency office

subject to aminimum of
Rs. 25,000

a week

canmakeonly 15
remittances in allina
week to any of its
branches at upcountry
centres and not 15
remittances to eachofits
Jranches
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T WA A & ) Soui femoit
sfam W d9q 9 @ amgfa
" Whether at par Limits on amounts Frequency of Remarks
or at premium remittances.
3.l o i R} Han W A R =f T —
o 3 e o & 2w 1% '
W W@ g’ A R
TR 3 o ‘
Other remittances to At premium 2P%; o No limit —_
an account which it minimum Re. 1
maintains with the
RBI from an agency
office

4. fofafae-d og F 5

SHare 3 | S
Other remittances
favouring :
(%) =4 & siftmm ® 5,000 %, T ¥ () s U1 TeEt A5 F Wy
- 383 % AW 025 F. Fag aurEd st shehfe
5000%. ¥ it T 3 F T TEwd
28 % = 150 3. ot wEell F & A A
‘ ™
iy Frel U1 e S A
s =1 39 vg AT
Tl ¥F F I W R
Fx o Sor W R S,
R 36 F= 1 v FEies
. LR E T
(2) Themselves. At premium Upto Rs. 5,000-3 P%; No limit (i) Central and industrial
minimum Re. 0.25 co-op. banks
Over Rs.5,000 2 P%, - affiliated to a state
minimum Rs. 1.50 : co-op. bank are
treated as branches of
the latter ’

(ii) Remittances will be
issued to astate 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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TS W/ af¥ry & S & feroqt
A ® g 7 emgfa
Whether at par Limits on amounts Frequency of " Remarks
or at premium remittances
(@) drad widh it 9T 5,000 . o +¢ W 78 -
6 10 % 7w 0.25 %.
5,000 & ¥ afirw
388 % M3 s
(b) Third parties Atpremium Upto Rs. 5,000-6 P%; Nolimit —_

minimum Re. 0.25
OverRs. 5,000-3 P%;
minimum Rs. 3

* . O o % fg R 123, % 39T 025 &,

Drafts for small amounts at 12 P.% ; minimum Re. 0.25

fooh: ) "TER” @ A & WEER @ TR AR SR AT R S SR s o
Note : ‘Week’means the period commencing from a Saturday and ending with the succeeding Friday.
(i) ey TR & oot AR TR B R S € 3 el A fafer vl & sfifs arow R 3md

‘Where remittances are sent by telegraphic transfer,telegram charges are payable in addition to the exchange charges.

(i) 37 AP I A ) o @ R 0N w w2

Other Remittances'¢an also be made to or from treasury agencies,

(v T4 TEER 3,7 oiaa 4 4§, Faw A 7 F oot dww gawed @ @ W 331 v €, 3 e A ' % sida )

State co-operative banks, which are scheduled banks, will bc able to avail themselves of remittance facilities only under
Scheme C and not under Scheme A.

)& T d /A B T W (4) F SHEn Ao W W X RO § S el T Tl I A

. Cooperative banks/societies which are not affiliated to any state co-operative bank are also entitled to remittance facilities

as in item (4} above.

aa :mﬁaﬂtﬁé@tmm,ﬁaéé‘maﬁwmmﬁmmgﬁmmnwsaﬁm

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

Scheme, 1975.‘
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ALY 3

e AfeRT

fagacie |

Hewll ST &9 % fau 1985-86
(JEE-SH) # oA oy ¥ fm s
Y §1 39 @Y ¥ SN FeHd SR &
(T, % a1 Weifirh ' o feem) &) Fd
SR 11,067 FUS T4 Q dgR 12,828
Fg F99 B T | T, I ST 1984-85 FH
17.2 Sfavr @ go § &9 o7efd 15.9 Skiv
ot | 3Teq gig R I W Rt Gest ok Hay H
ferdm &9 & weiftrs S o o Gffoal 6w §
@ o ot

32 1986-87 (J@E-) ¥ KW WeFd

- gEal (Wefes deel ensl # S

fordr o 1986-87 ¥ 39 WehR i eIl o foTw
37 TR fedl T o) SR S H SRR
& fo = vl & ugE A we (Sefary
wex) ffa 7 8 w0 R F W A
el & Genfad S wel oA TRy | AEe
1w foores foem @rber & fau @k
SYIy A F A RO A AT q Th F@A
q@gﬁaﬁimﬁﬁ?aﬁvﬁlﬁfw%mw
IR e wha wo gensl @ G giae
IUCT T o STKI Toh @ Hiferrd e ot &t
ifen Ve Geenati & of anforsg St 7R &tk oy
el ) TS W AR ST Gk | S T R-H
TRl ¥ fou Tk @ W 3% =0 % 39
g & 90 iy 9 sigre 100 Sfard & i |
9fy foemrg 9 H FeR wufrE e
YfEeHTd 2811 G H SfE 9 e 3 W@
FHSR 9t faem FH & T % e
-Gt iR Y& oA e atfaee ufdral 30
S 1985 I ITah! 41T o 60 fcrerd & 31fers o |

v & Aen AR wafa v smfa-wnd R 1986-87

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,
éhe 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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HERT 0T TRt St wf

33 oY 1983-84 ¥ 1985-86 ¥ oA
el R Gerel W Freww ¥ oAy
HROR 3.1 F e 4 | 29 T Wew Ay A
SRR S 1986 37 ¥ 419 IS B9 Yoy
14.1 Afder # 5fg F WY 3,385 g TRA Y
T | S QO W 1984-85 H T 16.0 YRR
=l 6 g8 o | 1985-86 F SN T W S
TSI A R 5,516 g T F 70 R T
TR 1,099 s T YN 24.9 v F
e afg Teid € | s o 78 0.6 Whwrd
S weR W e g8 o | S 1986 % s @
@ B A Ay R w0 7.6 shiva =
U fUser = i gorn 3 0.2 v oFF
T 1 3 Svafy & AN iR TR & ST
13mmﬁmﬁw%wmzm
T

34 1985-86 (RS F I A
T GeEl o Wfd R T R e
ol T SigeR 352 | Tt | Head Teep o
& SR § 14,1 vfvew 5 9fg g8 el
. 4,932 HUS T B T 1 1984-85 H 14.8 iawE
F 35 <& & T Rt werd sEwd SH IR
S R 11 7,333 G T % KON i et TR
13.2 owra =t ofeg <l & efs frew =8 @
a‘@zemﬁmaﬁzﬁnaﬁ%‘%mmm
aﬁtmﬁaﬁéﬁémzssaﬂtswﬁ
TEFFI: 31,2 3R 37.8 9 T

35 WUt F w=w kel gen @
1985 & 3¥d F 91,749 ¥ TFF M 1986 & I
92,430 Y1 3] TEH TST 692 TG F TGH
721 W@ @ T wel F RE
AR # 48 TS F9Y 9 g g8 W T 9.2
sowra @ 9fg & WY 572 TS T & W
fro® ad 78 gfg 12.9 SR 3 ot 1 1985-86 F
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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) Tose 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 period.

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



vrew 2 4R o wpf o e R ¢ 1986-87

130
TR 3,1: ¥ & el w0 Yad nfafafidl @ i
TABLE 3.1 : PROGRESS OF CO-OPERATIVE CREDIT MOVEMENT IN INDIA
(vfnaAgTad ) (Amount in Rs.crores)
e 1 WA w T = (- )
Type of Institution Item Co-operative year (July-June)
1983-84 1984-85 £  1985-86 £
(%) Tva ¥l Iw e
(@) State Co-operative Banks Number 28 28 29
wfuga ffvgi
Owned Funds 544 553 616
smrfai
Deposits 2,556 2,966 3,385
feed v ord |
Borrowings from RBI/NABARD 9Mm 791 923
398 A
Of which for:
ety fa e
Short-term agricultural purposes 584 446 550
FFER
Working capital 4,494 4,853 5.547
I ol T /o
Loans issued 4,444 4417 5,516
ST RO
Loans outstanding 2,916 3,150 3,852
g w1 ‘
Loans overdue 178 . 245 292
st § fFrafafad =1 %
% of overdues to ;
(i) =Fmn 30
Loans outstanding 6.1 7.8 7.6
(ii) mm
Demand 10.0 10.5 9.2
(®) quored aewr 3 e _
(b) Central Co-operative Banks Number 349 350 352
: . @fyuga ffuai ,
Owned funds 900 955 1,007
smrgferat
Deposits . 3,766 4,322 4932
e e/, /forar 3 § e s '
»Borrowi.ngs fron RB/NABARD/Apex banks 2.002 2.303 2.351
T gt ’
Working capital 7,155 7,926 8,663
S ferdt T T
Loans issued 5,110 6,476 7,333
FHEIT FH0T .
Loans outstanding 4,707 5,075 5,444
g wo '
Loans overdue 1,567 1,463 7 1,696
st ¥ frfofea 71 %
% of overdues to:
(1) @ =
Loans outstanding 333 28.8 ©31.2
(ii) =mm -
Demand 41.4 36.9 37.8

(Gn'ﬁ) (bomd.) .
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TAB;wﬁ;nmrtaftmram Tt nifafaal < wfa ()
LE 3.1 : PROGRESS OF CO-OPERATIVE CREDIT MOVEMENT IN INDIA (Concld)

(ofn wg el i) (Amount in Rs.crofes)
e T HER " ’ .
Type of Institution Item . Co-(m:j y(ea;:!m(iju:l‘;)lune)
1983-84 1984.85 £  1985-86 £
(M) TmAEEd S e i e |
(¢c) State/Central Land Number ‘ 19 19 19
Development Banks Wﬂ@ﬁw
' Owned funds 378 428 413
T fetn :
Debentures outstanding,
Working capital 3,145 3,360 3,532
IR R T |+
Loans issued + 439 461 533
TERFT @ + ‘
Loans outstanding @ + 2,236 2,386 2,625
FfRawE @ ,
Loans overdue @ 283 268 323
Hferdt # Frafafen = % '
% of overduesto:
(i) TR RO .
Loansoutstanding 12.7 11:2 12.3
(i) 7M
Demand ' , 44,0 4.8 45.0
(=) whafers iy wor skt e (v ) :
(d) Primary Agricultural : ~ Number (000’s) : 92 92 92
Credit Socicties . N (T ) '
Membership (000’s) ‘ . . 66,669 69,182 72,118
wafusa e '
Owned funds 957 1,035 1,128
R ,
Deposits - 464 524 572
IR
Borrowings 3,164 3,743 3,927 -
S fopd T =57 wor ,
Total loans issued ' 2,499 © 2,693 3,140
0 B F
Total loans outstanding - 3,498 3,981 4,324
@ T w0 ,
Total loans overdue 1,575 1,630 1,807
iR o Frefafaa =1 %
% of overdues to :
(i) SFr w"T
Loans outstanding - 45.0 409 41.8
(ii) 7 . a
Demand . 429 421 44.1
(3) wufi wewd 4 ¢ o .
(e) Primary Co-operative Number . : 1,310 1,331 1,346
Banks* wfaga e ' '
i Owned funds. ' 429 511 612
Deposits ' 2,659 3,255 3,939
Borrowings 185 20 214
Eeov ko
Loans outstanding 2,103 2,524 3,046
£ iy Provisiohal. e Not available. -+ ¥fafy s Long-term loans. _

@ = SfRa AR Includes interestoverdue. * Yaminh @Rt W@ ¥ Include Salary Earners’ Societies.
W4 : T aft weha ford #  Source : NABARD and RBL
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<A safs S o wfafml g fRrafa

3,140 FZ T F FA W 16.6 Waww FH

SecrE gfg Ul § afh 1984-85 3 9 7.8
wfawa &t & i g8 1 e, wafE Fi
FoO1 Wil 9 ageh F e R 1 o a
T | ! A ¥l SE 1985 & 37 4 1,630
S T | TG 1,807 IS &9 A MY S
1986 % 37 H a1 F KN H 41.8 W
of | 3%t arafyr & S i A R o @
A9 42,1 | TEH 44.1 B AT
3.6 1985-86 % SRH 15 WUl Wewd I
wfyd R T TR T o e Tea S
1986 % 37 H 1,346 B T | I W R WA
Uferal % S 1986 A A T % WA 684 WS
. T A1 21 W 9 g8 oI & S 1986 F 3
% 3,930FUT T9A | T 11984-85 H T 22.4
sfov # afg g€ oft | mufes dewd S &
ST 0N o) Fed TR B = & 2R 20,7 SRv
F afg g€ 3R 9 3,046 T TR & T | 77
gig ot ad &t 20 Sfeer i gfg # gorn |
argt @ srferk oft |

37 i w0 o EEHR B GRS 3R o7y
3R TeEdl Y Ol W o STt @ S %
I FU FON | & THaret =
ST grult 3.2 3R 3.3 # & R & =W Q@
& 9 7 1983 | S aRad T gan B

TR & &

AT & GEEA

38  1986-87 % GRM @€ ¥ fad
qOreH, e ¥ ¥ 9% WER 4§ H=
foqd S @ sivrer 3K ais S 0 TR B
& IRA A T | T F a7 Ff
%ﬁﬂ@lﬂm%fﬁqmﬁﬁéﬁaﬁaﬁﬁm,

e it 4P 28 e - RO ¢ 1986-87

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 end-June
1986. The percentage of overdues to
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 NABARD

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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TABLE3.2: RATES OF INTEREST CHARGED AT VARIOUS LEVELS OF CO-OPERATIVE STRUCTURE

(veqrafy Ffy wm)
(Short-term agricultural loans)
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(vfirya afvs) (Per cent per annum)

/e A foret ¥ Tenad FEEd 3 wfirer i s sk
States/Union Territories Apex Banks Central Co-operative Primary Agricultural
Banks Credit Societies
A R .
Arunachal Pradesh 9.50/12.00 @ 11.50/14.00
iy Wl
Andhra Pradesh 7.50 9.00/9.50/10.50 11.50/12.50/14.00
Faq
Assam 10.00/12.00 @ 11.50/14.00
ferer
Bihar 1.75 9.75 11.50/14.00
T ,
Gujarat 7.50 8.00/11.00 11.50/12.50/14.00
g
Haryana 1.25 9.00- 11.50
ferareret wewm '
Himachal Pradesh 7.60 10.00 12.50
T 3 TR .
Jammu and Kashmir 7.50 9.35/10.35/11.85 . 11.50/12.50/14.00
Karnataka 7.50/8.15 9.00/10.00/11.00 11.50/12.50,14.00 /
s
Kerala - 1.50/7.75 9.00/9.50 11.50/12.50
o R
Madhya Pradesh 7.50/8.00 9.00/11.00 11.50/14.00
e
Maharashtra 7.25 9.00 11.50/14.00
aforg '
Manipur 10.00./11.00 @ 11.50/12.50
Lo
Meghhlaya 10.00/12.50 @ 11.50/14.00
Nagaland 10.00/11.00/12.50 @ 11.50/12.50/14.00
kit
Orissa 7.50 10.00 12.50
]
Punjab 7.3 9.00 11.50
TSRYH
Rajasthan 1.75 9.00/10.50 11.50/14.00
afrerg
Tamil Nadu 7.66 9.00/10.00 11.50/12.50
g
Tripura 9.75 @ 12.50
FINRA
Uttar Pradesh 7.25 8.75/9.715 11.50/12.50/14.00

(\—,“-a) {(Contd.)
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gRelt 3.2 : FERd e & e @ w ot e =1 €t (FE)

TABLE 3.2 : RATES OF INTEREST CHARGED AT VARIOUS LEVELS OF CO-OPERATIVE STRUCTURE (Concld.)

( 3ty & )
(Short-term agricuitural loans)

(Wfiera aff)  (Per cent per annum)

IR/ & e 3% ToEd TeEd ¥F wafts i o witft
States/Union Territories ) Apex Banks Central Co-operative Primary Agricultural
Banks Credit Societies

frem e

West Bengal : : R N5 9.75/10.00 11.00/11.50/12.50
Andaman and Nicobar Islands 9.50/10.50/12.00 @ . 11.50/12.50/14.00
g

Chandigarh 10.50/12.50 @ 11.50/14.00

Reeh ,

Delhi 9.50/12.00 @ 11.50/12.50/14.00
T, T sl A
Goa, Daman and Diu 9.00 @ 11.00
gifsad
Pondicherry 9.25/9.50/9.75 @ 11.25/12.00/12.50

@ P &5 A Frd megadf 9eHd A T 1 There are no CCBsin these areas.

oot : e e & tfere s e e €, & oo o 2 i o e ) v 19583 2 el 3 fafer et B et St <X & sfafa &)

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.

B : Jrad
Source : NABARD.
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TR 3.3 : gEel A & fafi @ w & smarh = 2t

TABLE3.3: RATESOF INTEREST CHARGED AT VARIOUS LEVELS OF CO-OPERATIVE STRUCTURE

(reafy & )

(Medium-term agricultural loans)

(dfava @iffs ) (Per cent per annum)

_ T A & forae #% QU FEEl 3% wetfiren i o wafat
States/Union Territorics ' Apex Banks Central Co-operative Primary Agricultural
Banks Credit Societies
TR F2W _ :
Arunachal Pradesh ' 8.25/10.50 @ 10.25/12.50
Ay wEw '
Andhra Pradesh 7.50 9.00/9.50 10.25/12.50
Assam 9.00/10.50 @ 10.25/12.50
famR
. Bihar 7.50/8.50 8.50/9.00/9.50 10.25/12.50
s w ) : .
Gujarat 7.00 . 8.00 10.00 -
- witamm :
Haryana 7.25/1.50 8.25/9.50 10.25/12.50
Himachal Pradesh . 10.50 . 13.00
Jammu and Kashmir ’ 7.50/1.70 8.45/8.70/10.00 10.25/12.50
FAkH ' : . ,
Karnataka 7.50/1.75 8.75/10.00 10.25/12.50
Kerala E , 7.50/1.75 8.25/9.50 : 10.25/12.50
e e . :
Madhya Pradesh - 7.50 T 8.259.50 ) 10.25/12.50
HEHTS :
Maharashtra 7.25 9.00 12.00
Hferq o
Manipur 8.50/10.50 @ 10.25/12.50
TR ‘ :
Meghalaya E 8.75/11.00 @ 10.25/12.50
TS :
Nagaland 9.50/9.25/11.00 @ _ 10.25/12.50
Orissa 7.00/8.50 8.25/10.50 10.00/12.50
Punjab 7.30 9.00 11.50
T . .
Rajasthan ) 7.25 8.25/10.00 10.25/12.50
Tamil Nadu B - 7.25/7.66 v 8.25/10.00 10.25/12.50
g
Tripura 9.00/9.25 @ 10.50/11.50
TR

Uttar Pradesh 7.20 8.75/10.00 10.25/12.50

(SR) (Contd.)
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TABLE 3.3 ; RATES OF INTEREST CHARGED AT VARIOUS LEVELS OF CO-OPERATIVE STRUCTURE (Concld.)

(wearafyr =fy =)

(Medium-term agricultural loans)

(ferera ff) (Per: cent per annum)

T & forer 3= o aEEd 3% wrefien Ff w et
States/Union Territories Apex Banks Central Co-operative Primary Agricultural
Banks Credit Societies

ofam @

West Bengai 1.75 9.75/10.00 11.00/11.50/12.50
3 3R Fran dvage
Andaman and Nicobar Islands 8.25/10.50 @ 10.25/12.50
Chandigarh ' 9.25/11.50 @ 10.25/12.50

feee ﬁ.

Delhi @ 10.25/12.50

i, gm0 3k @

Goa, Daman and Diu 11.00 13.00

gifsad '

Pondicherry ‘ 9.00/9.50 @ 10.25/12.00

@ : w1 ¥ A o] wEwd dE & : : ST

" There are no CCBsin these arcas. Not available.

fouul « et e X e s X< TR €, 3 ofiram s 3 Brge i £ ARl S TR S STER €, S STem- v wrsr & e € 1983
3 Tt 8 fafvr andeat 3 G fraeh ¥ oad amftafia &

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 loans. The rates, which were last revised on various dates in the States in 1983 have remained unchanged since then.

W : T
Source : NABARD.

Note :
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General Line of Credit sanctioned under
Section 17(4E) of the RBI Act, 1934 for
financing the NABARD’s short-term
lending operations was raised during the
year from Rs.1,300 crores to Rs.1,400
crores. The aggregate net resources
mobilised by the NABARD during 1986-
87 amounted to Rs.887 crores as indicated
below:

TEE g I T EeE (98)

RESOURCES (NET) I\EIOBILIS§:.D BY THE NABARD *

(T ¥)

(July-June) (Rs. crores)
Resources 1985-86 1986-87
Reserves and Surplus 41 43
g A S (e o) fify ,
NRC (LTO) Fund 490 600
et T e (Redieon) fify
NRC (St'abilisation) Fund 35 20
SERIE
Deposits 46 -8
=g AR R
Bonds and Debentures 25 40
YEd TR | AT T 38
Borrowings from Government of India -6 106
s fied 9% | fg T 3ER o
Borrowings from RBI 99 89
3 T
Other Liabilities 32 -3
g
Total 762 887

‘ *Hla% oFiftm %1 Data are provisional

39 1986- 87ésamﬁaé§qﬁtrg’mmﬁ1m
O (Serei ya) fifa ¥ FEer 350 Fe
T4 AR TR e ww () ffad 10
Fg A qM T I W FfE § weEw
250 T T AR 10 FAT T TA| T
% oA Red 9% A Y€ 36X 89 WS T F
W e 1985-86 % T A 99 IS T F |
1986-87 % W 9RA TR Y R 106
TG T h @ TP 1985-86 F AR g
& HIEW § A7 F AT 38 AR 6 T
9T B @ |

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.
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310 1986- wﬁhﬁmﬁrwﬁ%ﬁa@m%
faq = g R e FA FEY 0
T 1,425 S T off s fres a9 % R
1,309 Fg T ! € L A TR R F
SR TE foreten far aREeA ¥ S SR
H T T 41 Fig @ Wit 7 T F
TRl & § ST 1,756 g T F & SElH
1985-86 ¥ 1,698 TS T 3TERa fHY ™ &
T gl fod a8 ¥ 1,504 T TR F
T H 1,647 FUE T St of | SH 1987 &
%l fufd % R & el # § s ufvrE
660 FUS YT i off | AE 3R F ok 3w
Tefafedl S9 wael 1 for, sde = e
m%mmmwmﬂam%
=R aot 3.4 ® &Y T )

Tearafin o |
311 FAwex 9 1986 ¥ RA T gEwER
ol N weEfy FY sESE % A SR

g qen 3% 3N R T 37T e 22

FE T 3R 14 T8 97 & & 9o frod of
& SR & Uil FA: 24 TS T 3R 13 Hg
T3 F ol | TR 1986 & 3 34 WS T A
TR e ot | weaadl Wewd S 6 SR Y T
Tew S 1 HeR A T Wb ok S T
R T e Tl 3.4 F ToR W ¥

gftaeT Fur

312 1986-87 ¥ A TH WeFA
FH/meEd gEFd S @ 192 T T H
%1 Fiag SR i T o, O 3 9@, 99 9@
W i F 99E | 92 3 F el

urex 3 ARk ) Wt o - RA : 1986-87

The NABARD’S Assistance for Agriculture
and other Allied Activities

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.

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.

Conversion Loans

3.12 During 1986-87 SCBs/CCBs were
sanctioned credit limit of Rs.192 crores to
enable themto convert short-termagricultu-
ral loans (including rephasing and resche-
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TABLE 3.4 : THE NABARD'S CREDIT TO CO-OPERATIVES AND STATE GO VERNMENTS (1985-86 and 1986-87)
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(+g¥) (Rs. Crores)

1985-86 1986-87
E i sTafam/ sarsarR B svafe focah mRA Bt gER SwEn SRe B =l A
sifufram, Term-wise/Purpose-wise &1 | Lok ™ - @ it o R =
1981 H Finance T TR dme ofmt ofirat deg oferat afmat
qi Lok
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 limits are tioned ments dings  tioned ments . dings
~ sanctioned .
1 2 3 4 5 6 1 8 9 10 11
1 awamfy »
Shortterm 1,672 2,219 2,107 747 1,781 2,468 2,425 790
21 (1)) i fy-od -
21 (1)()/3(F) (3% WA 3 Rma 9 W) .
21(MHA(@) . Seasonal agricultural operations  July-June 1309 1,698 1,504 ss1 1,45 1,756 1,647 660
21(1){@)/26) (at 3% below Bank Rate)
21(1)(i)/3(a ﬁrﬂﬁ'@.mﬂéﬁaﬁfﬁa
21(1)(i)/3(b; of which for NODP . 41. 17 4 13
¥% 3l Fmw # S - )
¥ wHEt # fHgum
(¥ W W)
Marketing of crops other than July- June v _— —
cotton and kapas (at Bank Rate) & 40 67 67 - 42 -
21 (1)(D)3(\) ¥ 3 wfveR age dfea JoE-
¢ ot F9m = fawom
FF W)
21(1))(i)/3(b) Marketing of cotton & kapas July-Junc
including monopoly procurement
of cotton (at Bank Rate) -
21 (1)GEiy3 (@) i F Tz 3k == S -
foern (FeF & 1 e fargart
e R m) : ‘ :
21(1)(ii)/3(b) Purchase and distribution of January- 29 48 40 24 36 45 52 17
fertilisers (at 1% above Bank December '
. Rate) :
2 ()VBEF) U TR FOFRA -
R e (¥ Y 2%
Wavw #9 W W)
21()(v)/3(a) Production and marketing of April-March 244 362 367 159 256 640 697 102
handloom products (at 2Y2%
below Bank Rate)
21 (1(v)3(F) g R ok g It A
forca drm (¥ =R 2%
T W R R)E
21(1)(v)/3(a) Finandng of other cottage and April-March 7 ] 5 5 11 10 6 9
' small-scale industries (at 22 %
below Bank Rate) £
2 (e il Tl o et - e
(% W)
21{1)(iv)/21(4)  Purchase andsale of yam April-March 11 33 29 6 10 16 20 2
(at Bank Rate) -
21 (1)(iii)/21(3) o fredl @R w (ds ERUSE!
(%) 33 @) {5 W s @ )
21(1)(iii)21(3)  Against pledge of sugar (at5% July-June 30 5 5 - — — —
(a)& 3 (b) above Bank Rate). '

(ST (Conid.)
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TABLE 3.4 : THE NABARD'S CREDIT TO CO-OPERATIVES AND STATE GOVERNMENTS(1985-86 and 1986-87)Concld)

syrea 3 AR & sy T g R ¢ 1986-87

RO 3.4 : TETS GRT FEFR eEnal ok T TRl R T B (1985-86 3R 1986-87) (FHIG)

(Eﬁs F) (Rs. crores)

1

2

3

9

10

i1

21 (1)(idiy/21
@)

21(1)(ii)/21
(2))

24

24

22

22

27

27

IL.

.

ATty ofted w7 o

T geFd I & I A

ot % fere Y feederr
ffr % afegee wingkeat 9
firet W (¥ 20

Against pledge of securities
earmarked under Agricultural
Credit Stabilisation Fund for

meeting SCB share in MT
conversion loans (Bank Rate).

nenaly

Medium-term

Y s & forg

(3% 2T A 3 v T A W)
Agricultural purposes (at 3%
below Bank Rate).

el TR Wit/
9+ firelt & el @ #a

(q 70

-

July-June

Fag -

feg
January-
December
Il -
e

Purchase of shares in co-operative January-

processing societies/sugar
factories (Bank Rate)

ST 26l o ey
ol 1 geEfy 3o §
ofiad foed ol &
EE fix § fuffe =0
3R T srrrt mfy
e o v €

(FF T/ 3 3R T QAR)

Conversion of ST loans into MT

loans in scarcity affected areas
including rephasing and
rescheduling (at 3% below Bank
Rate).

Hatafy

Long-term

December

-

July=June

qeFd B s ® I @R s
¥ RA & fu T W ®

A M w7 (¢ Shva affw
whH) :

Loans to State Governments for
contribution to share capital

of co-operative credit institu-
tions (at 6% per annum)

A oY
Total Credit

April-March

P

2

142

24

117

6

1,820

102

13

2,328

16

15

15

2,205

177

35

142

101

101

1,025

215

22

192

4

14

2,010

134

14

120

12

12

2,614

109

15

94

18

18

2,552

202

34

168

95

95

1,087

— %3 78 Imarwa)  Nilor Negligible

£ ¢ Fo wafter w s wfifad & aram & srem- s arhn #76mY 8 A mi fede e i )

Includes financing of ndividual rural artisans through PACS.

w4 : awd; Source : NABARD,
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Safatya w1

313 fodiim ad 1986-87 (ai@-ud) & <km
T TFA 14 Fg T F a=Ey 7w
e, TR = TR o A 3 e T e
U GH H STWRH FEF | 1985-86 %
3 G 6 IS TR 9 of | e af F AW T
et ® § 12 Fis o 3eld R T 3 safs
1985-86 H T 7 FS &9 3MRRA fordl T
9| AT 1987 % 37T ¥ 37 HOI & S W TH

i Tl % 101 TS T W LR 95 TS 794

© T

foreyht Weraen ww i@l Y st

314 e 3 9 et deEe W 42
yRAerIal % FEtee ¥ e gan 2! fry S
TR ¥ WeHd S« RISl F 6N 39, F
form & fau sl A 9 wera aw @
A i ST s #@ HETRRR W
et a8 BN TEHd WW GRAS O o |
ot o AYE a1 I SIS TR TR

AR fosg GeE@ g0 TR aRAeEET ¥

fore Tr=rE % SR € SHaeh $6 %O SeEd
30SH 1987 H 26,220 U@ TS BN
o afr T o we F® O 25,310 @@
I SR ot | S 42 afEaemed | | SE
1987 & o/ O% 34 0 & IH off | TS FW
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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 1987 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 fur 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 § 2,531 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
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multi-State projects and 5 State-specific

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.

Pilot Project Districts

3.17 A 15-point Programme for the de-
velopment of 30 PACS and all LAMPS in
15 selected pilot project districts was laun-
ched and it was decided to sanction as a
one-time measure short-term credit limits
for seasonal agricultural operations to
CCBs functioning in these districts, even if
their overdues exceeded 60 per cent but
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were not more than 65 per cent of the de-
mand.

Minimum Involvement of Resources of
SCBs and CCBs in Agricultural Lending

3.18 Following the acceptance of the re-
commendations of the Study Group on
norms for involvement of resources by
state and central co-operative banks in
agricultural lending, it was decided that
the involvement of SCBs and CCBs in

- medium-term (conversion) loans should

also be reckoned for the purpose of com-
plying with the minimum involvement sti-
pulation.

Working Capital Requirements of Societies
Jor 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 apex/regional 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 COIldl-
tions.

3.20 SCBs were permitted to retain a -
margin of 2 per cent instead of 1.5 per cent
on their advances to the apex/regional
weavers’ societies for trading in yarn, over
the NABARD’s refinance rate of 10 per
cent per annum by suitably ralsmg the ulti-
mate lending rate.

National Oilseeds Development Project

3.21 The drawals by SCBs on behalf of

- CCBs for financing cultivation of oilseeds

in areas covered under NODP were per-
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mitted subject to the availability of non-

" 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 theNABARD The requests received
from SCBs for conversion of short-term
loans into medium-term {oans on account
of damage to crops due to natural calami-
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 the
modified system recommended by the

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 targets, the ceilings for grant of loans :
to the State Governments for contribution .
to the share capital of co-operative institu-
tions out of the NRC (LTO) Fund were
revised upwards as indicated below:

* (Rs. lakhs)-
Co-operative Credit Existing Revised
Institutions ceiling _ceiling
Central co-operative 50.00 100.00
banks :

Primary agricultural 0.50 1.00
credit societies

Farmers’ service 0.50 1.50
societies®

Large sized multi- - 0.50 1.00
purpose societies -

(covering popuiation

upto 10.000)

Large sized multi- ’ 1.00 1.50
purpose societies

(covering a whole block)

Small sized agricultural 0.50 1.00

credit societiesin tribal |
areas other than LAMPS

State/Central/primary —@ —@
land development banks

* Sanction of additional loans upto Rs. 50,000 to
FSS will depend upon their credit and non-credit

- business.

@ No ceiling fixed ;and loans for contribution will
be on merit of eachcase.

In 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 to State Governments out of
the NRC (LTO) Fund for contributing to
the share capital of PCBs from the finan-
cial year 1986-87. The quantum of token
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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 PLDBs/branches 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 Rs. 25,000
depending upon the business turnover
within the overall ceiling of Rs. 1 lakh.

State Land Development Banks

Lending Programme and Resources
of SLDBs

3.25 The total lending programme of
SLDB:s 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 Purchase of Shares in
Co-operative Sugar Factories

3.26 Takinginto account the substantial in-
crease in the block capital cost of sugar
factories and the difficulties faced by them
in ratsing adequate equity from cane-
grower members, the existing ceilings on
issue of such loans by 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

i1) Industrially less  Rs.2,700 Rs.4,500
developed/ '
backward areas

Rehabilitation Program;he of SLDBs

3.27 Besides the implementation of
rehabilitation programme in respect of
weak SLDBsin 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 O & M study
recommendations in respect of the
remaining 9 SLDBs viz., Andhra Pradesh,
Assam, Haryana, Himachal Pradesh,
Kerala, Orissa, Pondicherry, Punjab and
Uttar Pradesh was also in progress during
the year.

Action Programme fbr Strengthening
L DB Structure

3.28 With a view to improving the financial -
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TR 3.5 : 7o fy o Jai & GEIEH
TABLE 3.5 : RESOURCES OF SLDBs
(F5 ¥)  (Rs.crores)

(3Yelex) (a&7)
(Achievements) (Target)
qa B
[tem 1985-86 "~ 1986-87 1987-88
T SHIHH/A
Lending Programme/Resources 566 593 695
%) fadm faemg fesi .
a} Special development debentures 471 500 600
Q) 3l GareA '
b) Internal resources 0.40 1 —
M) g fesdat (Wam)
95 92 95

¢) Ordinary debentures (Target)

(D) (M) ° Y e § S0 Y Y feaheR

1) Outof (¢) actual floatations 89 57
i) /T gl ¥ e qranm e & i S
Subscription for ordinary debentures trom Central
State Governments. 10 8
ii) Site aften g
LIC 35 —
iii) NG W S5 TR
SBI group ' 15 15
iv) oy
Commerecial banks : 10 10
v) TREfE gadA / ool @ weEa ' :
Mutual support/selt-help ' 19 24
FA TG g UN[FH +~ & + 7 (1))
Total amount raised[(u +b 4l ﬂ - S60 558

¥a: TEE Source : NABARD
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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-Eastern 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 14.0 per cent,
respectively,in 1986-87. The shares of the
Central and Western regions, however,
declined from 21.5 per cent and 14.7 per
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TABLE 3.6 : PURPOSE-WISE SANCTIONS AND DISBURSEMENTS OF REFINANCE BY NABARD

Jemd-s
(July-June) (ufr 5 w9 §)
{Amount in Rs.crores)
30 5[ 1987 ® ¥4 fefa @
Cumulative position as on
1985-86 1986-87 June 30,1987 @
EIS o ad ofe Yo ad o st an o+
F e = e =} e
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
1 2 3 4 5 6 7 8 9
wy fang
Minor Irrigation 2,589 517 385 3,045 483 460 18,960 4.633 3,384
iy forepra/Aitag
Land Development/CAD 148 29 27 244 52 . 26 1.864 411 246
Yy mefiaoT
Farm Mechanisation 1,325 205 200 1,483 151 192 8,867 1,520 1,429
/AT
Plantation/Horticulture 698 99 63 798 110 68 5,012 770 361
i U/ g SRR/ we )
Poultry/Sheep breeding/ Piggery 631 46 26 727 55 32 3,685 239 150
0] 9redq ) :
Fisheries 191 22 13 335 _ 36 18 1,995 214 104
3 fgerm
Dairy Development 558 57 29 719 ' 86 48 3,900 333 189
. et
Storage/Market Yards 237 31 19 14 36 - 26 1,817 267 .21 7
& '
Others 1,587 458 430 2,634 474 464 6,520 2,362 1,880
I :
Total 1,964 1,464 1,192 10,099 1,483 1,334 52,620 10,749 7,953

* . syt B Y Eiccod] Excludes short-term finance..

@: %ot feufa F WA WS &1 Cumulative position includes adjustments.

@1 : T . Source : NABARD.
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viability and operational efficiency of the
weak primary units in LDBs whose
overdues exceeded 60 per cent of the
demand asonJune30, 1985 the NABARD
prepared a 10-point Action Programme for
their rehabilitation. Out of the 1784 such
units in the country as on June 30, 1985,
539 PLDBs/branches 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 attaining viability within a period
of next 3-5 years. These units were,
therefore, not taken up for rehabilitation.
Since the number of PLDBs/branches of
SLDBs to be rehabilitated was large in
some States, it was decided in the intcrest of
etfective 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, Orissa,
Rajasthan, Tamil Nadu, Tripura, Uttar
Pradesh and West Bengal.

Refinance Assistance to SLDBs for
Financing Individual Artisans, Craftsmen
and Small Entrepreneurs

3.30 In addition to the NABARD'
refinance facility to SLDBs for extending
financial assistance to the individual artisan
members of PACS, such facilities werc
extended to SLDBs for directly financing
individual artisans, craftsmen, handi-
craftsmen and small entrepreneurs by
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(FR-F)

(July-June)

RO 3.7: TS F i Fer 9 whhen e o frefta o

TABLE 3.7 : AGENCY-WISE SANCTIONS AND DISBURSEMENTS OF REFINANCE BY NABARD

(Tfe FAg T9at H) (Aﬁount in Rs. crores)

Trand gr
s A dem e wemad e # e frafer wfer 30 S 1987 & Tt feefa £
i Number of Financial NABARD's  Disbursements Cumulative position as on
Schemes* Assistance Commitments by NABARD June 30, 1987 £
Agency
1985-  1986- 1985- 1986~ 1985- 1986- 1985-  1986- AT Uﬁ; ?
8 87 8 8 8 8 8 8§ P 1@
No. of Finan- NAB- Disb-
sche- cial ARD’s ursem-
mes assist-  com- ents by
ance by mit~- NAB-
agen- ments ARD@
g cies
1 2 3 4 5 6 7 8 9 10 11 12
1. 7 o faem &
State Land Development Banks 2000 2427 543 573 495 520 337 433 14425 4.648 4111 3021
2. ST ST % @@
Scheduled Commercial Banks @@ 5763 7,368 1,220 1158 926 894 819 836 37.034 8,124 6276 4671
3. T gewd FF -
State Co-operative Banks 201 304 51 81 43 69 36 65 1161 417 362 261
gl , '
Total 7,964 10,099 1,814 1,812 1,464 1,483 1,192 1,334 52,620 13,189 10,749 7,953

@ sEfafEaF eI Excludes short-term finance.

* ;i T o SRR 9 demiel @ S

Including RRBs
Excludes IRDP

£ G fafa o worde W@ & Cumulative position includes adjustments.

i : T Source : NABARD.

@ @ 3wl i o I wfire §
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TR, TS S [ SRt o i s /i |

cent to 20.3 per cent and 13.7 per cent,
respectively. The share of the Southern
region remained unchanged at 28.6 percent
(Table 3.8).

3.34 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.

Integrated Rural Development Programme

3.35 During 1986-87 the NABARD?’
refinance assistance under IRDP amounted
to Rs. 379 crores of which RRBs accounted
for 44 per cent, commercial banks for45 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 to providing necessary
support for procurement and marketing of

- minor forest produce, which is essential for

the economic development of Adivasis and
Scheduled Tribes, the scope of refinance
facility for this purpose was enlarged to
cover all types of minor forest produce
which are fast moving and where operations
are conducted on a commercial basis. In
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 trom
the NABARD.
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QRO 3.8: 7 gRT [ R i &PER forer
TABLE 3.8 : REGION-WISE DISBURSEMENTS OF) REFINANCE BY NABARD
(geé-3a

(July-June)
. 1985-86 1986-87 ]
/
& oY (FAg ) T R NI e (Fee) Fa w AavE
Region Amount Percentage Amount Percentage
(Rs. crores) to total (Rs. crores) to total
I
Northern 250 21.0 286 - 214
W_tla'f'
North-Eastern 22 1.8 26 2.0
Eastern 148 124 187 140
ezl :
Central 256 21.5 271 ) 20.3
afyad .
Western 175 14.7 183 137
afagolt .
Southern 341 28.6 ' 381 28.6
& :
Total 1,192 100.0 1,334 100.0

Northern Region . Chandigarh, Delhi. Haryana. Himachal Pradesh, Jammu & Kashmir, Punjab and Rajasthan.
FR-Gf §X  : 37H, afoTR, e, fagir, Ammete, g stk swomee Wiy
North-Eastern Region : Assam. Manipur, Meghalaya, Mizoram, Nagaland, Tripura and Arunachal Pradesh.
gl 4% : ffre, faew, 3, e ame au s FeER G e
Eastern Region : Sikkim, Bihar, Orissa, West Bengal and Andaman & Nicobar Islands.
quadf 3 : we v ik I W
Central Region : Madhya Pradesh and Uttar Pradesh.
ufverdt & i, T sk d, TR sk TR A, e 3k Ty

Western Region : Goa, Daman & Diu. Dadra & Nagar Haveli, Gujarat and Maharashtra.
et 8 wiy wrw, FAfew, F, TifsRR s afEEg
Southern Region : Andhra Pradesh, Karnataka, Kerala, Pondicherry and Tamil Nadu.
oA - F=d
Source : NABARD.
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e e & W e (Sed-sE)

TABLE 3.9 : DISBURSEMENTS OF REFINANCE BY NABARD TO LESS-DEVELOPED
AND/OR UNDER-BANKED STATES (July-Juney

- (AR o)

(Schematic Lending)
(Fu3 w9y #) (Rs. crores)

States/Union Territories

1Y85-86 19R6-87
IR TR _
Uttar Pradesh 169 181
0 o u
Madhya Pradesh 88 90
fagr
Bihar 74 88
AT
Rajasthan 64 65
EEi0)]
Orissa 34 43
I T FHR
Jammu & Kashmir 7 8
oy e
West Bengal . 40 56
g q 37 ITR-JHl T
Assam and other North-Eastern States 22 26
fearad w9
Himachal Pradesh 3 6
3e9H tg FEER §9 998
Andaman & Nicobar Islands — —
et
Sikkim - -
)
A) %ﬁal 502 563
3N) Fe fawror (ifEm wRdE)
B) Total Disbursements (All-India) 1,192 1,334
3 A 3 F yovE .
Percentage of AtoB. ’ 42.1) (42.2)

'Ghﬁ : TErE )
Source : NABARD.
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TABLE 3.10 : NABARD'S REFINANCE FOR [IRDP (July-June)

(TS 79) (Rs, crores)

frfe afn ks 198? F
Disbursements 3q qF OeEt
WG Cumulative
Agency 1985-86 1986-87 upto the end
of June 1987
Ty faFm d6
SLDBs 9 10 68
(-) (-) )
aforsy &%
Commercial Banks 214 172 846
(71) (87) (233)
& Tt A%
RRBs 135 165 577
(67) (99) (258)
T QeFHl 9%
SCBs 18 32 150
(3) (11) (2n
L3S
Total 376 379 1,641
(141) (197) (512)

feoel : e T 7R T e ond. wm. . e % e @ wd F)

Note : Figures in brackets indicate disbursements for 1SB Component.

o : Ere |

Source : NABARD.
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338 TS 91 IR A SN H el
TR TRl & YEi o fan der wremd wnfi s
& WY SR 9ff & BRr A A o fag 100
sferera Qe Sueted T W@ § | 39 ARA 9,
58 1985 % St 19 fell ¥ URTR SR W YR
foren T e, 21 °R & |t @l o T A W
fen TR

3.39 T F [Rd 1986-87 % QA WRA
TEHR A SR TR 95 g2 A o fau s
IYAH BN | TR A Tod R 5N 39 g N

Purchase of Dual Fuel Engines and -
Installation of Bio-gas Plants
and Dual Fuel Engines

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 be
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 to the ultimate borrower. The period
of repayment should be limited to 9 years.

Wasteland Development

3.38 NABARD has been providing 100 per
cent refinance for the scheme of wasteland
development through setting up of
nurseries for raising fodder, fuelwood and
timber trees. The scheme, which was
introduced on a pilot basis in 19 districts
during 1985, has been extended to all blocks
throughout the country.

3.39 NABARD?s refinance will also be
available for the Tree Patta scheme of the
Government of India formulated during
1986-87. The scheme is implemented by the
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. 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
patta/permit 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
patta/permit, 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 notless than the period
of term loan which may not exceed 15 years.
Transfer of the patta during the currency of
the term loan can be done only with the
consent of the financing institution.

Industrial Co-operatives
Refinance for Acquisition of Powerlooms

3.40 With a view to assisting the power-
loom weavers and the socigties 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 handloom/power-
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 machinery
does not exceed the SSI limits.

Finance for Silk Cloth on Handlooms

3.41 The NABARD has revised, with
effect from March 13, 1987 the per loom
scale of finance from Rs.6.000 to
Rs. 10,000 for silk variety of cloth produced
on handlooms by newly organised societics
or societies to be reactivised.

Finance for Kullu Variety of Shawls

3.42 The NABARD hastixed separate per
loom scale of finance at Rs. 7,000 in respect
of special variety of woollen shawls (Kullu
variety), produced on handlooms in
Himachal Pradesh with effect from July 30,
1986. ‘

Refinance Facilities for Financing
of Industrial 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 van/truck have also been made
eligible items of investment by industrial
co-operatives under the facility.

Non-farm Activities

Refinance Assistance for Financing Cottage,
Tiny and Village Industries.

3.44 All institutions registered under the
Societies Registration Act, 1860 have been
made eligible for NABARD's refinance
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facility ~ through  commercial  banks
irrespective of recognition by KVIC/KVIB.
Term loan refinance proposals in respect of
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 van/truck 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/proprietory/partnership - firms
has been enhanced to Rs. 5 lakhsinstead of
between Rs. 1 lakh and Rs. 2 lakhs.

ii) Apart from thelist of 22 broad groups ot
cottage and village industries approved by
RBI/NABARD, any industrial activity
approved by the Government of India has
also been made eligible for refinance
assistance under NABARD'’s scheme for
non-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, units/projects 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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Assistance for Margin Money to Cottage und
Village Industrial Units in Rural Areas

3.45 Hitherto, the soft loan assistance by
scheduled commercial banks for margin
money was available only to individuals/

‘proprictory/partnership concerns. This has

been now extended to groups of indi-
viduals, Government/quasi-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 promotional support projects, for
establishment of raw material supply cen-
tres, marketing centres, common facnllty

.umnits, etc.

Relaxation in respect of Maximum Size of ,_
Bio-gas to be Financed by RRBs

3.46 The NABARD's refinance tacnhty to
RRBs which was available hitherto for their
advances for installation of bio-gas plants .
upto the maximum size of 3 cubic metres
was extended to the target groups for
bio-gas plants of above 3 cubic metres size
also.

Reﬁﬁance Assistance to SCBs/CCBs -
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
entrepreneurs/units, for  undertaking
activities covered by 22 broad groups of
cottage, tiny and village industries and also
any industrial activity approved by
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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 term/

integrated loans upto

Rs. 5lakhs 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
and 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
Increase in Refinance Limits

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 SC/ST, action plan outside
IRDP). ‘
Automatic Refinance Facility to 1) Small-
scale Service Units and 2) Individuall
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.
[lustratively, such. establishments/
activities would include pumpset repairs,
electrical wiring, repairs to automobiles/
scooters/motorcycles and tractors, main-
tenance of consumer durables, laundry,
zeroxing, grinding, etc. For small
borrowers the commercial banks, RRBs,
SLDBs and SCBs/DCCBs could sanction a
composite loan of Rs. 30,000, while for
bigger borrowers the CCBs and SCBs
couldsanctionloansupto 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

be sanctioned.
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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 safeguards 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 Refinanc~
Assistance

3.52 The delinking provision of the
overdue norms from eligible criteria for
NABARD’s refinance assistance to
commercial banks 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 end-June 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 PCByg rose from Rs.3,255 crores at

end-June 1985 to Rs.3,939 crores at end-
June 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 against 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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the PCBs over the years is presented in the

Smﬁ e |Rof § € e 2 table below:
et (W) T i #5 wfa
PROGRESS OF PRIMARY (URBAN) CO-OPERATIVE BANKS (5 =)
(Rs. crores
TeHRIEN qd (SEd-SR)
?t—;ﬁems Co-operative Year (July-June )
pw 1983-84 1984-85 1985-86 1986-87
“ufhE HeEl oH # e *
! 1,310 1,331 1,346 1,359
Number of PCBs (101) (102) 99) (97)
o TR S ¥ i A e * |
Number of Offices of PCBs* 2,751 2,897 3,031 3,09@

: (232) (236) (245) (249)
Deposits 2,659 3,255 3,939 4413 £
T
Loans outstanding 2,103 2,524 3,046 3,509£

* T aa-Ant wfufim it @ 9 e st el R

Includes salary earners’ societies,figures for which are given in brackets.

@ 31 fa 1986 A foafe F R
As on December 31, 1986.

£ 27%%1987@%%313@:{
As on February 27, 1987
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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 commence/carry

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.
Short-term Credit Limits
3.55 During 1986-87 (April-March)

short-term credit limits for financing
cottage and small-scale industrial units at

' concessional rate of interest i.e. 2.5 per
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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 Authorisation 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 Rs.25
crores were approved. :

Interest Rates on Debosits

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
centover and above the prescribed rates. -

Advances Against Sensitive Commodities

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 to 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
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already been completed in all the States
except Gujarat, Jammu and Kashmir and
Maharashtra. However. a large number of
societies continue to have low borrowing
membership. low business turnover and
high level of overdues 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 thlS 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 States/Union 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,
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Kerala and Madhya Pradesh had main-
tained a steady pace of development in
membership drive, deposit mobilisation,
increase in loan business and non-credit

©activities, in other States like Hmmdml

Pradesh. Rajasthan and Tamil Nadu, thc
had achieved sizcable progress.

Co-operative Banks in the
North-Eastern Region

3.64 The working of SCBs in 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, irrespec-
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 CCBs/SCBs

3.65 AsonlJune 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,
Chandigarh, Delhi, Goa, Manipur,
Meghalaya, Tripura and Nagaland.

Research and Development Fund

3.66 During 1986-87, financial assistance
was sanctioned by the NABARD from its
Research and Development Fund. to 9
more RRBs for setting up/strengthening
their Technical Monitoring and Evaluation

' (TME) Cells, bringing the total number of
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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 up/strengthening 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
from the Fund. The total financial assist-
ance provided to various research institu-
tions and for conducting seminars/
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
from 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 to 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 crores as compared to Rs. 1,239
crores in 1985-86.

3.69 The more important of the instruc-
tions issued during the yecar regarding
sanction of working capital limits under
CAS to co-operative sugar factories are
given below:

(1) 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 amount availed of by
them during the previous season (cxclud-
ing temporary excess drawings). The
NABARD'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 NABARD for sanction of work-
ing capital limits in excess of Rs. 150 lakhs.

(i1) Asin 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.

(11)The NABARD, in consultation with
RBI, revised and realigned from February
1987, the prescribed limit (cut-off point)
for sanction of working capital finance to
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
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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-II 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 districts viz., Hoshan-

gabad, Sabarkantha and Aurangabad and

it was found that the project has contri-

buted to mcreased volume of lending,

modest diversification in loan business,lar-

ger deposit mobilisation-and improved 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 15-point 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 SCs/STs 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 lakh farmers 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 Pumpimg 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, Gujarat, Karnataka, Madhya
Pradesh, Maharashtra, Uttar Pradesh and
West Bengal has been approved by the
NABARD and is under implementation in
these States. B

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
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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 given 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 postponement/
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.

(iiiy 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.
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(iv) The security norms for lending by co-
operative banks were brought on par with
those of commercial banks for term loans
to avoid ambiguity.

Standing Advisory Commitiee
for Urban Co-operative Banks

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 executives 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 Com- .
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 répayment 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.
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3.80 Based on these 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 release/

adjustment of subsidy under the IRDP.

- Accordingly, it was decided that there

should be a regular clearance system
through the District  Consultative
Committee/Standing 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 (IFCI), 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
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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

43 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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TABLE 4.1 : RBI ASSISTANCE TO FINANCIAL INSTITUTIONS

(eE-0)
(July-June) (g ¥0) (Rs. crores)
1985-86 1986-87 30 37 1987 3
ETI F FHR : i MY wEa Ia Amount out-
Type of Assistance A W standingason

Sanctioned Utilised Sanctioned Utilised June 30, 1987

Hutafa wmo

[0. s, o (i wad) Fif]

Long-term credit NIC(LTO)Fund)

Tt ki e 6 }

ILD.BI. 300.0 300.0 3300 330.0 2,875.0
forata-sTmana S ,
Exim Bank 80.0 80.0 85.0 85.0 345.0
e st i 3

L.RBL 10.0 10.0 15.0 15.0 25.0
neyrafyy Jeqati wo dn, '

Medium/Short-term Credit Limits

AR el o ¥ _

I.D.B.L 2000 @ — 300.0@ — 62.5*
Tt S foem frm :

LF.CL 150@ — 15.0@ — —
adrg S o . f

I.C.I.C.I 150@  + 15.0 @ + 20.0
oy faa fmg

S.F.Cs 387 @ + 552 @ + .

@7 o1 w1 . o, L L Fom & Tt ¥ 15 o Tl 9 S 31 I 1987 S o a & T o 1987-88 & faw 20w
W@ F T TR G R e '

Cash credit fadlity. In the case of ICICIL,Rs. 15 crores limit expired on March 31, 1987 and a fresh limit of Rs. 20 crores was
sanctioned for 1987-88. -

* e I U2 F T 5 R 1983-84 3R 1984-85 F e S Rl ofer A & s TR
Ameunt outstanding against the credit limit sanctioned during 1983-84 and 1984-85 exclusively for meeting the mismatch.
+ ontenali & srpan Jvar 9 o aw sty w9 H swE § A T ww de
Limits were utilised periodically as per requirements till their validity. B
T : aiehfie frati s fam, st figd 991 Source : Industrial and Export Credit Department, RBL
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Gqof w1 39T ke v 3 i & ferd
3G& 3y 1 TFET U S 1987 F I dF
qH 345 FT T97 & T WA SAfrF
i Je @ T e 7o (et
vad) fiftr 3 ¥ 1986-87 ¥ SR 15 IS ¥4
@ o A Eiea F T See e o A
1985-86 §-ag A 10 s TW ¢ WKAG
Aeifires gt S 3 g9 dan gl 3w
feram 3R 3@ ffy o1 TR 3o SuRl it e
YT 30 S 1987 F 25 FIS €9 o1
4.6 YR S g fore @ deret o
1987 & foTU 15 I8 @ F aed IR G
welia 1 T o) et aifenfiTe for o 3 S
1987 & 31q T 39 GF1 = 394 T foRm e
Tt s wo ok feaw frm fa. @
- deiet a 1986 & AT wiwa 15 Fg TR F
I9R T it 3rafyy w31 9 1987 T Fe o=
AT ATl §9 G & 31aia fole T SUR i SR
TF3T 1 QUi arerht 1 ) T S 20 S T

o IR G ighd &1 775 S 31 7 1988 TF

Av & au1 39 T 7 wHE AR 30 7 1987 F
20 FE ¥ o

4.7 1986-87 (JoME-5F) & W, 15 T
fortg ol (dfeg defeam ot
FURYA ! fIeT=Rt) ! Gaifta T TR g4
TR e ISl H SHAT TR FWA 55.2 FS
793 F T aeef IR WaTd i @ T, S B
25 4 1987 1 A 41 S 1987 & 37 ak
e o RS sepren T I T o

T RIS earai & e

4.8 TGS I HAwh FoRH Geenai (1w
IR el e S, arda sl B
it Sl i o, W st
frm, st e T qun wrerer it fom sk
IhH TEIE Geensd) g Rl o 1986-87

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 IRBI fully
utilised the limit and its
outstanding borrowing from the Fund
amounted to Rs. 25 crores as on June

30, 1987.

/

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-hoc 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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& A Wi au el Rt e @ 5@
T 5F0T1:7,512 FU T4 A 5272 FIF 794
s T Qe 3 1985-86 & N @ AW
YT 6,222 TS T AUT 4,621 FS T 1)
Tt o i qar & welisa af¥n ¥ 20. 7 wRivd den
fomwr & 14.1 ot # iy g€ (Wroh 4.2)
1986-87 SN o1 Tl A 6,490 AT
2 3 0T I e 1,023 TS 59 U & I
IR fesi=r & v stvrmait el S ww H )
TRIY ST WRrr WiE 8 1 1985-86 T 3% ufvri
FATL: 1,239 U TR 3R 52 Flg TR wfir
off | et ad & qerr § For-faar § 609 e
T o I TEIA H 41 TS T F g g
e s Frm ik 9T gfe = 9 e,
[ FeensTi g i wer fradr a9 ) qee
¥ 1986-87 3 afereh ot o & <, wreht g
TR F DeH gt sl & gy § frawon A
T 3 W

W ehfire faara dw |
4.9 e st fed S g e 5o
fodia werm (TR 9 Sea e oy
el & g o [T § S W) af
1985-86 (3BA-AME) & 3,673 FIS T4 F
TEH 1986-87 H 4,481 Flg T4 A 77 7 399
22.0 wfem # R g (WR4.3))
o & KA 3,108 FAS T F B < 18.9
g stfere o1 W ienfie e S Ew
T T wEEE W Eiga au foaRe ofE
TG & 999 A A 1987 & 374 ah FA
22,680 TS TYA ALT 16,454 FUg T4 oA

4.10 YRASHI 701 3 &9 H Tl veger sfenfien
fAfer A, ey fomt QoA do Gaiftd SAT S
fed=li qur Iy ¥ veuw SwREm ok IR
Bt e 2 9 A U 1,604 WS T
ST foed adf & 1,103 FU 799 § 45.4 HfavM
fas 4 929 FS T H YW TR H

crores, respectively, compared with those
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. 6,490 crores and other
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 UTI
was higher in 1986-87 than in the previous
year. Disbursements during the year were
higher in the case of all institutions
excepting UTL.

Industrial.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). Disbursements 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
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TN 4.2: Y For Hyareh Tl g0 W (1985-86 3R 1986-87)
TABLE 4.2 : ASSISTANCE BY TERM-LENDING INSTITUTIONS (1985-86 and 1986-87)
( 370 - 1) .
(April-March)
(%03 #7) (Rs. crores
Heem -m IR 3 e | ™
el 3l werer s
Institutions Loans Underwriting and direct subscrip- Total
tion to shares and debentures
1985-86 1986-87* /f985—86 1986-87* 1985-86 1986-87*

San- Dis-  San- Dis-  San-

ctioned bursed ctioned bursed ctioned bursed ctioned

Dis- San- Dis-  San- Dis- San-  Dis-
bursed ctioned bursed ctioned bursed

1 2 3 4

5 6 7 8 9 10 1 12

w.oA A @f
IDBIl @ £

wadRBa@
1LF.C.l@

TARABRE +@
LCI1Cit+@

SR am w4
LICH++

U.T.L

caL A fAwEn. 9

G.1.C. and its subsidiaries

iy
Total

3,637.2 2,759.3 4,331.6 3,0540  68.5 9.5 1342

29.4 3,705.7 2,768.8 4,465.8 3,083.4
(*+20.5) (#11.4)

459.4 399.2 7448 4484 398 52 533 109 4992 4044 7981 4593

“59.9) (+13.6)

667.2 472.0 1,039.0 671.0 410 102 78.4 245 7082 4822 1,1174 6%.5

752 67.8 1489 9.6

(+57.8) (+44.2)

— 752 67.8 1489 %6
(+98.0) (+39.5)

1247 756 67.0 109.8 2589 186.3 296.8 2800 383.6 2619 363.8 38.8

(—5.2) (+488)

227.2% 106.8% 142.98% 110.78 469.4 422.1 322.1 3069 696.6 5289 465.0 4176

(-33.2) (-21.0)

59.9 279 153 294 931 79.4 138.0 102.2 153.0 1073 153.3 1316

(+02) (226)

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) (H4.1)

£ P ey Byt deensit % S ok atdl 3§ £ T il ) Srem i TR F1 Arra e ) _
Includes all types of assistance with the exception of subscription to shares and bonds of all-India financial institutions. .

*  apfml
Provisional.

@ Trifegi wfae €

Includes guarantees. .

+ Al F o 3wz w3 el e 3 e f vfers 4
Includesassistance by way of suppliers’ credit and Jeasing.
$ TR = AT e sl v weforn
Privately placed debentures and special deposits.

++ g sty w1 wi 7@ 41 Excludes short-term loans,

Note : Figuresin brackets indicate percentage variation over the year.

i aEmg aem Source | Respective Institutions,
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HROR 4.3:9RAT S e Fw g e sk R AemER W

TABLE 4.3 : SCHEME-WISE ASSISTANCE SANCTIONED AND DISBURSED BY IDBI

st )
(April-March) (=% ) (Rs. crores)
. et e
uSfa 1987 F 3 I Yo 1987 % A TH
A Sanctions adt wgfat Disbursements et vt
Scheme : 1985-86 1986-87 Cumulative 1985-86 1986-87 Cumulative
: sanctions disbursements
upto end - . upto end ~
March 1987 March 1987
1. 9cae qergar
Direct Assistance 1,103.2 1,604.4 . 7,712.6 794.4 929.0 4926.2
1. e
Project Finance
(%) vfEsAFm
a) Projectloans 999.8 1,415.0 6,835.0 765.3 862.6 4,600.6
(@) FriRH o3k wee AfirE
b) Underwriting and direct subscription 68.5 134.2 686.7 9.5 29.4 18.2
2. T e Pl .
Technical Development Fund 24.1 39.3 162.9 19.4 25.9 121.7
3. Ul faw ,
Equipment Finance - 108 15.9 28.0 0.2 1.1 1.7
II. 3geT gerdn .
Indirect Assistance 2,569.8 2,876.6 14,967.6 1,818.8 2,178.6 11,527.8
4, i B & S _ '
Refinance of industrial loans 1,564.0 1,659.9 8,885.2 1,047.4 1,245.0 6,801.9
5, ol &1 vl -
Rediscounting of bills 928.0 1,014.2 5,214.1 697.8 758.3 3,939.6
6. faccha Seensti & I SR AT § s
Subscription to shares and bonds of
financial institutions 61.6 - 1913 800.2 - 622 162.1 731.6
7. Wi T gerEd
Seed capital assistance 16.2 112 68.1 114 13.2 8,7
e (I +I0) '
Sub-total (I+ 1I) : ) 3,673.0 4,481.0 22,680.2 2,613.2 3,107.6 16,454.0
IIL 1. %00 iR sTreerfi syl & fere ez N
Guarantees for loans/deferred payment 23.7 72.6 367.5 146.5 * 75.8 * 249.2 «
2. FRvtgm o % wed o mifea
Guarantees in respect of foreign currency loan 24.0 — 24.0 24.0 * — 4.0+
sy
Grand Total 3,720.7 4,553.6 23,0717 2,783.7 3,183.4 16,727.2

* ifeat fremfa ) T

Guarantees executed.
fruolr SRS oEfamd
Note : Dataare provisonal.

Source : Industrial Development Bank of India.
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fereor ot o 1985-86 @ 794 FUS T F} T
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4.11 99 & 3w, P F=o & i S
1 T3 forl o &9 5 we T 3 i IR
den faawor @t U AR 2,674 S A Al
2,003 TS T &t S I 1985-86 FHl G &
7.3 wfkv@ qen 14.8 whwewm @t 9fg qwldl
B Rer Yo 51 Wigd T 5 Wiga I F
59.7 Wi & Siafe e qo §, 1985-86 H
| IE 67.8 WM off a0 Wy wEEw # faka

R Fat faaia afer 9 64. 5 afoera @ o siefs

gHa! ot H, 1985-86 H AT 66.8 AwId ot

14.12 1986-87 % SR WA e foremg 9
SR 3 Hifd & oftad R T aen T3 Ay
UE & T E (i) T sngfeen Ay
I ol ST A1 S ST A ST 7
ferar (i) FrafdrgE gl g  fore gerar
F T e w6 geeTa awr (i) 3 ad @
Jrafy-quiftd aret 9 yiaerd it @Y 918 JeAT
Wi g AT RIAET I IR AT R
< =T, Tid W HIE ST T G B forg g
1 1w o Fon Afvrees 9% @ for Frvweal s
foerea W aiSh & frawr & 99a € 922 & STaR W
e 1 37afy & ford s 1 gt ufe sifim

W UHd ¢ Hya 9 vfave afge @ R §

314 -afien SIS A1 3 Gl 81 WA ST

v ¥ ¥ A wfy o R f : 1986-87

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 vyear
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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arelt gl i ot weEa H afs TR A g
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e = S & i s T frafafa @ s
TSI S T

4.13 9RdE i R 9% (Sie)
- Ifefm, 1986,14 STA 1986 A AR €31 79
sfefrm A e Geensdi a7 aftmn # R
wR R afs e der @
Tfafafeat = st enfire foram s v o s &
T8 SR TR TRET, S 721 Sl foraet
IR o qeadifr Jarg wfiret € 39 G9ived 3
qoeEeiEl, SR AR SR e S
Tafafidl & SRR wdh sieifre fae 3 &
FER & & F o fawr wwr R fad
feradi i gt = ot feraR WM foren T @ afes
HOTYEH F ) Faee AR TR G 51l 3
Sl forardl o e foren T 3 Gehe &
FR IS WA STt fasha S, Senfrw
Geomi § fraw & for safwmal i ww qen 3fm
CfeC ] |

4.14 RANE 3Meifien B 96 A IR G
FgH H AEAYIEA H HH H W g IHF
. oftererl # wed g T T R @ fag
U Witepd TSf =l SigT 1,000 FAS T
fean mn 21

WA gfe 2

4.15 1985-86 ! T H 1986-87 (JAR-) H
TR e TR & FrRihard ot afg X H agad
ufieien g5 aae ad & oRM s R

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, 1986
came into effect from August 14, 1986.
The Act has enlarged the definition of an
industrial concern to cover 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 Trust 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
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st # gfiel 1 o femnt 3 Tf 1,240 s
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arafy & g e d e stufq evffea
gfs afea wfds s/ ghe A (7) 1986,
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3R 9fg Gied Tifker 311 g AT (8) 19871
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FIS &3 & S of & S T R 53,3
yfereTd 21

4.17 faErE TRAE a1 TR e & sl
IR qRA A AR TS AR A A
gfayfd aem F 591 & 1AW Suesy WA &
fire e g e forer & wean § 10 ST 1986
T R A4 gire A 1986 J& F T o
39 fAfy 3 I, safem & fow 15 o7Ra 1986
o G N W A F f uRen w
ScRadS 9t 600 @G die % got fife i qer
% 1,280 TR Uie 1 % ST I g3 A 25
wftrerd & sifte SIeH =t a1 & T SR
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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 1985-86 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 togéther
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 £ 60 million, total subscription
amounted to £ 128 million and 25 per cent
of over subscription was retained. In terms
of rupees, the amount mobilised was
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Rs. 139.5 crores. The shares of India Fund
are listed on the London Stock Exchange
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 " Sales during the year under the
Monthly Income Unit Scheme with Extra
Growth [MISG(7)}, 1986 which was open
from October 1, 1986 to December 15,
1986 aggregated Rs. 77 crores and under
the Growing Income Unit Scheme 1987
(GIUS 1987) which was open for a period
of two months from January 1, 1987
aggregated-Rs. 100 crores. Sales under the
Monthly Income Unit Scheme with Extra
Bonus and Growth [MISG(8)], 1987 which
was open during April-May 1987
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
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TABLE 4.4 : SCHEME-WISE SALES AND REPURCHASES BY UTI
(geré <)
(July-June)
(F08 ¥9) (Rs. crores)
L A [GIEIN L
: fod : iR (30 T #) (o)
Ty Sales Repurchases Qutstanding Dividend
Schemes - (ason June 30) Rate
v (Per cent)
1985-86 1986-87* 1985-86 1986-87* 1986 1987* 198687
giFz WS 1964
Unit Scheme 1964 319.4 149.1 50.8 27.3 1,264.9 1.406.7 16.00
gfe Qe 1971 (FfFe Gaig st gifed)
Unit Scheme 1971 (ULIP) " 405 £ 553 £ 7.6 8.6 144 4" 191.1 13.25
vrief st anfter =g aen
ysfiga wfifaat @ 1981 _
CRTS 1981 10.4 8.7 0.5 1.7 42.0 49.0 14.50
3 g A 1982 '
Income Unit Scheme 1982 — — 0.7 0.4 65.9 65.4 13.00
mieE 3 i e
(1,2,3,43M5) £ £
Monthly Income Unit : :
Schemes . (1,2,34&5)££ 48.3+ — 1.8% 6.63 201.0 41.38%8 12.00
g R a1 gfe A, 1983
Growth and Income Unit Scheme 1983 — — 0.2 0.3 13.0 12.7 10.00
SR I g2 AT 1983
Capital Gains Unit Scheme 1983 270.6 317.1 10S 72.7 577.4 821.7 9.50 .
373 Iz ASET 1985 o ' ,
Income Unit Scheme 1985 25%# 3.1++ 019 0.1% 51.7 60.6 12.50
afg & |1y Wiae 3T e A (6) 1986
Monthly Income Unit Scheme with
Growth (6) 1986 75.6 — — 0.7 % 75.6 75.0 12.00
gfgeie 3ma gfae FRET 1986 ’
Growing Income Unit Scheme 1986 105.8 . 9.5++ — 0.2 105.8 115.1 12.50
a1 3 forq IveR afy Ffy gfve dm 1986
Children’s Gift Growth Fund Unit 18.7 36.7 — — "18.7 55.4 12.50
Scheme 1986 ( FUTE)
1 fAf gfre 9T 1986 (Pro-rata)
India Fund Unit Scheme 1986 — 139.5 — — —_ 139.5 250
e fify g FeET 1986 (o 3aA)
. (Pro-rata)
Mutual Fund Unit Scheme 1986 — 150.4 — —_— — 150.4 800
sfdfea afg & iy (AU
wies S g WA (7) 1986 (Pro-rata)
Monthly Income Unit Scheme with .
— 71.0 — — _— 77.0 1200

(Gfrﬂ)'(Contd.)
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TRON 4.4:9%017 IR T g AER fop 3R TF: T ()

TABLE 4.4 : SCHEME-WISE SALES AND REPURCHASES BY UTI (Concld.)

(Fems-m)
(July-June) .
(F0% T94) (Rs. crores)
Rk SRR
. for W a@le (30 H) (Sre)
RIS EI Sales Repurchases Outstanding Dividend
Schemes . (as on June 30) Rate
- ' (Per cent)
1985-86 1986-87* 1985-86 1986-87* 1986 1987* 198687
gt = e AeAr 1987 , )
Growing Income Unit Scheme 1987 — 99.7 — — — 99.7 12.50
stfafer 98 gy & @ , (BT
AfeF 3m g2 A9 (8) 1987 . (Pro-rata)
Monthly Income Unit Scheme with ' . -
Extra Bonus & Growth (8) 1987 — 194.3 —_ — — Mq1.5@ 12.00
Total 891.8 1,240.4 T62.7 118.6 2,586.4 3,708.1

* IfaH1 Provisional.

+ ST g F W 1985-86 F SRA i T fafea)
Sales effected during 1985-86 on clearance of objections.
** T A & FR 2,49 F5 T F At ol sttt @ g g 1 e w9 R A o w2
Includes saleson account of reinvestmentamounting to Rs. 2.49 crores and sales realised on clearance of objections for Rs. | lakh.
++ TR G R ' '

Sales on'accomnt of dividend reinvestment.

$ srafy ol 203 & TEd el T afvra)

Premature withdrawals.

$ STHIAET (1) - 83, THIETH (2) - 83, WITEH (3) - 84, WITETH (4) - 85, K TETHR (8) - 87 F 1 FHwer: 3459 Fg
T, 24.18 TS TH 32.51 FIE TW, 2379?5&36@3%(38 17 s 3 3 v 3 forg formen vt T R 1

Excludes option for conversions to the tune of Rs. 34.59 crores, Rs. 24. 18 crores, Rs. 32.51 crores, Rs."23.79 croresand Rs. 38.17
crores respectively under MIS(1)-83, MIS(2)-83, MIS(3)-84, MIS(4)-85,and:MIS(5)-85 to MISG(8)-87.

£ e & EEEeE g o, 18 vt § wis sfuem R adum geed @ e sfem ofeat wive #)
Includes sales from reinvestment of dividend, initial contribution from new entrants and renewal contribution trom
existing members. -

£ Tfeh o g AT 1 IR 2-1983 W, 3~1984 8, 4 3R 5-1985 F Ty T ¥
Monthly Income Unit Schemes 1 and 2 relate to 1983, 3 to 1984 and 4 and 5 to 1985.

@ TEEE (19 5) Y wNIuESH (8)-87 & 153.24 THUS F74 T o Wl % fores fareped wiforen 2
Includes option for conversions to the tune of Rs. 153.24 crores from MIS (1 to 5) to MISG(8)-87.

9 : 9y e T Source : Unit Trust of India.
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a9 fred fear T o 7 3 {9 IR
7 o T S (8) 1987 3 uRaf R T )
2o F e & SR R 75 et 2 ferer &
5 wfrer 9 % WiEw W an] e T ag @,
TS (7) A THSTSTESR (8) i IqHH
A A F A e (6) B

frearEh i «f i Tmn,

4.21 ReTdYad 1987, Harg T8 B IR |
Osit F =gam 2 v i gfg & ST e
12,5 wfier & 14 wivra 9 fgefia RN
st 3 1 AT SR SMER R @ S @ @
FrareTer o foreped 3 TaTfereh BTG SMER W Gfaa
o <11 g 21

4,22 G ST AT Ged 7 1986-87 3 ARH
A # gfg = W e @ gfe 3,
1964 & Gesf o @siv 15.25 whove | SgER
16.00 WIS R fea T 1 S AT W
awiw ) 0.75 UREE S SRl Wi gfR
51,1971 (I Faig st Arsrn) 3 fa =it
Qe 13.25 wiovd, WeEiug-81 & iU
14.50 Sfa9 qon Wsiug-83 & fom 9.50
Ofaed o1l AR YR W 9ge AR 8 ufivE
(Teraifes) e St feen T

4.23 |t AIei & araria g gfe it
I 30 S 1987 Hi 3,708 FIg T & A,
Siefh T TS 98 I8 TR 2,586 FUIS T4 i
st 5 3¢ QuR a1 o7 ¥ gfg & DRomTREEy,
e i v g ffeal S 1986 & 3, 218
FUg T § T 5 1987 3 37T I 4,480 TS
99 B W A i T R A gf 1,262 Fe
¥4 Fi 3fg vl &, S o/ o 1 S=aH R
21 30 5 1987 9 feerfd 3 Teitfores P
el & ¥ 623 s 74 (13.9 9fiwe) St
IR E FRw AT, 10 e v (0.2 wivm)
Sfemrr Il 8, 1,761 U< S99 (39.3 Hfwr)

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).

421 The GIUS 1987 provides for
increasing rate of dividend from 12.5 per
cent to 14 per cent per annum in addition
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
otheron-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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fesia & a1 919 2,086 HIS T4 (46.6 HAvR)
frafafaa 3 fRw Y T FRw ufega, &
ST Wi ifom s, T o an e
F fa g9, 3fim A sERfeEi a5 sk
gl favfal ¥ s fae

Yy s 3w T

4.24 & < SR T A P Y o AR
2T YU HA I Ioerat Wil < A SR
& — i & SIS oAl b e GRe YeH e
AT q1A 07 TReqsT S DR HUHAIST H [
ST, forRTeey & THT 3 FHAR a Sufe
& SIS FuImalsl aen @Y A IR B @
STAaTel 01 G S TR Ter YeH )

ST &fte et

4.25 AR i A TSN 30 1986 A 1,851
of, S SIgeR S 1987 % 37 & 1,887 2 A o
83 aifisd o, 194 ST TEfoT S @2 1,610
bt i TUA € | S 1987 % 37 | 39 Aswl
F SIHid 16 T S AH FW, e, TR,
I, W TRV, WRE, ¥, IYH,
dftrerrg, Frqu, SO ww aur ufvew STe iR
7 GerenfEm & Srafq oo, €01 ik Qe aw
vifgard frem TEwrd 9% 3R T

4.26 ST & & S g 5 9REm @ )
SHIRT: i S wf sTreRal . 30,000 (S SRR
den ofrad ) awr R 100 TR 4 R 9ffE ®
HuREfad W@ S 1985 & 3@ H wEr
Serafert 6t ¥ 76,517 g €9 Q Tg SH
1986 & 31 ¥ 86,214 T TW3 & T Tl

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 Corporation

424 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 from1,851as 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, Jammuand Kashmir,
Karnataka, Kerala, Madhya Pradesh,

 Maharashtra, Orissa, Rajasthan, 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
at 4 paise per Rs. 100 per annum,
respectively. The amount of assessable
deposits increased from Rs. 76,517 crores
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a7afy & SR sftarpd STl o 56,211 g
T9Y q T 62,878 Fg T4 @ T, fwh
HRUT FA FATG STHRIET 72.9 wirer & 7|
9% YROTTREEY Sy 379 33.9 #8 93 ¥
T 43 TS TYA B T e Fervet ad 1986 H
w1 st fAfy & 35,4 g w92 & 3fg 9 T8
283.8 FIg T A W 3§ @ ffg Fa
frgila smufyat &1 0.33 whiva awr ga
TR SR 6 0.45 W 21

4.27 7 1986 % 31 &, G0 7% T G T g
ST G W G & 98 Wi &1 g9 A
Y53 Y AHLS 1987 T 3 ek 16 A0 den
e Abi & Geof 3, s s it ea
371 1 TR FA T FAI: 12.8 FIS TG4 qAq
2.5 FS T B ) o < anforey aor SRl
Shl & Fehict & ®9 F 1.3 g &9 Fi TR W

Tl

T RS

B BUTEATRN | Teifea AeAmd

4.28 1987 % 37§ 263 Sl (379 71 enfrg
aen 192 &g 7o ) I Fem 9t oy ww
T A, 1971 F st faren o w (R
) W@ A, 1971 | W o A B
H F& 20 W § RaRm @, wafs Jar
EHIAT RS A, 1971 T 707 17 et 07
Gt 1 &AM 175 91 S 1987 F 35 H AR
T B (TP k) TR AE, 1984 F W
o STl AT 44 J FgE 77 A T

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. 354 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.

427 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 Asatthe 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 (co—operative banks)
Guarantee Scheme, 1984 increased from 44
to 77 during the year ended June 1987.
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4.29 S 1987 R T T ¥ H RA T
A F 3l A B R Hw W
10,446 FUT T J SIgaR 10,978 FIS T @

TRA, SN 5.1 afoem & g evld R (AR 4.5) 1

T B RS AT, 1971, R o 3 qen
CERPILLECR GRS R Tt o e o
99 ivra W Rer @ frar IR el @ R
STHaT 373, Y Tl @ R sy afim
TS A & o1y ¥ e et sEH 57.5
wiaer o 1 393 a1 e & — 9Rae ST
B (15.8 Wawd), G0 AGE (1.3
faem), sAEate 3k whake =fE (6.3
i), e SeEM (6.6 WawE) den fBdes
ST A o STl ST Howatsl ) 39
2t (2.4 siawm) |

4.30 ¥ 1986-87 (JTE-S) % W 199l
T % 8.52 TG F01 TIE TR W W | 56 e
! YOI G TR SH 1987 & I dh 542 S
%93 % [T 2384 TG T I gL, W 5 1987
% 3 3 10,978 HIS T S [ Teha A

% 4.9 wfiem §1 W RT 10N+ @A T
6.94 TG &t 1 1o R 7 | 5 AeEel &

T § 3 7 Fer R T ol 9 ged
fearfdr 457 Fg T9ai & 21.19 @ A §)

Y I @ Wefaa Qemd ,

4.31 I 1987 %) GG SRS o & AR A
F oY I8 RS A, 1981 F ST SRR
Tl R T&AT 462 V e 486 B TR, Fa
69 afoey S, 152 8E T ¥, 14 T
fosita frmm, 8 o1 T foi wifaai aen 243
Tehl de wifke €1 o 9 R R SR
T MEIFA A v 7 1986 & I@ o
7,497 S TYA q TgHISH 1987 F 3 ¥ 7,738

429 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 5.1 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 bulk 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 transport 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 DR1scheme (2.4 per cent).

430 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

431 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
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TABLE 4.5 : SECTOR-WISE DETAILS OF DICGC'S GUARANTEED ADVANCES
(Fd5 T94) '(Rs.crores)
Fre/Surwatal @ St . ' , . 5 & I ¥ feafr
Scheme/Category of borrowers ; Asat the end of June
1972 1985 1986 1987
1. o IurEAt
A. Small Borrawers v
1. 7 3RYT M AL 1971 :
Small Loans Guarantee Scheme, 1971 205.7 8,842.3 10,345.1 10,868.1
. 98.7) (99.1) (99.0) 99.0)
- fopam et el . ; ~ '
Farmers and Agriculturists . 134.7 5,057.7 6,020.3 6,306.3
(64.6) (56.7) (57.6) (57.5)
Yfae @ ‘
Transport Operators . 283 1,510.2 1,606.0 1,642.6
: ‘ (13.6) (16.9) (15.4) (15.0)°
GU AN i
Retail Traders 283 972.5 1,191.9 1,236.2
: (13.6) (10.9) (11.4) - (11.2)
Heard au @i st :
Professional and Self-employed persons 9.1 © 4849 656.6 692.4
. ’ 4.4) (5.4) - (6.3) 6.3)
FAEH T
Business Enterprises 53 473.4 609.5 74.5
ferites ST VAT % 3Pl @-3) (53) (5.8) (6.6)
Iurarats A I o 4 '
Residual category of borrowers under DRI Scheme —. 343.6 260.8 266.1
. : ' 39 (2.5) 2.4)
11. g o1 (Fawha fem) W& @, 1971 _
Small Loans (Financial Corporations) 2.6 69.2 85.2 88.0
Guarantee Scheme, 1971 (1.2) 0.8) (0.8) 0.8)
ofiae JeTE
Transport Operators 24 68.9 84.9 81.7
N (1.2) 0.8) 0.8 0.8
i ITH ¢ ©.8) 08)
Business Enterprises v 0.2 03 0.3 - 0.3
11 ¥ wgawrd afafa i Qe 1971 ©n =) (=) )
Service Co-operative Societies 0.1 0.7 0.7 0.7
Guarantee Scheme, 1971 ) () =) )
Iv. g wY (wear &) mid . .
ara, 1984
Small Loans (Co-operative Banks) — 10.8 15.0 20.7
Guarantee Scheme, 1984 ©.n . 0.2) 0.2)
gftae aoE
Transport Operators — 3.6 55 . 1.6
. ) S (0.1 (0.1)
b UK T .
Retail Traders — 4.5 5.5 7.7
(0.1) (0.1) (0.1)

(Gﬂ'ﬂ) Cond......
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ARt 4.5 : 8 w3k e mE fm % i A ¥ SeER R ()
TABLE 4.5 : SECTOR-WISE DETAILS OF DICGC'S GUARANTEED ADVANCES (Concld.)
. (=g Td) (Rs. crores)

Fre/3urEatai F dof

Scheme/Category of borrowers

@ % 3@ fefa
‘As at the end of June

1972 1985 1986 - 1987
e 3 @il st : S
Professional and Self-employed persons - 1.6 1.9 2.6
=) ) )
FRE I _
Business Enterprises — 1.1 2.1 29
=) =) &)
R 1+ + 1+ IV :
, Total I +11+IH+IV 208.4 8,923.0 10,446.0 10,977.6
3. g I IuTERAl (100.0) - (100.0) (100.0) (100.0)
B. SSI Borrowers - .
T O (TG FET) TR ASH, 1981 .
'Small Loans (Small-Scale Industries)
Guarantee Scheme, 1981
All SST units including cottage industries . 5,843.7 7,491.3 7,738.0
—3[ A T
Nil or negligible -
forayoft : el 3 e T a7t e H wiawm ewiA
Note : Figuresih brackets are percentages to total. v

G - Fim i i s A

‘Source : Deposit Insurance & Credit Guarantee Corporation.
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FUg 793 8 T, S o6 T s g 3.2 vfieE |

Ft 9fg F @i 3

4.32 o9 & 3 Fvm 3 oy s B A S
31l 116.5 FUS T S 39,895 T W< 8L &,
3R 61,9 FIS T F 34,637 21 1 Figer fn
T T AN 1 RSN A S 1987 Feh Wit 3R
f9e 713 F& T FAW: 333.6 B T F
107,936 TTa AT 150. 7 A &G4 & 92,198 &
o

4.33 WY IAM & A TR A T& I A
(S ard 1981 = 3@ Y TE A TR R), B i
fadrg s SR s TS Frm 3w FRf A @
FA & AT YRT TR & T F &9 § 79 3
@I 911 gea 3pid 1981  Weur R T 98.2
FUS TI9 F 30,826 Tl F T Frm A SH
1987 & ¥ % 117.4 IS TG & 53,589 A
3R T g e YT | S 1987 & 3
% 191.6 HUS 9 & 82,461 T & F9H
fera

4.34 YRECFIR §HAT SigH au TAEN Sigd §U
< o e ) T e 3 32w @ A
forenfafuali =t eTaR Sfer #ar @ @ qu =
G 3IR R ST T 21 I8t o b o 3 et
SRR 3Tal 1 FH o e & e el
W 81 Q F9eH BR & &9 #t ol w1y F
10-12 9T T F R T 31 @ A &
e & oral & HEGIHE qT HOT sl
3 # ArfeE (gEa) 0w wiRd qen o
39l R frm ik fomr aR @ &1 frm
A STare i Aemret ) faar 3 aditen
% for wh ferdr witf nfsa 7 R 2, S
g%ﬁmaﬁ 3R Gur &1 & fu fawier
j

et # A A e v sf-dEd Rl ¢ 1986-87

end of Juné 1987 recording a rise of 3.2 per
cent over the year. '

4.32 During the year 39,895 claims for
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

. Rs. 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. 1174
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.

434 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 im-
provements in its working.
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4.35 9 1986 % 2T oA S & derEaE 5
M FA STR-TRATT FRiH T 3 3MYf,
fmin, & a® 3 dar FEsmet (e4-F) am
Y oS % o, 1,540 RIS T %
e &1 151 Frafa aifeal a1 sy e ad &
%mmqﬁﬁwﬁ%méﬂaﬁaﬁ%m
fagia w9 # frala Sifedl & fawamR 9 s
fafus wemar A W 349 e +W@ aqw
R-Fferer gega & 1 179 e T = &
TR 1986 H AW I & f ofaeme &
fore i e 2 fagiaa: o Rl & 37 & 640
FUE T & qod H 68 Gfererd, Wity Frafasi
TN SR o 3 Sfaget # fmin wfaeen
(354 s T &), TaR Tod F v W
HarEt (eF 7)) wEeE (141 B TW),
Y 3% (112 FIg 29 q9T WY 3% (30
g TA) wifee A1 SR F IR Ao
frata afaeredl & goa § 84 wfavE 0 ofg S 9wl
fafr 3%, daR e o w9 SHae
SRS AR Mg 3 F AW 139 WY,

110 ftrer 3 38 wfver i afs g, sk e

3% faser ad ¥ 40 TR FA R

4.36 = & S, e T 3 it @i &
3Tl R 9 X 562 FUg T TR fRAr S
fasar of %) anen 27.4 Wawe #i g gl )
(TN 4.6) | 524 FS ¥AY H FAfees TR
F I9ANT 37.5 WewE @ fg geriar @1 s@
At & ¥ H 76.3 T ¥ & T A
R-ffer e qen 39.6 g T F qEI A
TRt S & | iEdeT 1986 & 31q o fFfass qen

- wee #1 TR H: 644 TS T
AR 529 AT T4 # wabr fUeq af a8 o

554 FUS TUY A 466 TS B9 f |

Export - Import Bank of India

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,
turnkey 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 wvarious
programmes of funded assistance showing
an increase of 27.4 per cent over the
previous year (Table 4.6). Utilisation of
funded assistance at 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 at 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.
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YRR 4.6, 9 Frafa-STaR 9o & i
TABLE 4.6 : OPERATIONS OF EXPORT-IMPORT BANKOF INDIA
(arad-fegat)
(January-December)
(g ¥93) (Rs. crores)
. 1985 1986
YR T wefat  IwEm T it S i
Lending Programmes Sanctions  Utilisations Outstandings Sanctions  Utilisations Outstandings
1 2 3 4 5 6
(a1) fafom
A. Funded
Fell 0 _
Buyer’s Credit — 34 61.7 14.0 8.1 67.6
weay facits werad
Direct Financial Assistance 93.2 81.6 214.5 86.1 44.3 233.2
Frafa foe s )
Export Bills Rediscounting 199.5 199.5 50.0 200.0 200.0 30.0
Frata o fi
Export Credit Refinance 48.2 345 70.5 325 30.1 90.2
Frafdrget sl & R fo
Finance for Export Oriented Units 6.3 0.6 0.6 5.4 2.7 3.3
T .
Lines of Credit 5.0 12.0 101.5 5.0 24.3 120.5
Fguy o fas v
Overseas Investment Finance 0.4 0.3 6.7 03 0.4 5.0
T F '
Pre-shipment Credit 6.4 5.6 4.4 29.2 25.1 2.0
Relending Facility 313 0.4 1.1 — — 0.9
Y 3e fafa fae .
Small-Scale Industry Export Bills Re-discounting 50.0 2.7 42.7 ©-189.0 189.0 50.0
3 fAfye weraar* ,
Other Fi uglded Assistance* 0.9 0.7 0.7 0.6 0.1 0.1
14 ’
Total 41,2 381.3 554.4 562.1 524.1 643.8
(3m Tfifes @
73.2 76.3 39.6 @@ 59.0

B. Non-Funded @ 68.3@@ 466.1

* Frafa s 3 fere st B # G5d A 3vEm
Sanction and utilisation of import loans for export purposes.
@ r-fafvr wRme T % w9 & T E
Non-funded assistance is given in the form of guarantees.
@@ w3 F i Tfeaiy

Guarantees issued.

oy < o & s g / 3wEm & o F e b o R SR § R g e o, svm o kR g A s o

94 7 oftafia o i @ (s i & ad 1)

Note : Allsanctions, 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.

o - i fral - srm A
Source : Export-Import Bank of India,
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4.37 fmfor afEeeet =t o Ffus wiegfaar
F T 43 vfiva o Gt aun Stad oe $
{51 v ol 3 fore weran So e i o I
frfefen mite 8:— se-e avied, W@ &
fe=d, anfoifae: o, wisfeal & oo, Wil 99
e, At AR, dve e sk m,
T aTeAl & o, foroTet a1 Seireq aun faaa
Tt 3uRT | e e § fmin 3%
0 & 88 Wi 9; g Feafaemigl & fasred
IR a1 faaor & i ¥ defem oREeE
e <l

4.38 1986 o QA TR Fifereh ere AR,
I goy el fee wiyem ufimn (51 whiwe) ®
a1 39S € I9-HE ITHH (18 Whivm),
s (16 wfiwm) T a0 TR (12
i) & <9 ot il & feva e foman T/ ey
e weraa yer wa @ Frafefaa <ot & Fafal
% foau SwanT o ol i ofvem wimn (39
Yfaed) ddr U @I IU-UEN IR (35
viawa), <faw wiREn (14 iawE) iR swd
ke (7 wiowm)t R ffas @ R
Ffuerier TR ofyem ofemn (93 wftem)
vREASHIel & o deR don S @ TR

4.39 TR S5 3 1986 N wema & fore i
faovm fafe e w T FrRkEe g fFan |
FEFT & Irwla T e satai S Rl
foraurm Gardt 1 o €, 3% for oy S
ST @1 ur i o franfaterdi 9 e o
& 50 wfrem T 39 o o e 3R ) 3 o

* STt IR TR frgeion 3, WA o wafRral & S e stk

fatt % wmifor = wnfirer 71 e o 2; SR faver & via sfva frafa

T Al AR et e & 3 feray sl = St v Fren e

© 7 YR it e S wR J Seiem e A defl # ww
el w1 Wit & fr e o

4,37 Construction projects accounted for
about 43 per cent of funded sanctions.*
Major categories of capital and
engineering goods for which assistance was
sanctioned included textile machinery,
railway rolling stock, commercial vehicles,
bicycle parts, cement plant machinery,
machine tools, diesel engines and pumps,
auto components, power generation and
distribution equipment. In the case of
non-funded assistance, construction
projects accounted for 88 per cent of
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 1986
was for exports to West Asia (51 per cent),
followed by Sub-Saharan 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 assistance- -
was sanctioned and issued for projects in’
West Asia (93 per cent).

4.39 The Exim Bank introduced in June
1986 a new programme of assistance called
the Export Marketing Fund (EMF). Under
this programme, finance is available to
Indian companies for undertaking export
marketing activities. Such finance covers
upto 50 per cent of total cost incurred

* In the region-wise and industry-wise analysis, pre-
shipment credit and bills rediscounting are excluded
from sanctions and utilisations, 100% export oriented
units and units located in export processing zones are
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.
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IEM Y 3 &9 3 2R 71 forwfia 2 & e
3 goftfra Frafa seel it ot g agetl o sgran
2 & foru, wra = fory S 91 2500 oG SRR
STeR 1 S Y1 fireran 2, Frafa faoom ffa o
e o 81 W SR Y e % @, Faf
forqur ffly =1 vay A & fore oot & &9 |
i e 31 s § frafafaa SR &
FrieHATS It & ~ 6 STHUF, D1 IR H
e, fow e, Sang e e, ufvreo,
el F wrderemdl &t Terg aen faeh TRl
BRI SR = e fraka fagom Gy sedee &
Frala offrard Frafa agell = v SRl §
it ¥ - W9 ool & aR, T g o,
SHefiTeh ared, TIferd e & T, Sl 3R,
4y forsrelt =ferd AIe, ©ET q91 |19 & 3R
ST oIS aR(U S o ARfRe au Wt
3 T g S o e o, Tt
¥4, nei iR au FgR qRaE) 9y
1986 % S W 3 3 39d w1 & Sl
78 G €93 HeR R, forad 4 3.4 T waal
9T foar T

4.40 W S A It R Frm @ w150

ARG AR STeR o il T Faeen i SifH
& fear 3, s st 2w Frshh 8 % g ok
weitor el ) Frarfa e dan w8 sk el &
fore T ok weid, S| qen R SR
(I A-TR) # o & e feett g & et
0l & ®9 ¥ foRita Terar 3uesy B 81 TR
W Sl SR 3 TR W (B Af) |
TR S T WA HY e Rl 2 | g
fora o & ot i ferdta e 31 & SAaTeR
T8 UgSl KUl ALY 7| TR 1986 N TH
V-5 F [0 Fi YBeTd g5

4.41 99 % R g GEe yonelt 3R 550 TR
AR SITR F THYE UV 2 & forw o

on eligible export-marketing activities.
Disbursals are in the form of grant. EMF is
a component of World Bank loan ot 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 ot
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 tor
investment in plant and machinery,
product and process know-how to create
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 the
sterling market for raising the equivalentof
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e A W= A & o gew foa s iy
9 T T 2w/ g foar aen we €
TH IR a1 T X H fafnm e e
FR g T SRR T RS W e F
T T HLGH |

Ty fachia Fam

4.42 W 1987 1 TN g T & A TH
ferecitar e g0 A = TRl e wewd | 22.4
uftrea & gy g shar 1235 FiE T |
forrol o Tf¥ 788 T TR 4 3W 1985-86 T
o H 38 29.5 v R o gE 1 T 1987
3 1 9eft a1 foyeia fmt & el # st T
2,853 S TR o Sk Tk 99 95 g WRT 2,545
Fg TR ot T faiia il 3 el Famdt
S 1 |Ref 4, 7 3 R T Ry

TR 4.7 : T foiia el & sl

€ Ri))
(3 TA)
1985-86 @  1986-87 @

TR Herdl 1,009.1* 1,235.2
ferafta germ 608.5* 788.0
oTd & 37 H S B/ 2,544.9 2,852.8
@ o
* e

A4 : AT S fara d

US $ 55 million through a swap related
mechanism . It raised a fixed interest rate
sterling loan and simultaneously swapped
it into a floating rate dollar liability which
enabled it to obtain floating rate dollar
funds at sub-LIBOR (London Inter-Bank
Oftered 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. 788 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 4.7.

TABLE 4,7 : OPERATIONS OF STATE
FINANCIAL CORPORATIONS
(April-March)

(Rs.crores)

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 Devel@pﬁ'q‘ﬁ;iﬁéhk of
India. - ' Bt T



