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[ Secretary General]

Lok Sabha, I am directed to en-
close the Chandigarh (Delegation of
Powers) Bill, 1987 as passed by
Lok Sabha at its sitting helgq on the
15th pecember 1987.°

Sir, I lay a copy of each’ of the Bills
Oon the Table.

THE REGIONAL RURAL BANKS
(AMENDMENT BILL, 1987——conta

SHRI RAMESHWAR THAKUR
Bihar): Mr. Vice-Chairman, Sir, I rise
to support the Reglonal Rural Banks
(Amendment) Bill, 1987 We are
aware that the Regional Rura]l Banks
were formed by an Act of Parhament
in 1986, keeping in view the require-
ments of the 20-Point Programme and
with the clear objective of prowviding
credit and other facilities, particu-
larly to the small and marginal far-
mers, agricultural labourers, artisans
and small entrepreneurs, so as to de-
velop agriculture, trade, commerce
ang industry and other preductive
activittes 1n rural areas These are
the basic aimg with which thg re-
gional Rural Banks have been estab-
lished. If we see the record, they
have done commendabley work in
rura] areas. In spite of the new ex-
perience, in spite of the fact that the
infrastructure for such banks have
been rather inadequate, ang that they
have lesser number of people to work
for with lesser remuneration, they
have doae commendable work It is
relevant to see a few figures. In
1980, we had 102 regional rural banks
with 144 districty covered The
number of branches was 273, We had
deposits of Rs 200 crores in thirty-
seven lakh accounts and the out-
standing was twenty-one lakh ac-
counts with Rs. 243 crores The over-
due was four lakhs with Rs. 41 crores.
It we see their performance up to
1986 from 1980, in 1986 we had 196
branches with districts covereq at 351
out of the 416 districts in the coun-
try. The number of branches rose

from 3279 to 12838. Deposits rose
from Rs. 196 lakhs to Rs. 715 crores
and the outstanding was eighty-one
dakh accounts with Rs, 1785 crores. We
see from the figures that therg has
been very great development in the
very remote rural areas through these
banks They; have been closer to the
tarmer and they have done some
commendable work in rural areas.
Their peiformance 1n certain respects
has been much better than even
the branches of nationalised banks in
rural areas

Now, so far as this Amendmeni Bi'l
1s concerned, there are g few impor-
tant aspects I would lke to com-
ment upon them and give some sug-
gestions. The first is in regard to
clause 2(ca) It gives the definition of
‘National Bank” Now NABARD 1s a
part ot 1t. The original gcection 3 is
amended -4

Then, I come to clause 3 which
amends section 3 of the Act This 15
with regard to the duty of the Sponsor
Bank. I  think that after the
insertion of this clause, the
responsibility of the Sponsor Bank.
has been enhanced. Now Sir, they
have three distinct functions to per-
form One is to contnbute 1o the
share capital of such Regional Rural
Banks, the other 15 with regard to
training persone! and the third 15 to
provide managerial and financia?l
assistance during the first five years
of its functioning. In the original
Act. it was only for fiive years and
now the Central Government is being
empowered by this Act to increase
this to a further period of five years
at a time. It may be extended for
another five yezrs also, and there is
no limit, but everytime it wi'l bhe
only for five years This is 5 great
improvement because, in some of the
rural’areas, it is not possible to make
them viable within a period of five
years and it requires more time We
are all aware that some of the branch-
es of the nationalised banks which
have come up the rural areas have not
become viable even—after ten years.
Threfore, this is 3 very welcome
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feature and this wil! help these banks
In getting  assistance,  particu'ary
financial assistance from the Sponsor
Banks.

Now, Sir, the authorised capital of
the'e Banks 15 being rased from
'\RS 1 crores to Rs 5 crores I think
C"this is nadequate  Last time there
was an amendment to the effect that
this should be raised at least to Rs. 10
crores and the amount of Rs. § crores

would be much less The 18sued
capital 15 alto being raised fiom
Rs 25 lakhs to Rs 1 crores. This

is also not sufficient After ten years
of working, 1n order to make them
more viable, at least half of this
should be made paid-up capital
In fact, I would say, that the full
amount may be made paid-up, that 1s
Rs 5 croves. I do not know  why
.7 2} crores if 1t cannot be raiser
capital. T think this is not sufficient
Unless you give adequate fundg to
the Rural Banks. thes- will not be
able to have sufficient growth und
they will not have g gound  base.
Their tasks will be great but they
will not be able to open new bran-
ches, Therefore, 1 suggest that the
issued capital should be raised to
Rs 2} crores if it cannot be raised
to Rs. 5 crores Then only they will

have a better financial base and
they will have viability and the
authorised capital also should be

raised at least to Rs 10 crores

Now. 1 come tp the question of
appointment of Directors, It is a good
thing a good feature, that we  will
have now a better composition of
the Board Only one guggestion I
waould like to make in thig cornection
This new composition makes, you sec
a better combination Earlier, we
had three Central Government Direc-
tors and two Directors from the State
Governments and three Directors
from the nationalised banks plus the
Chairman. Now, we have two
Central Government Directors, cne
Director from the Reserve Bank of
India, one Director from the
NABARI), one Director each {rom the

- .
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Sponsor Bank and the State Govern-
ment concerned We will have two
Directors nominated who will be
non.official Directors. The word used
here is “non-official” It does not say
that the Governmeni othcialg will not
be there Therefore, this is not
sufficient, At least, Sir, it should have
been made clear here and clear guide-
lines shoula have been given here. I
would request the honourable Minister
to give a categorical statement here in
this House that these twg Drectors
will be non othcial Directors only
Now, in this Bill, ng prescription has
been given as to the qualificalions. 1
would suggest that it should Dbe
persons who are experts in rural eco-
nomics and those who have got some
knowledge of banking. some know-
ledge of the rural areas. agriculture,
small trade, etc  Only such persons
should be made and gsome retired
Government offic.al or some other
official person should not come there
because that would not be in the in-
terest of these banks

(SHRI H.
con-

THE VICE-CHAIRMAN
HANUMANTHAPPA). Please
clude now.

SHRI RAMESHWAR THAKUR:
I am concluding There are other
important features in this amending
Bill This is a new nstitution, the
Sponsor Bank  These Banks must
take much more interest Now, there
is an amalgamation clause which was
not there earlier.,  Amalgamation,
wherever it is necessary and expe-
dient, should be carried out There
should be provision for the mctivation

of the staff in a much better way
thing

There is another important
which relates to  follow-up and
monitoring They  were given due

importance eariter A lot of follow up
and monitoring  will be necessary
which means more respon:1bility,
which will be much more than that
of the Sponsor Bank Apatt from
providing more assistance and support,
there must be effective follow-up and
monitoring of the  operations We
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simply blame them saying that they
are not working pipperly Lhey ate
not working for profits. They have
to pay lower interesy rates and their
operational costs are high So,
order to make them serve better, we
should provide them a sound financial
base, with more cfficient staff and
organmsation, and there should not be
any unduc competition from the
branche; of the nationalised  banks.
With:  inore support of money and
staff, they can work better.

Secondly, shortage of staff in the
Regional Rural Banks must be made
up, otherwise it will not work. There
are applications pending for a long
time, It ig very essential that tkere
should be a speedy disposal of loans
Taey should be provided with suffi-
cient funds so that they are able to
meet ail the genuine needs of farmers
and smaller people Applications for
loans should not he kept pending for
long Then, Sir.

THE VICE-CHAIRMAN (SHRI H.
HANUMANTHAPPA)- Just a second.
The House having sat yesterday till
morning. till 1 O’clock, I want you to
be ‘brief Many names are being dele-
ted just to conclude the discussion.

SHRI RAMESHWAR THAKUR.
Till 1 AM I wag also sitting, ang I

am prepared to sit again
THE VICE-CHAIRMAN (SHRI H.
HANUMANTHAPPA) I know you

were sitting. Please conclude.

SHRI RAMESHWAR THAKUR:
There is also the question of rejec-
tion of applications These are from
the rural pcople poor farmers, the
artisans, the Harijang and others.
When they apply, on flimsy grounds
we should not reject them. It is very
important This is one thing which
has to be ensured

Then, there is sometimes insistence
on hypothecation of assets, mortgage
of land. other sureties, etc. I hope
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the dynamic Minister Mr. Foojar1 will
ensure that on these grounds they are
not put to any difficulty.

Then, there 1s alsp deficient follow-
up angd supervision, They give money,
and only at the time of return they
look for that. They must take active
ang positive part. This 1s meant tor
the development of poor people, 1t
1s not just lhke moneylenders that
they go and collect money from them.
They must also see that the money is
pioperly utilized, Some  guidance
should also be given to them. Some
education must also be given to them.
Then, 1f 1t 1s for a productive pur-
pose, money must be given to the ex-
tent 1t 1g 1equired for the purpose,
otberwise they will simply divert
the money for other consumptions and
1t will not gserve the purpose Suppose
a well has to be dug and y requires®
Rs. 8000, If they give only Rs. 4000,
it will not serve the purpose It must
be need-based, ang also there must
be timely payment of money. Then,
the recovery schedule should also be
more effective. Follow-up ghould he
there They should not exploit the
people They should go to the villages,
Then, Sir, I will request the hon.
Minister to see if it is feasible to give
some more relief, so far as the rate
of interest is concerned, because it is
meant for very small and marginal
farmers and poor sections. We must

A

trv to make them more viable, more
efficient and more responsive to the
needs of the local people

Thank you very much.

THE VICE-CHAIRMAN (SHRI H.
Hanumanthapp)* Mr. RR. Sahu,

gbsent. Mr. S N Deshmukh, absent

Mr
noor

Ramamurthy. absent Mr. Kush-

SHRI VEERSHETTY MOGLAPPA
KUSHNQOOR: Mr Vice-Chairman. Sir,
T whole-heartedly support this Bill
Sir, this Bill relateg to small man's
bank, which ig known all over India
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Sir, 1 am pot going to repeat what-
ever other Members have already
said, I shall be brief.

I am very much concern=d about
.t\he losses of the Regional Rural
_Banks. Out of 173 according io the
1984 Balance Sheet, 130 have incurred
losses. Not only that, 49 banks have
eroded the entire share capital and
26 have eroded at least 50 per cent
of the share capital Not only that,
Sir, specially only 46 banks are earn-
ing profit 1o the extent of Rs. 4.65
crores, and 148 Rural Regional Banks
are earning Rs 3235 crores, Aud the
eumulative loss ig Rs. 89 60 crores
This is a very alarming situation. I
tnnk, after knowing this, the Kelkar
Committee was appointed The Kelkar
Commuttee has submitted .tg report
Tand on the basig of this report these
“amendments have been brought The
recommendations given by the Kalel-
kar Commuittee have not been imple-
mented. Fustly. the amendments
brought here relate only {o authorised
capital ang share capital. The second
is the nomination of the Board and
the third is amalgamation About the
share capital, 50 per cent will have to
be contributed by the Government
of India, 15 per cent by the State
Government and 35 per cent by the
sponsored banks, I kow that the Cen-
tral Government is having money and
they can afford 1t Even the sponsored
banks can afford 35 per ceng contri-
bution. But the State Governments
may not contiibute. You are mcreas-
ing from 25 lakhg of rupees to one
crore of rupees. I don’t think the
State Governments may contribute
that much There 1is a provision
NABARD can contribute long-term
loan for the share capital NABARD
can provide long-term loans to the
State Governments for paying their
contributipn to the Regional Rural
Banks. Unless we do that, the State
Governmentg may not be in a position
to contribute their share capital be-
cause vou are raising it from Rs. 25
lakhs to Rs 1 crore. This is the first
point.

{15 DEC, 1987]
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My gecond pomng 1s thus. NABARD
15 advanciig to the sponsored banks
at the rate of 7 per cent but the
sponsored banks are advancing to the
Regional Rural Banks at 8.3 per cent.
This 15 much more. Because of ths,
the Regional Rural Banks are mcur-
nng Jlosses, My  submission ;s that
NABARD should directly advance to
the Regional Rural Banks. If the
sponsored banks are gowng to advance
to the Regional Rural Banks. then the
mteresy must be restricted to 7 per
cent In that case, the Regional Rural
Banks will not incur losses.

The other things are SLR equity
and other things to maintawmn their
own cash ratio. Also, they wili have
to keep their money in the current
account The sponsored banks are giv-
ing only 8 per cent. If the same
«amount 1s invested in Government se-
curities, then they will get 11 per cent
and the Regional Rural Banks will be
geiting 3 per cent more. My submis-
sion s that we will have to insist
that thcy must invest in Goveranment
securities and not in the current ac-
count of tho sponsored bank:s If these
measures arc adopted. T am sure that
the Regional Rural Banks will not in-
cur losses which they zre doing at
present.

Though they had thought of nomi-
nating two non-officials i 1375, it is
only 1n 1987, after ten years, that they
have brought this amendment saying
that two Directors may be nominated
fiom amongst the non-officials They
should not bhe the officials of the Re-
serve Bank of India or the nationalis-
cd banks or cven the sponsored banks
Thev must he non-officials. Here.
while making the rules they must lay
down some criteria as to what type
of men must be there in thes~ hanks.
I am saying this because the recovery
positon ig bad. Even 1984, 30 per cent
was overdue 1n all these Regional
Rural Banks Tf the non-official Direc-
tor helongs to that particular area
or district he can try to reccver the
amounts What is happening mnow?
You are putting all sorts of banking
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officials who do not move about m
the district. It 1s impossible for them
to move about in the entire district.
Therefore, my submission ig that you
must see that the non-official repre-
sentative 1s residing n the district and
he must have a comnutment to the
weaker sections, We natonalised the
banks in 1969, After that in 1975, we
started these Reglonal Rural Banks.
The 1dea was that the small man
must get the loans If there arc only
officials m these banks I don’t think
they are going to serve the weaker
sections, Therefore my submission is
that when you are going to appoimnt
the Directors on the Regional Rural
Banks, you must see that the non-offi-
cials of the district must find 5 place
in these RRBs, Sir, ours is a big coun-
try and we are having a large num-
ber of fnancial institut:ons. Buy they
are not st1ll adequate to give finance
to the agricultural, ndustrial and
other sectors also. I think, after a
careful consideration they  have
brought this provision for amalgama-
tion. If you see, there are 196 RRBs
If it is not possible to make any bank
viable. then they will have no other
alternafive but to amalgamate it with
one of the nearest district banks This
provisicn has been brought ana 1t 1s
a welcome step. Thig should have been
brought earlier. T do not understand
why they have not brought it earlier
It is a welcome step and I congratu-
late the Minister that this provision
bag been brought. (Time bell rings)
Since the hon. Vice-Chairman is press-
ing the time bell with these words, I
support thig Bill. I tiank you. Mr.
Vice-Chajrman, Sir, for giving me
time to speak on this Bill
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THE VICE-CHAIRMAN (SHRI H.
Now the last
speaker, Shri Ram Awadhesh Singh

HANUMANTHAPPA).
He will speak for five minutes.
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. THE VICE-CHAIRMAN (SHRI I-Ix
HANUMANTHAPPA): The debate is
concluded. The Mimister will reply
tomorrow  The House is adjourned
till 11 am. tomorrow.

The House then adjourned
at fifty minutes past six of
the clock till eleven of the
clock on Wednesday, the 16th
December, 1987.



