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The Vice-Cchairman (Dr. Bapu Kaldate)  in 

the Chair. 

THE     REGIONAL     RURAL    BANKS 

(AMENDMENT)   BILL, 1987. 

THE MINISTER OF STATE IN THE 

MINISTRY OF FINANCE (SHRl 

JANARDHAN POOJARI): Sir, I beg to 

move; 

"That the Bill further to amend the Regional 

Rural Banks Act, 1976, as passes by the Lok 

Sabha, be taken  into  consideration. " 

Sir, Regional Rural Banks were first constituted 

by Government in October, 1975 under RRB 

Ordinance, -T 1975, which was later substituted 

by the Regional Rural Banks Act, 1976. They 

were conceived mainly as low cost institutions 

staffed by persons residing within the 

jurisdiction of the area of operation, namely, one 

or two districts for each RRB to ensure that in 

their functioning the RRB observ-; ie utmost 

economy. At present, there are 196 Regional 

Rural Banks cc vering 357 districts in 23 States 

in the country 

SHRI      NIRMAL       CHATTERJEE: (West  

Bengal): Excuse  me, what     is It        the  present  

figure of number of districts covered? 

SHRI JANARDHAN POOJARI; 357 districts 

in 23 States. These banks have a network of 

about 13, 000 bran- 

ches. The RRBs have mobilised deposits 

amounting to Rs. 1763 crores ana given loans 

aggregating Rs. 1846 crores. The total staff of 

RRBs comprise of 24067 officers, 22178 

clerks and 631 subordinate staff as on 31-12-

1986. 

The RRB Act contains various provisions 

regarding incorporation, regulation and 

working of RRBs. The present Bill seeks to 

make amendments to the main Act in the light 

of the experience gained in the administration 

of this Act during the last over 10 years. While 

commending the Bill for the consideration of 

the House, I shall confine myself to exr plain 

some of the more important provisions 

contained in the Bill. 

M present, in terms of Section 6(1) of RRB Act, 

the issued capital of | each RRB shall be Rs. 25 

lakhs. In view of the growth TH business, it is 

desirable that issued capital of  Rs. 23 lakhs 

which was fixed more than 10 years ago should 

be revised upwards, and fixed between Rs. 25 

lakhs and Rs. one crore for each RRB. This will 

enable the RRB to meet additional expenditure 

on account of the opening of branches in remote 

rural areas, servicing large numbers of bor-rowal 

accounts and training of staff etc. 

Simultaneously, the authorised capital is also 

being increased from Rs. 1 crore at present to 

Rs. 5 crores. 

The Board of Directors of a RRB consists of a 

Chairman and not more than 8 directors to be 
nominated by the Central Government, the 
State-Government and the sponsor bank. It has 
been the practice to nominate two non-officials 
on the Board of each RRB, one from quota of 
the Central Government and the other from 

sponsor bank. The other directors are officials 
of the sponsor bank, the State Government and 
the Reserve Bank of India. In the interest of 
administrative simplicity, it is proposed that 
two non-officials may be nominated by the 
Central Government 
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and the remaining six directors should be 

nominated by the Reserve Bank of India, 

NABARD, sponsor bank and the State 

Government directly according to the quota 

allotted to them. 

According to the provisions contained in 

Section 11 of the RRB Act, the Chairman of a 

RRB is appointed by the Central Government. 

He is normally an officer of the Middle 

Management level of the sponsor bank. It is 

proposed that the Chairman should be 

appointed by the sponsor bank in consultation 

with NABARD. 

Ti"l recently, in terms of Section 17 of the 

RRB Act the RRBs were recruiting their staff 

and officers. It has been considered necessary 

to en-the functioning relating to the re-

cruitment of RRB staff to the existing Banking   

Service  Recruitment   Boards. 

At present, there is no provision in the RRB Act 
for the amalgamation of RRBs. Keeping in  view 
trie  adminis-    j trative      convenience     in   
regard     to    I supervision and control over 
branches and without affecting  the  viability  of 
the old and emerging units-, it is proposed   that  
there  should  be provision regarding    

amalgamation of      smaller RRBs. 

It is desirable that the sponsor bank should   take   
over  the      responsibility of  periodical   and   
internal      audit   of the' RRBs  by  the  sponsor 
bank. The sponsor bank should also monitor the 

Progress of the RRBs by 'keeping      a watch  on   
important   indicators   relate ing to deployment of 
funds, staff ratio and  advise   their     RRBs  on   
suitable corrective  action where needed. For this 
purpose, it is proposed to suitably arm   the   
sponsor     banks   with  statutory authority. 

It is proposed to provide    that the •bligatioin of 
the sponsor bank to aid 

and assist RRB by training of personnel shall be 

without any time limit, the obligation of the 

sponsor bank to provide for managerial and 

financial assistance shall be limited to the first 

five years of its functioning which period may 

be extended by the Central Government under 

certain £ circumstances and recruitment of 

personnel of RRBs will no longer by the 

ob7igation  of  the  sponsor  banks. 

Sir, there are certain other provisions of 
minor nature in this Bill which are mainly of 
procedural or consequential nature. 

With these remarks, I commend the Bill   

to   the   House  for  consideration. 

The question  was proposed. 

SHRI NIRMAL CHATTERJEE: Mr. Vice-

Chairman, Sir, the problem, about the Regional 

Rural Banks is that whatever the Government do, I 

even when they intend to do some>-thing good, 

they cannot help doing something wrong. There is 

absolutely no doubt in my mind that Regional 

Rural Banks are a useful device. Why do I say so? 

I will draw a picture of banking in India and 

contrast it with the general rural banks and indicate 

why Regional Rural Banks  are good. 

As you  all know—he has also said 
it—in  the  rural  areas  it is not  only     "^ 
the Regional Rural Banks which func 

tion but there are also rural branches 
of  commercial  banks, mainly  of   the 
public  sector, and  there  are       some 
private sector banks  also. The num 
ber  of branches  of     the  commercial 
banks in     the country-side     is  about 

30, 000 while that    of Regional Rural 
Banks  is   approximately   13, 000. This 
is  one indication  of the difference  in 
the functioning of the powers-that-be. 
The other indication is that they have 
to  take  the   rual  people     with  them 

and   so   they     have     provided   for    
ruralBanks. But the largest number of branches 
are in the commercial sector. This is one aspect 
that I want the House and the Minister to re-
member. 
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The: second aspect—which is very 

important—is, in the rural branches of the 

commercial banks the credit-deposit ratio, as is 

admitted by the Reserve Bank of India, is 

coming down. More deposits are collected 

from the rural side and less money is given as 

advances or credit and, as we have repeatedly 

drawn attention to, Jfiss is more so in the 

eastern and north-eastern region. I have got 

some figures about this. In the north and  the 

more advanced areas, the credit-deposit ratio is 

75 to 80 per cent, and that also is coming 

down, reflecting the problem of the economy 

as a whole. But in the eastern region it is 50, 55 

or 60 per cent. This is the kind of disbalance in 

the growth of the economy. But the main 

contrast that I want to draw is in the case of the 

Regional Rural Banks and there the credit-

deposit ratio is invariably more than 100 pe'r 

cent. It is not a . taction of the deposits. It is 

more fhan the deposits that go via the Regional 

Rural Banks to the rural sector, while the 

commercial banks mobilize deposits in order to 

lend the money elsewhere. If this statement is 

not believable, then I will quote a figur, ? from 

the Reserve Bank of India. That figure shows 

that while bank deposits expanded, the 

advances have expanded in the case of medium 

and large industries to such an extent that in the 

course of one year their share of advances grew 

from 25. 2  per cent 

  "Tto 46. 7 per cent. We can imagine the close 

nexus between the large and medium sector 

controlled by the large houses and the 

finances of the commercial banks. I prefer the 

Regional Rural Banks precisely for the reason 

that they do not have to cater t0 this sectcr. 

This welcome feature is there. Ever ir. terms 

of mobilisation of deposits. 1 would be seen 

that a major part of savings from indiivduals 

is in the Rural Banks. That is true for 

commercial banks also. But the share pf 

individuals is much higher in the 

   case of the RRBs than in the case of the 

commercial banks. The share of the salary 

earners, wage-earners in the 

RRBs, contrary to our belief that the 

commercial banks would be procuring more, 

is also much higher than that of the 

commercial banks. The deposits of the 

Government or the public sector, all the 

same, in the Regional Rural Banks is very 

little. Why should this discrimination 

continue to be there once the first step of 

establishing the RRBs, has been taken? 

Madam, one question that I do not find 

any answer to is: Why can't it be that all 

regional and rural banks' branches including 

those of the commercial banks      be merged 

with the 

:    RRBs? They have a higher credit-deposit 

ratio. You are unable to utilise all the 

deptsits in the commercial banks' branches. 

The RRBs are closer to the people, and this 

is one argument which the Finance Minister 

utilises in order to deprive them of the wages 

that commercial bank employees get. I 

wonder, if you think that the RRB is a 

success story, why you do not, number one, 

transfer all the branches of the commercial 

banks in the   rural areas    to these people. 

      j They have provision to advance for 

small       entrepreneurs also. Other 

banks concentrate on urban areas. Let them 

do that. This is one question that haunts me. 

I do not know what answer the Finance 

Minister has got today. 

Secondly, I do not know and, therefotre, I am 

asking: How many Regional Rural Banks are 

there really in the districts? About 

amalgamation of the Regional Rural Banks, I 

will i come to that, and I have a point to 

observe. They have provided for 

amalgamation. As of today. each district does 

not have a separate Regional Rural Bank. 

There are some 119  or  120. You  correct  me 

kindly. 

SHRI VEERSHETTY MOGLAPPA 

KUSHNOOR (Karnataka): One hundred and 

ninety-six. 

SHRl NIRMAL CHATTERJEE: One 

hundred and ninety-six Regional Rural 

Banks are there. But the districts covered  

are 356, which indicates that 
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each Regional Rural Bank covers more than 

one district on an average. Why should that be 

so. If you find in the Regional Rural Bank the 

merit of contact with the ground, then, why 

should each district not have a separate 

Regional Rural Bank? That is the second 

question to which I would like to get ao answer 

from you. 

Thirdly, how many districts are there whore 

there is majority of urban populatioi? I know of 

one district in West Bengal. That is known as 

Calcutta. Certainly Calcutta, as a district, hi 

entirely urban. How many such districts are 

there where the urban population is in majority? 

Ney, I will go stronger. How many districts are 

there where the rural population is not in an 

overwhelming majority? If such districts are 

rare, then tell me why is it that the lead banks in 

each district should come from the commercial 

banks and not from the Regional Rural Banks? 

This is another question which I do not know 

what answer the Government have. If rural 

lending is primarily the objective, including the 

small entrepreneurs, artisans, peasants, the lead 

bank should be the regional rural bank. Follow-

ing from this may I make a submission if this 

whole approach of having a sponsored bank for 

a regional rural bank, is not almost a thinking of 

the colonial days? Delink them. We need 

regional rural banks. They can function well 

have their autonomous existence independent of 

the sponsored banks. If you want expertise, you 

can always borrow from the public sector 

banks. So, the lead banks, I suggest, should be 

the regional rural banks and no other banks. It is 

in this context I offer my criticisms of the Bill. 

What is the criticism? The fact that you are 

providing for a larger equity is welcome. It 

could have been more, it should have been 

more, but in doing this good piece of  thing, 

limited though, what are you ignoring? A 

director from the State will come from      

amongst those who  are      the 

relevant people, clossest to the ground in the 

district. Are we not talking about the Panchayati 

Raj or Panchayati system even where it is non-

existent? If that be so, is it not absolutely 

necessary that for a regional rural bank there 

should be a director from Zila Parishads? You 

cannot dream in this manner. You are so 

aristocratic, so exploitative in youjl psychology 

that you condescend upon the Panchayati 

system Therefore, when you are forced to think 

at least about the State, you cannot think about 

the fact that the Zila Parishad should send one 

who should be its chairman or  Sabhapati 

should be on the Board of Directors. You say 

that the employees are paid lower wages, lower 

scales so that they are in tune with the State 

employees and in tune with the income level of 

the rural people or the district. Now, if you 

accept that they are granted lower wagea for 

having some kind of function that commerical 

banks are engaged in expecting that the 

commercial bank branches have nexus, the 

employees can establish with the large and 

medium owners, if this is the kind of 

expectation you have, then why do you deny the 

employees from the regional rural banks a 

position in the management of the regional rural 

banks? Why don't you have in that case a 

director from them also? This is another thing 

which I fail to understand. You have introduced 

amend-^ ments. Your Clause 4(1) says that the 

headquarters of the regional rural bank—not in 

the amendment, in the original Act—will be 

decided by whom? By the Centre. You don't 

have this common sense that in order to handle 

credit, in order to handle deposits, the person 

who knows most about the district would be the 

district Panchayat people. You have no pro-

vision to consult them about where the 

headquarters should be. This is about Section 4. 

That is about Clause 9 about Directors. And you 

talk of amalgamation. Can you imagine? I -f do 

not know whether it is a slip or eynicism one 

hundred per cent that introduces  this     kind  of 

amendment. 
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Sir, think of amalgamation which j they are 

talking about. I believe there should be further 

disjoining so that each district can have RRB. 

They in their anxiety have provided for amal-

gamation in case the need arises. I am afraid 

they feel that they should be ^amalgamated 

immediately. But while amalgamating I read 

the clause "Every notification issued under sub-

clause may also provide for "all"—mark the 

word "alL" or "any" of the following matte'rs. 

All or any which are the two things? First thing 

is about the conditions of the emplyees and the 

second is about the other. You want to protect 

while amalgamating. | You provide for "all" or 

"any" not compulsory that the employees' 

emoluments or conditions of the service will j 

be protected. I do not know whether j it is a slip 

or it is a demonstrated xynicism when you are 

prepared to i attack the employees. (Time bell) 

Sir, if you ring the bell, I will continue to speak. 

THE VICE-CHAIRMAN (DR. BAPU 

KALDATE): I am sure you will not do 

that. 

THE MINISTER OF STATE IN THE 

MINISTRY OF PARLIAMENTARY 

AFFAIRS (SHRI M. M. JACOB): Give 

time for this side also. 

SHRI  NIRMAL  CHATTERJEE: I 

think the Parliamentary Affairs Minis 

ter would be encouraging me to speak. 

But if we consume more time, then, 

somebody will come from the Lok 

Sabha.   

THE VICE-CHAIRMAN (DR. BAPU 
KALDATE): I am trying to discourage 
you. 

SHRI NIRMAL CHATTERJEE: I 
mentioned about the directors. I have 

submitted some amendments. So this is 
what I say about the notification. Your 
tributes, homage to State Governments that 
the director will be from the State 
Government, would be very excellent. A 
Chairman  has to 

be dismissed. Who will dismiss? You do not 

have the courtesy to provide for since all these 

are separate entities. In dismissing the director 

from the State or the State Government, you 

have to be consulted. This is what you have 

provided for. 

Lastly, I will conclude, because I am such 

an obedient Member, that one of the problems 

of the wage structure is each State have a 

pattern, each RRB is situated in one State and 

they have a particular pattern of scales which 

is inconsistent with the State's structure. Now, 

the fun of the situation is that if they decide 

that injustice is being done and we must talk 

to some people the entire Bill does not 

provide for any authority to whom they can 

talk. Whom will they talk to? The scales are 

decided by the State RRB. It is governed by 

NABARD. All the RRBs are united. There is 

a very big union. They do not know whom to 

talk to. You go to RBI; they will say go to 

NABARD. You go to NABARD; they will 

say go to State Regional Rural Bank. You go 

to RRB; they will say go to Sponsor Bank. Is 

it this kind of attitude, is it this kind of 

provision of authority which will help inspire 

the employees of the RRB to function as they 

were functioning according to the estimates of 

the Ministry of Finance? We have given the 

amendments and we also know the rigidity 

that a particular Minister is involved in 

because the clearance has to come from the 

supremo. The attack or the refusal to attack 

the concession tr withholding the concession 

cannot be decided by the Minister particularly 

after the Fairfax issue. It  has to come from 

the supremo. 

I, therefore, submit that in case you feel 
inclined to accept the amendments that we are 
moving, then you do not give your reply 
today; consult your supremo and come back 

tomorrow to give your  reply. Thank you. 
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THE VICE-CHAIRMAN   (DR. BAPU 

KALDATE): Now, Mr. Ramanathan. 

SHRI V. RAMANATHAN (Tamil Nadu): Mr. 

Vice-Chairman, Sir, I rise to support this Bill 

because this Bill seeks to strengthen the Regional 

Rural Banks to help effectively the rural poor 

and also the agricultural people, particularly the 

people living in the rural areas. The living condi-

tions of these1 people are to be improved. 

Therefore, I welcome this j    Bill.      Now, Sir, 

rural unemployment hasgone up among the 

educated as well as the uneducated. Rural 

indebtedness is growing higher and higher and 

the problem of rural indebtedness cannot be 

solved unless some drastic and strong action is 

taken to safeguard the interests of the poor 

people in the rural areas. The social division in 

the economy also has increased and the gap is 

widening. The social set-up generates needs fcr 

all, but only a few are satisfied. Unless we take 

some drastic steps to raise the per capita income 

of the rural poor, unless rural indebtedness is 

rooted out, unless measures are taken to prevent 

the rural population from depending on private 

money-lending, and unless we make them earn at 

least to the extent of making both ends meet, any 

spending by the Government will be only on 

paper and the result will only be frustration 

among the rural population and if this frustration 

increases, it will one day burst resulting only in 
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bloodshed and violence and, under such 

circumstances, no Government would be able 

to save the situation. The interests of the rural 

poor cannot be safeguarded at that stage. 

Therefore, we must see that this frustration 

does not increase. But now this frustration is 

slowly developing jn the rural areas 

particularly among the youth, and a moral 

vacuum and value crisis are slowly emerging 

in the society today. They have begun to 

think that freedom itself is a privilege of the 

powerful and the State has become a 

powerful tool to safeguard the existing unjust 

social structure and situation. So we must 

bring them out of this frustration. We must 

impress upon them that we are only planning 

for a value based society where there will be 

definite demolition of domination and 

discrimination. To bring them out of poverty 

the per capita income has to be raised. This 

Bill seeks to increase the per capita income. 

Therefore, I welcome this Bill. 

Regional rural banks must be distributed 

invariably almost to all areas, because unless 

the people are able to go and get money at a 

low rate of interest, they cannot solve their 

problems. And the opening of its branches 

should also be done in such a way as not to 

create regional imbalances. It must n°t So in 

competition with rural co-operative banks. 

The regional Rural Bank is mainly a lending 

bank. It may not be possible for that Bank to 

get deposits. Therefore, it may not be able to 

get resources unlike commercial banks. So 

the sponsor banks must see that this Bank has 

the necessary capital. Unless the capital 

comes there, unless they are able to provide 

loans to persons who are approaching them 

for loans, they cannot solve the problem. 

Re-finance facility  by the    sponsor banks     

on    the    rate    charged     by 

NABARD may be adopted. Th funds 

deposited by the Region; Rural Banks must 

get a high interes not less than 10 per cent.. 

Then onl these  banks  can become viable. 

Regarding the training of the pe: sonnel, 

the sponsor banks must tak proper care and 

attention, becikts they must be able to 

approach th rural people, they must find out 

thei problems, they must identify thei 

difficulties and they must go an help them in 

whatever way they cai We must educate them 

how they ca use these banks, and so on. 

There fore, their personnel must be traine in 

such a way that the purpose 1 view  is  

achieved. 

Further, the borrowers must I given loans 

With not many formal ties. If a villager goes 

to a bank, b is driven to go to the taluk, to 

village officers, and SQ on. It becomes diff 

cult for them. They find it dimcu to get even 

Rs. 2000 cr Rs. 300 Their property documents 

are ther With the help of these documen they 

must be able to provide thei loans. And when 

natural calamitk are there, they must give an 

opporti nity to the borrowers, some time 1 the 

borrowers. The cooperatives i the States are 

also helping the rur; population by wiping out 

their loan interest or penal interest and ^a 

that. But in the nationalised bani or rural 

banks they are not givin such facilities. 

Therefore the coop rative banks are not able 

to provic them as much loans as it is expecte 

of them by the rural populatio Then these 

banks come to help then They are not getting 

the facilitie Therefore, these regional banks 

mui also be given some authority or th 

Government must provide them sue facilities 

to safeguard the interests c the poor people 

when they meet wit natural calamities and 

they are nable to pay the loan in time. In sn* 

circumstances, they must be prepare to write 

off the loans. If they ar not able to write off 

the toal amount at least they can write off the 

pens 
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interest and some other interest. As 1: old you, 

the rural population is becoming economically 

weak. The gap is widening. The agricultural in-

debtedness is increasing. Unless some sort of 

help is given, the people there cannot come out 

of poverty. I want ^ to congratulate our Minister 

who is taking a lot of interest in giving these 

loan. There may be a lot of allegations that 

there are some political motive behind the loan 

rnelas. I do not want to go deep into this matter. 

Anyway, they are helping a lot. If there is no 

ptlities, it will be better, i The people are 

benefited and to that extent I congratulate him. 

Therefore, I welcome and support the Bill. 

I would like to submit that the problem of 

indebtedness is making the rural people suffer. 

The moneylenders, small financiers and chit 

fund - holders are charging an interest of 60 per 

cent from the rural people. They charge Rs. 5/- 

per month on a lo£. n of Rs. 100/-. The interest 

rate cones to 60 per cent. These small 

moneylenders, so-called financiers and chit 

fund holders cheat the poor people. These chit 

fund companies have become cheating 

companies, i They are cheating the rural poor. 

Therefore, the Government must take all care to 

safeguard the rural people from the exploitation 

of these chi*  fund people  and financiers. 

As, Mr. Nirmal Chatterjee sug 
gested, the Directors must also be 
from the rural poor. They know how 
the rural population is suffering. 
They know their condition better than 
the buraucrats      and      officersThey 

know how to get deposits and from whom. 
They know the people whom they  have to 
distribute this money The people having 
experience of the rural areas may be 
appointed as Directors. The salary of the 

employees should be at par with the salaries 
of the employees in other banks, the 
nationalised banks, and the bigger banks. In 
bigger banks situated in big cities, the people 
or employees work in air-conditioned offices 
and they  are  enjoying  all  the    facilities 

whereas the employees of the banks in rural 

areas have no educational facilities, medical 

facilities and other facilities. The interest of 

these employees must be safeguarded. They 

must be properly trained. They must be 

properly utilised and properly paid. Otherwise, 

this scheme will not be successful. If these mea-

sures are taken, then this scheme will become 

successful and will  change the society. With 

these words, I welcome the Bill. 
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MESSAGES  FROM  THE   I. OK 
SABHA 

(I) The Direct Tax Laws   (Amend 
ment)  Bill, 1987. 

(II) The Commission of Sati   (Pre 
vention)   Bill, 1987. 

(III) The Chandigarh (Delegation of  

Powers)   Bill, 1987. 

SECRETARYJGENERAL: Sir, I have t. 3  

report to the  House the fallowing  messages   

received  from Lok Sabha, signed  by   the  

Seer General of the Lok Sabha. 

I 

"In  accordance  with   the sions of rule 

96 of the Rules of Pr cedure and Conduct  

of Busines Lok   Sabha, I   am   directed   to   

enclose the Direct Tax Laws  (Amendment)  

Bill, 1987, as passed by Lok Sabha at its 

sitting held 0'i the December  1987. 

2. The Speaker has certified this Bill is a 
Money Bill within meaning of article 110 
of the Constitution  of   India. "  

II 

"In  accordance    with  the    provisions  
of  rule   96  of  die     Rule Procedure and 
Conduc', of Busi in     Lok  Sabha, I  am    

directed  t > enclose   th     Commission   of      
Sf. ti (Prevention)   Bill, 1987    as    pa by 
Lok Sabha at its sitting ho' the 15th 
December 1987. " 

Ill 

"In   accordance  with  the   provi: of   rule  

96     of  the   Rules   of     Procedure   and      

Conduct   of      Busini 

 


