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9. REGIONAL RURAL
BANKS (RRBs)

One of the important points of the 20-pojpy
economic programme of Mrs Indira G::mdhi during
Emergency was the liquidation of rural indebtedness
by stages and provide institutional credit to farmers
and artisans in rural areas. It was in pursuance of this
aspect of the New Economic Programme that the
Government of India setup regional rural banks (RRB).

The main objective of the RRBs is to provide
credit and other facilities particularly to the small and
marginal farmers, agricultural labourers, artisans and
small entrepreneurs so as to develop agriculture,

trade, commerce, industry and other productive activi-
ties in the rural areas.
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| '-*‘lliegifmal rural banks (RRBs) were conceived
-nstitutions that combine the Joca] feel and fami]jar-
i

 cooperatives and the business organisation abiljty
iy 315 commercial banks, In a multi-agency approach
o griculwfal and rural credit jn India, RRBs have a
[ ”
’ cial place.

i
E a4 [nitially, five regional rura] banks were set up
October 2, 1975 at Moradabag and Gorakhpur
Pnuttaf Pradesh, Bhiwani in Haryana, Jaipur in
ma'asthan and Malda in West Bengal. Each regional
furjal bank had an authori§ed capital of ¥ | crore,
| d issued and paid-up capital of T 25 lakhs. The
gare capital was subscribed by the Central Govern-
nent (50%), the State Government concerned (15%),
and the sponsoring commercial bank (35%). The

' RRBs though basically scheduled commercial banks,
' iffer from the latter in certain respects :
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(a) The area of RRBs is limited to a specified
' region COMPrising one or more districts of a State,

| (b) The RRBs grant direct Joans and advances
~only to small and marginal farmers, rural artisang and

ygricultural labourers and others of small means for
' productive purposes.

(¢) The lending rates of RRBs should not be
 higher than the prevailing lending rates of Co-Operative
Wcieties in any particular State. The sponsoring banks

4 the Reserve Bank of India provide many supsi.

[hes and concessions to RRBs to enable the Jatter to
nction effectively

M




D va “uviLul cb.

6. COMMERCIAL BANKS
AND RURAL CREDIT

An important argument in support of bank
nationalisation was that commercial banks had kept
themselves aloof from the problems of agriculture
and had remained largely indifferent to the credit
needs of farmers for agricultural operations and land
improvement. When social control of banks was
introduced in 1967, a rapid expansion in bank
branches in rural areas was started. By July 1969, all
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commercial banks had over 1,860 branches in rura
and semi-urban areas; this number had increased tc
over 30,585 by June 2006. There were 3,07,17.19%
million agricultural borrowing accounts with
commercial banks amounting to ¥ 3,08,087 crores
(2007-08), as compared to only 0.2 million accounts
with total outstanding advances to the extent of about
T 160 crores in June 1969. A large number of village
Co-operatives are among the borrowers, some of them
borrowing from other financial agencies as well.



3. RURAL CO-OPERATIVE

/, ’ CREDIT SOCIETIES

Indian planners considered co-operation as an
Instrument of economic development of the dlSﬂd\:’ﬂn'
taged, particularly in the rural areas. They saw in a
village panchayat, a village co-operative and a villagf:
school, as the trinity of institutions on which a self-
reliant and just economic and social order was to be
built. The non-exploitative character of co-operatives,
voluntary nature of membership, the principle of one
man one vote, decentralised decision-making and

self-imposed curbs on profits eminently qualified
them as an instrument of development combining the

advantage of private ownership with public good.

The rural co-operative movement was started In
over 100 years back largely with a view to providing
agriculturists funds for agricultural operations at low



rates ol mferest and plnlm.‘l them from the I
' ( I"' &
money lenders he, '

The orgamsation of '.hc CO-0peraty, [
short pertod 18 briefly outlined here:

Primar) Agrlcultu‘rnl Credit Sockery
A co-operative credit suc:cly.. common|y kn”' '
the primary agricultural credit sucimy,pm.%n‘
be started with ten or more persopg o ) tn,
belonging to a village. The value of each “';mh
generally nominal so as to enable eyep the are
farmer to become a member. Primary Agricy
Credit Societies (PAC S) are the grassrooq leve tury,
of the short-term cooperative credit strucyre Plr(rr
deal directly with farmer-borrowers, grant shon | $
and medium term loans and also ““dcn:rkm
distribution and marketing functions, :

The management of the society is ypde "
elected body consisting of President, Secretary 4,
Treasurer. The management is honorary, the only payg
member being normally the accountant (in case g,
society is large and requires a paid whole-tin
accountant). Loans are given for short periods
normally for one year, for carrying out agricultur
operations, and the rate of interest is low. Profits are
not distributed as dividend to shareholders but are
used for the welfare of the village, in th
construction of a well, or maintenance of the villag

school, and so on.

The usefulness of PACs has been rising steadil
In 1950-51, they advanced loans worth T 23 crores.
this rose to ¥ 200 crores in 1960-61, and to T 3452
crores in 2000-01. The PACS have stepped up et
advances to the weaker sections particularly the small
and marginal farmers. This progress has been quie
spectacular but not adequate considering the 4™
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District Central Co-operative Bank
Bs).. These are now at the end of March 200¢
69 District Central Cooperative Banks. The loans out
tanding came to T 79.200 crores. These are federation
f primary credit societies in specified areas normall
xtending to a whole district (hence they are some
mes known as district co-operative banks). Thes
anks have a few private individuals as shareholdes
ho provide both finance and management. Thewr mal
sk is to lend to village pnmary societies, but the
e expected to  attract deposits from the gener
ablic also (volume of deposits). But the expectatic
1s not been fulfilled and many of the co-operatr

ntral banks act as intermediaries between t
















