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Management and Operations of Regional Rural Banks 3
- *
Two Case Studies

Charan D. Wadhva

The setting up of the regional rural banks in India for
exclusjVGly financing the credit requircments of the weaker sections
of the rural society has been a significant innovation in the field
of banking;l With the change in the Goverrment at the Centre in
Lpril 1977, it has been found necessary to review the working'of
regional rural banks in the light of the objectives for which these
banks were set up and to decide on ‘their future. The Reserve Bank
of India has set up a Committee for this purpose under the Chairmanship
of Professor M.L. Dantwala. The difficulties of undertaking a definitive
anq comparable appraisal of the performance of fhe regional rural banks
(RRBs) at a comprehensive level have to be reckoned with since the
oldest five such banks have not yet completed even two years of their

existence. This makes it imporative to conduct case studies of selected

banks to understand the working of these banks at their specific
locations and to get a better feool for the comparative importance of
the factors which help or hinder the management of planning the

programmes of these banks for achieving their objectives.

o ——

*This study has been sponsored by the.Indian Institute of Manabement,
Ahmedabad. The study has been made possible by the full cooperation
of the top management officials of the Haryana Kshetriya Gramin Bank
and the Jaipur Nagaur sanchalik Gramin Bank and their sponsoring banks
- the Punjab National Bank and the United Commercial Bank respectively.
This does not rsflect the official views of the banks concerned. I am
alone responsible for any errors which may be found in this paper.

lI have elsewhere cxamined the case for reorganising and strengthening
the role of the regional rural banks in the Indian conditions. Sece,
Charan D. Wadhva, “"Rural Banks for Rural Eevelopment The Indian
txperlment"(’to be pubilsheg)

.+ This paper also explains the background of
the setting up of ragional rural banks in India and ovaluates their
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This paper presents thé finﬁings of two such case studies.2 The
banks selected are the Haryana Kshetriya Gramin Bank, Bhiwani (Haryana)
and the Jaipur Nagaur Aanchalik Gramin Bank, Jaipur (Rajasthan). These
two banks are among the first five regional rural banks which were set
up on Qctober 2, 1975. Special attention is paid on comparing the
performance of those two banks for the full ycar 1976 and also their
poer farmance with sclected other banks which were set up before June 30,

1976. The paper also poses certain guestions for further research.

This paper is divided into three parts. Part I-describes the
settings Part II deals with the analysis of the working results and Part
TIT lists thc major issues which need to be resolved soon for the

future of these RRBs.
I
The Sctting

1. The Choice of District for O, ening Regional Rural Bank in the Sta
1.1 The Choice of Bhiwani District for the HKG Bank

The Haryana Kshetr;ya Gramin (*17) Bank was set up to operatc only.
in the Bhiwani district of Haryana State with Head Quarters at Bhiwani.
One may question the choice of Bhiwani as the first district of the State
where regional rural bank was set up. From several points of views
the choice of Bhiwani district for this purpose seems justified.
Bhiwani district is onc of the agri¢wlturally backward districts in the
Stateo. It is in fact included in the Drought Prone /Area Programme as
well as the Small Farmer Develoﬁmcnt igency Programme. Haryana state
is well developed in the matter of 100 por cent covorage of all its
villages by Primary .gricultural Socictics and by 12 District Central
giThese.fin&inés are partly based on personal observatioh;:made during

field-visits to the Head office and to selected branches of the two

regional rural banks. Henceforth, Haryana Kshetriya Gramin Bank will
be abbreviated as HKG Bank and the Jaipur Nagaur nanchalik Gramin Bank
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Cooperative Banks covering all 12 districts of the State and a State

level Cooperative Bank. The Haryana State Cooperative Land Development
Bank‘operates through 29 primary Cooperative Land Development Banks
locateé at Sub-=Division l;—vel.3 The performance of Bhiwani District
Central Cooperative DBank among the 12 district level cooperative

banks in the State based on 1975-76 date has been below average. Its
overdues as a proportion of demand for locans accounted for 30 per cent
compared to the average of 27 por cent. It's profit at Rs«2 lakhs

has been about the average level for 12 such banks in the State. But
it needs to be noted that the porformance of this Bank has not Seen

the worst in the comparison group. It is difficult to say with certainty
as to what extent the choice of Bhiwani for starting the first regional
rural bank was based on th: fact that Bhiwani has been infl uenced by
pelitical considerations rather than cconomic considerations. The
rationale of sclecting Bhiwani as the first district for opening
regional rural banks in Haryana iras not explained fully even to the:

managoment of the sponsoring bank.

In view of the fact tﬂat Haryana State was the first state in
“the countiy to rcorganisc the agricultural credit socistics by forming
one viable society.at 2ach Fatwar circle and had succeceded in
establishing 2168 sucii soci~tics with full-time paid secrctaries /
managers, onc wonders why Haryana State opted for starting regional

rural banks in the state. Punjab and Gujarat States where cooperative

3For a survey of formal credit agencics in Haryana, sce,; I.J.Singh

and iv«C. Gangwar, "/gricultural Credit in Haryana : Institutions and
Performance", paper prescnted at the All India Seminar on Agricultural
Financing organised by the Gujarat Agriulcutal University at

Junagadh : May 28«30, 1977
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movement is strong have not opted'for starting regional rural banks

in thoir states.4 In fact, in Haryana, the reorganised agricultural
societies are popularly called "Mini-Banks". Perha.s the State Govern-
ment would have considered whether these "Mini-Banks" could not have
been ;trengthened further to mecet the objectives for which regional
rural banks werc to be sat up in the State. Considerations of
political relationship of the State with the Centre might have played
their role in this matter. Porhaps the concern for setting up a Rural

Baniz for the Rural Poor --- both agricultural and non-agricultural

sectu: * of the rural society —- overweighed all other considerations.

wﬁatever the factors at work for the decision to establish

regional rural banks in Haryana, by April 1976, two regional rural

banks had bien establishcd in the State -- the second one was opened
at Gurgeon on March 28, 1976. The regional rural banks have been
svonsorcd by the public sector commorcial banks which are the lead banks
in the district. Thus, the Punfab National Bank is the sponsoring-bank
for the Bhiwani district. Tt is the lcad bank in 10 out of 11 districts
in the State. The Gurgaon Gramin Rank has been sponsored by the Syndicate

Bank since it is the lead bank in that district.

The Punjab National Bank was given only a very limited time

~
(about one week only) to open the Head office of the HKG Bank at Bhiwani.

4Recently, (Junc 1977) the Gujarat Government has announced its
willingness to start regional rural banks at two districts (Kutch &
Banaskancth ) in the State where Dena Bank is the lead bank. The
latter has also indicated its willingness to open regional rural
banks in these districts. However, a final decision on this will
be taken by the Government after the report of the Dantwala Ccmmittee
on regioral rural banks is availabk .
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So were four other sponsoring banks which Qere asked to open the
regional rural banks at the locations suggested by the Government
on Octéber 2, 1975. With such a rush job, the HKG Bank and the
Punjab National Bank had to face a number of difficulties in the
beginning for ﬁlanning the business and brénch expansion programme

of the HKG Bank.

1.2 The Choice of Jaipur and Nagaur Districts for the first Regional

Rural Bank in Rajasthan

hs in the case of Haryana, though to a lesser extent, one
can question why Rajasthan State opted for setting up regional
rural banks instead of strengthening the Cooperz ive Cradit
socicties at the primary Qillage levele  Primary agricultural
credit societies cover 95 pir cent of the villages of Rajasthan.
As the name implics, the Jaipur Nagaur .ienchalik Gramin Bank is
allowed to operate in thesc two districts of the State. Nagaur is
certainly one of the more backward districts in the State but
Jaipur is not. But Jaiput city being the capital of Rajasthan
might have influeqcad the choicc of covering Jaipur district at the
time. 4t the Central Cooperative Bank 1lavel, both the Jaipur
and the Nagaur banks were in the red for the accounting year

1973-74 as fer as the viability of thd r operations is concerned.

i

~
It was not so for other district certral cooperative banks. Perhaps

primary agricultural crodit societies also would be weaker at
Jaipur and Nagaur.districts ¢ The districts of Jaiﬁur and Nagaur
are not contiguous and arc scparated by long distance. One
wondcrs whether the problems associated with travelling and
coordination among various branches of the proposed JN.\G Bank

due to relatively poor infra-structure facilities were taken into

account while taking: the decision..:Ihe praocess.of selecting.




.districts for starting redgional rural banks has not been fully
explained even to the sponworing banks. By December 31, 1976,
3 regional rural banks had bzen sot up in Rajasthan, the second
one at Pali distfict on Septomber 6, 1976 and the third one

at Shikar district on October 7, 1976.

The JNAG Bank has been sponsored by the United Commercial Bank
which is the lead benk in the district. .. in the case of all
first five regional rural banks, the Unitcd Commercial Bank was
asked to set up the Head Officc of the JNAG Bank at‘Jaipur within
7 days of the communication rcceived on this subject. Due
to the rush job which had to be done; there were many difficulties
in the beginning in gearing up to the task of planning the

business of the bank thr:ugh a network of branches.

2. Schemes of Deposits and Loans

2.1 Schemes of Deposits and Loans of HKG Bank

The full range of usual deposits schemes offered by the commer-
cial banks has been provided by the HKG Bank at its various
branches. 1In addition,; the Bank has devised special schemes of
deposits for both the retired and the active army personnel from
the district. .. scheme has also been mooted for collecting small

deposits to promote savings habits™among the students.

The Bank has evolved four major schemes for giving loans.
These ares

Schome I ¢ Short Term Crop Loans for Small and
Marginal Farmers

Scheme II: Mcdium Term Loans for Small and Marginal
Farmers
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Scheme. IIT: Working Capital and Term Loans for Agicultural
Landless Labourers, Rural artisans and Self
Emplaoyed Workors in the village
Scheme IV : Working Capit.l and Fixed Capital Loans for

Handloom work~rs, Cottage Weavirns industries
and Carpet weavers

The Scheme IV is a novel'scheme offered by HKG Bank to
promote the develorment of the local weaving industry. The terms
and conditions of these schemes are as por the guidelines issued
by the Governm:nt to the Regional Rural Banks. Consumption loans
are also provided by HKG Bank upto specified limits for specified
purposes. The Bank has recontly designed an innovation “package
deal schemd'to meet all credit rcguirements of its clients for

one yeare.

It may be noted tha£ in all these schemes, one of the
conditions f the loan is that the borrower will exclusively deal
with the regional xursl lank for the purpose for which loan is

being given.

2.2 Sghemes of Deposits and Loans by the JNAG Bank

The JNAG Rank also offers full range of usual deposit schemes

offcred by its sponsor banke.

On the lending side, the bank has schemes for the following six

type of borrowersz@n standard termg\of reference? to whom it lends

1. Small and Marginal farmers
2. Rural /rtisans

3+ Sclf-Employed

4. Rotailers and Small Busincss
5. Consumption Loans

JNiG Bank also insists that the borrower should exclusively deal

with this bank for loans for a specific purpose under its schemes.



3. Brangh Expansion FProgrammg

The target set up b? the Govermment of India was that each
.rsgional rural bank will be expected to sct up 20 bfanches during
the first y~ar of its operations and an acditional 20 to 30
branches in the second y:ai of their -~peration to cover all the

f
unbanked parts of the districts under its jurisdiction.

3.1. Branch Expansion Programme of the HKG Bank
The progress of branch expansion programme of the HKG Bank is

shown in Exhibit l.l.

The criterion for s:lecting the location of the branches has been
filling up all unbanked lcoad centres in the Bhiwani district which
were identified in the sponsoring bank's Lead Bank Survey DReporte

With the opening up of 20 branches by December 31, 1976, all

these idchtified unbanked centres have becn banked.

It may be noticed that the‘HKG Bank could not complete the
target of opening of 20 branches during the first 12 months of its
operation. In order to open 20 kranches by the end of Calender Year
1976, tho Bank opened as many as 7 branches on the last day of the
year, viz, Dec.omber 31, 1976. It had applicd for license to the
Rescrve Bank of India for the last seven branchcs in Soptember
1976 but got the required licenses only in December 1976. 4And
it rushed with the opcning of thesz\remaining branches within the

~
shortest possible time.

The HKG Bank has not oponed apy new branches in 1977 since
it claims thot therc is no scope for opening any more branches in
the district coverced by it. It has pressed its claim for enlarging
its arca of jurisdiction by alloting to it thc near-by districts
of Rohtak and H’'ssar to-enable it to open additional branches. The



9

" The Bhiwani branch of the HKG Bank is located in the same

%&émisgs as the Head Office. It functions mostly as a deposit

1b§lisa£ion centre. It may be noted that the twenty branches
d;f'tge Bank are mostly locatecd nearer to some towns or mandis

whore there is potontial of deposit mobilisation as p-r the

lead bank zurvey which was conduct:d from the point of yicw of
possikle opening of rur;l bank branches by the gponscring commercial
banks. &5 such, the HKG Bank yot carnot rcach weaker sections of
the rural society in the interior of the villages of Bhiwani
district, particularly whero the infra-structure focilitics (like
mctallcd roads, availability of bucc: office space wiﬁh electricity)
arc weak. The branches of HKG Rank cxist at som- places where
branches of commercial banks arc relatively easily approachable

by the local public. At several places, they are likely to co-exist
with the branches of "Mini Bank#t If this is
.true, the location of branches would be running counteor to the
objcctivé of allowing regional rural banks to open branches in
relativelv unbanked areas where r~ other branch of a commercial

baﬁk or of cooperative bank-exists. It appcars that the R.-erve
Bank of India while issuing licenses to regional rural banks at
specified locations has been under pressurc to grant licéhses

at the locations applied by the concerncd banks without sufficient
sarutiniﬁy so as to 2nable the concerncd banks to fulfil their target
‘of opening branchess. The trade-off between opening b anches at
centres primarily for deposit mobilisation varsus opening

branches at centres where the bank will be ablc to reach interior
villaécs for'dispensing credit to the weaker scctions of the local
population who need institutional credit the most has not yet

’

becn satisfactorily resolvedas
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3.2. Branch Expansion Programme of the JNAG Bank

The details of the branch cxpension programme of the JNAB Bank

are given in Exhibit 1.2.

The JiLG Bank succreded in meeting the target of opening 20
branches within the first year of its opor tion. It had opened
21 branchos at the end of the first year of its working. The number
of branches which werc opencd in the last woeck of completion of
the first year of its oporation (24th Suptomber to lst Octobur
1976) was as many as 6. By June 8, 1976, it had 37 o werating

branchcs.

Jaipur district has 15 Ichsils and 17 Panchayat_Samities (or Blocks).
Nagaur district has 8 Tehsils and 11 Panchayvat Samiticse In

oponing the branchesy JNAG Bank has att:ompted to cover all the

Panchayat Samitics by opening at lceast one branch in thc area of

cach Samiit. It has not bocen abl? to pencfﬁate the further

interior villages of the two districts covered it. It has, of

course, to be appriciated that the infra-structurce f cilities like

good roads, lectricity, telephone are relatively poor in the

Qillagcs of Rajasthan znd it is difficult to reach even the

Tehsil hcadguarters at some placese.

.
- .3 omc of the branches of JNAG

Bank are locatod at places whorce a branch of a commercial bank
or a coopcerative bank or cro. it society is relatively close bye
Some branches are located in the city of a mandi town and
function moatly as deposit mobilisation ¢ :ntres to cnable the

bank to lend morc to the weaker scetions in the villages.
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Invariably commcrcial bank branch(ws) already are at work at such
’ . Degana
places. (The H:ad Office branch at Jaipur city and thebranch are
illuscrative cases), T'is situ-tion has boon pariitt d by RBI. 7

Th. RBI  nas not been able to lay down clear guldelines for giving

licenscs to regional wcural banks for opcning branches.

The JNAG Bank has plans to open 8 more branches, 6 in the Jaipur
" district and 2 in the Nagaur distrigt in the ncar future. Howcver,
with the uncertaintics creatéd by the statemrnt of the Govecrnor

of the Rescrve Bank of India r garding the need for rethinking

on the working of the rogiomal rural banks (and subscquent
appointmant of the D:ntwala Committoc for cxamining the issue)

the pacce of opening new branches is likely to slow down.

3.3. Comparative Picturc of Branch Exggpsion of Sclected Regional

Rural Banks

Table 1 presents a comparative picturc of operating branches on
Decembur 31, 1976 of th first 19 rugional rural banks which were
s.t up by_hpril 30, 1976. .s many as 15 out of these 19 banks
had openz:¢ 20 branches by Decembexr 31, 1976 one of them within
B months of its incention. Whercas HKG Ban& could not open 20
branches within its first year of operations, the other regional
rural bank, namcly, thc Gurgaon GraminABank had achieved this
target in about 9 months of 'its cxistence. The JNIG Bank with
30 branches stood first among the very first five regional rural
*nnks and sccond among all thc regional rural banks in the country
(the first b~ing the Nagarjuna Grameena Bank, (Khammam, Andhra

Pradesh).



4. Profile of a Typiecal Branch5

A typical branch of the HKG Bank and the JNAG Bank is manned by
a permanent staff of 3 persons, th» Branch Manager, the Field Officer
and the Accountant. The working hours of a typical branch are frowm
10 a.m. to 5 p.m. on weekdays and 10 asm to 2 p.m. on Saturdays.
The working hours have not bsen adjusted to any other time which

might be more suitable to the prospective and actual clients.

This section is based on personal observations during visit in June
1977 to the Bapora and Tosham branchcs of the HKG Bank and the Padookalan
pranc? gf the JNAG Bank. The word "Typical" is used in the context of
L -ecribifg the physical and human resourc-s of a branch of the concorned

~ank and may not fit the description of ° i - i
sboy Bl pt: a branch with average business



5. Stoff, Training and Personncl Relations F"Q

The low cost and rural orientation were two prominunt
features of the schome for setting up regional rural banks. These
were sought to be achieved primarily through twin policies of having
é lower s:lary structure at all levels of employment in the
rcgional rural banks and recruitment of local staff at all levels
(preferably belonging to the same village or the same district
or nearby district of thc same State) so 2s to stimulate greater
inQolVemént of staff in-the development of the local erea. Even
though the»sponsoring banks werc asked to provide the staff
initially‘and bear the cost of their salarics otc, the RRBs were

“t9 be self-sufficient in this matter over time.

S.1. The Staff, Training and Personnel Relations at the HKG Bank

The HKG Bank made substantial progress towards recruitment of
its own staff and r~turning the managers on deoutation to the
sponsdring bank. By December 31, 1976, bosides the Chairman—cume
Managing Diréctor, only one manager was working with the HKG Bank
.oh depgtation.from the sponsoring bank. All other staff had been
recruited by the HKG Bank. The strongth of staff of the Bank’is

shown in Exhibit 2.
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The Chairman of the regional rural bank has a pivotal role
to play in the working of the bank, particularly in the liaison
and planning functions. However, in viow of the lower salary
structure and looking te .the pléce of posting, tho Punjab National
Bank has boen nominating lower middle level staff to this important
post. Senior managers of the Punjab National Bank would érobably
not be lured by the offer of the post of the Chairman of the
sponsored ragional rural bank. The HKG Bank has had two
Chairmen so far. The prescnt Chairman was formerly working last
as a Devilopm nt Officer of the Punjab National Bank at Eohtak
(Haryana). Ho still continues to have his rosidence at Rohtak
- and commutos by bus to the Head Office of the HKG Bank at Bhiwani
— a distance of about 120 kms. The first Chairman of the HKG
Bank was promoted as R.gional Manager of the Punjab National Bank
at Jullundur. This can give some idea of tho status of the
Chairman of the HKG Bank vis-g—vis the hierarchy of senior and
top managers of the Punjab National Bank at Hoad Office as well as
at the Divisional Officc. The imwlications of this relationship
for the authority of the Chairman for planning the business of

his regional rural bank nced to be carefully examined.

On *he positive side of the rclationship between the Head Office
of the sponsoring bank and the sponiored bank, it may be said that
there has been close coordination between the Chairman of the HKC
Bank‘and the concerned scnior officials of the Punjab National
-Bank. Proximity of Bhiwani from Delhi, a distance which can
easily be travelled by a jeep in about 3% hours,ihas hilped in
the process of coordination of policies and providing any help

to HKG Bank whencver ncoded.
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/s for the coordination betwcen the Head Office and branches
of thc HKG Bank, thc prescnt Chairman sooms to be taking a great
~deal ﬂf<p;rqonal interest. /11 Ztaff directly recruited is local.
The work of the bank at all branches is donc in Hindi which is the
local language. Ho scoms to have handled political pressures for
employment of local young men at various branches of the Bank
fairly well. He has adopted a very personal approach and rapport
with the staff of the branches. He makes frequent visits to
the branches by office j.ep and cxhorts the staff to show better
performance of their branch both in absolute and comparative terms.
Sometimcs he hims.lf carries cash from the Head office to the branches
‘to gcct their requircmcats. i« number of branches of the Bank are
not too far from the Head Office and the aveilability of very good
Vroads is an assct in epabling tha Chairman to keep a personal touch

with the develomments at the branches.

The sclected staff of branch managers has been given ext:nsive
training. The first two batches ¢~ 8 managers were =zont to the 24
weeks training course 2t the Reserve Bank of India's College of
hgricultural Banking, Punc. The cost of the training programme
has been heavy. Bosides, several doubts have been raiscd by scme
of thé scnior managers of the Punjab National Bank rcgarding the -
relevance of scveral parts of the syllabus for improving the
functional efficicncy of thesc managers at their place of posting.
The HEG Bank is, therefore, not proposing to send the thifd batch
of 3 managers tc the training course at Pune. These managers will

be trained at the Punjab National Bank's Zonal Training College, (ZIC)



at @handigarh. The Ficld Officers and Clerical Staff of the HKG
Bank is being trainod at the sponsoring bank's ZIC at Chandigarhe
Buring t! : period of training of :the branch manager. directly .
rceruited by the HKG Rank, ficld officers have beeon temporarily
working 2t highor posts such as Field Officers-cum-Branch Managers
and accountants as Accounts-cum=Ficld Officers. It is cxpectced

that before tho end of 1977, all the trained staff will be

equipped to man the various branches of the Bank.

The Branch Managors recruited by theHKG Bank are all graduates
in agriculture (B.3c. .griculture). They have alriady worked for
varying poriods cither in the .griculture Department of the
Haryar S*ate Government or in the;Ccoperative socicties in the

Stateo - i * A

) 2
]
kL

Ar attitudes are still liké'thuvc of graduates in the citieé.
{:2v expect the HKG Bank to raise their salarices by providing for
dearncss allowancé'for v/hich there is no ~rovision 2t prescnt.

The Fiecld Officers would like to bz promoted as full fledged

branch managors very soon. In vi.ow of the recent moves by

the Haryana Government for raising salarics of its employees on

the election cve, the staff\mémbers of the HKG Bank /giiso expacting
their salaries to be raiscd to kcep at par with the emoluments
received by the State Government employces in similar grades.

- The staff members directly trecruited are there in the HKG Bank
mainly because they have no better job available. Bcing graduatess
and rcasonably intclligent people, they appcar to be capable

Af verforming the tasks oxpected df them. With the p.rsonal

inspiration provided by the Chairman to the presont staff, the
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staff members appear tc be perfomming their duties well. All
said and done, it must be noted to the credit of the HKG Brnk
that it * s succeeded in'creaiin~ a cacre of staff members
which can mcet the tasks .xpoctod of them within the framework\

of the preosant structurc of the regional rural banks.

5.2, 3taff, Training and Personnel Relations at the JNAG Bank
The JNAG Bank has b.en hcavily depending on the spansor bank

for t"o staff. WNo direct recruitment was made by the JNAG Bank
during the first 11 months of its opcrations. The Bank recruited
56 members of the staff in 1976 out of which cight members belong
to the scheduled castes and schedulcd tribes. The work of the
Bank at all the branches _is carriad on in Hindi which is the -

local languagec.

The Bank has boen feeling thoe shortage of staff at its
various branches. Dospite the prebl.oms associated with the
working of the staff on donutatien, the Bank has continued to
depend on the sponsor ban in providing staff. At the end of
1976, out of a2 total strongth of 90 staff members, nearly 40
pcrcent of the staff Qaq st1ll on doputation from the sponsor banke:
The details of bank's own staff- versus staff 4n deputation from |

the sp.nsor bank is yiven in Exhibit 2.2.

The relative position of the Chairman of the JNAG Bank in
the hierarchy of thc managomant of the sponsor bank is weak
"since he is accountable both to the Divisional Manager of the

sponsoring Lank at Jaipur whe  the Head Cfficce of the JNAG Bank
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_is located as well as to the top and senior managers of the sponers
ing bank at the Hcad Officein Calcutta. For all practical purposecs
Chzirman of the JN/G Bank has to depend on the cooperation and guidance
of the Divisional Manager of thc sponsoring bank for the working
of the JNAG Bank. 4nd cooperatioen, so far, has been extended by
. the Divisional Manmager of thc spensiring bank at Jaipur in- plenty
as would be evident for example from the strength of the staff
provided by him from his division for running the branches of the

JNAG Bank.

Therc have boen difficultics in the ccordination of activitics

7

between the Hecad Office and the various branches of the JNAG Bank

. in view of the physical distances separating Jaipur and Nagaur )

- districts interspersed by other districts of the State and distance

; between various branches cven within a districts The infra-structure
;rfacilities like pucca road and electricity are not well developed -
_in the Nagaur district especially. In vicw of this, oven the
post rcachos guite late. The Chairman of the JNAG Bank has been

devoting l.rge portion of his working time for attending to the

- corrzspondence etc., and for coordinating the work among the branches.

The JN:G Bank sponsorcd cight managars directl& ricruited by it
to the 24 weeks coursc of training for the managers of the regional
-rural bankg\organiscd by the Reserve Bank of India's College of
shgricultural Banking at Punes A new batch of threc managers has

~%eéh sent in February 1977 to attend the next programme of this

'Qoliege-at Pune.
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The sponsor bank has organiscd incuction course for training
- all the staff rocruitced by the JIG 3Bank at the former's Staff

Training Contre at Jaipur.

Tho managers rocruited by the JNAG Bank  hold é.jc.
degree in /griculturc. Despitc ths knowledge taat the regional
rural banks havc bean sct up to koep the cost of operating these
banks at a low lcvel, the branch managers would like the Bank teo
provide more furniture or furnitur: of better quality at the
‘branches. %ome of them would like thce Bank to provide a house
for thom in the village where their branch office is located and
alsno a motor cyclae owned by the bank for official use or at least
liboral loans for purcba?ing motor cyecles by theme It is claimed
l that thesz two facili&i;s {the housc and the motor cycle).would

. greatly enhancc the efficicney of the functioning of their branch.

The staff recruitsd and trained by tse JH/G Bank with the help
of the sponsoring bank appears tc be doing a reasonable job at the
flaces of work. It wrould not bho unfair to remark that through
concortod cfforts, the JN.G Bank has becen able to make progress in
recrui.ing a cadr- of specialiscd staff for performing the functions

of regional rural banks.

IT

Working Results

6. Growth of Deposits

§.1. Growth of Depocsits of the HKG Bank
Table 2.1 prosents the data relating to the growth of deprsits

‘0of the HKG. Bank at fouw points of timu, the latest one beimg May 27, 1976
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when deposits rcached the lovel of ise 28.93 lakhs.

It may be scen from Table 2.1 that deposits incrcased by 2
little over [5.23 lakhs in 197 6 This was largcly due to the
pcxrsonal level campaign launched by tho Chzirman «f the Bank
who was ably assisted Ly the staff of the branches. The present
Chairman has bcen trying at his personal/génggt to know the
potuntial depositors in the area of branches nearer to Bhiwani
in a better manner by purticipa?ing in the ceremonial functions
(such as marriages of sons and daughturs of these potential
der -itors and cven giving small personal gifts at ovn cost)
to win their confidences A close watch has baen kept on the
developments in the village w%ich are likely to affect the

‘depogit and loaning acﬁgvities ~f the Banke. an example, of

this would be gathering commercial banking intelligence of

the prosphects »f sale and purchase of land in the villagos. .

“A pereonalisced approach has snabled the Bank to record the
growth of deposits in 1976. The ratce of increase of deposits
however crrsidcerably slowed down ia the first 5 mont™~3 of 1977,
the incrcase-in this poriod being about fee 4.5 lakhse. The
rcascns for this slow-down noed to be ther ughly investigated

‘to whathoer it is duc to scvasusnal factors oxr some exogchous factors

or due to other more important structural causes. The number of

accounts has however been steadily moving upwards to reach the

f;figure of 10,222 accounts. Most of those accounts are savings

f‘actounts. A fow accounts of schouls and nanchayats have been gotten

Y

> hut the HKG Bank has not succceding in g.tting doposit accounts

Q

from the State Govornment 'nd bodiis sunported by ite The

szgboprrotives are strongor in this rospect in this arec.
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An interviow with a villaéer of the Bapora village at the
"Bapora branch of the HKG Bank who_had come tq the branch to
opcrate his savings bank account rcvealed that the depositor
\appreciated the banking services provided by the HKG Bank in his

village.

It would be worthwhile cxamining the branch-wise pattern of
deposits to sce whether a few branches accounted for a major

/

share of the total deposits of the HKG Bank.

-
R

The HXG Bank cven after 20 months of its operation hds not
been ablc to reach amywherc near the target of deposits of
fse 1 crore sct by the Governmont for the first year of the
operations of the regicnal rural bankss The HKG Bank Chairman
égplained that it is most unrcalistic to expect the Bank to
raise Bs.l crore of dop-sits from the area uhder the juxrisdiction
of the Bank. Bhiwani district is a small district with an area
of ébout 5 lakhs hectares and a popu;ation of 7.6 lakhs. It is
one of the most drought prone backward districts in the state

N The.area is full of sandy loans at several places. Despite

.k 1ift irrigation scheme, the scope for incrcasing agricultural
;incomes as well as non-agricultural incomss in the arca is very
3imitod. Most of the account holders of the Bank (99%) are poople
of small mrans. In addition, the district is already rcached a
}aﬁuration point for deposit mobilisation as c¢very important
f?htre of economic activity in the district is fully bankeds There

are, in fact, more than 55 banking ccntres of institutional credit
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agencies operating in the district (1ike the commercial banks,
district central ¢ operative banks, the State Land Development
Bank and the HKG Bank. The HKG Bank is, thercfore, pursuing

its casc for extgnding its arca of oporations to'the adjoining

Rohtak and Hissar districts.

6.2 Growth of Deposits of the JNA4G Bank

Tﬁe growth rccorded in the deposits of the JNAG Bank is
reprosonted in Table 2.2.

It can be observed from Table 2.2 that the JNAG Bank has not
besn ablc to meet the target s t by the Governmenmt of India for raising
Me 1 crore of deposits in the first ycar of its operations despite

havihg 30 branches at the end of 1976,

" Table 2.2. shows tﬂé% the depo-its of the JNAG Bank increased
by about Bse 50 lakhs in the year 1975. The rate of growth of deposits
in the first four months was extremely low, the increase in deposits
being only a little over s. 1 lakhs for this period. The reasons
-for this phonomenon are not'fully nown., It would be important to
analyse the reasons for this dismal performance on the front of
deposits. -The number of dupOﬂfi accounts has shown fairly good

rate of growth over time. Most of these accounts corsist of fixed

deposits and saving bank accounts. Zven though fixed deposits

accountod for only 2.6 per cent of the total number of accounts

on April-29, 1977, thes: accounts claimed as much as 58 per cent

sharc in the total value of deposits. /1 few accounts of local

schools and panchayats have been secured but not much success

has been achieved on getting funds of the State Government

and agencies supported by it. Th~ State Government favours

«Cooperative banks in this area for its deposiis.

e



goncentration of deposits in a few branches of tue ..
bdgluding the depozits at the Jaipﬁr City Branch of this Bank,
ﬁartial data of the perxformance of branchos made available to mé
reveals thot deposits at five branches of the bank, nakely ™
Lawan, Jahota, Itawa Bhopji and Manpur Macheri
villag-s in theAJaipur district and fhe Padoo Kalan branch in
" the Nagaﬁr-district accounted for 32% of the number of accounts
and 21% of the total deposits of the bank as a whole. Such an analysis
would help as an input in devising an appropriate strategy for
devosit mobiiisation in the areas und;r the jUQisdiction of the

- Bank.

One aspect of the stratagy for deposit mobilisation at the
:bfanch level, vspecially for the branches which are located in the
- ¢ity or mandj towns, relatos to the provision of complementary
" ‘banking activitiecs for the depnsit&rs. sn interview with a
"ddpositor ~t one »f the branches of the JNIG Bank revcaled that
the exclusion of the rich fermers and other rich in the village
society from the loaning activities domotivated them from depositing
their savings with the rural bank. ./ind, furth =, evon if the richer
farmers, traders and others did not contemplatc taking any loan
u-for themsclves, some of them would want the rural bank to
:'undbrtake several other banking functions such as issuing demand
drafts at other centres of trade in the country wifh whoimn they
%“ﬁave business dealings. At present somc regional rural banks

?}arrange for such functions demanded bv their clients usually

free of charge through the nearest branch of their sponsor banks.
The position of the Reserve Bank of India on this issue neads t~ be

;ésified in the interests of evolving a uniform poliby in this
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6¢3. Comparative Growth of Deposits Sclected Regional Rural Banks

A comparative picturc of growth of deposits of s:=lected regionid

presented in
rural banss on Deccmber 31, 1976 in/Tablc 3

It may be obscrved from Table 3 that the HKG Bank has the lowest
amount of total dcoosits as well as average deposit per branch
among the banks listcd in this Table. In fact the average amount
of deposits por branch of the HKG Bank on Decomber 31, 1976 fell
short ~f the All India average of par branch deprsits for 49) branches
of first 37 rcginnal rural banks in tho countrye The JNAG Bank
stood third among the first five rcogional rural banks in terms
of total amount of dob6sits. Its deposits werc a little above
the average deposits per branch for the country. The performance
of both tﬁe HKG Qank ancd the JN/G Ba-k for deposits was much below
the performance of the Gorakhpur Kshetriya Gramin Bank (which
was among the first five rogional rural banks) and tha Nagarjuna
Gramecna Bank (which was started on April 30, 1976. Both of the
latter two banks listoed hore are sponsored by the State Bank of
India. It would b= worthwhile examining in details the factors
responsible for the success of thos . latter two banks and compare
.and contrast thom with the factors responsible for the relative
success or failure of othier rogional rural banks and to learn from

_hguch analysis while rcformulating policiss for the RRBS in the

. future.

Another aspect of the performance of the regional rural banks

> daposit mobilisation at the branch lovoel which needs to be
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>researched relates to the impact of %-per cent per annum higher
rate of interest offercd by the primary agricultural credit
sucictics comparvd to the ratc offercd by the wegional rural banks.
How much disadvantage on this‘accoqnt has boen causcd to raising deposits by.

HKG Bank ang JNAG Bank is not known.

7. Growth of idvances

7.1. Growth of .dvances bv the HKG Bank
The growth of advances by the HKG Bank is shown in Table 4.

The advances r:ached %se. 48.72 lakhs on May 27, 1977.

Table 5 presents the details of advances by the HKG Tank
according to purpose of loans. It 2lso preseats the dotails of
outstanding advances classified surposc-wise at the end of 1976.
The major purposes for which lgans were advanced by the HKG Bank
in 1976 were: (i) Purchase of bullccks and camels (33.91 per cent)
ii) Purchase of camel carts (23.38 per cent); iii) rocuring work-
ing capita; and fixed capital for rural artisans and sclf-
employed (12.10 per cent); iv) Purchase of buffaloes (9.70 per

: eert ); and v) Purchasc of sheep (7.74 per cent), These five
items accounted for necxzly 92 per cent of the loans advanceg
5_in 1976, The Bank found these purposcs to be the major purchases
;;for wﬂich the woaker scetions of the local population uncer the
:»local conditions nceded credit the most and which they were not
rgetting to the extent of mouting their recuirements from the
;égisting institutional agzncies. These loans have, therefore,

?ﬁde,a small but perceptible impact to the development of the

Istrict economy in the activitics suprorted by it. The Camel

Barts made available to the local population by loans from the
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bank have in particular helped the local cconomy by not only bridging
the transportation gap for goods to be moved from the villagus to

the mandis for sclf use but alss ~rovided employment for the owners

in th ir spor. tim. (ﬁhich they have in plenty) to cnable them affer
the scrvic s of transportation of goods and scrvices to others as

welin Onc of ths brochurces of the HKG Bank issued on the occasion

of the first annivers ry of the Bank provides illustrative case studies
of some of the clients of the Bank like the small shoe maker,

small enLroproneur who ontorced the bhusiness of extracting oil

with the h 1p »f an 0il oxtracting machine and shepherd turned business =
man in shcep rearing business, small farmer turn.d transportcr with

the hzlp of the purchase 0f Camel Cart and small farmer who could
afford to purchasc a pair of bullocks and som: ofhers who have
expraosscd the contribytion made by the loan from the HKG Bank to

their porsonal happiness and of their famiiy mgibers in getting
engagad in gainful ecunomic activity which they could not have

otherwise had the opportunity to indulge in.

Table 0.1 provides thc cross~classification of purposc-wise advances
by the typo-of-borrower in torms of landless borrowers and borrowers
with small and marginal farm lands. Tho comparison is made at
two points of time, viz, Octobor 1, 1976 (at thc cend of the first

year of the op.rations of the Bank) and May 27, 1977 (the latest

date for which data was availeble when this study was undertakon).

It may be obsexrved from Table 6.1 that as of May 27, 1977
the small and marginal farmers c¢ot 38.65 per cent sharo while

landless agricultural laboursrs recriv.d 43.84 per cent share and rural
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‘vartisads and sclf-umployed persons had 12.51 per cent of the share
‘4of the total advances. These sharcs ‘as of October 2, 1976 (at

. the end of first ycar of operations) were 43.51 p.r cint, 44.51

- per cent and 11.10 par cont respectively. Consumption leoans account-

c¢d for lass than 1 per cent of the total lcans advanced so far.

The HKG Bank's total lcnding has fallen fgr short of the
expoctation of the Government that cach regional rural bank would
be able to lond at least M« 5 crores a yoare This expectation
was based ~n a number of other assumotions which have not been
fulfilled in the casc of thé HKG Bank. The scope for londing has
beon greatly limited by ;evcral facters. Som> of thom are listed

below.

Contrary to the /feﬁ;ig§bressed by the Narasimham Working
Group in its Report on sctting up the Regional Rural Banks, the
experience 6f the HKG Bank shows that there was no grcat flush of
requests for loans from this bank from thc weaker sections of the
rural socicty in tho arca under this ﬁank% jurisdiction. Besides
the 20 branches of tho 1KG Bank, this ar:a is s:irved by 25
- branches of commercial banks, 13 branches »f the District Cooperative
Bank and 2 branchcs of the Land Development Bank. The HKG Bank
staff has had to make s pcecial effnrts to find eligible borrowers
~ who would hopefully have the capacity to repay the loans at the rate
cf interest of 14 por cont por annum. The scope for direect 1.onding
to the weukor scctiors of the village society in this backward
and drough pronc district who could earn & rat: of return on

investment on nearly wholly borrowed funds for production ventures



éhéh above the rate of intorcst charged by the HKG Bank has been

gound to be limited. :

The pr blem is made worse by tlie fact that at som: rural locations
QWhere crmmercial banks (including the sponsor bank of the HKG Bank)
‘have“their branchez, HKG Bank has had to .compete irith these banks
“for advancing lozns to th. weakor secctions =~ che society at torms
greatly differ-nt which favour the lending by the commercial banks.
iIho commercial banks lend tc the same targoet ségment »f the population
ras that of the regional rur:l banks uncer the formewr's Differcntial
éIntercst Rete (D.I.R) Schume at a low inteorast rate of 4 per cent
Sper annum. The commercial banks make up for the loss on lending
%iuhder the D.I.De Schcméqby charging highoer interest rates on other
é,avenues‘of profitable lendinge Rural Banks like the HKG Bank do not

; have such optionse. Desnite this anamolous situation, the HKG Bank
gzthrough its efforts_has been able to idontify oligible borrowers
?iand lené them money upt the extent describoed in Table 6.1. The

z-commercial banks have thcir own limitations for advancing loans under

v

| the DeI.R. schomes. The weaker sections of the rural socicty
(ospecially the landless poople) in the Bhiwani district are still
either not fully aare of the institutional sonurces of credit
0T stilf pref>r to borrow from the traditional sources of cradit

because of other considerations than the monctary rate of interest.

4

\
It may be obsorved from Tables B and 6.1 that crop loans have
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of the farmers in the villages are members of the cooperative socletiess
The Cooperatives have a strong lobby in the Haryana State. Despite

the féct that th: Haryana State Govermment is an cquity holder to the
oxt nt of 15 per cent of the subscribed capital of the HKG Bank, the
State Government continues to favour the cooperatives (which is a

State subjoct) compared to thé r.gional rural banks in the State

(which ;s schaduled banks come under the ragulatory authority of the
Central Government). This probably exnlains the fact that the State
Government hés pot ceded any cooperative socicties so far in favour

of the HKG Bank.

~ .

Yet anothcr target laid for the regional rural banks was that
»they will be abl:sto form 20 Farmer Service Socicties (FSSs) on
coopuerative basis in théir arcas with the help of the State Government.
The latter were also expected to attach . xisting FSSs with the regional
rural banks in their areas of operation. In tho case of the HKG Bank,
the experience in this respect has been poor. The Bhiwani Farmers
Service Socicty has been in existence for some time. No new FSSs have
been crea:.de Efforts for persuacing the State Government for help
in this respect have b en made by the HKG Bank several times. But
this has nnt yielded any result. The State Govermment has also not
* done much to promote now FSSs in tho district. There have been
problems in taking over ths Bhiwani FSS which is4the only FSS in the
distribt. This has boen so despitc the fact that the Bhiwani FSS has
- been dealing with the Punjab National Bank which is thc sponsor bank
of the HKG Bank. Part of the problcm has been insistence of this FSS -

to take over all its liabilitics.
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The decision to take over the sssets as well as Liabilitioes
-of the Bhiwani FSS cven when it was taken - could not be immediately
implement wd bocause of the delay in obtaining rofinunce from the
cherve Bank »f India.. In the current year, the HKG Bank has
availed of the Rofinance limit of ¥se 10 lakhs sanctinned by the
‘Reserve Bank of India. The HKGB has also this year availad of the
rofinance facility from the sponsoring bank.7 The HKG Bank is
currently cngaged in the cexcrcisce of formulating its credit plan
for the romaining part of the year and asscssing needs for scgking

rcfinancing facilitiese

The HKG Bank oporé%ing likce a scheduled bark faces scveral
procedural problems in giving loans many of which the cooporative
socicties do not face. Thus, for esample, stamp duty needs to be
paid on the application for loan from the HKG Bank (but not for
loan from the coop-rative socicty). The_HKG Bank requires several
‘no dues' certificates. Such procedurcs besides being costly for
the borrower ontail considerable amount of time as » result of which
-~ the borrower may nnt bc able to get the loan at tHe critical time of
his requirement. In a socicty whore the prospective borrower being
illiteratc, still usc their thump imprussi;ns on the application
form and related papers to be filled, the staff of the HKG Bank play
a very helpfu; role by filling thesc forms themsclves on behalf of

such borrowers. The HKG Bank staff has been providing such services.

—

;7Thc Refinance facility has been made available by the Reserve Bank as

well as the sponsor bank at 9% per cent per annum rate of intercste
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However, the dealings between the poor and illiterate borrowers
and a regional rural bank may not always be direct '
.- " the cmployces of a regirnal rural bank.
.:The complicated proceural aspacts of advances by the regional rural
~banks would lcave a lot of room for intermediaries to emerge who
. could make it a profession to exploit such borrowers in the name of
: helping th;m in getting loans from the regional rural banks with
i certainty and mihimum time. This aspect of possible exploitation by
" the intermediaries nceds to be thoroughly investigatede Needless |
to say that therc is a need for further simplification of the
procedurcs of lending to moke the terms of londing as flexible as
jpossiblc to suit tho sp;;ial needs of the target scgment of the

borrowers and the easc with.which they can repay tho amount in

small instalments at convcnient timés.

Yot another aspect of the loaning actiyitics whore the cooperatives
scorc over the regional rural banks relites to the “out of court"
- recovery procedure which the cooprratives are entitled to. A
; regional rural bank like the HKG Bank has to resort to lengthy
Qlﬁourt procedurcs for rccovering overdues which have been standing

g}for an alarming amount of time. The risk involved in lending to the

fuweaker sections of the rural society coupled with the costly and time
$Ohsuming recovery procedures for recovering “small" loans restricts
7fﬁé capacity of the HKG Bank to 1:nd more in its areca. The

%Ehéirman of the HKG Bank fervently pleaded the casc for parity

;?ween the cooperatives and the regional rural banks in the matter
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So far the HKG Bank has been mo-tly directly financing the
small and marginal farmers, landless agricultural workers, rural
artisans and seclf omploycd and other weaker scections of the
society. 4 beginning has bicn made in indirect financing in 1977
through the Bhiwaﬁi Farmers Servicce Cooperative Societys As
Table 6.1 shows, indirect financing constitutcd about 8.74 pcr cent
of total advances by the bank as of May 27, 1977. The HKG Bank
has rcalised that the scope for further direct lending is extromely
limited. It is therefore of utmost importance that cooperative
socicties arc ccded and its arca of operatiors oxtended to the adjoin-
ing diétrictg of Rohtak and Hissar for tho activitics of thé HKG
Bank to grow. Till now no cooperative socicty has been caded to
the HKG Bank. The Bank has been pleading with the State Government
to trancfor some socicties +6 it. But as the Annual Report of the
Board of Directors of the HKG Bank for the ycar 1976 put it,.

"efforts made by us in this regard proved futile".

Unde:r the circumstances desciibed above, the sg.cial efforts
made by the staff of “he HKG Bank to directly locate the target
segment of borrowers in non-cropping uscs appear commendablees
It would not be an exaggeration tc say that but for the HKG
Bank, a large number of the borrowers who have gotten loans
from this Bank might not have been able to undertake preductive

activities which they arc currently engaged ine.

Last, but not the leasty the low amount of owned fund includimg

mobilised depnsits by the HKG Bank from within its area has acted
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as a constraint on its capacity to make advances. Coupled with
Athe other factors cnumcratced above, the Bénk has nnt been able
to lend in the proportion of Pse 100 to fise 15 mobilisec by itsclf
(the remaining‘funds being contributed by the Rescrve Bank of
India to the proportion of lse 5O and the sponsor bank to the proportion

of Bse 35).

7.2 Growth of Advances by the JNAG Bank

The growth of advances b? the JNAG Bank is shown in Table 6+2. This
'table gives both the total of advances and their classification by

type of borrowers.

The pattern of cutstanding advances by the JNAG Bank as shown in
Table 6;2 reveals that as of April 29, 1977, majority of advances were
ih the accounts nf the small and marginal farﬁers (nearly 60 per cent)s
fhe next highest category of borrowcers was "small traders and self-
employed" (17 p~t cent); the share of rural artisans was 12 per cent and

the share of lancdless aguicultural lobourers was 11 per cente The

giputstanging consumption loans were negligible on this date.

~

gl There is perhaps a great deal of concentration in the matter of

-advances among selocted branches of the JNAG Bank. The fragmentazy

< data available v/ith me shows thit as of April 29, 1977, five out of

or W05 per cent of total disbursements of cfedit. Nat all of these



&ia disburse more credit in the ncwer branches to win the confidence
of’the local community in the uscfulness of the bank to the
jdevelopmenu of the local area. This may have a lot ©t2 do with the
iielative dégree of pot-“tial absorption capacity for“éredit.* The
éﬁegree of concentra£ion of advances to certain areas needs to be.
?propérly measured. The reasons for such concentration need to be
;moperly analysed to help in judging the “viability" of the total

,bu51ness(both deposits and advancc_)of the various branches.

g, The JNAG Bank has- not bcen ablo to meet the expected disbursement
;bf credit to the t une of Bse 5 crores which was sot by the Government

Efar the yearly operation of a regional rural bank under certain assump-
¥1ons. This has b en due to several factors. Many of the difficulties

,gnumerated in section 7.1 ahnve for the HKG Bank are equally applicable

%o the case of the performance of the JNAG Bank in the matter of advances.

?&ﬁe JNAG Bank has bezn forced to lend only directly to thc target segment

ow'the borrovers. nesnite reopceated requests by the Bank to the State
ﬁbvernment authorities, and the Govornment agreeing in principle to
giansfer 8 cooperative socicties to this Bank after rocorganisation,
virtually no COOpLIthVC society had bcen transferred to this Bank until
be 1977. Gven the weaker cooperative socicties would themsslves be

ypposed to their being ceded to the regional rural bénk. Thse State

ﬁbyernment has also not acted on the repeated requests of the JNAG

é@nk to form and attach FSSs to this bank. Till May 1977, not even
51ngle FSS coxisted in the districts served by the JNAG Bank. One

Earhead Team sponsored by the National Institutc of Bank Management

§as b en worLlna near the Lanpur Macheri village in the Jaipur district
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it

;ér:promoting the formation of an FSS. But this has also not

Vs.;

:f;lded any result. The scope for direct lending by the JNAG Bxnk

=

%gialso limitede The conclusion i inescapable th.t it would be

gécessary to take immediate steps to ensurc linkage of the JNAG Bank
gith viable cooperative socictics and Farmer Service Societies of the
;baker sections of the socicty if the activities of this Bank are to

grow at a faster rate in the future.

We may conclude this sub-section by saying that in its limited way,
%he JNAG BANK has consciously made efforts to identify *eligible" borrowers wi:
s within .
&kential-ggpaymgnt capacity frem / the weakor sections of the

gural socicty and to make credit av-~ilablc to them for uscful purposes.

7.3 Growth of Advances by Sclected Regional Rural Banks
¥ The comparative performance of the growth of advances of sclected

iegional rural banks as on December 31, 1976 is prescnted in Table 7

Among the selected 6 reginnal rural banks, the performance of the
gKG Bank is the lowest in tcrms of the total amount of advances
és well as average amount of advances per branch and falls much below
'the All-India average amount per branch for 491 operating branches
?f 37 regional rural banks in India for which data is available. The
;verage amount advanced per account by the HKG Bank was above the
éorregponding All India figurce. This perhaps reflects the limitation
%@f the HKG Bank in terms of the scope for coverage of eligiblé borro

lin its area of operation. as for the JNaG Bank, even though its

performance is sbove the All-India figure in terms of the average

mount of advances per branch and the average amount per account

iis Bank was fourth in rank among the sclected six banks in te

f amount of depesits.

s WML R A R N D G aen



Table 8 provides comparative picture of allocation of total
\

3

Eﬁdvances by six selocted regional rural banks between two broad

;cétegories of borrowers, namely, "Small and Marginal Farmers and

;Landless hgricultural Labourers" and “Rural Artisans and Others".

E;".l'!'ie average Indian rural bank allocated about 67 per cent of advances

%;q the first category of the borrowcrs and the balance to the second
égmtegory. The JN.G Bank appcars to\be a representative bank in
iihis respect. The implications of the varying pattern of the
Eéi;gcation by RRBs to those two type of borrowers nced to be

;gqalysed carefully to evolve guidelines on this allocation moeting the

=~ .
5

“national priorities and suited te local conditionse.

;;; Credit Supervision and Recovery of Demand for loans

L Both the HKG Bank and thelJNAG Bank arc facing numerous problems
in'credit administration. These are general problems relating to
'piedit administration by any formal credit agency but bccome more
important in the context of a credit agency like ROBs which grant
_credit only to weaker scctions of the socicty« One problem rclates
to ascertaining that trore is no lien on the property or land pledged
to the regional rural bank by another credit agency. This brimgs
;gyt the need for coordination amorg all the institutional credit
agencies in the specified area to aveid multiple /lendingf the same
assets by tﬁo borrower for the same purpose or for‘diffenxt purposes.
fhe possible sélution couﬁd be t» issue a passbook on loans in which
%@gh credit agency must record all the description of leans granted

ghd assets pledaed by the berrowere /Gnnther problem relates to the



s-bound programme of supervision of the use o>f credit aftor

1s grantod through visits by the Bank staff to the premises

-
T X . s
#4f the bor.ower. This will help in monitoring the piogress o»f
A

%he busincss for which the loan was given and should ensure better

cord of rccovericse. The difficulties of checking whother the

nimals purchased with the bank loans are still there with the borrower
ggnd that he did not sell them off lat .r on is a casc in point. The
%spot inspections »f proper use of loans at differcnt points of

j%ime till loan is fully recovered is made very difficult in arcas
%ﬁhich are relatively inaccessible duc to poor infra-structure
%facilities.

¢ Yet another and very basic problem at the stage of consideration
}éf the application of the prospecetive borrower rolateslto the verifica-
iéion of the genuinencss of the horrower as a purson of "small

é}eans" such as the small and marginal farmer. The so-called ’
f?small“ or "marginal" farmer may have substantial amount of income
?fran non=farming snurces. Similarlv, "small® artisan or scl f=employed
?berson of apparcntly small means may not in reality be poor and should
not, therefore, deprive anothar genuine borrower who really necds

ifunds from getting the credit from the rural bank. There may be

:a tendency among certain borrowers to present thems:lves as persons
;Qf'“small m ans" either on falsc grounds or'through the ingenious device
9f borrowing in the name of a family member or a close relative who
éatisfies the lcegal criterion »f ownership of land below certain size
:;n the official rccords with the motivation of obtaining credit at

gheapter torms. Under the Indian conditions, following enactment
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of land reforms several farmers sub-divided their land holdings which would
jystify thé new legal own-r of the sub-divided land as a "“small® or “marginal"
) farﬁera Cuch a new farmer may well be the closest relative of a rich farmer
and may not really need the lean but.-may pref~r to borrow from the credit
agencies since the opportu.ity cost of borrowing from other sources.including
self-financing is higher. Pecrsonal funds might be leaned at higher rate of
vintErost. It is 21lso important to check whether som~ pocrsons are engaged

'in the task of borrowing cheap from the r.:gional rural bhnk under some of

its various schemes and recycling funds to uses other than for which loan
:was granted or to lend immcdiately or after some time (say after selling

:of the assets) such funds to other people at higher rétes of interest.

No grigorous verification exercise is presently carried out by the HKG

Bank ancd the JNAG Bank. The sume is likely to be true_of othexr banks.

Both HKG Bank and the JNAG Bank have reported satiafactory position
for recovery of drmand for loans so far. The figure quoted by the HKG Bank
in this respect from its loan account holders is an average of 80 per ce¢nt
during the first year of its operation.

8 Finingial Pe-formance and Operational Costs
P ——..

8.1 Portfolio Manag:ment o’ Funds by the HKG Bank znd the JNAG Bank

Table 9 presents the comparative picture of portfolio management of
funds by the HKG Bark and the JWAG Bank as of December 31, 1976.

On the side of the sources of funds, both banks have equal amount
of paid up canital as per t;e Reginnal Hural Banks Act 1976. Besides
%arger deposi‘l{s9 the JNAG Bank“augment-d its resources by borrowing a little-
:Yer Ise 20 lakhs from -the other banks in 1976, Thus JNAG Bank operated with

narly double the amount of total funds than the HKG Bank.8

as for the uses of funds, cash holdings alone constituted 5.18

= - N el Dol 2

jgr cent of the total funds employed and 6.98 per cent. of



and bills discountcd and purchased for the HKG Bang whercas the
corresponcing proeportions were 7.€ per c:nt of total and 14.47

per c§nt for the JNAG Dank. The JNAG Bank could have managed with
less of idlc cash. The lattar bank kopt a siz .able portion (38.1 .
per cent) of its funds employed in the form of cash, balances with
other banks and meney at call and short notice. In torms of i
investments, HKG Bank invested a larger amount »f funds in Government
securities and sharcs of the /lgricultural Refinance Development
Corporation (a total of Bs. 1.50 lakhs) comparad to the iNIG Bank
which had bought only Rupces ten thousand worth of shares of the
nsRleDeC. The book vzlue of furniture and motor vehicles such as
jeeps and bicycles amounted to Pse 1.51 lakhs for the HKG Bank and to
ise 5406 lakhs for the JNAG Bank. The average cost of furniture and
vehicles per operating branch amounted to Rse 7,550 for the HKG Bank
and Rse 17,677 for tie JINAG Bank.8 It appears that even in relative
terms (rclative to the volume of business transacted), the JN/AG Bank
had till th. cond of 1976 incurrad higher\cost for furniture and vehicles

than the HKG Bank.

8.2. Profit and Loss iccount of the HKG Bank and the JNAG Bank

The details of major items of expenditure and income and consequent
profit or loss of the oporations of the HKG Bank ang¢ the JNAG Bank as

per thoir accounts are given in Tzbles 10.1 and 10.2.

8While making this comparison, it must be borne in mind that the JIN/AG
Babk covers two districts in Rajasthan which arc separated from each
other physically by substantial distance wherezs the HKG Bank covers
only one district. The comparisen must also be made in relation to the
valuc of business transacted. ‘
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The profit figure of Pse 43,200 prescnted in the Accounts of tﬁe
HKG Bank in table 10.1 is misleading since the "-alaries etc."
(salarics, provident fund and other benefits) paid to the deputed
staff members nf the HKXG Bank arc not included in the expenses of the
HKG Bank sincc thesc costs are horne by the spopsor bank. The "salary
etc." of the Chairman-cum~Managing Diroctor of the HKG'is paid by the
sponsor bank. It is geen from the data made available to me that
at the ond June 1976 4 managers were on deputation with the HKG Bank
from the sponsoring bank while at the end of the year 1976, there
was only one such manager on deputation. snssuming that only 4 managers
were on deoutation with the HKG Bank in the first half of the year
1976 (actuaily therc could be more in the earlier months of 1976),
and only onc manager was on deputcation for the second half of the
1976 (here again, the number ofimanagers on deputation with the
HKG Bank could well bo more in this part of 1976), we have cstimated
thq_cost of "salaries etc." borne by the sponsor bank for the staff
deputed with the HKG Bank to be arcund Rse 70,000. This cstimate
is based on the assumption of "salaries ctc." at the rate of k52,000
per month for the Chairman-cum-Managing Directrr and fse 1,500 per

month for a mahagor deputed by the sponsor banke.

The cstimate of lse 70,000 as "salarics etc." borne by'the sponsor
boank . for running the business of the HKG Bank in 1976 may well
underestimate the cost of subsidy provided by the sponsor bank. The
estimated figﬁie of Bs. 70,000 méy itself be an understatement of the
truz cost of "salaries etc." borne by the sponsor bank. A big amount
of subsidy may have beecn given by the sponsor bank for meeting the full

or partial costs of training of the staff directly recruited by the
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HKG Bank at the 3taff Training College ©f the sponsor bank. Several

other "hidden" subsidics may have been provided by ‘the sponsor bank
’

to the HKG RBank, for examdlz, in tho form »f printed stationery,
application forms, pussbonks ote. and more ti:lephene calls at the
cost of the sponcor hank, ~+wision »f sponscr bank's jeép on somne
occasions ctc. ‘

)

iccepting the figurc of e 70,000 as the lower beund of the
costs of running the HKG Bank's business borne by the sponsor bank
and including this figurc in the true expenditure of the HRG Bank, the

reported figure of profit of e 43,200 for the HKG Bank for 1976

will turn into a loss »f Ise 26,500,

3imilarly, wo find that tho reported less of Tse 16,000 in the
oportions of the JHIG Bank for 1976 weuld turn into a loss of
nearly e 3624 lakhs if acerunt is taken of "sdarics etec." bornz
by th: sponcoring bank to the tunc ~f abiut Tse 3.25 lakhs and
a sum ~f Mo 0.17 lakhs is ciodited o the acount of the JiLG Bank

L

for intorost dus from tho sponanring bank for 1976 which was not

recceived by the JiLG Barks 72 have not saken into account the cost
of "athox! supuidigs mentioned cavlior which tho swonsoring bank may

have »rovided te the Jil.G 3Zank.

h

It ony, of crourse, be argued that some losses weee expectad to
bo borne by the spensor bank in the initial years (upto fivst
five y:ars) in sponsoring the regional rural bankss The RS may
h]

-get converted within this poriod int: a viable and growing bank

when it bec m s sclf-sufficient in tha matter of its own personnel
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with much lower salary structure than that of the sponsoring bank and
expands its busincss substantially. In fact, it is most likely
that the loss to the sponsoring comacicial bank would have been muph

1.

more if this bank had cpened its own ru=mal branches at the places

where the branches of the sponsored regional rural bank have been

.

opencd.

8.3 Comparative Per Dranch Cost_structurc of the HKG Bank ang tgg_JNAG Bank

Table 11 proseits comparative picture of per branch cost structure
(including ﬁuad office oxpenses) of op rating the IIKG Bank anc the
JINAG Bank based on the details of the ope*étional cxpensas of
these two hanks f & the year 1976. Sincc the rate »f interest
naid on deposits ote. is cormon across all regional rural banks,
we have c®cluded this clement in the com>arinsn of por branéh costs
of management f the tws banks. The major 2lzments of cost of
managemznt can bo divided into “salaries" and "other costs". lie
have distributud tho operational costs of th» Head Office of the
a3 cqually over all tho operating ~ ranches for com»aring the
costs of manag ment per branch of the two banks concrned.

We have prescented bwo Llitosnative 2stimates of costs ~f management
5t branch, cne excluding the "sal sies® of tha deputed stuff by
th: sponsoring bank and the nther including tnis clomwt. Dur
prefrrence is for the comparison based .n the lattor alternc,ti.veu

Thus, Table 11 shiows th:t the per hranch cost of management
(including “salarics® borhe by tho sponsor bank) for 1976 was
Tie 18,950 for the IKG Bank and fse 22,581 fox the JilG Bank.9

In making this ¢ mpariosn some f the considerations spelt out. in
footnote © muct be borne in mind. -
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"Salarizs" (includin: salariocs borne by the s ponsor bank) constituted
63.46 per cont of the cost of manac ment in th~ case of the HIC Bank
and 65.86 per cent in the case of the JI.G Bank.!® The detailed
comparison of the main :lcments of the "Other costs" of management

on pcr branch bagls is given in T“blc 11.

Another way of comparing the cost of management of the two banks is
in relation to the wolume of business transactod by it. Cost of manage-
ment as defined above as a percuntage of Loans outstanding was
lQ.12 per cent in the case of the iKG Bank and 1331 per cent in the

case of the JN.G Bank.

Similar cost data on other regional rural banks was not
availablc to co&qare the costs of management of the HKG Bank
and the JIL.G Bank with;other stlected rurcl banks in the countrye
There i5 a ne d for undertaking such a study to .understand the impact
of specific local conditions on thn cost of opgrations of the regional

rural banks.

78.4. Comparative Financial Perfoxmance and Costs of the HKG Bank and

the JW/G Bank anc tho Coopngrative Banks in the Region
The cost of management »f the twos regi nal rural banks described
above may be compared wifh th- cost of managennt and the financial
perfurmance of cooperative credit agencics at the district level nd
the base(village)level (oxcluding the third tior of Jtate level

cooperotive agﬂncy) T. heac uarters of both the recgional rural bank

lOI‘he "salarios" usually conscitute from 70 to 80 per cent of the
costs of menagmont f the scheduled commercial banks. Banking being
a labnur--intcnsive incdustry, lowering of the “Ysalaries" bill
would substantially leucr the cost of management of the hank. There .
is no dtubt that the cost f management pur branch is much 1ower fax
both the HKG Bank ancd the JN.G Bank compared to th:. average -cosd’ :
manngenﬂnt of a ruaal branch ~f their sponsoring,gqameraial Bank




and the district central cooperative bank are located at the district
town. The regional rural banks have to /°“"P°"% with both the District
Central Cocoerative Bank and the Pi.mary Agricultural Credit Sﬁcieties
at the village level fo- deposit mobilisation wcll as the supply of
'.short term and medium term credit to their target segment of clients'.11
Besides, the RRBs also have to compete with the branches of the commercial
banks for the same activity wherever such branches exist in the district.
However, it is commonly acknowledged by the bankers that the cost of
management af the branch of a regional rural bank (including Head

Office expenses) is much lower than the cost of operating a rural

branch of the commercial bank.

The comparative performance and costs of selected district central
cooperative banks and the HKG Bank and the JNAG Bank and the primary
agricultural credit societies for the States of Haryana and Rajasthan
and at All India level wherever available is depicted in Table 2. The
data for the performance and costs of the seleéted cooperative agencies
relates to the cooparative year 1973-74 ending with Juie 197+ since
fhis is the latest published information which was available at the
time of the preparation of this study. This fact must be kept in mind

while making any.comparisons.

A look at Tible 12 confirms that the cost of management of the
cooperatives as per cent of the loans outstanding (credit) as an
indicator of the volume of business transacted is much lower for the
cooperatives than for the regional rural banks like the HKG Bank and

he JNAG Bank. Thus, this percentage for the District Central

e

IThe District Central Banks lend funds to the Primary Agricultural
Cooperative Societies for the latter to lend to the farmers at .the
village. level. . S o

PR
s
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Cooperative Bank at Bhiwani was 3.19 for 1973-74 and the average for
all the primary cooperative societies in Haryana was 1.86 for the

same year coﬁpared to 10.12 for the HKG Bank for the year 1976. /Thus,
the cost of management of the credit granting business of the HKG Bank
was much higher than. similar business of the cooperatgve banks /
credit societics at the district and the village level. The déia
provided in Table 12 confirms similar results for the case of the
JNAG Bank. This conclusion regarding the relative costs of the
cooperative versﬁs regional rural banks will hold even with the

data for 1976 for all the instiutions.

There are, of course, several reasons for the lower cost
of credit administration through the cooperatives compared to the
cost of the HKG Bank and the JNAG Bank in their respective districts.
The cooperatives have been working in the country for several years
now with the mo-t active support of the Reserve Bank‘of India
and its associated agencies like the A.R.D.C. the Deposit Insurance
- Corporation of India, and the Crecdit Guarantee Corporation of India. 95
per cent of India's villages are covered by cooperative credit
societies. The Credit Deposit ratio of the cooperative banks is
higher at the district central cooperative bank and very much higher
at the level of the primary agricultural credit society compared to
that of the concerned regional rural banks as is borne out by
Table 12. The heavy dependence of the district cooperative banks
and credit societies on the government funds {compared to the owned

rcsources and the deposits mobilised through their own efforts)’
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is well known.. Most of the cooperative socicties in the country
(over 60 per c~nt) still work with a pért time secretary. The part
time secretary can be hired in most villages easily at a salary of
4% 100 per month. The acute problemsz relating to the overdues of

; 12
md%t of the cooperative institutions are also wekl known.

More important in this discussion »f the relative roles of the
regional rural banks and the cooverative institutions is the well
known fact that cooperatives have been dominated by a few richer
farmers and the benefits of cooperative credit have largely gone
to this class of the members of the cooperatives. Thus, for
example, available data for the cooperative year 1973=74 (from the
‘Source cited in Table 12) shows that the loans by the primary
agricultural credit socicties (PACS) to the borrowers with no land
holdings and the borrowers with land holdings below 2 hectares constituted
32,96 por cent of the total loans advanced by the PACs in Haryana,
30.02 per cent in ﬁajasthan and an average of 20.42 per cent
for-the couvntry as a whole. The ccrresponding percencages of
loaﬁs by the PACS td the landless borrowers are 17.40 per cent for
Haryana, 8.50 pecr cent for Rajasthan and only 4.10 per cent for
All India. Besides the cnoperatives,; being a State subject, have
become highly politicalised bodies. Despite attempts by the policy
makers to effect linkage of dooperative socisties with the schoduléd
commcrcial banks, not much progress has been made so far in this
direction. For All India level, only 1.40 per cent of the
cooperative socicties were financed by the commercial banks in

»1973-74. The corresponcing /figure for flaryang %E%t%ent. These
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percentages may have increased by 1976-77. But there is no denying
the fact t' at the involvement of t'e sponsoring }omm_rcial banks with
the regional rural ban%s set up by them would ramain much stronger
%‘and more pormanent than with the PACS. This would, of course, not
3Rstemd in the way of ensuring closexr links botween the RRBs and the
PACS and the FSSs. As stated earlier, such a linkage would be

essential for the further grovwith of the activities of the RRBs.

8.5 E~timated Brcak Even Point of Operations of the HKG Bank and

s

Lending to the weaker sections of the rural society is a riskier
proposition by a credit institution compared to lending to the richer
.sections of the rural society who can establish their better creditworthines§
to such an institution. The regional rural banks are currantly charged
with fhe obligation of supplying rural credit only to. the wéaker
sections of the socicty. It would not be unreasonable to assume
that uPder the present structurce, the major source of funds of RRBs
for lending to the wcaker sections of the socioty will have to come
from the sponsoring bank and refinancing agencies, mainly the
Roserve Bank of India. The rate of intecrost charged by the Ri3Bs on
direct loans is at present 14 por cent per annum. Wherzas the rate
of interest charged on rcfinancing is currently 9%'per ¢ent per annum.
The rate of internst paid on savings accounts by the RRBs before
June 1977 was 5.5 per cent per annum. The cost of servicing self-
generated deposits is obviously cheapers .Assuming that the

cffective net rate of roturn on loans advanced for the rcgional
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rural banks after taking into account the risks involved in rocovaring
1oans is 4 psr cont per annum and further assuming that the cost of
managemc~: of the rogional rural hank (including "salaries" of
denuted staff borne by the 5 ponsor banks) was as por Table 11

the "break even" pnint for lending operations for the year 1976

is shown in Exhibits 3.1 and 3.2

Under the assumptions made here, thoe briak--even point.for 1976
for the HKG Dank would have been recached with a lending of
Rse 95 lakhs (or an average lending of 'se 4.75 lakhs per branch) and
for the JUAG Bank with the corresponding figure of Ise 175 lakhs
(or an average lending of Rsa 5.65 lakhs per branch). Given that the
RRBs are allowed to lend Rse100 for every Isel5 raised by them from
their own funds, the owned funds which would have been necessary to
support the lending at the estimated 1976 break-even point would have
worked out to Rs.14¢25 lakhs for the HKG Bank and to Rse26425 lakhs
for the JNAG Bank. If we further assume that the paid up capital
was not to be used for financing annual costs of management of the
bank's activities, the HKG Bank and the JNAG would have been’required to
raise deposits from <he genuine savers ‘(passive depositors)Ato the
full extont of required own funds calculated above. The total
deposits created would have then worked out to #:..109.25 lakhs for
the HKG Bank and to %.201.25 lakhs for the JMAG Bank. Thé actual
performance in 1976 for both the HKG Bank and the JNAG Bank, of course,
foll much below the break—-even points of total loans to be advanceds
As stated earliers the cost of management cstimated by ﬁs including )

"salaries" borne by the sponsoring bank is likely to be an under—
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estimatee If this is true, the realistic break-cven point of reauired
amount of loans for both the banks in 1976 would have been still
higher than indicated in Exhibits 3.1 and 3.2.
|
III
Some Key Issues for the Future of the RRBg

Even though the difficulties of making a fair judgement 6n the
working of the regional rural banks in the short period of their
existunce arc well recognised, the two case studies of the working
of such banks presented in this paper do bring out some of the key
issues which impinge on their effective working and nec: to be
further examined by the policy makers for deciding the future of
these’banks. These case s£udies also point out to the importance of
variations in specific local conditions in influencing the working of
the regional rural banks. Morc such studies need.to be carried out
for a better understanding of the factors responsible for the rclative

performance of the regional rural banks under the local conditions

prevailing in the different regions of the country.

The general picture that emerges from the two case studics of the
working of the regional rural banks presented in this paper may be
briefly summérised as follows: Not all branches of the regional rural
banks have been sct up at locations where other credit institutions

are not operating.

The regional rural banks, however, can play a very useful role in

moving towards filling the big credit gap that exists within the
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present institutional structure for meeting the heeds of the weaker
sections of the rural society, espocially for génerating self-
employmenf in.rural industries and services among tho'persons who

do not hold any land. They can also perform the task of meeting the
needs of the small énd the marginal formers who fail to get credit

from the existing cooperative credit institutions and the rural

branches of the commercial banks. It is important to recognise ‘the
importance of the distinct role which the regional rural banks can

play as a spccialiscd institution for promoting the economic development
of the weaker sections of the society even in areas wherce other credit
institutions cexist at present. The rcegional rural banks have so far
been able to make a very limitcd impact in this respect. The gap in
this respoct is so big that the regional rural banks alone cannot fill
it in the foresecable future and can thercefore be expected to supplemont
the efforts of the existing institutions in a planned and coordinated

manner bascd on sclected arca approach.

The new institution of the regional rural bank that has cmerged has
a queer mixture of the features of the working of the commercial banks
and the cooperative banks. While in, theory, the now institution.was
designed to combine the bost features of the commercial banks and the
cooperative banks,; namely the professional oxpertisc of banking business
of the commercial banks and the feel for local conditions and local
needs of the cooperative banke din practice, the regional rural banks

seem to be suffering from the combination of the worse featurés of the
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commercial banks without being given the benefit of some of the good
featurcs ¢ both the cooperative institutions and the commercial

banks. Thcse include -mong other features, the more complicated
procedural formalities associated with the commexcial banks for giving
loans, inheritance of scveral features of the "culturc™ of commercial

~ banks, the nonavailability of "out of court" procedure for rccovery
which is available to the cooperative socictices, differential intercst
rate on deposits which can be offered, which is, in general, better.
than the rates which can be offered by the commercial banks,; at pax’
with the rates offered by the district lcvel cooperative bank but
below the rates offered by the primary agriculturai cooperative
societies, aﬁd the anamolous situation wheore the commercial banks
(sometimes cven the sponsoring bank) offer credit to the same target
segment of borrowers as of the regional rural banks at vastly different
rate of intercst (at present 14 per cent per annum vessus 4 per cent
per annum) under the former's Diffarontial Intewoest Rate Schem» which
is not available to thé latter. On the other hand, wespite several
difficulties, the regional rural banks have boun able to create a cadre
of staff members which can be expected to perform the functions expected
of them at a cost which thougih higher than that of cooperative agencies

is definitely much lower than that of the commercial banks..

ThQ major problom that the regional rural banks face relates to the
degree their acceptance within and the support received from the existing

institutional credit agencics and the Statc governments with whom the
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former have to constantly intcract and depend in various ways. The
cooperative credit institutions trea% the regional rural banks wiﬁh
jealousy since they perceive them either as a threat to the existence

of some of the cooperative credit cocicties (especially the financially
weoaker ones) or as potehtial threat to their gurvival and growth

or as agencies directly compcting with their present business. The

State Governments, despite being participants in the equity of the
regional rural banks have not extended much help to them even in areas
where the Statc govermmente were expected to and for which they have
bean constantly becn approackted by the existing r:gional rural banks.
The sponsoring banks, despite théir initial eonthusiasm, have started
giving: cold shoulder to the sporsored regional rural Banks as the
former view the lattor as a drain on both the'financial and human
resources of the former. It appears that both the State governments
and the commercial banks to some extent accepted the new institution -
as an imposition by the Central Government which they had no alternative
but to ge along during the last c¢ic and a half ycar or so. With the
change in the Govermment at the Centre, the regional rural banks are
pot sure of thc¢ support of the Central Government which owns 50 per cent

of thcir equity.

The general conclusions reached on the basis of the two case
studies prescented in this paper necod to be examined further for

judging their applicability to the working of tho regional rural
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banks in other parts of the country. Assuming that the goneral
conciusions basod on our studies h.ld good for most r_gional rural
banks, the noed for imm. diately rcorganising and rovitalising the
working of thosc banks for achicving their objectives becomes

an urgcnt task for the policy makoers. The Dentwala Committcoe

 is ali-ady at work for examining th. working of  thosc banks and
suggasting their future sot up. It is hoped that the findings

of th two case studivs of th' working r»gional rural banks pres -nted
in this papuor will be found to be uscful for reviewing the working

of such banks and for thinking on their reorganisation in the

future.



Branch Zxpansion of .

Table 1

oelected Regiondl Rural

*
Banks up tc December 31, 1976

——e—

Name of the
Regional
Rural Bank

ame of the
Spon.oring Rank

Date of
Establishment
Vi

No. of Operating
Branches on Dec.2l,
1976 :

2.

3.

4,
§.
6.

?ﬂ
Co
9.

10.

12.

3.
bo

Sa

Haryana Kshetriya
Gramin Bank

Jaipur Nagaur
Aanchalik Gramin
Bank

Gorakhpur Kshetriya

~Gramin Bank

Gaur Gramin Bank

Prathama Bank

Bhojpur-Rohtas
Gramin Bank

Samyut Kshetriya
Gramin Bank

Kshetriya Gramin
Bank, Hoshangabad

Tungabhadra Gramin
Bank

Puri Gramya Bank

Jammu Rural Bank

Champaran Kshetriya
Gramin Bank

Bara\Banki Gramin
Bank

Gargaon Gramin
Bank

Rae Bareli Kshetriya
Gramin Bank

Punjab National
Bank

United Commercial
Bank

S5tate Bank of
India

United Bank of India

Syndicate Bank

Punjab National
Bank

Union Bank of India
Central Bank of
India

Canara Bank

Indian Overseas
Bank

Jammu & Kashmir
Bank Ltd.

Central Bank of
India

Bank of India

Syndicate Bank

Bank of Baroda

October 2, 1975

Octoker 2, 1975

October 2, 1975

October 2, 1975

October 2, 1975

December 26, 1975

January 6, 1976

January 20, 1976
January 25, 1976

Februar& 25, 1976

March 12, 1976

March 21, 1976

larch 27, 1976
March 28, 1976

March 29, 1 976

L e ez S
B gl -

L= TN A

20

30

20

18

20
17 +

21
20
20

20

20

20

21




Table 1 contd. 55

16. Farrukhabad Gramin Bank of India March 29, 1976 21
Bank . i

17. Mallabnum Gramin United Bank of April 9, 1976 18
Bank India

18. Bolangir Aanchalik =~  3tace Bank of April 10, 1976 11
Gramya Bank, India

19. Nagarjuna Grameena State Bank of April 30, 1976 35
Bank India

20. All India Total 491

(First 37 RRBs)

* Set up before June 30, 1976

+ Figures relate to November 1976

Source 3 Records of Regional 2ural Banks.

Table 2 -

Growth of Deposits <f Haryana Kshetriyc
Gramin Bank.

\

As on : No._of_Accounts Anount_{s. lakhs)

iae‘cembe:: 31, 1975 260 l.41
i3(:120ber 2, 1976 5424 14.88
Xcember 31, 1976 7119 24.44
fay 27, 1976 10222 28.93

‘ource? HKG Bank Office Records




Table 2.2 56

Growth of Deposits of JINAG Bank

(No.=Number of Accounts;
Amount in Rs '000)

r
Decemker 31, 1972 December 31, 1976 April 29, 1977

No. % Amt. %  No. % Amt.e % No. % Amt ., %
Current a/c 5§  2.23 7.7 7.46 93 1.14 156 3.06 99 0.89 55 1.0f
Savings . o
Bank afc 210 93.75 B1.8 79.26 7423 9109 44,60 10015.90,15 36, 44

~ ™~

Recurring 5 2.23 0.2 0.19 )_ 5§73 5.16 175 143
Fixed : { | :
deposits 2 0.89 7.0 6,78 633 7.77 | 2665 | 52,34 292  2.62 3042 - 58,04
Cortifi- D '
cates of . - -
deposit 2 D89 6.5 6.30 76 0.68 116 221
Other -
'deposits - _ 54 0.49 44
Total 224 100.0 103.2 100.0 814910080 5092 100.0 11109 100.0 5281 4

Source? JNAG Bank Records

i



Table 3

Comparative Growth of Deposits 2 Selected Regional
Rural Banks as 7n December 31, 1976

Amount _ s P " NIV

Name of the Mo. of  Total  Average  Average
Regional Rural Accounts Ameunt Amount Amount
nk (R=. Per a . Per Branch
Ba Zak's) /4%{%
(ts. *000)
1. Haryana Kshetriya Gramin 7199 24.44 316,62 122
Bank, Bhiwani (Haryana)
2. Jaipur Nagaur Aanchzlik 8149 50.92 624.86 170
Gramin Bank, Jaipur
(Rajasthan)
3. Gorakhpur Kshetriya 11239 100.03 890.03 500
Gramin Bank, Gorakhpur
{u.P)
4, Gaur Gramin Bank Malda 2754 36.87 1330.78 204
(W.B)
5. Prathama Bank Moradabad
(U.P) 21739 54.36 250.06 272

6. Nagarjuna Grameena Bank, 24983 84.72 339.15 242
Khammam (A.P) .

7. All India 194963  778.59 400.00 159
- (First 37 RRBs)

-

Source : DRBs' Records



Table 4

58
Growth of Advances by Haryana
Kshetriya Gramin Bank

As on No. of Accounts Amount (Rselakhs)
December 31, 1975 159 2.69
October 2, 1976 2145 31.72
December 21, 1976 2992 41.23
May 27, 1977 3214 48.72

— .

Source: HKGB Office Records
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Table 5 .
Growth of Advances of Haryana Kshetriya Gramin Bank : Purpose-wise
(Amount in Rse '000)
Items 1975 ; 1976
(Disbursement ) : Disbursement Out standing
No. of % Amount % | No. of ¥ Amount % No. of °f  Amount %
Accounts ! Accounts Accounts
Crop .
loans 14 B3.81 9.6 3.57 258  8.62 112.4 2.73 207 8.00 71.3 1.9
Jhallars 7 4.40 1348 5.14 35  1.17 68.8 1.67 28 1.08 51.4 1.3
Sheep 10 6.29 20.0 7.45 215 7.19 319.0 7.74 162 6.2689.1 7.7
Diesel engine 1 63 2.4 .89 21 .70 37.6 .91 14 .54 31.2 .8
Camel carts 53 33.3317.1 43.59 542 18.11 964.023.38 413 15.97 Bl.6 23.5
Bullocks/
Camels 28 17.61 43.3 16.15 1015 33,92 160441 3B.91 963 37.24 D126 4063
Buffalocs 6 3.77 10.4  3.88 289  9.66 400.0 9.70 209  8.08 36249 9.6¢
Artisans &
sel f-
employed 37 23427 43.0 16.00 470 15.71 498.7 R.1 444 17.17 444.0 11.8
. Gobar gas 3 1.8 9.0, 3.35 11 o37 28,7 70 11 43 2442 W€
'e Poultyy 8 o 27 10.8 26 7 27 8.8 02
Othor anim-ls 12 .40 16.7 .41 12 46 13.9 ol
DTUbe"WellS l 103 lOoo 024 l 004 809 l2
«Land Levelling 15 50 18.9 .46 15 S8 16.0 W4
3
»Cattle Sheds 1 .C3 2.5 .06 1 L4 2.2 o0
,Other mis.
loans 22 .73 20.0 .49 22 .85 18.8 95'
Consumption
loans 77 2.57 109 26 77 2.98 8.0 .2
159 M. 26846 et 2992 100,08 412341 /00.::2586 Iit.v 3744.8 e,




Growth of Advances bQ Haryana Kshetriys Bank =

Table 6.1

ngﬁoae-wisa and by Type of Borrower

(No

= Number of Accounts

Amount in Rs '000)

AS ON DCTOBER 1, 1976

AS ON mAY 27, 1977

Purpose
F TOTAL :
Smjll"ﬂ?%fgg%%iﬂll Aqr;gy%%%%%%gﬁabourers = Smallrgggegzrglnal kgggéﬁfgural TOTAL
No %  Amount % No % Amount % No. % Amount % Labourers
| No % Amount % No % Amt.e % No. %  Amount %
Crop Loan 128 15,09 44 3,19 76 9.02 28 2.05 204 9,51 73 2,30 108 7.76 32 159 75 3,44 23 0.72 183 5.12 55 1.05
Jhallars 16 1.89 28 2,03 7 G.83 17 1«20 23 1.07 45 1.42 36 2.59 65 3.22 | 0.04 2 0,06 37 1.04 67 1.28
Sheep 48 5,66 B6 6,23 55 6.52 92 6.52 103 4.80 178 5.61 47 3,38 B4 4.16 148 6.79 235 7.34 195 5,46 319 6.11
Diesel engines
& agricul-
tural
Implements 4 0.47 10  D.72 3 0.36 7 0.50 7 0.33 17 0.54 11 .79 25 1.74 13 0.60 28 0.91 24 D.67 54 1,03
Camel-carts 143 16.86 329 23,84 197 23,37 452 32.01 34D15.85 781 24.62 241 17.31 483 23.95 341 15.84 76423.87 532 16.29 1247 23.90
Rullocks & .
Camcls 452 53,30 772 55.94 390 46,26 622 44,05 842739,25 184 43,95 CCh 40.59 899 44,12 754 34.59 N33 35,40 139 3693 2023 38.77
Artisens /
self-
cmployed _ 360 16.78 352 1140 €1 4.39 62 3.07 596 27.34 591 18.46 657 18,39 653 12.51
Suff-locs 49 5,78 €5 6.16 94 11.51 158 11.26 143 6,65 244 7.69 1341 9.41 2“& 1111 245 11.24 408 12.74 376 10.53 632  12.11
Gobar Gas 5 N.59 12 0.07 65  0.71 17 1.20 11 5.13 29 0.7 4 0.20 .45 7 0.32 16 D50 11 0,31 25 0, 48
yPoultry 3 0,36 4 0.28 I N.14 4 .13 3 0.88 16 0.79 8 0.22 16 031
JOther animrls i D.12 2 O.14 12  1.42 13 0.92 13 0.60 15 0.47 55 3.95 54 2.67 55 1.54 54 1.03
Tubeuwells 1 0.12 10 0.72 1 D.05 10 0,32 1 0.77 g J445 1 0,03 38 017
Land Lavelling 1 Ue12 2 N.14 1 0.08 2 0.6 13 1.29 19 0.94 18 0.50 19 036
LCattle sheds 2 G.14 1 0.05 2 0,06 1 0.02
Consumption
Loans 90 4.20 24 D.76 33 5.09°% 17 .84 83 2.32 17 0.33
Other demand .
loans 4 D19 4 D.13 21 1.51 27 1.34 21 D.59 27 De52

GRAND TOTAL 848

10,00 1386 10080

Source: Computed from HKGB's

543 100470 1492

10040 2145

10040 2172 100.00

1392 100.00 2017

*Excludes Indirect Finoncing thraughf

10040 2180 10040 3201 17900 T2 10040 5248 100.00

- W e e e MR Gk A AR W M mA wWe Em E e

*fh: Bhiwani F-rmers! Service
" Coop. Society Ltd. Bhluanl

"Prathama Varshik Upalabdhiyam” (1975-76)wd Boawk Recsrds .

Aetacts #4170k Gven Feloe s —
S.T. Loan MeTa Loan Total
No. of Amount No, nf Emnunt No. of Amount
B/ecs fse '000 e s s 1070 a/cs Rse 7000
453 302 121 198 574 500
(78.92)% (60.40)% (21.08)% (39,60)% (100)% (100%)



Table 6.2

Growth of Advances by JINAG Bank

¢ Bengficiary Group-wise

61

(No= Number of Accounts ;

Amount in Rs, '000)

As on Outstanding as an Dutstanding as on
31.12.1975 31.12.1876 29.4,1977
No % Amt. % No % Amt. % No 4  Amt. %
o Small
Frrm-rs 94 44,34 54,7 48.80 1806 49 2992 56.90 2854 43.88 4875 59,47
aricultural
-andless) ' , . ) )
abourers 20 9,43 13.6 12,13 406 94%% 605 11.51 655 10,07 893 10.89
iral
ctisans 71 33.49 29,4 26.23 1036 24.t9 633 12,04 1485 22.83 1008 12.30
1311
raders & ~ . .-
31P~employed 27 12.74 14.4 12.84 1053 44X 1028 19.55 1468 22.57 1377 16.80
msumption . A
)ans s 0.14 2 0,02{
.hers 34 0.52 42 0451
E
ital 212 100.00 112.1 10040 4301 5258 100.0C 6504 100.00Q 8197

100,08

Sources JINAG Bank Records



Table 7

Comparative Growth of Advances by

. - o0lected

62

DNegional RKural Banks

Ag on December 3 976

Amount_("s. lakhs) &
Naﬁe of the lio. of Accounts Tntal average Average
Regional Ruial Bank : Amount Amount Amount
per 2/c per DBraich
() ("=, *000)
1. Haryana Kshetriya 2992 41,23 1378.01 206
Gramin Bank -
2. Jaipur Nagaur sanchalik 4578 58.89 1258.88 196
Gramin Bank
3. Gorakhpur Ksheteiya 15744 96.99°  612.16 485
Gramin Bank
‘ *
4. Gaur Gramin Bank 4243 94455 2288.38 525
5. Prathama Bank 5189 46436 893.43 232
6. Nagarjuna Grameena 12824 118.82 927.01 340
Bank
7. ALl India 100039 805447 700.73 143

(First 37 R}Bs)

!

Source

: RRBs Records

@ Includes a total amount of Tse 23.70 lakhs disbursec:! to 6485 farmers

through 13 FSS/PACS.

) /
* Includes total amount of Tse 7.48 lakhs disbursed to 9255 beneficiaeries,
through cooperative socicties.
given to 50 persons as education and medical loan.

Also includes an amount of lse 6 thousand



Table

T 63

.. Comparative Growth of Advances to "Small and Marginal Farmers
and Landless fiaricultural Labourers"™ and to "Rural /irtisans and
Others™ by Selected heglonal RBural Banks

Aoy Dekerbed - 3). D76

Name of the nmount-of Advance % of Amount of % of
Regional Rural Bank to Gmall and Marginal totd Advances to total
Farmers and Landlzss  advances Rural artisans  advances
Agricultural Labourers and Others
(Rs. lakhs) (tse lakhs)
1. Haryana Kshetriya 17.89 43.39 23.34 56.61

Gramin Bank

2. Jaipur Nagaur
Aanchalik Gramin

Bank 38.87 66.00 20,02 34.00 )
3. Gorakhpur Kshetriya

Gramin Bank 64446 66.46 8.83 33.54
4. Gaur Gramin Bank 18.60 19.67  3.41 80.33
5. Prathama Bank ].8004 38091 28-52 61009
6. Nagarjuna Grameena

Bank 82.31 69.23 36.57 30.77
7. A1l India 466.55 66.62 233.92 33.38

(First 27 RRBS)

Sources RRBs Records



" Table 9

Dorﬁfoliu Managemsent of Funds by HKG Bank and
INAG Bank As of December 31, 1976

(Rse thouse ds)

64

SOURCES OF FUNDS

USES OF FUNDS

Source HKG Bank JINAS Bark (se HKG Bank JNAC
—_— - Bank
1. Paid up
Capital 2500.90 -2500.0 1. Cash 261.4 760.8
2. Reserve
fund 67.4 217 2. Balance with other
banks 705.1 1203.7%
3. -Deposits 2443,6 5091.8 3. Manmey at call and
short notice - 1800.0
4, Borrowings
from
ot her
banks - 2008.1 4. Investment and
a) In Govermment
- A securities 100,0 -
b) In A.R.D.C.8hares 50,0 10,0
5. Other income 27.5 5. Advances/Billr
Discounted and
Purchagsu 3774.8 5257.6
6. Book Y -lue of
FUI‘f?itU re 96.5 506.2
7. Vehicles 54,6
8. Miscellansous ~ 36.1 159.4
Total 5048,5 9697.1 5048.5 9697.1

Source? Annual Repoarts and fAccounts of the concerned Banks



Table 10.1 ~ 65

Profit and Loss Account of ryana Ksnetriya Gramin
Bank 2 1975 . 4 1976
{>s« '000)

[ SO -

Expenditure Income
1975 1975 1275 1976
0.2 (i) Interest paid on 41.0 {i) Interest and
deposits, discount 398.4
borrowings =tc. 47.2 ~ (ii)0ther receipts 0.5
1.8 (ii) Salaries, :

zllowancaz andy,
provident fund 170.5
4.5 (iii)ent, Taxes,
Insurance, Light .
ing etc. 24.5
2.2 (iv) Stationery,
Printing,
Advertisement
_etc. 19.0
8.0 (v) 'All other
expenditure . 94.5
24,3 (vi) Balance of Profit 43.2

_41.0 TOTAL 398.9 41.0 TOTAL 398.9

gy —

—— ———— v e .

* Excludes 'salaries' of staff deputed by the sponsor bank

Source: HKG Bank Annual Report & Accounts 1976
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- Table 10.2

Profit and Loss Account of JMAG Bank, 1975 and 1976

(fse. t000)
Expenditure Income
1975 1976 1975 1976
b
B0.8 i) Interest paid on
deposits, borrowings
etc. 66.0 59,5 i) Interest ad
discount 422.3
1.6 ii)Salaries, allowances,
praovident fund and
gratuity 136.4 - ii) Other income 2.6
4.2 iii)Rent, taxes,
insurance, lighting
‘etc. 27.7 - iii) Loss 16.0
3.1 iv)Stationery, printing,
advertising etc. 72,3
12.1 v)All other expenciture
37.7 vi)Balance of Profit -
59.5 TOTAL 440,9 5945 440,.,9

- .

* does not include interest of Rs« 17,000 etill due from the sponsor bank

~Source: JNAG Bank /Annual Report & Accounts 1976



Table 11 67

1

Comparative Financial Performance and Cost Structure per Operating

branch of JNAG Bank and HKG Bank for 1976 ' ™~

ar\ ~ v for

© Item JNAG HKG
1. Number of Operating Branches on December 31,
1976 31 20
2. Cost of management (sxcluding 'salaries ete!
paid by the sponsoring bank), (Rs« '000) 375 309
3., Estimated "Salaries etc." paid by the "
sponsoring bank (Rs. '000) 325 70.0
4. Estimated Total Cost of Management
including "salaries etc." paid by the *
sponsoring bank (Rss '000) 700 379
5. "Salaries etc." paid by the concerned
Regional Rural Bank (Rs. '000) 136.4 170.5
6. Average "Salnries etc." (Item 5) per
branch (in Rs,) 4,400 8,525
7. Total "Salaries etc." (Item 3 plus item 5) *
(rs, '0DOD) 461.1 240.5
8. Average "total salaries etc." (Item 7)
per branch (in Rs) 14,874 12,025
9. "Salaries etc.™ (Item 5) as 2 ratio of
cost of management (Item 2) (in %) 36,37 55.18
10."Total Salaries etc." (Item 7) as a ratio
of cost of management (Ttem No 4) (in %) 65,86 63.46
11.Rent, taxes, insurance, lighting etc.
(Rs '000) 27.7 24,5
12.Average "Rent etc.” (Item 11) per brinch (in
sRse ) 854 1,225
13.Postage, Telegrams, stamps etc. (Rs '000) 17.0 1.2
|4.Average "Postage etc." (Item i3)
per branch (in Rs.) 548 60
|IS«Depreciation and repairs to bank property
(Rse '000) 38.3 19.6
6.Average "Depreciation etc." (Item 15)
per branch (in Rs) 1,235 980
7.Stationery, Printing, Advertisement etc.
(Rss '000) Tee3 19.0
8.Average "Stationery etc." (Item 17)
per branch (in Rs) 2332 950
9."0ther" expenditure (unclessified
in Bank Accounts) (Rs '000) 81.1 72.0
D.Averagse "Other" expenditure (Item 17)
per branch 2,616 3,600
1.Average cost of management p r branch
~excluding "salaries etc." paid by the
sponsoring bank (in Rs.) 12,097 15,450
¢eAvcrage total cost of management per branch
including "salaries etc." paid by the
gponsoring bank (in Rse) 22,581 18,950
23.Gross Operaticnal imcome per branch(Rs'000) 424.9 398.9
24.Average (gross) operational income per
branch (Rs ) 13,706 19,945
25.Profit or Loss (=) excluding salaries paid
by sponsor bank (Rs'000) ~16.0 43.2
26.Profit or (lLoss(~)) taking into account
& salarics paid by sponsor bank (Rs'dO0} 323.7 -26.8
27.Ndjusted Profit/Lass (~) per branch (Rs) -10,442 -1340

Source: Annual Reports and Accounts of the concernad banks.



Comparative Performance and Costs'of Selected District. Central Cooperatlue Banks, Regional Rural Ba1ka
Primary Agricultural Credit 50c1eties

and

, e R e N e s AR pe s KB A e Sm S WE BA s e A e A

indicator of Perfaormance/Cost

(Amount in fs. thousands)

— o e W e e

- e . -

Distriect Central Cooperativs Banks (DCCBs)

am ey . m

e e mm me e mE e o s

Selected Regional

Average Perform nce of Primary

1973-74 (End of June 1974 Rural Banks 1?76 Agricultural Credit Socihties
Average Performance of all DCCBs at State Average Perfommance (Dec. 31, 1276) (PACS) at State level
level at_District level HKG Bank  JNAGBank 1973-74 (End of June 1974)
Haryana Rajasthan A1 India Bhiwani  Jaipur Nagaur
(Haryana) (Rajssthan Haryana Rajasthan All India
1. Number of CCBs at State
Level 12 25 341 - - - - - - - -
2. Number of Offices of
relevant bank/banks 132 173 4,832 13 9 6 20 31 6,266 7,740 1,53,808
3. Deposits 17,80,78 15,59,54 7,18,59,96 1,23,16 95, 67 17,03 24,44 50,92 30,02 2,00,70 89,27,689
3(a) Deposits per office
of relevant bank/banks 1349 901 1487 947 1963 284 122 164 1.4 2.6 5.8
4. Credit (Loans outstanding) 30,78,06 36,66,52 11,62,80,06 2,43,40 2,01,76 59,30 37,44 52,58 26,77,94 32,82,20 10,54,96,58
4(a)Credit (Loans outstading)
per aoffice of relevat bank .
/ banks 2332 2119 2406 1872 22 42 988 187 170 4247 42.4 8.6
+
5. CI‘Edit / DEPOSit ratio 1.7 2.4 Ta6 2.0 2.1 3.5 1.5 1.03 29.7 16,4 11.8
6. Cost of Management
{excluding interest pald - » @ a
on deposits) 99,35 1,40,57 38,03,38 7,76 10,04 4,98 379 700 4971 7952 .35,96,24
7(a) Salaries as % of cost ' * »
of Management 69.38 72,66 70.87 72.94 74,10  81.53 63.46 65.86 73408 45.49 53,60
(b} Other administrative
costs as % of
Man agement 30.62 27.34 29.13 27.06 25,90 18.47 36.54 34,14 26.92 54.51% 46, 40
8. Cost of Management peT
office (incYading Head
Office) of relevant bank/
banks 75 81 79 60 112 83 19 23 0.8 1.0 2.3
9. Cost of Management as %
of Credit (Loans
Uutstanding) 3.20 3.83 3.27 301; 4.98 8.40 10.12 13631 1.86 2.42 3.41
N * *
10.Profit or Loss(-) 60,32 8, 66 12, 63,04 1,90 = 2,82 - 1,72 =27 323 18,86 62,43  22,77,81
11.Profit or Loss(- ) per . : : : : L e
of fice 46 5 26 15 - 31 29 4. -10 0,3 0s8__ 1.5
* including estimated salaries paid by the suonsoring bank
@ including a Covernmernt subsidy for management expenses
D.B

+ The comparable Credit/Deposit ratio of the scheduled commercial banks in India is 0.7 to
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Exhibit 1.1

Implementation of Branch Expansion Programme of

Haryana Kshetriya Gramin Bank

——— ——san

Location of the Branch Opened nn

1. Bhiwan1+ October 2, 1975

2.7 Dhigewa ~ ~ ~ ~ °° T T T T T T TDecember 29, 1975 ~
3" Bapora. T T T T T T T 7T T T T T Tiantary 1, 1976 -
2" Rairc T T T 7 7 T T T T T T T T Ts3nUaTy 19, 1978 T T T
5. Tmlota ~~ -~ """ T°°°°°7 “January 29,1576 T T T
8.7 Talwandi—Rukka- ~ ~ -~~~ - - 777 February 25, 1976~
7. Banwer - - " -~ T °°7 T T T TMarth 20,7197 T T T T
8.7 Iharwal- -~~~ "~~~ "7 °°°7 March 24,"1376 ~ -~ T
9.” Dhanana  ~ "~~~ 7 -ttt =" TNy 15, 3% T T T T T
100 Abela ~ ~ " -~ T T °°~7 R = Pl v A L= /- S
1. Racma ~ -~ """ 7777 TTTT T a8, 1978 T T T T T
127 Ranila~ -~ """ T T T T T T o7 Jre B, 1978 " T T T 7
13 Ghirlya ~ ~ -~~~ T T TS o7 Septerber 27, 1976~ ~
14, Baund Xalan -~~~ " T T 7T T 77 Decenmber 31, 1976 ~ ~
15, Jhojhu K@lan ~ ~ T T T T T T 7 T TDecember 31, 1976 T T
167 Batnali1 =~~~ 7 7 -TeTs=" = “Iecember 31, 1976 T T
17 8iwani ~ "~ """ TTT T T T 7 December 31, 1976 ~
18. Tosham  ~ ° ° ~ 7 7 7 TDecember 31, 1976
19. Jamalpwr T °°T°°7 December 31, 1976
20. Bawani-Khera ~° 7 Decenber 31, 1976

+ Located in same premises as the Head Office

Sourco: HKG Bank records
Exhibit 2 .4

Staff Strength of H.K.G. Bank on December 31, 1976

Post NOeo
*
1. Chairman-cum-Managing Dircctor 1

2. iManager on depufation from

sponsoring bank 1
3. Branch lanagers 8
4. Field Officers 5
5. Accountants cum Field Officers 14
6. Cl-rks cum cashiers 24
7. Apprentices 10

8. Jeep Driver
9. Dak Runner

*iSalary etc." being horne by the sponsoring bank.

Source: Haryana Kshetriya Gramin Bank, Report of the Board of
Directors for the year 1976
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Implementation of Branch Expansinn Programme of

JINAG Bank

upto June 8, 1977

Sl. BRANCH Panchayat Date of

N Samiti Opening

O« .

JATPUR DISTRILT =

1+ Lawan Dausa October 2, 1975
2. Watika Sanganer February 3, 1976
3. Med Bairath March 2, 1976
4. Paparda Dausa June 7, 1976
5. Jahota Amber Jure 24, 1976
6. Manpur Macheri Amber August 2, 1976
7. Aandhi Janwa Ramgarh August 11, 1976

8. Ramgarh Pachwara

9. Mandawari

10.Itawa Bhopji
11.Jatuwara

12.Mukhyalaya Bank Shakha
13.S5akhoon

14.N-~reda

15.5irs? 1

16." Hing~nia
17+ Kothkhawada
18 -Mahapura

* Gudha Katla
20.Neemera
21.Garh Raneli
22.Amarsar

NAGAUR DISTRICT -

1. Shri Balaji
2. Padookalan -
3. Jasnagar

4. Gagrana

5. Tarhau

6. Baget

7. Ladaria

8. Khunkhuna
9. Kukunwali
10.Manana
11.Nimbi Jodha
12. 1gua

17 ankiwas
14.vegena
15.Merta Road

. -Source: JNAG Bank Re

Lalsot

Lalsot
Govindgarh
Bassi

Jaipur(City)
Dudu
Kotputli

Jhotwdra
Jambler
émaksu,
Bandin~g
Phagi

Chkral

Snahpura

Nagaur
Riyan
Riyan
Mertacity
Jayal
Parbatsar
Deedwana
Deedwana
Kuchamancity
Makrana
Ladnuy

Degana

Fundhwa
Degana

Merata

September 24, 1976
September 27, 1976
September 27, 1976
September 29, 1976
October 1, 1976
November 11, 1976
December 4, 1976

Dzcembor 13, 1976
"Becemifor 22, 1976
Degemhar 23,
December 27, 1976
March 31, 1977
April 11, 1977
May 31, 1977

Jupe 3, 1977

January 30, 1976
May 5, 1976
May 5, 1976

June, 12, 1976
June 21, 1976
August 13, 1976
September 1, 1976
September 2, 1936
September 28, 1976
Dacember 1, 1976
December 3, 1976
December 24, 1976
December 29, 1976
June 8, 1977

June 8, 1977



Exhibit 2.2.

Strength of the Staff of the JINAG Bank
on Dacember 31, 1976

Number
1. On deputation_from
sponsor_bank -
i) Dfficers 20
ii) Clerks / Cashiers 14
Total of 1 34
2. Bank!'s gwn staff
i) Managers 23
ii) Field Officers 12
i1ii) Clerks / Cashiers 21
856
3. Grand Total (1+2) ' o0

Source? JNAG Bank ¢ Annua) Report & Accounts 1976
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Exhibit 3.1

The Break-Even Point Configuration for the HKG Bank for 1976

Ma.na.ge-
ment
(& lakhs)
{'—’\.\‘ ’ ) J\The Break-even Foint
,‘-/\ v
T p
- © . - |
“——49’5 ®& 1akhe) >

Amount: of Loans
Advanced *
]

3.1(a): The Break-Even Amount of Loans fof the HKG Bank for 1976

!

i

A\ Cost of - {

| Manage- \

ment per ‘

Branch '

(includ- :

ing Head -

Office !

Expenses !

(ks thou- A

| sands) !

1(’““\>,gf;%L __‘_‘*‘¢g9‘~The Break-Even Eoint
18- 52_‘___n7.—- i

: Ea
0 (& thousands):
475

Amount of Loans
Advanced

3.1(b): The Break-Evan Yoint for Amount of Loans per Operating
Eranch of the HKG Bank in 1976
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Exhibit 3.2

The Preak-Even Point Configuration for the JNAG Bank for 1976

AT
Cost of
Manage-
ment
(ts lakhs)
The Break-even
7 T s e s e
'oL ____________ e —:,', N
175!

&mount of Loans Advanced (& lakhs)

- . - -

3.2(a): The Break-Even Amount of Loans for the JNAG Bank for|1976

25N

Cost of
Manage-
ment per
Branch
(includ-
ing Head
Office

Expenses)
(rs thou- The B!:eak-:

sands) Even Point

- - e e . e w e o e e

L&)
o
o
\
)
|
.
Y
|
i
1
1
[}
1
{
]
]
1
|
)
1
)
]
1
i
f
1
L4
1
g
A
' %

Amount of Loans Advanced (& thousands)

3.2(b): The Break-Bven Eoint for Amount of loans per Operating Branch
I of the JNAG Bank for 1976 A



