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CONCLUSION 

The main objective of na tiona lisa tion of the commercial 

rural banks is to improve the conditions of poor in the rural .. 

areas. Now-a-days the condition of rural economy is p regressing 

with the help of financial instittuions specially Regional Rural 

Banks. Maida is a backward region and most of the people are 

farmers and agriculturists. Therefore the role of RRB is most vital 

in this respect. The improvement in certain areas has been made~ 

conditions of some groups have changed, various programme have 

adopted and many changes are visible but the changes are only 

marginal and not structural. 

The most important new approach which has been adopted 

increasingly is to enhance the productive capacily of the poor by 

helping them to acquire new assets, so that they can produce goods 

and services needed by the society, earn better livelihood and 

improve socio-economic standing. Government are expecting the 

financial institutions to play the lead role in the strategy. 

Besides, govt. has also launched target group oriented development 

programmes in which involvement of financing institutions is 

important. Thus, at present, a wide ran~e of financing institutions, 

such as commercial banks, co-operative banks, co-operative credit 

societies, Rural Banks, Lead banks etc. are specialised agencies 

dealing with only the agricultural sector and rural poor while 

·others are involved in all the sectors of the economy. 

Regional Rural Banks came existence from 1976. The RRBs 

helped in granting loans and advances to specific economic and 



466 

occupational groups like the small and marginal farmers and 

agricultural labourers for the development of agriculture. The RRBs 

have also helped the village artisans in the rural areas of Malda. 

During our study it is interesting to note that the lending 

position in rural areas of RRB is steady enough. But their recovery 

position is not satisfactory. In case of other commercial banks the 

lending position is not better enough. But the recovery position of 

other commercial banks is satisfactory in comparison to RRB. So 

the growth rate of RRB is steadily falling. 

In this context we can say that the growth rate of our 

study area is progressing to some extent with the help of RRB. But 

this progress of rural economy will face a great hindrance if the 

declining growth rate of RRB cannot be checked. Side by side it 

has also been shown that though the government policy is directed 

to help the rural economy through RRB yet a few noticeable 

relaxation in implementation of government policy has been shown. 

In my survey it has also been noticed that the number of wilful 

defaulters is higher than the non-wilful defaulters. Therefore it is 

necessary to minimise the number of wilful defaulters to keep the 

flow of institutional credit in appropriate direction. 

Some agents are considered to be catalyst of development. 

North Bengal specially Malda District is a poor and backward area. 

Malda is a no-industry district; its per capita income is lower 

than state average; its rate of urbanisation is lower than both 

State and All India average; per capita road kilometre 

infrastructure is one of the lowest in India; communication system 
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is extremely primitive; rail way coverage is poor; it has a large 

scheduled caste population; the literacy rate is lower than the 

state average; infant mortality rate is higher than the state 

average; agriculture of the region is primitive with low 

productivity; status of women is very insignificant particularly in 

case of muslim women folk; sericulture and mango plays a distinct 

role in the economy of my study area, Malda and consequently it 

may be treated as a very poor backward rural area of West Bengal. 

The production of Mango and Sericul ture are also major 

constraints in rural development. Mango production is not at all 

satisfactory taking a decade in an economy. Also, sericul tural 

activities are concentrated in a minor area, e.g. Kaliachak-I, 

Kaliachack-11, Kaliachack-III, Manikchack blocks respectively and 

the net return is also not satisfactory at all. 

The economic upliftment of the women in Malda district is 

not too good. The performance of women, specially Muslim women in 

rural area is remarkable. In Malda District the women beneficiaries 

are getting maximum loans from rural banks. In case of recovery of 

loans, the women respondent are, sincere to repay their loans. But 

it does not mean that their economic upliftments have been 

improved so far. 

The growth of banking institutions in this backward 

district like Malda was slow and tardy before nationalisation. 

There were only 6 branches of commercial banks in 1969, while it 

rose 141 upto December, 1990. The branches have increased by 23 

times in 21 years. The noteworthy point here is that after the 
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establishment of Gaur Gram in Bank (a Regional Rural Bank) in the 

district in 1975, the branch expansion network has increased 

enormously. The branch expansion network of this regional rural 

bank in the district· Malda is very impressive in comparison to 

other commercial banks. Out of the total number of 141 commercial 

bank branches the GGB alone accounts 54 branches in the district. 

In order to extend rural banking facilities to the weaker sectioins 

in the unbanked and hitherto neglected areas, the regioinal bank 

has already opened 140 branches upto December, .1990 among three 

underdeveloped districts of West Bengal viz. Malda, West Dinajpur 

and Murshidabad. 

The GGB has made a considerable thrust in mobilising rural 

savings and improving the banking habits among the rural poor of 

the districts under its jurisdiction. But the growth rate in deposit 

did not grow as much as was expected. The stiff competition with 

other financial institutions restricts the bank in securing required 

rate of deposits. The performance of GGB regarding credit 

expansion is relatively satisfactory in comparison to other 

commercial banks. The bank has created a favourable impact by 

providing adequate and timely credit assistance to the poor. 

The trend of credit deposit ratio of this regional rural 

bank is significantly negative. The credit deposit ratio of other 

commercial banks is positive trend. But the GGB has by-passed 

even the national ubject to obtain by March 1985, a credit deposit 

ratio of 60 percent in respect of semi-urban and rural branches 

separately. 
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The performance of Malda District Central Credit Co-

operative Bank Ltd. and the Malda Co-operative Land Development 

Bank, in regard to loan issued to different types of farmers, is 

not at all satisfactory because of poor recovery of loans. The 

performance of primary Agricultural Credit Societies is not also 

satisfactory because of the same reason. 

The performance of the regional rural bank i.e. GGB in 

regard to priority sector advance is satisfactory. On an average, 

the share of 'priority sector', advance to total advance is 99.25 

percent which is much higher than the national object of obtaining 

by March 1985, a level of 40 percent of total lending to priority 

sector advances. Another good feature for the bank is that the 

average share of agriculture within priority sector~;_advance is 50.01 
G}. ~...! 

percent. However, the performance of different banking institutions. 

regarding priority sector advance is unequal _. Bank wise, priority 

sector advance is also highly satisfactory in case of State Bank of 

India and United Bank of India in Malda. The GGB of Malda has 

played an important role in giving credit to the priority sector. 

There has been marked a good impact of banking 

institutions regarding accessibility and impact of credit on earnings 

of the rural poor. Field survey results regarding accessibility of 

credit indicated that an overwhelming proportion ( 80.33 percent) of 

borrowers obtained institutional credit mainly from RRB while only 

a small proportion (19. 66 percent) availed non-iinstitutional credit. 

Among the institutional borrowers, the most dominant class was 

found to be the scheduled caste and other backward classes. They 
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accounted for 45.22 percent and 54.78 percent in terms of 

institutional assistance and institutional borrowers respectively. 

Households belonging to lower income groups availed of larger 

percentage share of institutional credit (71 percent). Thus, a 

considerable enlargement of the role of institutional credit agencies 

has been marked resulting into corresponding reduction in the role 

of non-institutional sources of credit. 

In recent times, the poor performance of loan repayment or 

high level of overdue has been a great cause of concern to the 

rural credit institutional agencies. Rural credit institutions in the 

district of Malda are not exceptions. They are also plagued by the 

problems of non-recovery of credit extended. However the recovery 

position of the branches of GGB is very poor than that of branches 

of nationalised commercial banks. The recovery trend of the Central 

Co-operative Bank and Primary Land Development Bank is found to 

be significantly negative. The major reasons of non-recovery of 

bank loan are failure to tie-up lending with development 

programmes defective lending 

financing, ineffective supervision, 

and indifference of management 

policies, under financing/over 

misapplication of loans, apathy 

of societies to taking coercive 

measures, want of sense of discipline and responsibility among the 

loanees etc. 

Field survey results of loan repayment showed. that the 

percentage of defaulting borrowers of institutional credit is much 

higher than that of non-institutional credit. Borrowers having 

higher social status, good contacts with the lending agency and 
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officials of the Government, higher income level and better 

education have poor repayment performance to institutional agencies. 

On the other hand, the borrowers having lower social status, poor 

contacts with the lending agency and officials of the government, 

lower income level and less education showed better recovery 

performance. oUt of 200 borrowers, 55% were classified as defaulter 

and 45% were classified as non-defaulter, according to norm 

developed in our study. Further, the defaulters were sorted out 

into wilful and non-wilful on the basis of family net surplus 

available for each respondent and it was bound that 70 were wilful 

defaulters and 40 were non-wilful defaulters. From our study we can 

say that the wilful defaulters will arrest the flow of institutional 

credit towards the non-wilful defaulter or non-defaulter, those who 

are virtually needy . Does . it indicate that this role of wilful 

defaulter will take the position of non-institutional credit system 

in future, at the cost of institutional credit ? 

The discriminant function analysis in the borrowers' 

repayment performance indicates that the characteristics ·like 

incremental income after the use of credit, occupation, contacts with 

the lending agency and officials of the government, per capita 

borrowing, caste and adequancy of loan are very helpful in 

classifying the borrowers into defaulters and non-defaulters. Among 

these, the three factors viz. incremental income after the use of 

credit, contact/relations with the lending agency and occupation 

have the highest discriminating power. 
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As regards classification of defaulters into wilful and non-

wilful, the relevant factors are found to be incremental income 

aft~r the use of credit, caste, contacts/relations with the lending 

agency, _occupation, rate of interest and per capita income. In the 

----------__ / ,~::ase the second iteration or re-run of the discriminating function 

was not possible. But the characteristics like incremental income 

after the use of credit and the contact/relations with the lending 

agency are found to be the valid factors in both the analyses. From 

our study we. can say that the wilful defaulters will arrest the flow 

of institutional credit-towards the non-wilful defaulters or non-

defaulter, those who are virtually needy. Does it indicate that this 

role of wilful defaulter will take the position of non-institutional 

credit system in future, at the cost of institutional credit. ? 

One of the reasons for this kind of misdirected 

credit as is borne from our study is· that ·the whole approach to 

rural credit in the Maida region has been given too much stress as 

"income approach". The purpose of the loan is to increase 

production and productivity at the quickest possible time. An 

alternative "basic need approach,(l) would have been better means 

of achieving goals in the backward rural areas of Malda region •. 

It could be argued that this process of misallocation of 

resources is inevitable especially in a backward region where 

economic infrastructure is lacking and the general production base 

is weak. The basic need approach emphasis that local needs are 

best understood by local people. In the words of Theodore 

w .Schultz(Z) "although they are poor, they tend to be efficient in 
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allcoating their meagre resources with a fine regard to marginal 

cost and returns". 

Credit programmes with bias to income growth are 

particularly alluring to governments for political purposes. First, 

they are easy to establish and administer. Second, they are very . 

legitimate for economic objectives. Thfrd, because money is fungible 

and because of hidden transfers,. the true uses of such funds are 

difficult to identify. Thus, credit lends itself to being used for 

political purposes under the guise of economic development. This is 

substantially true in case of Maida - the area of our study. 

The extent to which credit allocation decisions are 

influenced by political factors, or vice-versa, is difficult to 

ascertain in practice. But our study of Maida has highlighted this 

problem. 

Historically speaking the commercial financial banks have 

shunned lending in agricultural and rural sector. It was left to co

operative banks. The RRBs have made various "concessionary 

transfers" ( 3 ) . The concessionary transfers create tremendous 

political advantage or political leverage. But little attention has 

been paid to this lev.erage. 

Diagram 12.1 presents a region wise demand curve DD' for 

credit from agricultural lenders to be used for agricultural 

purposes when interest rates are equalised throughout the economy. 

Assume that the prevailing real interest rate is 'r' and that 

farmers would want to utilise oc1 credit. Suppose, however, that 

the government subsidised agriculture by means of concessionary 
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interest rate ( r 1
) for agricultural loans but left interest rates for non-

agricultural loans (say for the purpose of commerce or industry) at the 

previous levels. Two effects would occur. First, borrowers would increase 

the quantity of funds demanded for agricultural purposes from cl to c2 and 

if non-price rationing were not employed, to they would simultaneously 

receive a subsidy or income transfer ( t_he concessionary transfer) equal to· 

the area designated. by the points r 1 rate( 4). 
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Second, since money is fungible, credit •can be ostensibly borrowed. 

for agricultural purposes but be diverted to non-agriculrtural activities such 

as "consumption". This gives rise to "agricultural illusion" - a situation 

where some agricultural loans have the appearance of going to the sector, 

but in fact are used in elsewhere with the relatively lower interest rates 

for agricultural loans, it would be expected that borrowers would behave in 

this manner - especially those with mult~ple occupations - and the demand 

for credit for agricultural lenders would shift right to DD". Borrowers 

would want to use oc3 quantity of credit to practice "agricultural illusion" 

and the concessionary transfer now becomes r' rate. 

It further concessions were granted e.g. r" there would be yet 

further demand shifts to the right e.g. to oc3 for farm credit. The 

horizontal distance between oc3 and OC 4 would represent the amount of 

credit demand from "agricultural illusion" due to concessionary rate r". The 

locus of all equit•librium points for the "illusion demand curve" for 

agricultural credit when concessionary interest rates are employed at that 

sector lies along DD". This demonstrates how agricultural illusion increases 

the concessionary transfers. 

Delinquency provic;Ies another possibility for an income transfer. .A 

"delinquency transfer" may be temporary 1 when farmers do not repay their 

loans on time', or permanent when they never repay the loan. In the case 

of the temporary transfer I the farmer gains from improved income or 

reduced costs resulting from control over cash flow. The permanent transfer 

is equivalent to the real value of the loan principal plus the real value of 

interest charges less any real amount/repaid on loan and interest. In terms 

of Diagram 12.1 the amount of permanent delinquency transfer would be oc
3 
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loan principal plus interest, assuming a concessionary interest rate 

of r' , "agricultural illusion" and no repayment (equal to the area 

Or'CC
3

). 

Heavy deli~quency and default rates may be symptomatic of 

the degree to which political factors have entered into a loan 

programme; when the government does not take legal measures to 

br:.ing pressure on borrowers to repay, this indicates an 

unwillingness to bear either the economic or political costs of such 

action. 

In our study· we have noted that defaulting farmers predominate 

the rural scene. Moreover, those who have been benefited most by 

institutional credit arrangement pay back the least. In other words, 

the rich farmers are mostly defaulters and the poor farmers try to 

repay the loan. Does it mean that the rural society of Malda has a 

tendency to be divided further on the basis of class ? Does it 

signify that class division will be sharpened further by the credit 

arrangement ? 

The delinquency transfer in our sample area Malda run into a 

few millions of rupees. Till recently the governments would not 

permit the banking authority to pr.essure for payments. In the last 

election ( 1989) further concessions were declared. Even if loans are 

paid back as scheduled the borrowers will pay back virtually 

nothing in terms of real value due to depreciating effects of inflation 

- the equivalent of a permanent transfer( 5 ). 

Adopting a broad multifaceted approach to rural development is 

not enough, of course. To be successful, a strategy for attacking 
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rural poverty must be realistic in terms of costs and it must have a 

way of resolving implementation problems that have prevented 

"income" or "credit" approaches from having a developmental impact 

on the poorest of poor. The question of costs could indicate an 

approach that elicits a large amount of voluntary local labour, and 

it also seems likely that costs could be reduced by local initiative 

in problem solving and a local responsibility to maintain assets once 

they are created. If this is valid then an approach which stresses 

popular participation in decision making and control appears 

necessary .to achieve structural changes at a cost per unit low enough 

that such processes can spread to encompass large numbers of 

people. Only with such participation can a large portion of resources 

necessary to carry out a widespread attack on rural poverty like 

Malda come in a non-coerced fashion from local people themselves. 

The role of public goods and services would be to break strategic 

bottlenecks so as to further self-actual ising processes, but not to 

set up a centralised system that tells people what to do or makes 

them dependent on government resources to carry things out. 
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