CHAPTER - T

INTRODUYCTTION

(a) generalioutliné:

- Development of rural sector is one of the main
con¢erns of the successive five year plans in India and social
Justice has been a basic objective of development planning .
More than 76 percent of country's population live in viilagesa
Majority of'them are living under abject poverty, ignorance,
exploitation, malnutrition and unhygienic living conditions.
Ignorance and poverty are the two stumbling blocks in the way
of socio-economic development in rural areas( ). The most
pressing problem is that of improving the economic and so¢ial

life of rural populace who are ignorant of many modern

developments.

One of the major reasons for rural backwardnéss
has baen the lack of financlal infrastructure and nofi-availa-
bility of credit in time at reasonable rate especially to the
weaker sections of the rural community. Schumpeter spoke of
¢radit as a 'phenomenon of davelopment' and regardaed bahking
system along with entrepreneurship as being the key agent in
the process of devalopment(a). The inadequate inStifutioﬂal
finanhclal support in the past forced majority of ruralipopula-
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tion to depend heavily on village mon?y)lenders and they waie

caught under the grlp of indebtaedness .

Realising the true naturs of the problem of yural
cradit, the government of ¥ndia, with the adoption of multi=
agency approach has been following a policy of encouraging the

devalopment of institutional credit structure in rural areas<

(b) gqpqutual distinctions.

In the context of third world country like ours,

'economic development' essentially means rural development. The
definitibn 'rural' is residuary because all over the world, what
s defined is an urban area and whatever is not urban is known
as rural. In India, s settlemeht is defined as urban if it
fulfils either of the following conditions : (a) the piace |
should.enqula statutory label of local government administration
- corporation, municipality, notified area etce (b) the following
three-item-test should be simUItaneouély satisfied H

(i) a population of at least 5000; ,
(11) a density of at least 400 persons per squate
| Kilometre 3 |
{1i1) at least 3/4s of the working males should he -

engaged in non-agricultural occupationse

" Thus, places which do not satisfy the conditions



-3
| : V (5)
either (a) or (b), fall into rural category .

, The term 'rural'’ essentially means an area which .
is characterised by non-urban style of life, occupational
strﬁcture, social organisation and settlement pattern, As’

;‘ Mishra and $undaram put it "Rural is essentially agrlcultural,
its sethlement system consists of villages or homesteads;
socmally it connotes greater interdependence among peoplée, mopre
deeply rooted cdmmunity life and a slow moving rhythm ofvlife
built around nature and natural phenomenon; and occupationally

it is highly dependent on crop farmln%, anlmal enterprises,
trea crops and related activities”.

The word 'developméht' carries a wide variety of

- meaningss  In our context development means "an activity or &
 series of activities §r a prbéess which either improves the
1mmedia£e liviﬁg conditions -~ economic, social, political,
cultural and envigonmahtal, or increases the potential for future
living or both,”

Noﬁ the term "rurai development"” ﬁas also been
viewsd from different perspectives by various séholars, 0010~
logistsg'soc}al 5cientists and institutions. Copp ° has defi=
ned it a process through collective effoyts, aimed at imppoving
- the well-being and self-realisation of people living outside the
urbanised areass He further contends that the ultimate target
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of rural develppment is peoble and not infrastructure and
according to him one of the objectives of rural development
should be to "widen people's ranges of chbices“f The efforgs"
should be towards preservation and improvement of the rqral‘
anv&rﬁnment and rural development planning may be cpnsaived Of
jdertifying the complex of factors which contributes to the

craation change or development of a rural area or communitys

A more comprehensive concept and~method of-rurai_
davglopmenﬁ has been suggested by the World Bank. . Rurai
development has been definaﬂ a8 a strategy to improve the econp=-
mic and social life of a specific group of people i.e. the rUrai
poor including small and marginal farmers, tenants and ihe land-
lessy The report of the Bank says, "A national programme of
rural development should include a mix of activities including
‘projacts to raise agricultural output, create new empioyment,
improve health and education, expand communications and improve
housing sess The nature and content of any development programme
or project will reflect the political, social and economigg)

circumstances of the particular country or region eeceeo®

In the same sequence of thinking, 'rural develop-
ment' would gssentially mean desired positive change in the
rural areas -- both in a quantitative as well as a qualitative

sense. Thus rural dev510pment is an area concept. It is &
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complete term which integratss a variety of human life and.
activitiss which can broadly be classified into the broad
‘dimensiohs of social, economic, techndlogical and naturale.
Rural development means desire& changes in all these dimane
sionéa. But such changes should take place in a mutually

‘ suppoﬁting'relationships so as to generafe organic and optir
muti davelopment, Organic development is one which maintains

haalthy relationships among the various components of a systems.

"Rural banking" in its narrower but precise seéhse,
essentially means Commercial Banks and Regional Rural Banks at
the rural Centres notified as such by the State GovernmentsflO)
Rural banking specially is being perceived wore as “development
banking" than mere lending and accepting dep051ts, as has heen

the qeneral notion connectad with commercial bankinge

The basic concept of 'development bankingi is that
credit is consciously used as a lever 6f development. It is
difficult from lending against individual applications as and
when they come. It assumes anticipation and adoptiqn'of a
plan of action. It calls for initiative and energetic involve- .
ment on the part‘of the bank in developing the potential oppor-
tuniﬁies of the underdeveloped sectioms or sectors, thirough |
selaective and strategic input of credit. The development
banker has to ensure : (i) that his credit institution will
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ﬁéve tailor-made loans according to the nesds of specific
“areas and specific target groups; (ii) that the loans are
linked to the credit-worthiness of the purpose rather than
credit~worthiness of the_borrowersﬁ (1ii) that the loans will
be disbursed as part of an overall integrated programme which
prDVided‘the hecessary backward and forward linkages; (iv) the
Loans éra disbursed in kind to the extent possible towards the
agreed package of inputs and extension service.(ll)
Thus, “development banking' in the context of'rural
development would mean that each credit disbussing agency, besides
disbursing eredit, must estabhlish its credibility with the rural
masses and act as a friend, philosopher andkguide as the rural
masses need to be counselled, gnided, eﬁucéted and enlightened in

_ (12)
numerous ways."

In this chapter, first the background of the study
has been presented on the basis of review of relevant literature.
In the light of this review, the problsm is more specifically

formulated and a methodological framework is set up.

(c) Review of literature.

Ingpresenting the background of the study, the
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éurrent literature related to the problem is first discussed
and the aspects on which this study focusses, highlightéd,
This indicates the need for the study. Current literature’
has dealt with certain aspects of the problem related to tural
developmente Some of the studies in this direction which are
worthmentioning are the study of Bhargava .and Shah, Saha and
Dutta, Pati, Singh et al, Chowdhury and Sharma, Rajput and
Singh; Agarwal, Se Sharanappa, Ge Parthasarathy, Ae. Dutta,

Se Re Sen, KéKeS. Chauhan, Charan D. Wadhva, Se Ce Gupta,

~ Satyasundaram, Se. Pe M;jumder,(?a Ke Chakraborty and A.
Razzaques Bharagava and Shah have made some regional
study -of Terai region of Uttarpradesh on credit needs of small
farmers while Saha and Dutta(l4) have made their study on high
vielding variety program??s?nd problems of finance for emall
farmers in Assam. Pati has conducted a study in Cuttack
Sadar Block of Cuttack district, Crissa on the extent of 16)
financing agriculture by Commercial banks. Singh et al Hhas
made a case study on distribution and utilisation of CO-Oﬁeigﬁ
tive credit in Lucknow district while Chowdhury and Shariia

have worked crop loan systeT in two states, Andhra Pradesh and
8

Punjab. Rajput and Singh in their study enlightened
utilisation of qgr%ig%tural credit in Agra district, Uttar-
pradeshs Agarwal  has conducted a study on the role of

nationalised banks in financing agriculture in the district of
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(20) '
South Kahara, Karnataka State. Se Sharanappa has made some
regiohal-or district study on the economié(gigélopment of rural
areas in Karnataka, while Ge Parthasarathy made some regional
study in the state of Andhra Pradesh on small Farmers® Develop~
ment.

Ae Dutta(zz) has made a study of various issues
and strategies of economic development, while S. R Sen(zs)has
focussed his attention on the strategies of22?ricultural develop~
ments On the otherhand, K. K. S. Chauhan has made some
diagonistic views on problems and poSsibilitiegs?f development
of small farmers in India. Charan D. Wadhva  has conducted
a study on the working of Reglonal Rura%é%§nks in Ibdia with
two case studies in 1980, Se. Ce Gupta has made a gompres~
hensive study on Development Banking for rural development if .
the rural areas of Union territories of Delhi. Satyasundaram
p&esentéd a picture of rural India, identifying the various
~ constraints on rural developments Se¢ P. Mazumder(za)has maae
" a study on the prdblems of farm financing in six villages of
Jalpaiguri District of North Bengal, while S K. Chakravcrﬁ?
has wada a study on the role of rural credit for agricultural
development in the bost—indepahdence period in the hill areas
of Darjeeling district of West Bengal. A. Razzaque(30 has ihade

a comprgheﬁsive study on the role of Financial Institutions in



relation to rural development with special reference to a
backward distrmrt like Malda since natlona11satlon of -
Commarcial banks (1969). None ¢f the studles focussed Speci~
) fically Rural Banking and Economic Development with Special
Reference to Uttarbanga Kshetriya Gramin Bank (a regional hank)
for a Backward District like Cooch Behar. The assumption
>und$r1Yihg the study is that the investigation would reveal the
achievements of rural banking institutions especially U.B.K.GeB.
in the‘light of development banking for rural development of a
backward district like Cooch Behare It is eXpécted that such an
investigation would also provide the guidelines for successful

implementation of rural development programmes.

(d) Bagkground of the study3

Some agents are considered to be Catalyst of -
developments North Bengal especially'Cooch Behar distfict of
North Bengal is a poor and backward area. Cooch Behar 1s a no
industry district, its per capita income is lower than state
average; its rate of urbanisation is lower than both State'énd
All India average; per capita road Kilometre infrastructure is
on¢ of the lowest in India, communication system is extremely
prim;£LVQ; railway lines have a poor mileage; it has a large
scheduled caste population; the proportion of scheduled caste
population is higher than the West Bengal State average; infant
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mortality rate is‘higher than State average; and consequently‘
1t may be treated as a very poor backward rural area of West
, Bengal'andilndias

.if i$ in this context, Cooch Behar district symbo-
lises the poverty of India --povérty in all its manifestationse
No proper attempt has ever been fnade to study its rural develop=
' mental programme and the establishment of regional rural bank
over there has created an expectation among the rural poor who
~are burdened with debt and drudgery. Therefore, establishment
of fegiohal rural bank is an important milestoné in economic |
- history of a backward region. Everybody is intefested to know
‘whether‘this type of "new banking” can bring a sustainable growth.
of a poor rural economy with certain amount of direction, supervi~
sion and finaﬁciai investménts under the control of Natiunaliseﬁ
~Banks« Therefore this type of study is important and to the .
best of our kiowledge the problems and prospects of RRBs have npt
besn satisfactorily studied. In this background we have attémﬁé_
ted to make an indepth study of regional rural bank in a backward
area. The study, it is needless to mention, suffers from
7 var&d& limitations and constraints.  The major éonstraintﬁisna
- dack of proper data and cholce of proper data from mass éf in -
‘essentidl and irrelevant information. Further the study suffers
| from lack of e¢ontact with the beneficiaries in proper time and
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in propeb mood because of lack of communicationss ~Inépite of
these limitations which are known to all researchers we have
attehptéd to study the impact of RRB on rural development so
that its §uccess and féilure can be examined by economic Yard-
stick.sb that QUggestions and recommendations can be given to

improve its functions. It is in this background we havestu-
diad the problem.

(&) Scope of the Study.

At the outset it should be mentioned that the
approéch to rural development is necessarily a "multi-agency",
In other wurds, various agencies are opemating with different
-_;Objéctives and functionss In this multi-agency approéch, regi-
| onal rural bank may be considered as the kingpin of development |
hecause it mobilises the resources and investt it for furai |
devélopmentg Some agencies are biased towards social developn
ment for axample T.C.DeS.. But the RRB wants to change the
ecohomic hasé. It may be presumed like all materialistic inter-
pretations thét changing of economic base alters the superstruc-4
ture, The superstructure includes class-casté'relations.ethnicj
do-ogdinatioh and social, legal, psychological and 1htéliectual
atmﬁgpheré in the rural aresds. Since we consider that BRRB is

a most important engine of growth in rural areas we have CONe
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centrated on the activities of this financial institution more
in comparisdnAto other. Not that other institutions were
overlooked in our study but we have related them to the major
_thrust of the RRB so that a comprehensive and wholesome.ﬁicthe )
| would.emerge. Therefore, there is a certain amount of |
"essential approach" in our study. To a certain extent this
essentialist approach is also reductionist. This me ans that
we have léoked at the problem essentialiy from a financial ins~
“titution like RRB and reduced all other parameters to serve
this'pérticular ends Therefore our scope is to study nof all
financial institutions operating in the rural area but mainly |
the regional rural bank with its diversities of functions and
 complexities of its operation¢ Further we have attempted to
 study an ared which is proverbially backward naméiy 000¢h Behar,
Therefbre the scope of our study is modest namely the-Wbrking
of RRB in Cooch Behar district.

(£) Methodology.

The censQS reports of Cooch Behar and West Behgéll_
(1951-81) have[been of immense uge, Annual reports, official
retords and accounts on rural credit of Cooch Bebar district of
-Uttarganga Kshetriya Gramin Bank,Cooch Behar unit of the West
Bengal State Co-opemative Bank, Cooch Behar district Co-operative

Land Development Bank, Rural Development Agency, Cooch Behar,
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Laad Bank of Cooch Behar (Central Bank of India), different
rural branches of nationalised Commercial .and Regional Banks
and Primary Agricultural Credit Societies have been taken into
ccnsideriation. In many cases, different information have
been collected from the offices of Zilla Parisad, Bureau of
applied and economic research, Cooch Behar, These have been
supplemsnted by the published data by the West Benqal and
Central querhMEHts, several journals, reports, circulatgs éﬁd

other publications of various agencies.

"To study the problems of accessibility and impact
of e¢redit and repéyment performance, a micro-level study consis-
ting of field surwey or sample survey has been conducted. 'qu
‘the purpose, three-stage random sampling has been adopted where
stage=I1 is the choice of blocks from district, stage-II is the
choice'of viilages from blocks and stage=III is the choice of
baffowing households from villages. In the first stage, 12
blocks of the district have heen classified into two categories
viz. developed and underdeveloped. Thereéfter, one block from
each category hés been selec¢ted randomly.. Tufanganj-i_and
Cooch Behar ~ II have beén selected from developed aAd under-
'deva10ped category of blocks respecktively.s 1In the second stage,
fourvvillages two from each selected block have been chosen Just

randomly. The villages are Maradanga and Chhatoa from block
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Tufangand=-I, Baneswar and Siddeswari from block Cooch-Behar=II.
In the £hird stége, a borrowing hous=holds' 1list has baen pra-
pared for each selected village. A total of 200 borrowing
households (50 in each village) have been selected also randomly. -
Finally, relevant information, primary data have been collected
from the borrowers through questionnaires and personal intexr-
viewss The questionnaire preparzd for survey has been givenbin
appendix IXC. |

Data so gathered were tabulated and analysed
through general statistical tools and inte;preted accofdingly; 5
The study also makes use of a sophisticated technique hy the k, ‘
help of Computer = diécriminant analysis = which is mbre accu=
rate aﬁd raliable in segregating the most important factors to
‘study the f@payment behaviour of the borrowers.

(g) Limitations of the Study.

| The study was explanatory in nature. Data,
collacted through multiple channels and sources, are mainly é
combination of primary and Secondafy types. Inadequacy of .
data and lack of initiative from many brantch managexrs of
different banks and officers of different government and Semi-
government'agenc1es in many cases have made the scope of

investigation limited. To get relevant information from the
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borrowers at village level, difficulties of varying nature were
facede Incorrect information from the géspondents in many cases
have put the matter in an ambiguous situation. Moreover, the
apprehensive and evasive nature of the village people seemed to
be a greaﬁ difficulty in the way of getting meaningfui colle¢tion
of Primary data from field survey. The existence of widespread |
illiteracy and ignorénce appeared to create problems in getting
precise'infdrmation. But most of the difficulties were over-
come with the help of panchayats, local people, schooi teachers
and students. In some cases, the branches of regional rural
banks and co-operative societies wére visited to varify the

facts relating to credit obtained/indebtedness as reported by
the respondents.

For avoiding many complexities, summary descrip-
tive statistics has been used whereever it was found useful, The

entire work has been motivated as pésitivist and diagonisticvin
natyra.

(h) The Schematic Arrangement,

Keeping in view the objective of the study the
thema of the research work has been chapterised as follows:

ey
10,;03 Seanl BIRGAE
s LIGEBIY
Sy epPEE
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Cha;ter_: starts with introducing the problém. It is followed
5y ovéfview literature. The background of tﬁe study is dig=
cusséd in the light of the National Poliecy of E conomie Devalop~
ment éf India with proper emphasis on the objective of the
sixth five year plan. The scope of the thesis,methodology
applied in research wprk and the limitations of the study havé
been duly considered.

Cha te;_II gives a physical description of the research afea
1494 Cooch Behar identifying its location and boundary, admi=
nistrative ynits, soil, climate etce The short history of the

digtrict as an administrative unit has also been discussed.

Chapter ITI discusses population and poverty of Cooch Behafq

The main discussion centres around the growth of pobulation ovar
hundred and ten years alang with immigrants fgpm across the
neighbouring international border i.e. Bangladesh. Urban-rtiral
composition, Male-Female ratio, composition of scheduled c¢aste
and tribe population, density of population, literacy level aetc.
have been taken into account for purposeful discussion. Per
capita income, transport infrastructure, electricity consumption,
occupational distribution have been discussed in order to reflect
thq dagrea and magnitude of,p0ver€§ or backwardness of the
regione Urbanisation and nature of cottage and small—scalé

industries have also been discussed in this context.



-)7-

Qﬁaptgg,lvléﬁalyses the nature of Agriculture and land revenue
sattlements in éooch Behars The different aspects of aéricul-
tura'like land revenue settlements, land utilisation pattern,
cropping pattern, growth rates in area, yield and production of
principal c¢rops including tobacco have been discusseds Different
‘constraints of economic development such as insufficient use of
fertiliser and lack of irrigation have been brought into limes
light.

Chapter vldeals with the growth of Banking Institutions in the
perspective of All India Level, State Level and Cooch Behar
district level, and their policies towards rural development
with special reference to the region. - The growth and polj-
¢cies of diff=rent nationalised commercial banks, regionalvrural
bank like U.BeKeGeBe, the Cooch Behar uﬁit of the West Bengal
State Co-operative Bank Ltd., and the Cooch Behar co-operative
Land Development Bank have been discussed. It is worth-
mentioniing here that the growth and policies of UBKGB (a regio-
nal rural bank) towards economic development have been dise |

cussed in greater detailse.

Chépﬁer,VI emphasises the role of banks (regional, commercial

and co~operative) in relation to ecoromic development with
special reference to that of a backward district 1like Cooch

Behar and makes a critical evaluation of performances of the
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different banks towards the rural poor. A special discussion
ot co~oparative movement of Cooch Behar district has also been
madés Various recommendations and suggestions made by different
commissions set up by the Government and Reserve Bank of India

from time to time have been dealt with.

Chgptgr vxi has been used specially for the priority sectors.

The peculiar characteristics of the priority sectors and their
importance in the economy of Cooch Behar have been: carefully

analysed. In this connection, the role of regional rural bank
(UQB&K#GQB) and othervcommerciallbanks in lending priority sec~

tors of the region has been critically evaluated.

Chapter VIIi is mainly concerned with the working of SFDA/DRDA
and the sample survey conducted by A.P.O. (monitoring) DRDA,
Cooch Behar, However, some problems relating to the peculia-
rities of rural people have been discussed in the light of the
perfofmahce of regional rural bank and other nationalised
commercial banks. In this chapter accessibility of credit and
impact of credit, performances of village adoption scheme and
specialised branches have been discussed. 'The urban bias of

commercial banks and problems of rural credit are also enlighten-
ed hereo

ghqpter IX analyses the problems of repayment of 5ank loan in
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Cooch Behar regione To study the problem in-depth ahd to arrive
at any generalisatioh, the Chapter has been divided into two
sections viz. section-I and section-II, Section-I analyses the
recoverylperformances of different rural branches of Nationalised
Commercial Banks and Uttarbanga Ksheiriya Gramin Bank ( a regional
rural bank), co-operative banks and agricultural development |
branch of State Bank of India, so far at macro level. SactidnnII

analyses the repayment performance at micro level consisting of
field surway or sample survey.

Chapter X makes an attempt through the application of discrimi-
nant function to highlight the factors that stand out in dgter—
mining repayment performance behaviour. As repayment perfor-
mance behaviour of the beneficiaries depends on a very wide
variety of factors, the knowladge of their relatiQe strength in
determining this behaviour is of paramount significance for the
policy makers and planners.

Chapter XI presents some conclusions experienced from the entire

study and also gives some tentative recommendations for thé
propey economic development of the rural poor with the help of
banking institutionss
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