Banks neglectmg the poor

: Chacko
r I “he remmmandatmns eserve Bank p:me] on prmnty
sector lending are ' sing the banking community
w1th a sense of duty towar r. The panel, headed by Mr M.

V. Nair, Chairman, Union Bank dla, has recommended
following: The 40 per cent norm mmty sector Iendmg hall be
extended to foreign banks operat

exports and 15 per cent for mi ' its agrmu

activities shall b granted ﬁnam:e to the extent of 1§

'of total bank finance; '

Priority sector classifications and lending norms underwent
changes over tim | trade, small business, road'and water
transport operators, rofessional and self-employed, education
loans and housing loans entered this group.In the 70s and 80s, the ;
Central and state governments and the RBI implemented many
: n schemes through the banking
stem. Leadhank cheme service area appmach,

ntand empioymen
; re some of these. Pres
various quarters, ]:fowever led to 1rreguiarmes in
1dent1fymgthe i

~ asset classification come recognition and capital
adequacy were adopted to align o0 ems with mtematlonal
standards. Safety of funds and profitabili ar
and the so-called priority sectors I _; ly lost their pride of p}ace
Later, when the Central Government reduced its capital share in the
public sector banks and issued their shares to the public, the banks”
attention shifted to higher profits. Some of the steps taken by RBI
and the Government during the years also helped the bankersto
dilute their role in direct lending to the priority segments. Treating
investments in certain funds of NABARD/SIDEBI as lending to
agriculture and small-scale industries, and treating loans to NBFCs
for onward lending to priority sectors as priority sector advances
were among the new developments.

BANKERS’ DILEMMA :

As on December 31, 2011, priority sector advances stood at Rs
12,75,920 crore, out of which Rs 4,60,638 crore was towards
agriculture, and Rs 4,82,543 crore was towards MSE sector.
Considering the total credit of R 45,20,176 crore outstanding in the
banking sectar, the shares of the above sectors in percentages work

Jout to 28.23,10.20 and 10.68 only. Last year witnessed the lowest

| growth mbank credit in recent years, Y-0-Y growth as on
December 31, 2011, was only 15.4 per cent. Priority sector advances

'1mprpved just by 5 per cent. Clearly, there is room for i nnprovement o

(The rmther is a _farmer Dy. General Manager of .S‘yna‘zcate Bank.)




