" The authonzea share capital ot the Corporation was Rs.

capital of Rs. 5 crore. The share of the ARDC was guaranteed by the Government of

India. The sources of funds were share capital, issue and sale of bonds guaranteed by
the Government of India and loans from RBIL

25 crore with a paid-up share

Management

It was managed by a Board consisting of 9 members with Deputy Governor of RBI
as the Chairman. Managing Director was appointed by RBI and one more Director
was also nominated by RBI. Three directors were nominated by the Government of
India. Three more directors were elected from among share-holders of State Co-
operative Land Development Banks, State Co-operative Banks, scheduled commercial
banks, Life Insurance Corporation of India and other insurance companies.

NATIONAL BANK FOR AGRICULTURE AND RURAL
DEVELOPMENT (NABARD)

Genesis

ARDC has not made much headway in the field of direct financing and delivery of
rural credit against the massive credit demand for rural development. Its role to meet

_
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al credit through insli.luti.(mal bu'il(lin;;s, tminingl
King, planning and pmvidmg L‘XP(_‘ll‘IhL’ in the dl\{crsc ‘_HSCiPlincg,
ol and insufficient. As a result, s Committees ang
c e piz., Banking C.ommission (1972), Natio‘n.al (;()mx]ncltss'ng'n ;)n AgriCUlllxr@
Cm“"“ss““th'“m" :-t)Rcview Arrangements for Institutional L.rc it "r‘/\gﬂculturc
(1976) and annutlu‘ 1(t RAFlCARD) in 1979 were C()nStlllldL.‘d CRAFICARD under
and Rural Devcl.opmft;3 givaraman, former member of [’1‘ann'mg,‘ Commission were
the chairmanship 0 d 1 the setting up of a national level institution called NABARD
constituted, ,-ccommcl\g ::f Pro(iuclion and investment credit for agriculture and rural

ndi 'fl“tV’c : 1 fa
for ';:lm\ ‘d‘\:‘\i’ ” Pl Lsuancc of its recommendatlons., NABARD came into cx:stepce on
(11:\] tl;Plxé\éq "fhe then existing national level institutions such as Agricultural Refinance
2 July 1952, *

: .~ultural Credit Department (ACD) and
¢ 3 r\l n\cnt CO\' Ori\tlon (ARDC)' AgrlCll . ]
1\1‘:11\[1);’\1;1(:\}:“5 and Cfcdit Cell (RPCC) of RBI were merged with NABARD yv:th a
P‘i‘; up capital of Rs. 500 crore equally contributed by Government of India and

Reserve Bank of India. It operates through its head office at Mumbai, 17 regional

offices, one each in major States, 10 sub offices in smaller States/union territories and

213 district offices.

] > . l.
the challenges of integrated T4

research, policy-md :
of finance Was inadequate

Board of Management

All the directors in the Management Board are appointed by the Central Government
in consultation with RBI. The Board is envisaged with the role of providing direction,
management and supervision of various financial affairs of NABARD. The Chairman
and the Managing Director are the two major top level executives. The Managing
Director is the chief executive of NABARD and he is primarily responsible for the
various operations and performance of the bank.

In addition to Chairman and Managing Director, the Board consists of 13 other
directors and these directors form the Advisory Council of NABARD. Of the 13
directors two are experts in rural economics and rural development. Three directors
are representatives of co-operatives and three from commercial banks. Three directors
are officials of the Government of India and two belong to State Governments.

Sources of Funds

Authorized Share Capital of NABARD Rs. 500 crore
Issued and paid up capital Rs. 100 crore

Other sources are

1. Borrowings from the Government of

Government of India. India and any institution approved by the
Issue and sale of bonds b
Borrowings from RBI

Deposits from State G
) overnments ; _
Gifts and grants recelved nts and local authorities and

y the Government of India

e W

Objectives

As an apex refinancing institution
the farm sector and rural devek)};

. NABARD purveys all types of credit needed 0%
promoting and integrating rural d

e‘\‘}‘:ln t. It is also vested with the responsibility 0
opment activities through refinance. The ban
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,roviding direct eredit ‘f’ any i“'Miluthm or organization or an indivi

§ .\lt*“’ o the .\ppmvni of l.l'w (.v'nlt'.\l Government, It has close lir ln‘ " !n( ividual,

.-'“ll‘lm(.p and imﬁi.‘ih“\‘c(' in ill\'a\l‘l(“l.’ll matters, As an effective ’(’illill l;C\,:,,“f’ithf !(Hl for

v A yment and in formulating appropriate rural development {)lm\'nh;‘ur?d ;;cr)lirrui(r-:l
cies,

o0
‘W»{c! is comarkable.

unction® |

The sctivities of NABARD are presented under three broad categories
‘ " -1 o I
credit activities N

B. Dcvclopmcnlal activities and

C'. Regulatory activities

A Credit Activities
L prpa e for each district annually a potential linked credit plan, which form the

basis for district credit plan
2, It participates in finalisation of annual action plan at block, district and State level

3. It monitors implementation of credit plans
4, It lays down the terms and conditions to be followed by credit institutions in
financing production, marketing and investment activities of rural farm and non-

farm sectors and
5, It provides refinance facilitics as detailed below:

Short-term Refinance

The purposes for which short-term refinance extended are

1. Agricultural production operations and marketing of crops by the farmers and

farmers’ cooperatives, efc.
2. Marketing and distribution of inputs like fertilizers, seeds, pesticides, efc. and
3. Production and marketing activities of village and cottage industries, handicrafts,
handlooms, powerlooms, artisans and other rural non-farm enterprises.

rative Banks (SCBs), Regional Rural Banks

The eligible institutions are State Co-0p¢
ancial institutions approved by RBI. The

R :
Einl\ms) apd commercial banks and other fin
¢ period is up to 12 months.

Medi
" dium and Long-term Refinance
[
Purposes for which medium and long-

L lnv ) ot
me:}itm.em,in agriculture and allied activities such iner g, poultry.
Pig anization, land development, s0il conservation, dairy $ ‘?‘}t’om o ~d market
Ych'gery' P!anmti‘m/ horticulture, forestry, fishery, setting Up © ; 1‘ go-Proccssing,

gms,‘ Ser,‘c“llurt‘. apiculture, animals and animal driven cz:r .ét;g
i m;e;ewlce centres, compost plants, installation of 'Pumﬁlbc b:an(:l SRR O
- ¢Stment activities of artisans, small, scale industries, V1 age

Tes, | .

3, 5, handicrafts, hand looms, power looms €/ -

Clivitee o DalanG, WOOL Y P ¢ rural poor and

4 lrwt.‘stmL i Of.VOIm\mry agencies/ self-help grot s ° S concsrncd with agriculture
ent in share capital/ securities of institution 15 days:

angd )
r ; m O
ural devalanment. The period is up t0 @ maximu

term refinance extended are

as minor irrigation, farm
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efinance
C jon and Rescheduling of R
onvers

' tral calamitios it
{ drought [.\ll\““"‘”r“”"”m“l‘ t'«l n| 1t ‘;,' o Peray,
¢ : ¥ " “ j
Under conditions of ¢ ‘ |‘n‘i|i|it"‘ ’;r.mll‘d for producti ’( ‘ ('1”“ ey of ang -
Al . ¢ . 1 d t . M
¢t short-term ,thl‘-"“.‘ | into medium term refinance, nmln ":I% nstallm,. 5 fapn
‘ Coonverted ) ¢ reschedyle
g “t| wer medium and long term ar ; uled fo,
payment um
Jdue tor repay

'Y 7;
l '/"“T;l }P.

future years

. ce
Criteria and Extent of Refinan , financing e .
{ refinance to any scheme submitted by financing INstitution, are
: g aiy
The critena of reh

. ¢ : > .'. )n.c f ()m l)r()‘;l)‘:ctivp b‘ .
l nica I l\‘ 1 4 P - ' dnd .\dcqll-‘llL re p( S r * be “f
- T - b'lllv ( { lh(, re ]LC "
] ‘ (\h H l Ccasl ) Yy S
Ci.\nl b I

"o

increme income to the
Financial viability and adequate mcrmtu;tal an
repay the loan within a reasonable pcrm; an
= _ s¢ supe
Organizational arrangements to ensure close sup

ultimate borrower b

‘ad

rvision by financing banks.

While all the funds are routed through institutional agf:n'cics, thc:» utti;nate benef;.
caries of investment finance may be indivndufwls, partncr§h'|p'c?ncfcrnf,;j tate owncfj
carporations, co-operative societies, etc. The ultimate beneficiaries o Production cregj

» generally individuals. |
‘m?\S‘:\rt‘;f{‘l‘{l:;'sl'r‘:-jf'i\nl.:]x:lcc ranges from 50 per cent to 10 per cent, the ba}lapce being met
by banks or the concerned State Governments/Government of India in the case of
State land development banks.

The extent of refinance under various activities is as under,

Pilot rainfed farming projects (100%) o
Waste land development schemes where individuals are beneficiaries (100%)
Non-farm sector schemes (outside the purview of IRDP) (100%)
Agro-processing units (75%)

Bio-gas schemes (75%)

All other schemes including IRDP (70%)

Farm mechanization (50%)

Rural Electrification Corporation (REC) (50%).

The rate of interest on refinance and the ultimate

fixed from time 1o time. The banks g€t a margin of 3 p
stipulates bt-neficiary’ S contributio

| N to the project cost
¢ Investment. Sych margin money varies from 5 to 25 per cent according to tf_‘e m’z
of investmeny and the ' Orrowers, Corporate borrowers such as lrrigati

Corporations, Forest Development Corporatio

'0 25 per cent of the

: _ ibution up
: ns, etc., provide higher contribubi
s : Investment cost,

Part from refinance facilities
’ €s to cre
finance 1, e

WS

o &

™ o

lending rates by the banks Aﬁrl;
€r cent to 5 per cent. 'NABk :
in order to ensure his stake

| . 146 direct
dit institutions, NABARD also provides
|) S:»tatv Cm'emmcnts and
1) St‘tto *Ponsored ¢,

octs N
lopment of infrastructure proj

A minor ang medj § =

ton, et NAB RD -

. serVa'
A ‘ um Irmigation, land development, soil cﬂ‘i: share
, Mances State G ibuting to ?
capital of CO-0Operatjy . Overnments for contri
¢ cr
strength, et instituri

. . anclﬂ
ons and thereby improving their fin
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\RD pavs special attention to Monito
_g_x!’.; i proper implementation. It algq un
L - e e .
,,Mf actS where refinance 1s not availed

NG the assiste
dermkes consylt

d projects in order to
from NABARD), ancy work for projects

& celopment Activities
g b

jlowing are the developmental

activities ynd
. . < er
f credit. :

e

ak '
oductive Use O en by NABARD for the

Lmsﬁmtional Development
. 1 helps co-operative banks and RRBs to undert

ake a critical review i
: . SR ) ' _ of their
sperations and come up with development action plans (DAPs) for themsel\('):;11

} enters i.nto memorandfa qf Lmdersta?\dir}g (MOUs) with State Governments an d

w-operative banks, specifying the obligations of each to improve the banks affairs

within a stipulated time

1 It helps RRBs and their sponsor banks to enter into MOUs specifving their com-

nitments and relative obligations to improve affairs of RRBs in sltipu]ated time

it provides finandal assistant to co-operative and RRBs for the establishment of

wechnical and monitoring cells with them to improve the quality of their project

formulation, implementation and project monitoring

. It provides organization development intervention (ODI) through training insti-

mte (Bankers Institute for Rural Development (BIRD), Lucknow, National Bank

staff college, Lucknow, College of Agricultural Banking (CAB, Pune) to staff of

selected RRBs and co-operative banks

It provides financial assistance for the training institute of co—operative-banls

”. It provides training for senior and middle level executives of commercial banks:
RRBs and co-operative banks at training institutes of NABARD (BIRD, Lucknow
and CAB, Pune) .

% E provides borrowers education on ethics of repayment in se

Vikas Volunteer Vahini, efc.

-

-

tn

o

lected areas through

[ Research and Development Fund

. NABARD maintains a research and development g fordqtion and transfer of
? Sup?(’fﬁng operational research projects aimed at upgrac
éﬁ““’bgy from lab to land
} . ‘du‘ﬁng research studies on subjects of to
‘2
3 Oro.
" "Banising national and international i
) *Glects related to rural development and Lgpibs ospective borrower
j Conducting programmes for upgrading skills of pros

3) P"Widing grants to select Krishi Vikas Kendras

» 1 b&nk-
Il S w] V Slil, LfL., On
beml e )

) d(
. . tion Fun otV
» Agnc“lhual and Rural Enterprises Incubalt . innovative
. exible terms

Undey 40 . ] - 10d on f] —_—
Puryj | U fund, assistance is P’ovldCdnking jnnovative

'hh::\an and micro enterprises under

Cawe > A market risks'
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