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heport of the Sub-Committee of the Central Board 
of the State Bank of India on the Expansion· 
ProGramme of the State Bank of India and its 

Subsidiaries. 

C H ft P T E k - I 

INTLODUCTION 

The State Bank of India was established on ~he 1st July 1955. 

The statutory obli~ation of opening 400 branc.hes within a period of five 

years from that date has been fulfilled by it. In fact, on June 30, 1960, 

the total number of branches opened during the quinquennium thus ended 

was 416. With a view to examining the effects of the expansion • 
-. 

programme already implemented and making suggestions for the bra~ch 

expansion of the State Bank of India and its subsidiaries during the next 

quinquennium, 1960-1965, in the liQht of all reievant considerations, a 

sub-committee of the Central Board of the State Bank of India was 

constituted consisting of the foilowing members:-

(1) Prof •• D. G. Karve Chairman 

(2) Shri B. Venkatappiah Member 

(3) Shri K. P. Mathrani II 

(4) Prof. D. r.. Gadgil N 

. (5) Shri M. H. Hosham Premji " 

Shri N.A.Krishnan, Secretary and Treasurer, Bombay and 

Shri G. B. Kulkarni, Economic AdviSer, also attended the Meetings and 

generally assisted the Sub-Committee. 

2. The following were the terms of reference: 

(a) teview of the workiny of branches already established 
in pursuance of -

(i) the Imperial Bank programme commencin£ in 1951 and 

(ii} the State Bank programme commencing in 1955 

with reference to matters such as deposits, advances, 
profit/loss etc., as also the effect on the economy 
of the areas of their operation. 

,. 

(b) Need for branches in different areas from the point of. 
view of bankin£, remittance, treasury (cash work} and 
other facilities for the public and Government. 

(c) Position rerardin£ the Integration and Development Fund 
and other funds or sources from which losses may be met. 
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(d) Possibility of effecting reduc~ion in overheads or workin£ 
e"p~nsesj 

• (e) Examination of the Bank's existing staff resources for 
mn~nin~ the supervisory posts at branches to be opened 
and at other offices. 

(f) Lecruitment and training of. staff with a view to ensuring 
a phased supply of sui table personnel for manni.ng the new 
branches. 

· The fi.rst meetinQ of the Sub-Committee was hl:'ld on the lOth 

August l960. Thereafter there have been a'meetinss. 
' . 
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C H h P T E h - II 

· hEVIEW OF BLM-K;H EXPJI.NSION PfiOGhMIMES 

Accordin£ to the terms of reference we are concerned mainly to 

review the working of the branches of the Imperial Ban~ and the State Bank 

opened under their respective expansion pro£tammes, to assess the 

difficulties that have been encountered by them in the matter of 

recruitment a11d trainin~ of 'staff, to examine;the bank's existing staff 

resources, to suggest w~ys of effecting economy in the running of 

branches and thereafter determine whether it would be desirable to 

l~P.mch a fresh expansion programme, and if so, of what size. Such a 

p;:ograrnme would include branches to be opened by the subsidiary banks 

also. 

We may first review the expansion programmes already carried 

out by the Imperial Bank of India, the State Bank of India and the 

subsidiaries of the State Bank of India. 

(1) Imperial Bank of India. 

In the context of·the extension of banking facilities in the 

rural areas, the Rural Banking Enquiry Committee (1950) had observed 

that in view of the services which.the Imperial Bank, as the agent of 

the fleserve Bank, would be able to offer to other banks and co-operative 

institutions in respect of remittance of funds, keeping of accounts and 

exchange of notes and coin, an increase in the number of its offices 

would be desirable in th1) interest. of the rural nr•~as as well as of 

the banking system as a wholP, The Committee's recommendations in 

reprd to the expansion programme of the Imperial Bank were as follows:

" •••• there are at present 274 centres where the turnover 
on Government account exceeds hs.64 lakhs per annum but 
where the Government cash work is not being' manared by 
the Imperial Bank. At fifty of these centres the Imperial 

· Bank has alrendy got an office. In addition there are ·six 
places where the Imperial Bank is managing the cash work 

· of the treasuries but not that of the sub-treasuries. At 
these centres there should not be much difficulty for the 
Imperial Bank to take over the ·cash work. At the remaining 
centres, we suggest that the Imperial Bank and the ~es~rve 
Bank should jointly investigate the business potentialities 
and if sufficient general business is available to enable 
the Imperial Bank to cover from one-third to one-half of 
its overheads, arrangements should be made with the 
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Imperial Bank to open branches or treasury ~ay offices and 
toke over the cash work within the next five yeats. There 
may also be oth~r places where the treasury turnover may 
not be larQc, but the p·otentialities of rcnera1 bankin£ · 
business may be sufficient to ~arrant the openin{: of on 
office of the bonk. Th6 fcosibility of openin' branches 
or offices at t.hesr! centres should also be examined in .th'e 
light of the representations made by the Provinci~l Govern
ments and business interests." 

Followinr these recommendations series of discussions were held between 

the tes8rVe Bank and the Imperial Bank with a view to exploring the 

possibilities of opening additional branches of the latter on the lines 

proposed by the Rural Banking Enquiry Committee. As a result of the 

discussions, it was agreed by the Imperial Bank of Indb, that, having 

rog~nd to administrative nnd financial implications of the 0xpansion 

programme, it would open 114 additiortal branches within a period of 

five years (from the 1st July 1~51 to the 30th June 1956) at district 
' 

treasury ce.ntres anq sub-tr;}asury centres which were relatively 

important from the point of view of population and turnover on Government 

account. To enable the bank to open the branches as expeditiously as 

possible, the State Governmf~nts and the Central Government were requested 

to render all possible assistnnce to it by woy of acoommodation, police 

guards, security arrangements, etc. As it was not expected that most 

of the branches opened under the .programme would be self-supporting 

within a short time, it was agreed to offer by way of incentive to the 

bank a special rate of turnover commission i.e. !/16th of 1.% in 

respect of the cash transactions conducted by these branches on behalf 

of Government. Durin£ the first four years from tha 1st July 1951 to .. 
the 30th June 1955, the Imperial B~nk opened only 63 branches out of 

th~ stipulated 114. The: balance of 51 was token ov~r by the Stat;~ 
I 

~i•Hlk when it came into existence on the 1st July 1955. 

(ii) State Bank of India. 

The whole question of extension of banking fJcilities to rural 

and semi-urban areas was once again examined by the Committee of 

Direction of the All-India hural Cr2dit Survey in 1954. The Committee 

considered that the expansion prorramme of the Imperi:Jl Bank by itself 
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rvpiL•sented only a smnll pnrt of the task which yet remained to be 

:1chieved and recommended 

"the creation of onv strong, integrated, State-sponsored, 
State-partnered camm()rcial br:nkin~ institution with an 
effective machinery of branches spread ov0r the wf1oie 
country, which, by further expansion (includinr further, 
but minor, amalrDm~~tion wher•.! necessnry) cn•t be put in a 
position to take aver cash work from non-banking treasuries· 
and sub-treasuries, provide vastly extended remitt3nce 
facilities for co-operative and other banks, thus stimulatinr 
the further establishment of such banks, and, tenerally, in 
their loan operations, in so far as they have a bearing 
on rural credit, follow a policy which, while not deviating 
from the canons of sound business, will be in effective 

consonance with nntional policies as expressed through the 
Central Government and the lr~serve Bank." 

Following these recom~endations, which were generally 

accepted by the Eeserve Bank of India and the Government of India, the 

State Bank of India Act was passed, the pre~mble to whi.ch says that 

" ••••• for the extension of banking facilities on a large 
scale, more particularly in the rural and semi-urban areas, 

and for divers other public purposes ·it is expedient to 
constitute-a State Bank of India, and to transfer to it 
the undertaking of the Imperial Bank of India ••••• " 

The State Bank of India wus accordingly constituted on July I, 

1955. Section 16(5) of the Act lnys down the req~irements already 

mentioned, viz. that the Stato Bank of India should open not less than 

400 branches within a period of "five years beginning from the 1st July 1955 

or such extended period as the Central Government may specify in that 

behalf. Moreover, it was stipulated that the places where such 

additional branches were to be established should be determined in 

aceordnnce with programmes drawn up by the Central Government from time 

to time in consultation with the heserve Bank and the State Bank. 

Following this statutory obligation, the State Bank, as stated before, 

opened 416 branches within the specified time schedule. 

Workinq results of the branches: We have reviewed the working of the 

brnnches opened in these different places on the basis of the material 

r~udily available and to the extent it has a bearing on our terms of 

<2fcrcnce. This is given in Appendix I. The broad trends revealed are 

n s follows:-
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(i) The net working results of the 63 branches opened by the 
' . 

Imperial Bank of India in pursuance of the liural Banking Enquiry 

Committee's heport show gr;::du::Jl improvement on the whole. At the end 

of 1?59 the net profit on account of 61 of these blanches was Ls.l:67 

lnkhs. 

(ii) The State B3nk of India opened 416_branches during the years 

1955-60. 

(a) 1st July 1955· to 31st December 1955 - ~~0 
(b) 1st January 1956 to 31st December 1956 46 
(c) 1st January 1957 to 3l~t December 1957 - 91 
(ti) 1st January 1958 to 31st Dt)Comber 1958 - 105 
\e) 1st January 1959 to 31st Dcc0mber 1959 97 
(f) 1st January 1960 to 30th Jun"' 1960 57 

416 

The 416 branches open·~d by the State Bank of India comprise 

(i) 79 branches opened at district treasury centres, 
(ii) 305 branches opened at sub-treasury centres, and 
(iii)32 branches whe~e there are no treasuries or sub-treasuries. 

There were 1014 non-bankin~ sub-treAsury centres in Part 'A' and 'C' 

·States at the time the ~tlral Credit Survey Committee P.eport was published 

and the Committee recommended in effect that, for the time being and 

subject to review after the initial period, one out of every 5 non-

banking sub-treasury centres should be covered by a branch of the State 

Bank. It is of interest to note that the number of new branches opened 

by the State Bank of India at the sub-treasury centres works out to 

about one branch for every 3 non-banking centres. All the non-banking 

distric_t-treasury centres, except 13 (which include a few newly created 

District headquarters after the lieorganisation of States), have also 

been covered by the branch expansion programme of the State Bank of 

India. Out of the 422 new branches opened till Soptc~er 30, 1960, 

382 were in places with a population of less than 50,000 and out of these 

274 were in places with a populatio:t of less than 25,000. While the . 

branch expansion programme has thus been quantitatively satisfactory 

in terms of the initial phase contemplated in the Act, in matters of 

staffin~ and organisational reform much has yet to be done both to 
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consolidate the present position and to prepare for a further programme 

of expansion. 

The total deposits of the new·branches opened by the State Bank 

of India which were located mostly In rurai and semi-urban nr~as 

increased from r~s.0.56 crorc on the 31st December 1955 to Us.29.32 

cxor~s nt the end of 1959. At the samo time, t_he credit extended by 

the new branches increas•)d from hs. 0.13 crore as on the 31st December 

1955 to ~s.9.04 crores at the end of 1959. There has been a progressive 

. increase in the deposits at the branches opened by the State Bank of 

India in the rural and semi-urban areas ·and with the increasP. in the rate 
' 

of interest on the savings bank d~posits, it would be possible for the 

branches of the bank to attract more deposits. Moreover, the economic 

development which is likely to take place in these areas as a result 
-

of the Plan will imply not only increasing need for credit from the 

new branches but increasing local response in the form of deposits. Owing 

to the short time at our disposal, it was not possible to undertake a 

detailed survey of the effect of the working of these branches on the 

economy of their area of operation. We consider that continued and 

sustained efforts should be made to ensure full development of the 

business potentialities of these branches. 

The profits ·and losses of these branches since their 

inception were as follows: 

(In lakhs of rupees) 

Total profits Total losses 
of profit of loss moking 
making branches branches 

Net loss* 

1955 (July to 2.89 2.89 

1956 
1957 

1958 
1959 

December) 
0.51 
4.77 

11.78 
25.95 

-------
Total: 43.Ql 

-------

9.13 
28.68 
53.03 
70.22 

----------163.95 
------·--

8.87 
26.19 
47.96 
56.18 

142.09 

• Allowance beinQ made for reduction in profits 
of neiQhbouring branches. 
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(ili) Subsidiary banks 

The expansion prr.gr::lnme of the State Bank of India was 

cudined mostly to the former Part 1 A' and 1C1 States because it was 

thought that the increase in bank~~Q facilities in the territ~ries 

of the for~er Part 'B' States shouid be achieved through an increase 

in the number of branches of the State-associated banks mostly operating 

in those areas. On the 4th March 1959 when the State Bank of India 

(Subsidiary Banks) Bill was introduced in the Lok Sabha, there were 16 

district treasury centres and 508 sub-treasury centres in the former 

Part 'B' States which were not served by either the branches of the 

State Bank of India or any of the State-associated banks. Since then 

up to the 30th June 1960 these subsidiary banks have opened branches at 

3 district treasury centres and 42 sub-treasury centres. 

As on the 1st July 1960 there were 317 branches mostly in 

the territories of the former Part 1B1 States and since then and up to the 

31st December 1960 tte subsidiaries have opened 19 branches thus·bringing 

the total number of branches to 333 (three branches were closed durin~ 

this period). As most of these branches were opened in the year 1960 

and have not yet completed a full year of their workin~, it is not 

possible at this stage to state anything about their earning capacity. 

The two major difficulties which the Imperial Bank and the 

State Bank as well as the subsidiaries have ha~ to encounter in the 

matter of opening branches were the shortage of suitable premises and 

the dearth of experienced supervisory staff who could be entrusted with . 
the charge of the branches. For these reasons the pace of expansion was 

rather slow in the beginning but it gained momentum dur~ng the later 

yens when efforts were madc to get over the difficulties. These 

feJtures will have to be kept ir dew while chalking out the programmes 

of expansion for the next five years. 
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c .H A P T E h - III 

NEED FOF Bh\NCH EXPANSION 

Our approach to the question is set out in the terms of 

reference themselves. Term (b) mentions the considerations which 

nocessitate branch expansion and terms (c) to (f) indicate the factors 

which have a bearing on· the number of branches to be actually opened in 

the sense that the programme might have to be modified or curtailed in 

the light of those factors. In other words, branch expansion is needed 

for certain definite reasons but is limited.on account of financial, 

administrative and other considerations. 

While assessing.the need for opening more branches various 

criteria are to be taken into consideration and due weight has to be 

given to one or more of the several factors. The first point, of 

course, is that the"State Bank would normally expand where business 

immediately available in the form of depositsr advances, etc., would 

justify such a course. Apart from this, there are certain other . 

considerations of public int~rest which would have to be taken into 

account in determining .the pace of the expansion pro~ra~e of the State 

Bank"of India and its subsidiaries. In addition to the usual criteria, 

viz., population, turnover on Government account, adequacy or otherwise 

of banking facilities, etc., the following factors will also have ~o be 

taken into account: 

(i) Extension of remittance facilities, 

(ii) the need to establish branches of the State Bank of India 
at "sub-divisional" centres in the sense in which the 
terms has been used in the l.ural Credit Survey Committee 
f,eport, 

(iii) providing suitable banking services to co-operative 
marketin£ and processing societies, 

(iv) offerin2 financial services to small scale industries, 
and 

(v) mobilization of savinss. 

(i) Extension of remittance facilities: 

The need for adequate and enlarged remittance facilities 

c.:~nnot be over-emphasised. This was recosnised by the l.ural Banking 
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Enquiry Committee and subsequently stressed by the hUral Credit Survey 

Committee, FollowinQ the recommendotions of the fiural. BankinQ Enquiry 

Committee the rates of remittance charged to scheduled banks and co-

oparative banks have been reduced considerably, Facilities for free 

remittances have been enlar~ed from once to thrice a week in respect of 

trnnsfer of funds by the banks ·from up-country centres to their head 

offices. Further, with a view to encouraginQ tne flow of funds from 

the bigger towns and cities to the rural areas, the State Bank and some 

of its subsidiaries have also been extendinQ to co-opcrotive institutions 

remittance facilities in the "reverse direction". The total amount of. 

remittances issued and encasbed by the new branches of the Imperial Bank 

of India increased from lis.0.49 crore in 1951 to Rs.l26.69 crores in 

1955 and to Rs.228.76 crores in 1959, The total remittances issued as 

well as encashed by the new branches of the State Bank also .increased 

from hs.6.31 crores in the second half of 1955 (Rs.l2.62 crores annually) 

to l;s.49.75 crores in 1956, Iis.l55.95 crores in 1957,.F.s.318.25 crores 

in 1958 and Rs.567.43 crores in 1959. Remittance facilities are avail-

able only from places where currency chests have been established, It 

has, therefore, been the policy of the Reserve Bank to establish currency 

chests at all the new branches of the State Bank of India and its 

subsidiaries·so that remittance facilities on a vastly extended scale 

could be provided to the banks and the public, All the 63 branches 

opened by the Imperial Bank, the 416 branches of the State Bank of 

India and quite a large number of the branches of the subsidiaries 

which have adequate strong-room and security arrangements have been 

provided with currency chests. Establishment o~ currency chests and 

consequently the extension of facilities for remittance obviate the need 

for physical transfer of cash from one centre to another. This process 

helps commercial banks to oo to centres where otherwise they would not 
~ 

have ~one. Provision of cheap and adequate remittance facilities is, 

therefore, one of the considerations which should be taken into account 

in the determination of the expansion programme of the State Bank of 

India and its subsidiaries. 
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(ii) Need to establish branches of the State Bank of India 
at the sub-divisional centres: 

In re~ard to the extension of banking facilities to district 

treasury centres and sub-trea.sury centres where there were no branches 

of the Imperial Bank or nny of the State-associated Banks, the F.ural 

Cr~•lit Survey Committee recommended that all the non-banking district 

tr;JJsury centres should b•) covered by the eltpansion programme of the State 

il<~nk of India. As regards the sub-t~easury centres the Comlnittee 

recommended that one branch should be establish~d at each oi the 

"sub-divisional" ~entres for every five noh-banking sub-treasury cientres 

in such a way that it might serve five ciontigu~·~s Talukas and, therefore, 

five sub-treasury centres which are not far distant from one another. 

The expansion programme of the State Bank of India carried out so fat has 

covered almost all district treasury centres of Part A and C States. 

Further a large number of sub-treasury centres which are relatively 

important from the point of view of population and Government's cash 

business etc. have been covered. It is observed, however, that .there are 

still a few sub-treasury centres (about 50) in Part A and C States which 

from the point of view of their locrition could be regarded as centrally 

situated with reference to a Qroup of Talukas but ~here the branches of 

the State Bank of India have not been opened so far. It is important 

that these centres should be covered by the future expansion programme 

of the State Bank of India. The names of these centres arc given in 

Appendix II. 

(iii) Providing suitable bankina services to co-operative 
marketing and processino societies: 

The State Bank has boen renderinG valuable service in meeting 

the financial requirements of commerce and industry. It has also been 

performing the important function .of providing finance to banking, 

processing and marketing institutions in the co-operative sector. While 

. the co-operative institutions depend primarily on their own financin~ 

agencies, the varied demands of co-operative societies are increasinQ so 

fast that co-operative central financing agencies can no longer meet them. 
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T~is is true especially in reg<l):'U to the workin£ capital n~cds o:.: co-

op.~rative processing and m'.lr!:c-:.ing societies whose numter and financial 

requiiemer~;.s are steadily increos:ng. This fact hus been fully recognised 

by the Ad :.oc Committee on the "Iiole of the State Bar.k of India vis-a-vis 

Co-operative and Agricultural Finance" set up by the Reserve Bank of 

India in March 1957. The Com~ittee recommended that -

" ••••• in those States where co-operative banks are able to 
command sufficient resources for financing co-operative 
marketinQ and processing units, e.g., Andhra., Madras and 
Bombay, and where the financing of these activities is 
already taking place without much difficulty, it is only 
natural that the State Bank's role in this context need 
not be as large as in other co-operatively less developed 
States. In other words the State Bankas participation will 
be for the definite purpose of adding to the re~Jurces 
hith·~rto available to the sectors of co-operative marketing 
a!ld p;:ocessing i and. the need for such supplementing of 
resou~ces arises particularly in States where the co-
opora• . .'.ve banking structure is weak and unable to meet the 
ne·]ds of agricultural production credit as wall as marketing 
credit adequately." 

Following thes9 recommendations, the State Bank whic~ had 

already adopted a 'oliey o~ responsiveness to co-operatives, put into 

oper':lt!o~ a sp~ci41 scheme for financing co-operative marketing and 

p~ocessi!'lq societies under which the limits sanctioned and the amounts 

outsta~~ing have steadily risen fro~ Hs.l.45 crores and Rs.l.20 crores as 

on the ~Oth :.une 1958 to Rs.7.57 crores and i~s.3.58 crores respectively 

as on the 28th February 1961. It has also ~r1nted advances against 

ware~ouse rece~p~s, the outstandings as on tne 28th October 1960 being 

hs.56.44 lakhG. The relative si£nif!~ance of these figures will be 

properly rpp:aised if it is compared to the figure of Ls.l.41 crores 

tvhi~t is the total of advances against warehouse rece1pts made by all other 

sch.::d..:led b<?nks. It is expected that during the Third Five Year Plan 

per; .. Jd the nunher of co-operative borrowers, and the size and variety of 

t~eir demands will go on increasing. In future, the need for the State 

3an!t to make loans to co-opera~i·;es will thus increase much fastl;i in 

tile Third Five Year Plan per::.od, The programme of brar.ch banking to be 

chalked O\•t for the next few years ~ust necessarily take ~nto account this 

prospect. C~vio~s:y, the existence of a branch of the State Bank within 
• 
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a reasonable distance from a centre of co-operative marketin£ and 

processi~g societies, would greatly assist their progress. 

It may be added that advances against paddy and rice, wheat 

athl other food grains granted to co-operative marketing and processinQ 

soci;:ties ~l"L' ~lX0mpted from the directives of the Reserve Bank which 

impose :1 ceiling on such advances mad<~ by the bnnk 

(iv) Offering financial s~rvice to small-scale in~ustries: 

Small scale industries have an important place in the economy 

of the country, With the rise in the tempo of development, the Qrowth 

of small scale industries has also gathered considerable momentum and 

in the 1hird Plan period, the scale of effort will clearly be further 

broadened and intensified. In i~pril 1956, the State Bank of India 

introduced, at a few selected centres, a_pilot scheme for assisting small 

scale industries, u~er which the lending rules and practices of the 

bank were considerably iiberalised in favour of these industries. 

Since thP. 1st January 1959, the scheme has been operating at all the 

branches of the bank. During 1960, the bank instructed its subsidiary 

banks also to adopt the broad principles evolved in the liberalised 

sch0m0. The State Bank of India has ussisted 2,451 small industrial 

units by sanctioning credit limits up to Rs.7.62 crores, the amount 

outstandin~ being Rs.3.66 crores at the end of Decenmer 1960. The 

subsidiary banks have sanctioned credit limits amounting to Es.2.67 

crores to 364 small industrial units, the amount outstanding being 

Ls.l.l4 crores as on that date. 

During the Third Plan period, it is proposed to set up 300 

new industrial estates of varying sizes in small and medium-sized towns 

and selected rural areas. Out of the total outlay of Fs.250 crores in the 

public sector provisionally suggested in the Third Plan for the develop-

' ment o! village and small scale industries, estimates in regard to small 

scale industries and industrial estates stand at fs,l07 crores. It is 

quite likely that at many of these places, they will find it difficult to 

~et the necessary banking and remittance facilities. Branches of the 
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State Bank of India and its subsidiaries must therefore continue to be 

opened w~crever a reasonable prospect:of being of use to·a sufficiently 

large number of industrial units justifies the settinQ up of a branch. 

(v) Savings: 

The mobilization of savings is an integral part of the 

formation of capital. As a result of the increas~ in the national wealth 

there is, we believe, a larger capacity on the part of the community to 

save. If it is necessary, as a deliberate aim of the rural development 

policy, to encourage industrial groWth in as many areas as possible, it 

is also essential that savings in the rural and semi-urban areas should 

be .mopped up to the farthest extent possible and channelled into 

industries through the banking system. In the initiation and fulfilment 

of this effort, t!1!) State Bank and its subsidiaries. through their branches 

must play an increasingly important part, 
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CHAPTEI\-IV 

FINA~E AI\D Of.GANIZATION 

FosiUon regarding Inter:ration and Development Fund: . 
The State Bank of India ~ct provides that the bank.shall 

maintain a Fund to be known ns the Integration and D~velopment Fund i~to 

which shall be paid the dividends payable. to the Eeserv~ Bank on such 

sh:~res of the State Bank held by it as do not exceed 55 per cent of 

the total issued capital and such contribution as the heserve Bank or 

the Central Government may make from time to time. ~s most of the 

branches to be opened under the expansion programme would be at centres 

where it would take some time for these branches to be self-supporting, 

it is also provided that the amount in this Fund shall inter alia be 

applied for meeting the losses in excess of such yearly sum as may be 

agreed upon between the Reserve Bank and _the State Bank and attributable 

to the branches opened under the expansion programme of the State _Bank 
. 

of India. Under the existing arrangement agreed upon between the 

hes0rve Bank of India and the State Bank of India, out of the net loss 

(i.e. total loss less profits of the profit earning branches) of the new 

branches opened since the 1st July 1955 1 the State Bank of Indi<J ~ears 

losses every year equal to a sum of Rs.l5 lakh~ plus 20% of suph losses in 
excess of that amount. The rest of the losses 
~re met from the Integration and Development Fund. The net losses 

incurred by the new branches of the State Bank of India from the 1st 

July 1955 up to the end of 1959, amounted to Es.l42.09 lakhs of which 

hs.68.27 lakhs were debited to the Integration and Development Fund. 

The balance in the Fund at the end of 1960 stood at F.s.l.98 crores. 

With the constitution of the subsidiary banks it has been 

agreed that the losses that may be incurred by the subsidiary banks in 

the opening of branches under their planned expansion programmes should 

also be met from out of the Fund. Under the agreed arran~ement the losses 

of these !lrancheE :1re to be met in their entirety from the Integration 

and Development Funtl initially for a period of 5 years from the dates of 

their opening an:l thereafter on a tapering basis for the next four years 
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EO thnt from th~ tenth year of their openinQ the branches concerned will 

not be entitlad to any subsidy from the Fund. The details of the 

.~rrangements with the State Bank of India and the subsidiary banks are 

r.iven in Appendix III. 

We would emphasise that the subsj.dy from the Inte~ration and 

Development Fund to the State Bank of India should not, in the interest 

of a sound programme, be envisaged as continuing indefinitely. This 

implies that in the selection of new places for branch expansion one of 

the main considerations should be that the branch is likely to show 

improvement at t.he end of., say, 5 years and to be self-supp~rting by the 

end of the 9th year. While we appreciate that it will not be possible 

to apply this formula in strict quantitative terms, it gives a good 

enough indicate of one of the important criteria which in our.view 

should Qovern the composition of the next programme of branch expansion. 

Possibility of effecting reduction in the overheads 
of the workino expenses of branches: 

The State Bank of India has been making efforts to bring 

about a reduction in the overheads or the working expenses of its new 

branches. The major item of cost in the running of a branch is the 

establishment charges which for a new branch used to be of the order of 

hs.45,000 per annum in the Bengal Circle. As a result of vatious · 

measures, the cost per new branch should come down to fis.32,000 per 

annum as detailed below: 

Agent • • Rs • 8,700 
Head Cashier • • Rs • 6,900 
Clerks (3) • • Rs • 6,500 
Cashiers (2) •• Es. 3,900 
Messengers (5) •• Rs.5;60o 
Part-time sweeper • • Es • 400 

hs.32,000 
======== 

~e trust that these efforts to ensure the utmost economy in the manage

ment of branches without impairing their efficiency will continue to 

be steadily pursu0d. 
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~x~mination of the Bank's existinc Steff resource~ 
for m~nning the superv iso.r_y_QQ.§ts: 

As a result of the branch expansion r . .::c£r1mme undertaken by 

the Imperial Bank of India from the 1st July 1951 ;;nd by the State 

Bnnk of India from the 1st July 1955,·the requirements of the Bank for 

employees in the supervisory grades increased considerably and there 

was an overall shortage of experienced hands. The number of Staff 

J'.ssistants who were working as Agents alone, for example, went up 

frcm 107 on the 31st December 1950 to 177 on the 31st December 1954 

and to 525 on the 1st January 1960. The increasing demand for 

PX~erienced supervisory staff was met by the Imperial Bank of India 

during the pericc of its branch.expansion programme partly by promotin£ 

exp~rienced persons from the lower ranks and partly by fresh recruitment. 

The State Bank of India's branch expansion programme, on the ether 

hand, was on a much larger scale and therefore the problem of ma11nin\; 

new bran~hes was more serious and difficult. To meet this situation the 

State Bank of India had to resort to direct recruitment of Probationary 

Assistants to a certain extent, and promotion of suitable staff from 

the lower ranks to Assistant's grade for being placed in charge of the 

branches. After a short period of training, which was not commensurate 

with the training Qiven in.such cases in the past, the persons so 

selected were sent to the new branches opened under the expansion 

pro~ramme. Experience has shown that such an arrangement has not in 

all cases been conducive to the efficient working of the branches. 

Moreover, the expansion programme has also placed a heavy strain on 

th0 Local Hcc1 Offices and the Central Office of the Bank. 

For meeting the shortage of exper;ienced staff, training 

schools hav~ been opened by the State Bank of lndi1 to give necessary 

training to its staff. At present there are 3 such schools in the 

Bengal C!rcle and one each in the other 3 Circles. These schools 

provide training facilities only to selected clerical staff with 5/6 

yedrs' eY.perience and to members of the supervisory staff. This 

training has no doubt helped in improving the quality of the staff and in 
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equipping them with the necessary knowled~e about sound bankin~ 

principles and procedures, but quite a large lee-way remains to be 

made up in this respect and the present arrangements do not appear to 
. 

be adequate. The Bank will have to take vigorou~ steps to give 

necessary training to its personnel and it is suggested that thi 

number of training schools should be increased so as to make available 

nJ~quate trnininr facilities to all categories of staff, viz~, clerks~ 

Sub-Accountants, Head Cashiers, Probationary Assistants, Agents, etc. 

The training should not be confined to the existinQ staff.alone. The 

st.1ff recruited for the ne\11 branches to be opened under the expansion 

programme should receive practical training in one of the existin~ 

branches for a period of about 3 months before they are sent out to 

the branches. Adequate arrangements should also be ·made for their 

training in one of the training schools as soon as possible,· after 

confirmation. Supervisory staff, either recruited afresh or promoted 

from junior ranks should, as a rule~ undergo a_specially prepared 

and centrally org~nized course of training before they are sent to 

take charge of branches. As it may not be possible for the subsidiary 

banks to establish their own training schools, arrangements should be 

mHde by the State Bank of India with its subsidiaries for the training 

of tiEdr staff. This aspect of the problem should not be lpst sight 

of, · B~sides, the State Bank of India and the subsidiary bunks should 

take themaximum possible advantage of the training facilities such as 

those afforded by the Reserve Bank at its·Bankers Training College, Bombay. 

In view of the acute shortage of trained personnel and the 

ever-increasing need for such staff at various levels, the State 

Bank of India should also consider relaxing the age limit for retirement 

of its supervisory staff. To this end, we recommend that the retiring 

age of the supervisory staff which is 55 at present, should be 

raised to 58 years, which is now the retiring age for what is usually 

described as the "award" staff, 
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~ruitment of staff: The posts in the Staff ~ssistBnts trade are filled 

both by direct recruitment and by promotion from the lower categories of 

~mployces. Direct recruitment to the Assistants' cadre is made by 

selection of Probationary Assistants by a Central Becruitment Board. 

Normally, the vacancies of Sub-kccountants and Head Cashiers are filled 

by promotion from among the clerks and the Cashiers r?spectively. The 

vacancies in the case of Clerks are generally notified to the appro-

priate Employment Exchanges and an adequate number of suitable candidat0s 

i~ relation to the number of vacancies tc be filled are called through 

the :~xchunr·:,s for 1 written test •. On the basis of the academic 

qualifications and certificates and on the result of the written test 

::nd interview, the most deserving candidates are listed and their names 

and other particulars are reported to the Local Head Offices for their 

final approval. Th; minimum educational qualification prescribed is 

a Secondary School Leaving Certificate or its accepted equivalent, the 

aQe limit being between 18 and 24 years and in the case of scheduled 

castes/retrenched employees of certain Government establishments up to 

27 years. 

We feel that the recruitment p6licy of the Bank needs certain 

adjustments so as to obtain the best available material. In suggesting 

this we have in mind the necessity of providing a strong base, from 

which future promotion.for higher cadres can be made within the bank. 

All the vacancies in the clerical crade should be advertised and 
" 

while the minimum prescribed qualifications should continue to be as 

at,present, preference should be given to candidates who possess a 

degree in Commerce or Economics. Selection from among such applicants 

Jnd others recommended by employment exchanges should be made, as is 

bein£ done now, after a written test and a personal in.terview. Both 

the test and the interview should bo completely objective and based 

entirely on merits. For this purpose a group of about 20 contiguous 

branches may be taken as one unit or "district" and selection should be 

m~de by a suitably constituted committee for all these branches after 
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w1itten and oral tests. The names and other particulars of the 

caadidates so selected, together with the written test papers, should 

be forwarded to· the Local Head Offices for final approval. i.s regards 

Probationary Assistants, the existin~ arrangements for recruitment 

may continue. The Committee considers that there is need to review the 

present system of recruitment of cashiers •. 

The recruitment policy of the subsidiary banks should also 

be examined with a view to ensure that the strength and efficiency 

of their staff continue to be adequate in terms of the needs of their 

existing and proposed branches. 

Other organisational matters: 

With a view to improving the control over branches the 

feasibility of having one or two additional Circle/Circles should be 

explored. In this connection it may be noted that with a view to 

-providing more effective control and supervisi.on over the growing 

number of offices the State Bank opened in 1958 a new Circle 'with its 

He3d Office at New Delhi and abolished the post of the District 

Manager at Kanpur, which· thereby became redundant. If it is felt 

that a further increase in the number of Circles is not possible under 

the existing circumstances, the system of appointing regional managers 

in each Circle should be considered. These regional managers should 

be siven adequate authority, particularly in respect of advances. 

Another aspect of the bank's working which deserves 

attention is mechanisation. With the growing volume of business and 

the larger number of returns etc. that are being received by the 

Head Offices and the Central Accounts Office, the time has come when 

the bonk should ascertain how far mechanisation of its transactions 

is feasible. no understand that it is intended to install in the 

new office building at Calcutta machines which have been imported to 

carry on the work relating to reconciliation of inteF-branch transac

tions at the Central Accounts Office. 

The existing Book of Instructions meant for the guidance of 

the branch agents is ·too elaborate and too comprehensive for the agents 
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who would be incharge of branches in rural and semi-urban areas. It is. 

therefore, suggested that a speci~l manual for the use of these agents 

·ht<:nling th:~reil'! procedural matters relating to the business which they 

<1 .. ,· , x;lecteri to :ta udle should be prepared. 

ft p:.:r sent the inspection team is concerned with the workinQ 

of th~ branci1es and the inspecting and auditin·g of. their accounts. In 

ou;: opinion the inspection proce.dure should be remodelled in such a 

wny that the Inspectors will be able, during the course of inspections, 

io guide the branch agents and also help them in resolving difficulties 

which they might be experiencing. 

With a view. to evaluating the effect on the economy' of a 

particular place due to the opening .of a branch of the State Bank of 

India a pilot survey of one of the branches of the State Bank of India 

was undertaken by the Economic and Statistical Research Department of 

the Bank. It is recommended that this Department should continue to 

conduct such surveys of the new branches opened by the State Bank~ 

Similarly they may continue to tabulate data regarding the working of 

thr~ branches on the same lines as was done while furnishing the 

relutivL: material to this Committee. 
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CHt.PTEE-V 

COI\CLUSION 

i.s on th•) 30th June 1960 there were 648 branches and 233 pay 

offices of th~ StJte Bank of India and 317 branches and 48 pay offices of 

th.~ subsidiary banks in India. There were still 13 non-banking district 

trJusury centres and 766 non-banking sub-treas_ury centres, within the 

~rca of operation of the State Bank of India and 13 non-tiankinQ district 

trtasuries and 466 non-banking sub-treasuries within the area of operation 

of the subsidiary banks. After taking into consideration all the relev~nt 

factors, we are of the. view that the programmes of expansion of the 

Stat·e Bank of India together with that of the subsidiary banks. should be 

of the order of 300 for the five year period from the 1st July 1960 to 

the 30th June 1965. These centres should be selected from the rural an~ 

semi-urban areas. 

From the )st July 1960 to the 31st December 1960 the State 

Eank of India had opened 13 branches and had on hand 23 centres wh~re 

br::.:nches remained to be opened. Similarly the subsidiary banks had 

opened 19 branches durinQ this period and had on hand 62 centres for the 

opening of branches. In addition there are 51 sub-divisional centres, . . ' . 

i.e., centrally located sub-treasury centres referred to earlier, where 

in our opinion branches of the State Bank of India should be opened. 

The balance to be selected will therefore be 132. This figure may be 

divided more or less equally between the State Bank of India and the 

subsidiaries for their branch expansion programme 1 but the actual 

division may remain flexible and branches may be opened in a manner 

convenient to all the banks. 

The State Bank of India and its subsidiaries will, acoording 

to the present indications, open about 80 branches during 1960-61. 

For the next 4 years the pace of expansion for the State Bank and 

its subsidiaries should be such as will ensure a ~elative respite 

dnirt:J the first tM years, and accelerated progress in the last two· 

yens. Illustrating, the fi{;ures might be 30 1 40 1 70 and 80 for 
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1961-62, 1962-63, 1963-M, 1964-65 respectively. \'h~ hwe llJiiberate1y 

l~;commended a lower pace during the s~econd and third years so that 

effective steps may be taken during this period to improve the 

organisational methods, and tt: t·ecruit and train up the personnel that 

may be required to, mt~n the old as well as the new branches. The State 

Bank of India and its subsidiaries would require about 300 supervisory 

staf;f to be in-charge of the new branches. about 300 Head Cashiers, 

600/700 Cashiers ·and 600/700 Clerks to manage the branches. Pro~ress 

in respect of the strength, training and organisation of staff ia an 

essential accompaniment of a programme of expansion. 

(Sd.) D. G. Karve. 26/4 

" B. Venkatappiah 

" K. P. Mathrani. 

" D. R. Gadgil. 

" M.H.Hasham PremUi• 
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APPEi\i..IX 1 

Working Results Of The 
Opened Under The Expansion 

Imperial Bank of India 

Programmes. 

The total deposits of 61 of the new branches of the 

Imperial bank of India rose from ~.0.20 crore on December 31, 

1951 to ~.8,57 crores at the end of 1955 and ~.12.57.crores at 

the end of Gecember 1959, The average deposits for each now 

branch also increased continuously from ~.6.75 lakhs at the end 

of 1952 to ~s.l4.05 lakhs and ~.20,6llakhs at the end of 1955 and 

195~ respectively, 

Th~ total credit extended by 61 of the new branches 

of the Imperial Bank increased continuously from ~.0,18 crore· on 

the 31st Lecember 1951 to Rs,3,1l c1ores at the end of 1954 and 

~.6,84 crores at the end of 1959, 

The total amount of remittances issued and encashed 

by these branches ~f the Imperial Bank increased at an accelerated 

rate from ~.0.49 crore in 1951 to ~.126.69 crores in 1955 and 

h,228,76 crores in 1959, The average remittances per new branch 

also -.:ose sharply from Rs,49 lakhs in 1951 to about Rs.2,08 crores 

in 1955 and b,3,75 crores in 1959. · 

The total Government business handled by these 61 

new branches of the Imperial Bank of India increased from P.s,l0,2 

crores in 1952 to Rs,244,6 crores in 1959, 

Through some of the individual new branches of the 

Imperial Bank made losses, its branch expansion programme as a 

whole was in profit, Net loss of ~.39~000 in 1952 on this account 

was completely wiped out in the following year when its new branches 

made a nominal total profit of ~.1 1 000, Their profit position improved 

in subsequent years and the net total profit of the new 

branches of the Imperial Bank increased from Rs, I. 12 lakhs 



in 1954 to ~.4,45 lakhs in 1955 and b,12.05 lakhs in 1956. 

In 1957 the new branches of the Imperial Bank h01vever 

incurred a net total loss of Ps,2,66 lakhs from which they 

improved and made a net total profit of is,4,68 lakhs and 

Rs. 1.67 lakhs in 1958 and 1959 respe.ctively, The profit 

earning ability however declin~d in the last few years 

mainly because of the withdrawal of th~ spe~ial concess-

ionary rates on th~ turnover of the Government account 

after the completion of the 5 year period. 

State Bank of India 

The total deposits of the new 'branch~s opened by 

the State Bank of India also increased· from ~.0.56 crore 

on 31st December 1955 to &, 2.94 crores at the end of 

1956, ~. 7,89 crores at the end of !957, ~s.20,01 crores at 

the end of 1958 and Rs,29,32 crores et the end of 1959, 

The totai credit extended by the new branches of 

the State Bank of India also increased continuously from 

Rs, 0,13 crore 

at the end of 

or. the 31st December 1955 to ~.1.63 crores 
Vs.2.99 crores at the end.of 1957, 

1956,~.5.13 crores at.the ~nd of 1958, 

11a,9,04 crores and ~s.21.47 crores at the end of 1959 and 

1960 respectively. 

The total remittances issu.ed as well as encash~d 

by the new branches of the State Bank also increased at 

a very rapid rate from ~. 6.31 crores in the second half 

of 1955 to b,49,75 crores in 1956, b,l55,95 crores in 1957 

~.318.~5 crores in 1958 and ~.567,43 crores in 1959, The 

average amount of remittances per new branch .went up .from 

about ~.32 lakhs in the second half of 1955 giving an 

annual rate of about ~.64 lakhs to ~.75 lakhs in 1956, 

~a.99 lakhs in 1957, 1'.:1,1.21 crores in 1958 and l'B,l,58 

cror~s in 1959, The remittances issued by the new branches 

of the State Bank of India at par and at premium to 



scheduled banks amounted to ~.91.5-crores ~n~ . . ' 
VB. 16,3 crore_s r~spect ively during th..:: year ended th~ 

.31st March 1960. Du~ing th~ s~e period the remittances 
. ~ 

issued to co-operative banks at par and at premiur .. 
. .. 

amounted to Ps,22. 2 crores and r.s.l3,4 crort:s respectively • 

The total 'turno~ar.~f Government business of the naw 

branches of the Stat~ Bank of India also increased 

fram rs.42.5 crores in 1956 to ~s.521.9 crores in 1959, 

The new·branches_of the State Bank incurred 

~ontinuous losses and their tota1 losses increased from 

lla.2,89 lakhs i.n the second half of 1955 io l's.8.87 lakhs 

in 1956, ~.26,19 lakhs in 1957. ~.47.96 lakhs in 1958 

and ~.56.18 lakhs in 1959. This was mainly a result of 

very rapid increase in the number of loss makiug 

new tranches which increased from 17 in 1956 to 54 fn 

1957, 132 in 1958 and 222 in 1959. The number of profit 

making branches on the other hand rose slowly from 3 

in 1956 to 12 in 1957, 25 in 1958 and 38 _in 1959. Out 

of the 20 branches opened by the Stat~ Bank in 1955, 

11 branches did not make any profit continuously 

up to the end of 1959. Only 3 branches made profit 

in all the years up to 1959. 2 branches made profit 

in 3 years and loss in one year and 3 branches made 

profit in 2 years and loss in tk other 2 years. Only 

one branch mad~ profit only in one year and loss ;in 3 

years. Similarly out of the 46 new branches opened in 

1956, 35 did not make any pro~it ~p to the end of 1959 

while 4 branches showed profit during all the years. 

74 out of the 91 branches opened during 1957 also did 

not show profit up to the end of 1959. Only 10 branch~s 

from that group made profit continuously up to the l:nc 

of 1959. Only 1_ out of 105 new branches opened in 195!1 



showed profit in 1959~ all oth0rs incurr~d loss 

during that yaar. 

Subsidinry Banks 

As afmvst all thd branches of the 

. subsid tary banks under thr.;i~ expans ini• programme 

were opened in 1960 and have' not complet.::e even one 

full cal~ndar year, it is not possiblu to revi~w the 

working results of these branches. 
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AI' PENI;lX ll 

Particulars of non-banking sub-treasury centres in former Part "A" & "C" &tates 
consider~d to be c"ntrally situated and in a position to serv~ cont.iguous st.ll-

treasur:t centres. 

>tate D-istrict Name of the s:r. Popula- Turnover on Uhether \lhcther Banking facilities hemorks 
--------------------------------centre tion Govt. a/c selected head- Scheduled Non- Lo-op-uur ing 1959- for set- quarters (Name of scheduled crative 

60 (l's. in ting up of C.P.{ the bank) lakhs) warehouse P.L. 
( 1951 Central/ N.~::.s. 
Census) State. Block. 

\ndhra Anantapur 1. l!ayadrug S.T. 19,738 91.42 No. Canara Banking 
Pradesh (1958-59) Corporation (8) 

S.B.I.(i>.O,) 
Kurnool * 2. Atmakur S.T. 10,960 32.12 No, P.I. 

(1958-59) 0952-53) 
3. Ko.Jilkuntla S.T. 6,758 25.04 (58-59) No. 

• •• Nell ore • 4. Kanigiri S.T. 6,321 31.98 " No, 
5. uuayag iri S.T. 4,395 23.08 .. No. N.E.S, 

(1956-57) 
Snkakulam • 6. Sompeta S.T. 9,558 93.70 " No. 

7. 1'ekkal1 S.T. 10,036 46,93 " No. N.E.S. S.B.l. (1'.0.) . 
(1959-6[)) 

!ihar hanchi • 1. Gumla S.T. N.A. 106.43 " No. 1 
idarat Banaskantha 1. i<adhanpur S.T. 11,9,70 45.66 Nu. Bank of·&a~oda (BJ.. 

• 2. Th3rad s:r. 6,584 35.54 No. -. 
Bhuj • 3. llappar S.T. 3,587 19,26 No. 1 

• 4. Nalia S.T. N.A. 22.43 No. 1 
Abdasa 

Baroua • 5. Jambugaon S.T. N.A. 25.69 N<>. ,. 

Surat 
(Pav 1j et pur) 

6. Banasda S.T. 4,455 47.50 (58-59) No, 1 
7, Mangrol ::>.T. N.A. 21.15 .. No. N.E,S. 

Valod N.~. 37.50 .. (1958-59) a. S.T. No. 
laharashtra Ahmed nagar 1. Shevgaon S.T. 7,269 31.04 No, l 

2. Jamkhed S.T. 7,025 r&.26 No. 1 Kolaba h.Q. 3. i<oha S.T. 6,860 52.47 No. H.E.S. S.B.l.(T.P.O.) 1 at Jlllbag 
- 0957_-_58) 



State District 

Maharashtra Kolhapur 
(C:.,onta.) 

South 
Sa tara 

North 
Sa tara 

Sholapur 

Madhya fradesh-Bastar H.Q, 
· . · at J agdalpur 

li.aigarh 

Surguja 
Bhopal 

i11a~ras ['amanatha-
;rfram H.Q, 
at Mathurai 

Orissa Cut tack 
Uttar lradesh ~llahabad 

Azamgarh 

Barabanki 
Basti 

Budaun 

-- 2~:..-

Name of t}le 
Centre 

s:T. Populutiv"' turnover >tfuether \~hether 

• 4. Gandhinglaj S.T. 8,546 

* 5. Valva S.T. 16,118-

• 6. 
(lslampur) 

\~ai s.T. 16,099 

1. Karmala s.r. 8,206 

a. sangola s.r. 7,697 
I. Dantewara S.T. N_.A• 

• 2. Jashpurnagar S.T. 4,388 
3. Sarangarh s.r. 7,72I 

4. Surajpur s.T. N,A. 
5. Silwani S.T. N.A. 

• 1. Devakottai S.T. 25,949 

I. Banki s.r. 4,956 
1 •. ~arch:::.na S.T. N.A. 

2. Ghosi S.T. N.A. 

* ::>. Fatehpur S.T •. 8,142 
"' 4. Liomar iaganj 3.T. N.A. 

* 5. ~ahaswan s.r. 21,107 

on Govt. selected head
a/c duri- for setti- quarters 
-~ ng ng up of C.D/ 
'1959<0 warehouse 1:-.L. 

o:s. in Central/ N.li .. s. 
lakhs) State. Block. 

30.28 No. 

1,21.15· No. 

I,03.08 No • C.IJ • 
(1954-55) 

2,21.I3 No. N.li.,S. 
(1957-58) 

58.26 No. 
24.84 No. N.E·.s. 

(1956-57) 
I 

47.78 ·No. --do--
39.29 No. N.E.S. 

(1959-60) 
26.61 No. 
21.84 No. N.E.S. 

(1954-55) 
79.07 No. N.E.S. 

(1958-59) (1956-57) 

44.43 .. 
l41U• 

43.22 No. N.·E.S. 
(1956-57) 

81.72 No. P.l. 
(1952-53) 

39.99 No. 
84.61 No. N.E.S. 

(1956-57) 
40.46 No. N.E.S. 

- ~1957~~) 

. · Banking facilities 
------------------------------ kemarks Sclicduleu l~,:,n- Co-op-
(Name of sche- erative 
the bank) duled 

Belgaum B~nk 2 
an 

1 1 

2 

Miraj State i 
Bank(B) 

S.B.l. (E'.li.) 1 

• 1 

lndian Bank (B) .3 
Indian Overseas 
Bank (B) 

1 
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Stat;;: L istrict !'\arne of 'the S.T. l-opula- Turnover bheth~r Uheth1:1r Banking fac11ities hemarks 
Centre tion on Govt. selected head- ------------------~-----------

a/c dur- for set- quartere Scheduled Non- Co-op-
of C D I (Name of scbedu- erative ing 1959- t ing up 
P.L. • ' the bank) led 

( 1951" 60 <Pa. in warllhouse 
Census) lakhs) Central/ JQU N.E.S. 

Statu. Block. 

Uttar 1 radesh Et;th !It 6. Jalesar S.T. 13,491 31.83 No. N.E.S. S.B.l. (P.o.) 
(Gontd.) (1957-58) 

Garhwal H.Q. 
at 1-auri * 7. Lansdown~ S.T. 4.419 1,28i91 Nu. 

Gorakhpur o. .Phar~nda S.T. N.A. 62. 95' No. N.E.S. - -
(1956-57) 

hamirpur 9. Uath . ·:s.l. 13,852 79.68 No. C.D. 0164• 1 
55) 

Jaunpur 10. Mariahu S.T. 4,478 39.57 No. 
ll.anpur 11. Bhognipur S.T. 3, 769 4(1.40 No. 
Kheri 

. (Lakhimpur •12 •. Muhamdi S.T • 8,442 42.84 No. N,E,S. 
Khe:ri) (1956-57) 

Lucknow *13. f4elihabad S.T. 7,604 53.61 No. 1' 
Mathur a *14. Chhata S.T. 7,514 61.65 No. ... 
i:'ratapgarh 15. Kunda S.T. N.A. 64.95 No. N.E.S. 

(1956-57) -
Unnao 16. Safipur S.T •. 6,792 26.80 No. .... 
Varanasi 17. Chakia S.T. 3,798 37.06 No. Banaras State -

Bank (B) \\lest B~ngal Cooch Bihar* .l.lHnhata S.T. 5,848 88.99(1958-59)State P.I. 
Himachal . Mahasu · 1. ·Kotkbai (1953-54 

S.T. N.A. ll.07 N.E.S, , 
Pradesh -{1956-51) 

Tripura Ag~rtala I. Amarpur S.T. N.A. 14.40 -. 
• These .centres are included in the list of 150 centres forwarded to the State Bank of lnaia. 
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APPENLiX 111 

lntegtation & vevelopment 
Fund. · 

Section 36 of the State Bank 
1
of India Act which 

governs the provision relat1'ng to the I ntegration and 

Development Fund reads as follows:-

36. (1) The State Bank shall maintain a special fund to be 

known as the Integration and uev~lopment Fund-into Which 

shall be paid -

(a) the dividends payable to the Reserve Bank on such shares 
of the State Bank held by it as do not exceed fifty-five 
per ce~t of thd total issue capitall and 

(b) such contribution as the Reserve Bank or the Central 
Government may make from time to time. 

(2) The amount in the said Fund shall be applied exclusively 
for meeting -

(a) losses in excess of_such yearly sum as may be agreed upon 
between the Reserve Bank and the State Bank and attribut
able to the branches established in pursuance of 
sub-section (5) of section 16; 

(aa) subsidies granted by the State Bank to a 
subsidiary bank with the approval of the Reserve Bank; 
and 

(b) such other losses or expenditure as may be approved by 
the Central Government in consultation with.the Reserve 
Bank. 

(3) Subject to the provisions of sub-section (2), the said 
Fund shall be the property of the Reserve Bank and no share• 
holder of the State Bank or any other person shall have any 
claim to the amount held in the said Fund. 

(4) No amount applied for any of the purposes specified in 
sub-section (2) shall, for the purposes of the Indian Income-
tax Act, 19 be treated as income, profits or gains of the 
State Bank. 

The rnanner iu which the fund should be operated upon 

was discussed 1n 1957 between the Reserve Bank and the State 

Bank and certain arrangements were agreed upon in this rdgard 

to meet losses in respect of additional-branches opened by 

the State Bank pursuant to the statutory obligation imposed 

upon it under section 16 (5) of the State Bank of India 

A t not less than 400 additional branches ct, o open 



Year 

1955 
(half 
year) 
1956 

1957 

1958 

1959 

Total 
No. of 

within five years from th~ 1st July 1955, oriefly stated, 

the arrang~ments st~pulat~ that out of the loss~s of its 

new offices opene~ since th~ lst July 1955 the State BPnk 

should bear losses .. eve~y year eq•Jal to a sum of rs,15 

lakhs plus 20 per·c~nt of such lvsses in excess of that 

amount. The r~st of the. losses .·is to be met out from the 

Integration & Development Fund. The operations of the Fund 

so far a!e qiven be!ow:-

Credit to Net loss Lou borne by the 
the Fund at the -------------·(11-----------------------new bra·· for the branches Fund State Bank 

nchos yeer (after ---------------------- ~--------------as on. taking in- For the J:rogres- For the Progres-
31st Dec. to account year sive year siv~~ 

20 

66 
*(46) 
157 
(91) 

262 
(105) 
359 .f.-
(97) 

profits at .total total 
profit ea-
rning 
brancl:les) 

ts. 118. ts. ra, L'B, rs. 
24,75,00j 2,881849 2,88,849 2,88,e49 

49, 50, coo. 8;87,044 8,67,044 11,75,893 

49,50,000 ~6,18~526 8,94,821 8,94,821 17,23,705 28.99,598 

49,50,000 47,%,360 26,37,088 35,31,909 21,59,272 5o.se,rno 

61,87,500 56, 18,316 32,94,654 68,26,563 23,23,664 73,t:SZ,534 

*Figun:s . ..tt braekets in· column. (2) show the number of branches 
Opt!ned dtu:~ng the year. 

f-The incret.se in thu amount cro::dited to the Fund is due to 
the payment of :,1 hlgh·~r dividend (@ 20'.X,) for 1959, which is; 
so tar as lleserve Sank is concerned, free of tax, 

It will be seen that out of the total losses of 
118. 1,42 I 09,097 J . lhe Fund has borne rs.68, 27 1 akhs up to til~ . 
end of.l959. The balance in the fund lifter meeting losses 
for 1959 st~od pt ~.1,66,85,937. 

Tho arrangements are due for review now, 

·en the question whether losses on agreeG basis 

in respect o! branch~s opened after 30th June 19&0 could 

~~ re~t· out of the Fund, the legal opinion is that losses 

at $UCh branches could be so met after obtaining the 



approval of the Central Government under section 36 (2) 

(b) ·lf the ~ct an~ no amendment in .the :>tate Bank of 

India Act is necessary for the purpos0. Therd is no 

restriction in the State Bank of India Act and in tb~ 

exi~ting arrnngamen1s in regard to the Jperatio~ of the 

Fund as to the perio<.: up to which losses on thvse 

branches are to be met from the Fund, 

ln terms of clause (a) of sub-sectio~ (1) of section 

48 of the State Bank of Iridia (Subsidiary Banks) Act, 

1959 a subsidiary bank may acccp·~ any subsidY .i o.f:Zered 

by the State Bank of India to meet cost of whole or .any 

pari ~f any specific programme of development undertaken 

by that subsidiary bank with the approval of the Stat~ 

Bank of J ndia. l.i'urther under section (aa) or sub-section· 

(2)of s.:ction S6 of. the State Bank of India Act, 1955 the 

amount in the Integration and Development Fund mKxtx 

maintained under·that section may be applied for meeting 

subsidies granted by the State Bank of India to a 

subsidiary bank with th~ approval of th~ Reserve Bank. 

In the context of the extension of banking facilities on a 

large scale more particularly in the rural and semi-urban 

areas of the former Part B States through the branch 

expansion programme of the subsidiary banks, it was 

considereA necessary to settle the general criteria to be 

adopted for granting subsidies out of the Integration 

and-Development Fund for meeting the cost of the whole or 

any part of any specific programme of development. unf~~r

taken by subsidiary banks with the approval of the State · 

Ban!<. ] n view of the financial position· of the subsidiary· 

banks ~rrangements, in a way somewhat different from 

thos~ in respect of the subsidy payabld to thu State Bank 

of India have bclen detl'lrmined in regard to payment of 

subsidies to thus~ banks in rospect of losses incurred-by 



For the 
year 

For the 
year 

For the 
y..:ar 

For the 
yeat" 

the new branches opened under th~ir expansion prJgramme, 

Briefly th0 arrangeml;lnts stipulate that the loss~s in 

respect of each new branch opened pursuant to the develop-
... · 

ment programmes of the subsidiary banks could bd met 

entirely out of the Integration and Development rund for 

the first five yuars from the date of opening of such 
they · 

branches and th~r~afterL~would be shared betw~en the 

subsidiary banks and the rtind in· tb.e nt;Jxt four years 

on a tapering sLale as under:-

Loss to be borne by 

thu Fund the subsidiary bank 

sixth 4/5th of the l/5th of the amount of loss 
amount of loss 

seventh 
3/Sth of the 2/5th of the amount of loss . 
amount of loss 

eighth 
2/Sth of the 3/Sth of the amount of loss 
amount of loss .. 

ninth l/5th of the 4/5th of the amount of loss 
amount of loss 

From the tenth year of the opening of a braneh no 

subsidy will be granted out of the .Fund, Only the losses· 

attributable to the branches opened by a subsidiary bank 

after the date of introduction of the State Bank o·f India . 

(5ubsj~iary Banks) Bill, 1959 in the Lok Sabha (i.e, the 

,4th lilarch 195iJ) will be. taken. into account for purposes • 

of the sub~idy. The arrangement agreed upon in the case of 

each subsidiary bank in regard to the provisipn oi subsidy 

will be reviewed at the end of fiye. years from the commencu

ment of the arrangement i,e, after March 1964. 


