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Rural Banks or Co-operative Rural 
Banks (CRBs) as they, were subsequent­
ly renamed (1) celebrate., the 25th anni-
versary'of their establishment in March 
this year. This banking system was laun­
ched by the People's Bank during its 
formative stages as an institutional devi­
ce through which the Bank could sup­
plement its programme for provision of 
banking facilities to the rural sector 
through the Co-operative Movement. A 
CRB is not a Bank in the conventional 
sense but, it is the financial arm of a 
Multi-Purpose Co-operative Society. It i s . 
not a separate legal entity and does all 
its business in the name of the Multi­
purpose Co-operative Society of which 
it is a part.' At present, there are 282 
CRBs and 68S CRB branches covering 
the entire island. 

In this paper, an attempt would be 
made to describe the objectives and 
functions of these institutions, the 
rationale for their setting up and their 
role in rural credit. 

BACKGROUND 

The concept of combining credit, mar­
keting, resource mobilization and other 
general purpose activities at village level 
in one single organisation is not new to 
the Co-operative Movement. Raiffeisen, 
the father of the Credit Society himself 
appears to have harboured similar views. 
(2) 

In Sri Lanka too, in 19S7 when the 
proposal for reorganisation of the'Co* 
operative Movement was adopted and 
the single purpose Co-operative Socie­
ties were amalgamated into Multi-purr 
pose Co-operative Societies, the inclu­
sion of banking as one of the functions 
of these Societies was accepted as essen­
tial for the dynamic role they were ex­
pected to play in the development of 
the rural economy. 

The Committee which recommended 
the formation of Multirpiirpos*-- Ge* 

operative Societies in 1957 inter alia 
made the following observations: 

"It should be noted that all Multi­
purpose Co-operative Societies, will 
be primary Rural Banks and their 
relation with District Bank or Co­
operative Development Bank (3) 
are matters for settlement after dis­
cussion with the latter Bank." 

' I shall now outline briefly some facts 
of the rural setting as it existed before 
establishment of the People's Bank, as a 
backdrop to the understanding of the1 

role of CRBs. * 

Of the 4.5 million acres of agricultural, 
land, about 2.3 million acres were cult*; 
vated with tree crops, mainly tea, 
rubber and coconut which form the 
principal agricultural exports. These 
crops' are grownraostly on commercial 
lines. On the other hand, the agriculture 
of the small farmer is primarily paddy 
cultivation. The size of holdings in this; 
sector is small, and are uneconomic at 
the lower end. The number of holdings-
stood at 1,189,801 of which paddy hol­
dings accounted for 49 percent. An-
average holding being 1.9 acres the farm 
sizes differed widely. (4) Natural hazar­
ds pose a constant threat. 

Approximately 72 percent' of the 
population live in village areas and are' 
engaged mostly in agriculture. Since 

agricultural incomes are seasonal and 
subject to wide variations, specially 
among small farmers, there is a constant 
need for credit in the rural sector both 
for purposes of production and con­
sumption. 

Besides, the •tenurial reforms which 
were introduced in the mid 50's warant-
ed the establishment of institutions to 
finance tenants who were hitherto assis­
ted by the land owners. 

The re-organisation of the large num­
ber of single purpose Co-operatives into 
Multi-purpose Co-operative Societies 
was -considered to be the answer 
to many of these problems. It was 
expected to be ."the Village ban*, the 
Village Stores Society, the "Marketing 
Society and the Labour Society, all roll­
ed into one." The establishment of an 
islandwide network of • Multi-purpose 
Co-operative Societies was therefore 
undertaken in 1957. 
.The People's Bank 

Provision of funds for this vast net­
work required the establishment of a 
powerful Co-operative apex Bank. This 
Bank was established in 1961 as a Com­
mercial Bank under the name of Peo­
ple's Bank. The original purposes of the 
Bank were to develop the Co-operative 
Movement,'rural banking and agricul­
tural credit. 

After the establishment of the People's 
Bank, provision of financial assistance 
to the Co-operative Movement increased 
in quantity to a marked degree. But this 
increase represented merely an expan­
sion of the already existing services 
which were provided by the Co-opera­
tive Banks rather than a new departure 
to develop rural credit on the lines en­
visaged in the Bank Act. During the ini­
tial stages the Bank established a large 
number of branches, specially in areas 

(1) In 1972, with the amalgamation of Multi-Purpose Cooperative Societies into 
Primary Societies, Rural Banks were re-named Co-operative Rural Banks. 

large 

(2) "The object of the society is to improve the situation of its members, both mate­
rially and morally, to take necessary steps for some to obtain through the common 
guarantee the necessary captical for granting loans to members for the development 
of their business and other household needs, to bring idle capital Into productive 
use for which purpose a Savings Bank will be attached to the Society." 

(3) The Cooperative Development Bank'referred to above however did not see the' 
aght of day; but in to place was established inl 961, the People's Bank with almost'' 
.identical objectives. 

(4) Census of Agriculture 1983. 
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which had not been hitherto served by 
commercial Banks. It also opened the 
doors.to the people in lower income 
groups who could not obtain facilities 
from other commercial .banks. But these 
facilities were provided mostly to fixed 
income earners-in lower income levels.® 

In contrast to the Bank's success in 
assisting such small fixed earners, was its 
inability to make a worthwhile impact 
in the sphere of agricultural credit in the 
rural sector. Access to credit, absence of 
bankable securities, irregular pattern of 
income and other inherent defects in 
rural agriculture inhibited to a large ex­
tent'the Bank's ability to expand its role 
in the rural sector. Besides,-the inade­
quacy of 'the normal canons of commer-' 
cial lending in assessing credit-worthi­
ness of rural cultivators and the magni­
tude of the problem itself precluded the 
Bank' from finding an effective solution 
to this problem oh its own. 

Short-term crop loans were however 
not provided as there was a scheme al­
ready in operation by the Government. 

A review of the' performance of- this 
scheme by the Bank in early 1964 sur­
faced several weak aspects • which are 
described below and 'formed the basis 
for an improved system. (6) ' 

(a) The managerial capabilities of'the-
staff had to be strengthened by pro-

' viding external support and train­
ing. ' • • • • • ' • • ; " 

(b) In providing credit, pre-sahction 
and post-sanction evaluations of. 
applications should be. done in a 
methodical^ way. • 

(c) Methods will have to be evolved 
(i) to accept securities available at' 
village level such as lands without: 

clear title (ii) to recognize .the 
- credit standing of borrowers who 

could not' provide documentary evi*' 
dence of their worth. 

(d) There is a- need for delegation o f 
authority of the Boards of Societies 
to sub-committees and Credit 

Managers to enable quick decision 
making in disbursing credit. 

(e) The procedures relating to (i) pro­
per custody of documents; (ii) 
maintenance of up-to-date Book-, 
keeping records; (iii) security arran­
gements and (iv) loan documenta­
tion, should be strengthened. 

(f) This scheme as it was constituted, 
was inadequate both in terms of its 
scope and its operations to meet 
the rural credit requirements and to 
act as a catalyst in promoting the 
rural sector. '•'"' 

(g) The provision of a credit line and 
supporting services in themselves 
.were inadequate to restore the con­

fidence o f the rural'community 
who had witnessed for nearly half a 
century' the disbursement of credit 
by Co-operatives. The Credit De-
patment of Co-operatives Had to be 
given the image of a Bank. 

(h) The Societies' lending should be 
finked to Bank lending. ' 

Setting up of Rural Barnes 

The lessons drawn from this experi­
ment and -the agonizing re-appraisals of 
its'own limited role in" trie rural sector, 
led the People's Bank in 1964 to deve­
lop the 'concept of banking through Co­
operatives-'into a practical and working-
proposition. The result wis the formu­
lation'of the R-ural'B'anking Scheme.' 

The objectives of setting up Rural 
Banks-were then enunciated asttollows: 

' ' ;i) To provide credit- faculties in a 
• • " • fruitful'manner to members of 

societies. 

ii) To provide credit supervision for 
facilities granted. 

iii) "To up-grade the book-keeping 
and documentation system: -

iv) To develop methods for savings 
mobilization.-' 

To ensure their viability, the new sche­
me was thrown open to those MPCSs 

(5) Facilities were granted for the following-purposes initially'Production (Rs.2,500/-); 
Consumption- (RtSOOl-f; House Repairs (Rs.2,50'0/-);- Redemption on 'Debts 
(R&2.500/-); whhahiaxirnumbf Rs.3,00Q/-'perniemberand was extended later. 

16) This scheme continued till 1979 side by side with the Rural Bank Scheme. 
-. • „ . - . ',*•* •« , * . (7) (i) Minimum membership ofSOff; (ii) Shares of at least 75 percent .members should • 

be upto date; (Hi) There should be no default by any creditor; (iv) Society is run at 
a profit; (v) Should be atleast 3 years after establishment; (vi) Should be an agent 
for paddy purchases; (vii) Should have a strong building: u 

which conformed to the eligibility crite­
ria prescribed. '(7) Priority was given 
to societies operating the Extended' 
Scheme successfully. 

Eligible Societies could make their 
applications to the Bank to join the 
scheme. Thereafter the Bank did the 
selection on a case by case basis after an 
inspection and scrutiny of the Society. 
Once selected, the Society and the Bank 
entered into an Agreement setting Out 
the- terms and conditions under which 
the Rural Bank was to operate. -

As an initial step for the establishment' 
of Rural Banks, the selected Societies 
were expected to- amend their By-laws, 
to enable them to establish Rural Banks. 
The People's Bank in turn provided the 
following: (a) financial assistance, for . 
on-lending; (b) managerial-assistance by 
seconding one- of its own employees;, 
(c) safes, counters, stationery and equip­
ment for pawning; (d) supervision. 

Under this scheme, credit facilities 
were • made available to 'members for 
production, housing; debt- redemption,-
trade,- consumption, emergencies and 
for rural electrification. These facilities 
were provided both as !short-term and 
medium-term loans with repayments 
ranging from' 1 year to 5 years: ' 

: These Rural Banks were authorized tc 
engage in pawning as agents of the Peo­
ple's Bank. ' . 

Crop loan facilities of a seasonal nature 
however were not introduced as a sche­
me of granting cultivation loans, imple­
mented by the Government, was in: 
operation. However, provision of tem­
porary Bridging finance facilities .was en­
visaged against such loans. 

Facilities were made available both for 
members and non-members to maintain 
different types of savings accounts such 
as,- ordinary savings accounts, minor!s 
savings account .and Investment Savings 
Accounts. Members were expected, to 
enter into a Marketing Agreement with 
the Society. All sales proceeds were ex 1 

pected to be credited to their accounts. 
Fixed Deposits were also accepted from 
members and non-members. Current 
Account facilities too were provided to" 
members of .the'first three Rural Banks-
at the initial stage after which this facili* 
ty had to be hastily withdrawn when 
certain-legal impediments were-encountr 
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ed. Had these current accounts been 
maintained, more innovative credit faci­
lities would have been evolved. 

By 1971 this scheme had been extend­
ed to 111 Societies and the number of 
accounts attracted had grown to 60871. 
By this time this institution had not 
only gained the confidence of the rural 
population, but had also attracted the 
attention of academicians, researchers 
and officialdom as a new banking con­
cept worth taking seriously. The estab­
lishment of banking sections in all amal­
gamated MPCSs was accepted as Go­
vernment policy. 

Changes in Rural Banks after 
Amalgamation of MPCSs 

The amalgamation of a multitude of 
small MPCSs to a relatively small num­
ber- of large MPCSs covering a wider 
area of operation, necessitated in 1973 
certain organisational changes in the 
structure of Rural Banks. These Bardcs 
which were hitherto run on unitary 
lines, became a branch banking system 
with Head Office operations and Branch 
operations. Most of the former Rural 
Banks became branches of the new 
Banks. The name Rural Bank too was 
changed to Co-operative Rural Bank. A 
new cadre of Co-operative employees 
designated "Marketing and Credit 
Manager".(8) was placed in -charge 
of these Ranks. Accounting and main­
tenance of records were centralized. The 
role of the People's Bank became more 
supervisory. This change, brought in its 
wake a weakening of the People's 
Bank's control over these institutions. 

In 1973, to cope with the newly intro­
duced expanded crop loan scheme, 
functions of CRBs were re-defined and 
widened as follows - (a) Mobilization 
of deposits from members, (b) Provision 
of loan facilities tb members for produc­
tion and consumption purposes attuned 
to MPCS development' programmes, (c) 
Pawn broking facilities for members and 
non-members, (d) Provision of money, 
payments and transfer services. The pro­
vision of crop loans was also brought 
within the ambit of CRBs. The Co-ope­
ratives however. lost their monopoly 
over cultivation credit as' the Bank of 
Ceylon too joined the scheme in 1973. 
The concept of considering the farmer 
as a unit of production and assessing all 
his credit needs within a comprehensive 
plan under which a credit limit was to 
(8) They are now called Banking Service Managers 

be approved for each farmer was intro­
duced and was called the Comprehen­
sive Credit Scheme. 

Although different .types of credit 
requirements came under a single credit 
limit refinance from' the Central Bank 
was available only for crop loans. There­
fore, different lending schemes came to 
be maintained separately. 

Lending Schemes 

Thus, three main lending schemes 
came to be operated - (1) Short and 
Medium term facilities provided under 
the Comprehensive Credit Scheme and 
the original Rural Banking Scheme. (2) 
Seasonal crop loan facilities for paddy 
and other subsidiary food crops provid­
ed under the Comprehensive Credit 
Scheme'. (3) Pawning as People's Bank's 
agents. 

Short and Medium Term Lending 

Purposes for which these credit facili­
ties are provided and their terms are 
given in Table 1. This also shows the 
gradual increase in limits under each 
purpose. The current rates of lending to 
Societies for CRB funding is 15 percent 
p.a. CRBs re-lend to members retaining 
a margin of about 4 - 5 percent. The 
People's Bank does not specify the on-
lending - rate. Loans upto Rs.5,000/-
could be obtained against the guarantee 
of two acceptable members, and for 
those above this limited collateral secu­
rity is taken. There is provision even to 
accept lands with undivided ownership 
as security. Village notaries attend to 
little investigations and mortgages. 
Loans against 90 percent of fixed and 
savings balances are also provided. 
Within the prescribed ceilings, funds are 
provided for the full cost of a project, 

T A B L E 1 

CRB CREDIT FACILITIES 

Purpose Maximum Amount Maximum Purpose 
Repayment 
Period 

1964 1968 1973 1980 1985 

1. Production 2 ,500 5,000 7,500 15,000 35 ,000 1-5 years 

2. Housing 2 ,500 5 ,000 7.500 15.000 35 ,000 3-5 years 

3. Debt Redemption 2 ,500 5 .000 5,000 5,000 5,000 5 years 

4 . Trade - - 1,000 2 ,000 5,000 -5. Consumption (Purchase 

of consumer durables like 
radios, sewing machines) 5 0 0 5 0 0 1,000 5 ,000 7,500 1 year 

6 . Emergencies 200 200 2 0 0 500 1,000 1 year 

7. Electrification - 6 0 0 1,000 3,000 3,000 5 years 

Maximum loan limit per 
individual member. 3 .000 5-.000 7 ,500 15.000 35 ,000 

T A B L E 11 

TOTAL CRB ADVANCES 

No. o f Accounts Balances (Rs.) 

1. Agricultural Production- Sub total 19\647 5 7 4 4 5 , 6 3 4 
2 . Consumption 4,871 9,966,801 
3 . Industries 5,643 2 0 ^ 6 0 , 5 8 5 
4 . Housing 44 ,537 2 1 1 , 9 9 9 ^ 4 5 
5. Redemption o f Debts 7,785 20 ,144 ,976 
6 . Trade 5,040 15,881,824 
-i 
/ . Animal Husbandary 4,801 1 5 . 8 1 1 4 9 5 
s. Electrification 1,611 4 3 8 4 4 8 0 
9. Others 5,941 1 7 , 2 6 7 3 5 6 

TOTAL 9 9 ; 8 7 6 373,762,896. 
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TABLE III 
GOVERNMENT SPONSORED CROP LOANS THROUGH 

CO-OPERATIVE RURAL BANKS AS AT 30-06-1988 

Year Amount Total Amount %of. 
Utilized Repayment Outstanding Recovery 
Rs. Rs. Rs. 

1973 38,381 26 ,872 11,509 70.0 
1974 134 ,605 76.703 57 ,902 56 .9 
1975 97,087 52 ,293 44 ,794 •53.8 
1976 67/191 41 ,406 26,085 61.3 
1977 89 ,273 4 3 . 8 2 8 4 5 , 4 4 5 ; 4 9 . 0 
1 9 7 8 371 ,495 102,051 269,444* 27.4 
1 9 7 9 25 ,995 23.767 2 ,228 91.4 
1980 23 ,960 21.964 1,996 91.6 
1981 . 28 ,150 2 5 4 3 9 2,511 91.0 
1982 24,096 2 0 ^ 5 9 * 3,137 86.9 
1983 - 28 ,740 26,861 1,879 93.4 
1984 23 ,955 21 ,842 2,113 91.1 . 
1985 14 ,829 12,765 2 ,064 ' 86 .0 
1986 2 7 4 7 7 23,806 ' . 3,871 , 86 .0 
1987 37 ,240 27 .898 9 ,342 • 74 .9 . 
1 9 8 8 * 16,927 7 3 2 2 9,605 

\ 
43 .2 

TOTAL 1,049,901 555 .976 493 ,925 \ 

\ 
52.9 

* 1 9 8 8 - a s at 30 .09 .88 . . 

tion. (9) 

As at 30.06.1988, Medium and Short-
term loans outstanding was Rs.373.7 
million in respect of 67,364 loans. A 
purpose-wise breakdown of these facili­
ties are given in Table 11. 

A regional-wise analysis indicates that 
92 percent of the loan volume has been 
disbursed outside Colombo District 
thereby demonstrating the strong rural 
biased dispersion in lending. 

Lending operations and credit disbur­
sements have not been upto expecta­
tions. Apart from the minimum share 
requirements for borrowings, relatively 
high interest rates, internal administra­
tive problems, the lack of emphasis on 
identification and appraisal of small 
scale rural projects too appear to contri-
bute to this position. 
(9) This is however counter-balanced by the 

snare contribution requirement up to 10% 

of a loan. 

(10) At present these scales vary from 

Rs.1,875/- to Rs.2,625/- per acre of paddy. 

Crop Loans 

Since 1973, the provision pf seasonal 
crop loans too were brought within the 
CRB Scheme. Credit facilities are provi­
ded for paddy and sixteen Subsidiary 
Food Crops; for "purposes such as land 
preparation, seed, fertilizer, agro-chemi­
cals and for harvesting. The scales of 
finance per acre are periodically decided 
by the Ministry of Agriculture in consul­
tation with the Banks. (10) Under this 
scheme the Central Bank provides 100% 
refinance facilities and the People's 
Bank lends these funds to MPCSs which, 
in turn relend to. member farmers 
through the CRBs. The performance of 
this scheme is summarised in Table 111. 

Since a fuller discussion of this scheme 
is being made in other papers, suffice 
it to add here that Proposals for major 
changes to expand the coverage of this 
lending scheme have been made by 
Bank to the Central Bank, under which 
due recognition has been given for'the 
setting up of an inbuilt mechanism for 
re-scheduling of loans by way of a Stabi­
lization Fund to cover loan defaults due 
to natural hazards, a problem which had 

bedevilled many a lending scheme in the 
past. 

Pawning^ 

Loan Facilities granted against pledge 
of jewellery can be considered as the 
most successful lending operation of the 
CRBs. Societies could engage in pawn­
ing either with their own funds or after 
obtaining overdraft facilities from the 
People's Bank. Pawning loans are given 
both for essential purposes and consu­
mer purposes to non-members and 
members. These advances are repaya­
ble within a year. Renewal of advances 
are however allowed .after payment of 
the annual interest.' The Bank lends 
funds for these purposes currently at 
23 percent pTa. and the CRBs in turn re-
lend at 28%- 30% p.a. As at 30.06.88, 
pawning advances stood at Rs368.5 mil­
lion in respect of 391,1 S3 advances. 

Savings Mobilization 

CRBs have proved to be a very effec­
tive medium of mobilizing rural savings. 
Both the" volume of savings and the 
number of savers bear witness to this' 
phenomenon.- As at 30.06.88, Savings 
and Fixed Deposit balances outstanding 
were Rs. 1,750 Mn. Of this Rs. 1,556 Mn 
were held in 2,273,358 savings accounts. 

The deposits and advances position 
under the CRB scheme as at 30.06.1988 
could be summarised as follows: — 

Volume No. o f 

(Rs . Mn) Accounts 

Advances 

1) Short and 
Medium-term 
Loans 373.7 99 ,876 

2 ) Pawning 368 .5 391 ,153 

3 ) Crop Loans 
Scheme since 
1988 Yala . 583.7 — 

• 
1 3 2 5 . 9 

• 

Deposits 
Savings- .1 ,556.7 2 , 2 7 3 3 5 8 

Fixed Deposits 194 J0 25 ,165 

"' 
1,750.7 
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Anotner noteworthy feature of savings 
mobilization is that 63 percent of 
savings deposits and 59 percent of 
savings accounts were held by non-mem­
bers, which demonstrates the extent Of 
confidence reposed by the rural com­
munity in CRBs. 

Although the gross loans/deposits ratio 
indicates.a lending surplus, when culti­
vation loans for which Central Bank re­
finance is available, to the People's Bank 
are set aside, the advances/deposits ratio 
is only 42 percent. 

Much has been said about the short-fall 
of lending vis-a-vis, the deposits mobiliz­
ed. One cannot overlook the fact that 
the bulk of savers being non-members 
are ineligible for loans except pawning 
advances. Viewed in this light the posi­
tion does not look so unfavourable 

Investment of Surplus Funds 

The People's Bank'provides facilities 
for Rural Banks to invest their surpluses 
in the form of Fixed and Savings Accou­
nts. Surpluses built in current accounts 
are periodically transferred to Savings 
Accounts maintaining only minimum 
balances 'required in current accounts. 
In addition CRBs too invest their surp­
luses in the National Savings Bank when 
their rates are more favourable. Besides, 
the healthy savings supluses position has 
enabled a large number of societies to 
satisfy the demand for credit from their 
members with their own resources. 
Latest figures indicate that, of the 967 
Rural Banks 617 are managing with 
their own funds. 

Profile of a Co-operative Rural Bank 

The-Board of Directors of a MPCS 
holds the overall responsibility of the 
CRB through the General Manager who 
is assisted by an F.xecutive Grade Offi­
cer designated as "The Banking Services 
Manager", whose sole function is the 
management of banking activities. 
Generaly, a CRB will have 2-3 branches. 
.These branches are under the control'of 
Branch Managers. A typical CRB branch 
will be a small unit consisting of a 
Branch Manager and assisted by one or 
two clerks. There will.be about 7 5 - 1 0 0 
transactions a day covering savings 
accounts, pawning and other lending 
operations. Monthly about 10 loan 
applications would be handled during 
off seasons and a heavier work load dur­
ing the cultivation season. The process­
ing time of loan applications would vary 
from 1 - 6 weeks, depending on the 
nature of securities and the purpose. 

Applications for credit by members are 
entertained at a Branch of the CRB or 
Society. These are examined by the 
Branch Manager and the Branch Com­
mittee of elected members and are 
referred to the Banking Services Mana­
ger at the Head Office of the society. 
Processing of applications are generally 
handled at the Head Office and are re­
ferred to the Sub-committee of the 
Board of Directors where the General 
Manager, People's Bank representative 
and a few members of the Board partici­
pate, in making recommendations to 
the Board of Directors. These applica­
tions arc thereafter submitted to the 
Board of Directors for approval. The 
Banking Services Manager is delegated 
with authority to grant loans for emer­
gencies, and he thereafter seeks the 
covering sanction of the Board of Direc­
tors. 

Banks are open for business generally 
from about 9.00 - 1.30 p.m. but in cer­
tain areas hours are extended upto 
about 3.30 p.m. Most CRBs are open 
for business on Saturdays as well. 

Overall Profitability 

It may also be of interest to examine 
the overall profitability of Rural Banks. 
The main source of income of Rural 
Banks is the interest received from 
pawning advances. Their administrative 
costs are fairly low as these units are 
managed by a small staff. As at 30.06. 
1988 of the 967 Rural Banks 597 are re­
ported to be running at a profit. Their 
total profits were Rs.31.4 Mn and the 
total loss of the balance 370 were Rs. 
784,731/-. Thus, the CRBs have becorne 

one of the main profit centres of 
MPCSs. 

Financial Safeguards 

Certain safeguards have also been in­
troduced to strengthen the financial via­
bility of lending operations and safety 
of deposits. Under these arrangements 
(1) MPCSs are expected to make an 
annual assessment of the delinquent 
loans and set apart abortion of their 
annual profits to a "Reserve for Bad and 
Doubtful Debts." (2) All CRBs are also 
required to deposit monthly to a special 
Savings account at the People's Bank 
styled "Rural Bank Deposit Guarantee 
Fund." An amount equivalent to one-
tenth of 1 percent of the total monthly 
deposits made by depositors to Fixed 
and Savings Accounts maintained with 
them and (3) A contingency Fund for 
pawning has been set up to which the 

CRBs contribute monthly a portion of 
the interest received, and is meant to re­
coup losses which are not covered by in­
surance. 

Supervisory and Review Mechanisms 

Operations of these institutions are re­
viewed periodically by several institu­
tions. In addition to the internal audit 
conducted by the Society itself the 
Development Assistants of the People's 
Bank are also expected to audit all 
vouchers and transactions handled daily 
by CRBs. These audits are conducted 
normally during weekly visits. They are 
also subject to the annual Co-operative 
-Department's Audit. The Regional Offi­
ces of the People's Bank carry out 
annual inspections and quarterly surpri­
se, checks to review lending operations 
and other activities. As at 30.6.88, 161 
of the 967 CRBs had^been inspected by 
Regional Offices during the year. In 
addition, the Rural Credit Department 
of the Central Bank of Ceylon also ins­
pects the Rural Banks which are selected 
at random. 

Conclusion 

Now that the CRBs have come of age 
and have demonstrated their capabilities 
to undertake wider responsibilities, 
some of the lines on which further ex­
pansion could be examined are:-

a) introduction of Current Accounts, 
enabling provision of facilities 
through these Accounts, as Over­
draft facilities revolving credit faci­
lities etc., for which amendments to 
existing law would be necessary; 

b) delegation of authority to CRBs to 
act as the People's Bank's agents 
and accept and transmit to the Peo­
ple's Bank, applications for larger 
facilities from members and non 
members; 

c) assisting these societies to finance 
self employment programmes and 
the People's Bank'sSmall Scale pro­
jects financing that would help to 
reduce poverty in rural areas; 

d) Upgrading customer services by in­
troduction of automation. A begin­
ning has been made at the Manik-
hena Co-operative Rural Bank. 

The People's Bank is presently examin­
ing the feasibility of expanding their ser­
vices on these lines. 
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RURAL BANKS - BY DISTRICT. URBAN -RURAL, DEPOSITS. ADVANCES AND INVESTMENT-AT END OF 1988 

'CLASSI­
FICATION 

DISTRICT MO. OF 
50CITIES 

NO. OF 
RURAL BANKS 

TOTAL 
DEPOSITS 

TOTAL 
ADVANCES 

PANNING 
ADVANCES 

INVESTMENT 
IN P/BANK 

OTHER 
BANKS 

TOTAL 
INVESTMENT 

Colombo 10 63 ' 189.6 96.0 63.3 6B.7 34.8 103.5 

URBAN 
$ Total 

10 63 
6.4 

1B9.6 96.0 63.3 

• 

68*7 , 34.8 103.5 

• Kalutara 
GaUe 
Ganpaha 
Kandy 
Jaffna 

10 
18 
17 
22 
22 

47 
72 

110 
73 
28 

72.1 
165.7 
298.6 
167.9 
54.7 

23.8 
60.6 

109.4 
77.0 

1«7. 

16.3 
27.2 
63.4 
40.7 

21.1 
46.0 
76.6 
66.1 
52.0 

26.1 
49.7 

148.5 
6.6 
5.4 

47.2 
95.7 

225.1 
74.7 
57.4 

SPII URBAN 
% Total 

89 330 
33.7 

759.0 272.5 167.6 263.8 236.3 500.1 

Kegalle 
Badulla 
Ratnapura 
Hatale 
Hatata 
N'Eliya 
Kurunegala 
A'pura 
Polonnaruua 
Trinoomalea 

10 
12 
13 
10 
a 
9 

16 
21 
9 
7 

51 
47 
58 
17 
64 
26 

119 
30 
25 
12 

75.7 
59.4 

154.0 
26.6 

145.5 
37.9 

201.7 
13.6 
31.2 
0.1 

37.9 
23.2 
22.8 
17.1 
35.5 
19.2 
5B.9 
5.4 

29.2 
0.4 

14.9 
17.2 
16.2 
8.8 

16.5 
9.0 
9.7 
4.0 
6.7 
0.4 

34.2 
21.7 
61.5 
9.6 

13.6 
16.3 
54.6 
4.1 

13.2 
0.1 

4.2 

52.3 
1.0 

71.4 
2.4 

109.6 

38.4 
21.7 

113.8 
10.6 
65.0 
18.7 

164.2 
4.1 

13.2 • 
0.1 

URBAN/RURAL MIX 
% Total 

117 449 
45.9 

745.8 249.6 103.4 228.9 240.9 469.8 

Ptaneragala 
Hambantota 
Puttalam 
Battlcaloa 
Ampara 
l/avuniya 
Ptenoar 
Kilirncnchl 
Itullativu 

6 
7 
8 

13 
15 
3 
6 
4 
5 . 

13 
32 
38 
12 
22 
3 
6 , 
4 
5 

11.0 
41.7 
51.3 
4.0 
6*8 

> 0.3 
2.8 

0.5 
17.0 
19.2 
3.1 
8.2 

0.1 
7.2 
8.3 
2.9 
5.7 

6.3 
19.4 
9.5 
2.3 
0.8 

0.7 
2.4 

B.8 
22.3 

6.3 
28.2 
31.8 
2.3 
o.a 

0.7 
2.4 

RURAL 
* Total ' 

67 135 
13.8 

118.0 48.0 - 24.2 41.4 31.1 72.5 

SRI LANKA 
% Total 

283 977 
"100.0 

1,812.4 566.1 358.5 602.8 543.1 1,145.9 

• ii if — S S a S S S S I S B B i 

CLASSIFI­
CATION 

NO.OF 
SOCIETIES 

NO.OF 
) RURAL BANKS 

TOTAL 
DEPOSITS DEPOSITS 

TOTAL 

ADVANCES 
% 

ADVANCE 
TOTAL 

S INVESTflENI 
t 
INVST. 

INVESTMENT 
AS A % OF 
TOTAL 
DEPOSITS 

URBAN 
ami URBAN 
URBAN/RURAL 

nix 
RURAL 

10-
89 

117 
67 

63 
330 

1 

449 
135 

169.6 
759.0 

745.8 
118.0 

10.5 
.41.9 

41.1 
6.5 

96.0 
272.5 

249.6 
48.0 

14.4 
40.9 

.37.5 
7.2 

103.5 
500.1 

469.8 
72.5 

9.0 
43.6 

41.0 
6.3 

54.6 
65.9 

63.0 
61.4 

SRI LANKA 283 977 1,812.4 100.0 666*1 100.0 1 1,145.9 100.0 
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