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Abstract—This paper proposes an interim as well as a 

comprehensive approach for improving credit delivery 

using Information Technology tools. In the Interim 

approach, we suggest the use of IT tools for training bank 

staff and educating the clientele about facilities available 

from the bank. The interim approach also proposes 

mechanisms for revamping existing loan processing 

procedures through workflow automation based on 

Business Process Reengineering. With this type of 

application of IT, it is expected that the loaning system in 

the banks becomes more agile, more transparent and more 

accountable through complete documentation and on-line 

monitoring of every aspect of credit transaction such as the 

receipt of the loan application, processing, disbursement, 

and monitoring and loan recovery. As a longer-term 

solution, the study also proposes a comprehensive, fully 

automated credit delivery system for improving rural credit 

delivery through Multi-Service Delivery Systems (MSDS) 

and Centralized Rural Database and the development of 

national grid of rural data. Under the proposed rural credit 

delivery system, there will be two main entities of the 

system: the multi-service delivery system (MSDS), and the 

integrated multi-entity database grid (IMDS). The IMDS is 

a key resource in managing transactions of many banks and 

other entities using a single transaction point like the 

MSDS. This document details architectural design of this 

critically important database and related issues and weighs 

several options for different aspects of the database system. 

The design principles of the MSDS are also detailed. The 

proposed arrangement will also help bridge the digital 

divide between the urban and the rural India to a certain 

extent 
Keywords—Indian Rural Market, Rural marketing, 

Communication Mix, FMCG, Model for Rural Communication.   

I. INTRODUCTION  

                        A multi-agency credit delivery system is in place for financing 

credit-based development activities, under the Lead Bank 

Scheme.  In 1988, the Service Area approach was also 

introduced as a strategy for improving the quality of rural 

lending. The Lead Bank Scheme Information System and 

Service Area Monitoring Information System (SAMIS) have 

also been operationalized using monitoring arrangements. The 

micro-finance and linkage of the banks to the self- help-groups 

/ NGOs and the issue of Kisan Credit Cards are among the 

recent developments in rural lending in India. Despite the large 

number of initiatives, the rural credit delivery system still 

requires improvements. Quantity of credit off-take must 

increase to facilitate rural capital formation, employment, and 

growth. The speed of loan processing should be faster, and the 

cost of delivery should be reduced. These issues are currently 

relevant and important and have been identified as such in the 

November 2003 credit policy statement as well.  

RBI has recently appointed a High Power Committee under the 

Chairmanship of Prof. V.S.Vyas to examine the credit delivery 

system and to make recommendations for its improvement.  In 

the recent past, the Reserve Bank had also to give directions to 

the banks to charge not more than 9 percent per annum interest 

on the small agricultural advances up to Rs.50, 000 despite the 

interest rates being free.  These two developments clearly show 

that that there are certain felt deficiencies in agricultural credit 

delivery system.  The fact that the banking system has achieved 

most of the targets for priority sector advances other than the 

target of 18 percent of the total advance to agriculture and 12 

percent for direct lending to agriculture highlight this problem.  

The recovery rates in agriculture lending being some of the 

lowest is also an indicator of the problems in this area.   

It is not that agricultural credit delivery has not been studied and 

researched adequately; perhaps, it may be one of the most 

studied subjects in the country for over several decades by the 

government, bankers, and academicians. The study of the 

problems relating to agriculture in a formal way began with the 

establishment of an exclusive department for the purpose in 

RBI as far back as 1934 since the RBI Act required that RBI 

shall maintain expert staff to investigate and advice on the 

matters relating to rural credit. Beginning with the legendary 

All India Rural Credit Survey Committee Report in 1954, 

literally thousands of reports have examined and investigated 

the problems relating to the credit delivery for agriculture and 

rural area. Latest magnum opus on the subject is the National 

Agricultural Credit Review report 2000.The Expert Committee 

on Rural Credit (Chairman: Professor V.S.Vyas) submitted its 

report in 2002.One more High Power Committee headed by 

Professor Vyas has been set up by the Reserve Bank of India 

recently to review and advice on improving credit delivery to 

agriculture.  

 

Rural credit has been a laboratory for various policies, 

initiatives, investigations, and improvements since 1955.The 

http://www.ijcrt.org/


www.ijcspub.org                                                © 2017 IJCSPUB | Volume 7, Issue 1 March 2017 | ISSN: 2250-1770 

IJCSP17A1001 International Journal of Current Science (IJCSPUB) www.ijcspub.org 2 
 

first major strategy adopted for improving rural credit delivery 

was the institutionalization of the credit delivering system with 

the cooperative as the primary channels.1971 brought in the 

multi- agency approach to the rural credit delivery with the 

induction of the commercial banks into the scene. In 1979, 

specialized institutions called Regional Rural Banks and 

subsequently, another breed of institutions called Local Area 

Banks   came on the scene. With the operationalization of the 

Lead Bank Scheme, area approach to rural lending was 

formalized and attempts were made to match infrastructure 

development with bank credit flows for ensuring development 

of the rural areas. The Scheme sought to give a special supply- 

leading role to the banking system in rural development and to 

ensure access of the rural population to bank credit through 

rural branch expansion. The latest initiative is the micro finance 

and the involvement of the self-help groups wherein the banks 

are trying to involve other agencies for urgency of rural credit. 

The National Agricultural Credit Review Committee Report 

documents the history, development and the status of the 

various important issues involved in rural credit delivery in 

India in detail. It is interesting to know from this voluminous 

report that solutions have been advised and implemented for 

almost all the real as well as perceived problems in rural credit 

and still this area remains a problem defying proper solution. 

For example, some of the key concerns like the end-use of 

credit, infrastructure gaps, the high costs of lending have been 

attended and repeatedly. Despite that, the delivery of credit for 

agriculture and rural development remains unsatisfactory.  

Various approaches have been adopted for improving rural 

credit from time to time. It was felt that project lending will 

revolutionize rural credit. This was followed by area approach 

and extension- based schemes and then the lead bank scheme 

providing for forward and backward linkages and the scheme 

of linking banks to Primary Agricultural Credit Societies and 

the linkage of bank to microfinance institutions. 

 

Under the hypothesis that social factors like education, training 

and social pressures have critical bearing on the credit off-take 

and its productive deployment in rural areas; several attempts 

have been made and are being made to address them. 

Accordingly, the group lending, the family approach and 

entrepreneurial development program, the involvement of 

NGOs and voluntary agencies, the social groups and the use of 

self- help- groups are all being tried out for channeling adequate 

credit to agriculture and rural sectors.  

 

With considerable enthusiasm followed by disappointment, the 

cooperatives were positioned as the primary, rather the 

exclusive channel, for rural credit delivery for about two 

decades and the latest report on the cooperatives is that, by and 

large, they require assistance rather than being of any assistance 

to the farmers. With a few honorable exceptions, cooperative 

credit system, is not in good shape and attempts to restructure 

and rehabilitation of this system are underway.  

 

Therefore, despite the concerted efforts by a multitude of 

agencies, the agricultural credit delivery remains a problem.  

The 2003 November Review of the Monetary and Credit Policy 

takes up this and provides for the constitution of an Advisory 

Committee to review the various exiting arrangements and “to 

suggest appropriate changes in the institutional and procedural 

arrangements for the smooth flow of credit to agriculture” The 

Policy also states that the Committee is “expected to help in 

capturing technological developments in the cause of 

improving credit delivery.” 
  II ICT and Credit Delivery System   

Against this background, the key question to ask is whether 
an IT-based solution is possible to achieve desired results in 
credit delivery i.e., whether technology can be harnessed for 

improving the efficacy of the credit delivery and for the 
minimization of the transaction costs involved, for ensuring 
that bank credit actually increases and promotes productive 
capital formation and investment in rural area and helps 
address the critical problem of the rural -urban divide.  Where 
economic, social and institutional approaches do not appear 
to have fully succeeded in improving the rural credit delivery, 
we may consider a technology-based approach to supplement 
if not to replace the existing delivery mechanisms.  

The recent field study conducted by the bankers and the State 
Government in Orissa under the auspices of the State Level 
Bankers Committee has highlighted four major problems in 
rural lending.   

 First is the knowledge gap, the awareness -deficiency among 
the borrowers and potential borrowers about the available 
bank facilities as well as the lack of adequate knowledge on 
the part of bank staff about the bank’s own schemes and 
facilities and about the borrowers and their environment. The 
second is the attitudinal problems of the lenders and the 
borrowers. And the third is the excessive and complicated 
documentation. And the final issue is the non-differentiation 
of credit risks of individual borrowers. Our suggestion is that 
in all these areas the application of information technology 
could provide considerable help if not a complete solution.  

As far as knowledge-gap is concerned, it exists in three 
dimensions.  It is a well-documented fact that there does not 
exist an effective dialogue between rural borrower and the 
rural institutional staff, the reason why even today the rural 
people continue to rely on informal sectors for meeting their 
financial needs, to a considerable extent. The lenders namely 
the bank staffs are not fully aware of their own schemes, their 
area of operation and their clientele. The rural bank staff does 
not appear to have the required level of information and 
knowledge about their own systems and procedures and 
schemes as well as the involvement with the environment in 
which they operate due to lack of time or lack of interest.    

The information with the bank branches about the 
borrowers in their operational area is rather inadequate and 
the proper system of management of available data does not 
appear in place.  Given this lacuna in information about the 
rural economy, there is a strong case for use of ICT for 
designing rural data base to be completed and maintained 
either by bankers or by external agencies.  The operations 
within the banks themselves require to be improved for 
bettering the quality of services both in terms of speed and 
responsiveness to the customer needs.   

As far as borrowers and potential borrowers in rural areas are 
concerned, they are not fully aware of the various facilities 
and schemes for avail of credit in the banks despite several 
attempts at information disclosure.  For instance, the rural 
bank branches are required to notify considerable amount of 
information about the availability of credit and the generic 
redressal mechanism so much so that one finds a lot of posters 
being displayed regarding various schemes and the facilities.  
However, the rural people for whom it is intended are largely 
unaware of, and perhaps, incapable of benefiting from such 
mode of information dissemination.  Perhaps, this is a classic 
case of inappropriate communication which has also affected 
the credibility of information provided.  It is here that, 
perhaps, technology can help.  Possibly, a multi-media 
presentation to the villagers about the facilities available with 
banks will be better and more effective communication than 
exhibition of posters / printouts.  The borrowers are also 
unaware of the various developments in agricultural and rural 
technologies.  In fact, what is more worrying is that, 
according to anecdotal evidence, they seem to have developed 
certain indifference and skepticism about the information 
provided by agricultural extension agencies in the rural areas.  
This credibility gap is a matter of serious concern because it 
acts as a block for any transmission of productivity- 
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enhancing- technology transmission to the rural people.  In 
fact, this phenomenon may be the result of poor quality and 
unusable ness of information provided and its unimpressive 
and indifferent delivery.  For instance, it is known that a 
commercial crop like vanilla can provide enormous income 
and the farmers are unwilling to try it out.  Therefore, perhaps 
one can use ICT to ensure providing of reliable and accurate 
information which is attractively packaged by the experts 
through multi- media presentations.  

The second problem relates to the attitudes of the lenders as 
well as attitudes of the borrowers.  This is the single most 
import impediment in the flow of credit to agriculture.  The 
lack of accountability for non-performance, poor recovery 
and external interference has accentuated the problem.  
Perhaps, there is also another perception, rather fallacious 
perception, behind the mindset of the bankers, that rural 
lending is somehow not a good business proposition.  These 
informational and attitudinal difficulties need to be overcome 
through retraining. The e-learning methodology and material 
might be helpful for this purpose since the usual mechanism 
of training namely workshops and seminars have been 
eliciting indifferent response and indifferent attention on the 
part of the rural banking transaction presumably because of 
poor quality material and ineffective delivery.  

 As far as borrowers are concerned, there is again a problem 
of not having enough determination and application to deploy 
credit productively to improve or scale up their business 
operations. Another difficulty with the rural borrowers is that 
the experience has created expectation of doles and waivers of 
various types i.e., "concession-mongering" and "subsidy 
syndrome". What is needed is transformation of their attitude 
and awakening of entrepreneurial talent. In retraining attitude 
of the borrowers also it may be worthwhile to deploy ICT 
through proper research and investigation, and devise 
imaginative solutions and superior methods of 
communication with them so that their unrealistic 
expectations from banks are removed. The success of Agriline 
initiative in Tamilnadu iand the beneficial impact of the ITC-
sponsored E-Chowpal provide support to this view. In fact, 
web-based communication system with the real people 
providing information about the important farm practices etc., 
making useful information available such as the leadership 
role models, the prices of various products and extension 
inputs might be more successful than the training and 
extension delivery systems currently in vogue. 

Rural bank branches generally have staff shortages, adversely 

affecting credit assessment and quality of service.  With the exit 

of large number of experienced staff under the voluntary 

retirement schemes of the banks, the availability of expertise 

for credit management in rural branches has become scarcer 

than before. It is here that technology can be used for achieving 

more scientific and quicker assessment of credit risk through 

credit scoring models and workflow automation. It should be 

possible build robust credit scoring models using the Indian 

data for the important sectors of the rural economy through 

rigorous research and make such models available to the bank 

branches for use.  That would improve the quality of credit 

assessment by enabling   each credit risk to be evaluated more 

systematically and objectively. 

The information technology application can help in reducing 

the delays and the documentation through Workflow 

Automation. This provides an elegant method of achieving 

speed and accountability and would improve the performance 

in rural branches. 

Realizing the urgency and the magnitudes of the problem, we 

propose two-pronged approach for harnessing the Information 

Technology improving rural banking. In the short term, the 

banks can implement the suggestions contained in the Interim 

Solution. The more comprehensive and somewhat radical 

approach suggested in this paper would require meticulous 

preparation and would take considerable time for testing and 

actual implementation.  

 

 III. Interim Solution 

The problems of rural credit delivery need to be addressed with 
immediacy and comprehensiveness. Therefore, there is a need to 
adopt a two-stage approach. It is proposed that, in the short term, 
the information and communication technology may be used 
and applied to improve existing delivery mechanism. The 
specific proposals are the following: 

a. As most of the bank branches have been computerized, the 
electronic medium could be used for communication of the 
banks' missions, schemes, facilities, and ideas. Further, the E- 
learning strategies may be systematically operationalized to 
afford training to the branch staff. 

b. Interactive training programs on E-learning platform could 
be especially effective for training the bank staff in good 
customer service and for providing behavioral inputs. In this 
context the banks may explore the feasibility of outsourcing the 
attitudinal training to external expert agencies or consultants. 

c. The problem of delays and excessive documentation can be 
addressed by reengineering the business processes of the 
branches. It is heartening to note some banks have already 
started this work e.g., ING Vysya Bank. Perhaps, all banks may 
consider taking up the business process reengineering in their 
rural branches immediately either internally or through the 
external agencies with a view to eliminating unnecessary 
procedures and ensuring better compliance with the 
requirements. Maintenance of electronic documentation of the 
procedures and the use of personal computers for training the 
staff would certainly provide valuable support for this initiative. 

d Implementing workflow automation with document 
management systems and converting bank branches into digital 
offices would speed up the processing, tighten accountability 
and improve the performance culture of the bank. By providing 
for online monitoring of the transaction processing work by the 
supervisors and of the branch work by the controllers would 
automatically ensure increased accountability. Additional 
benefit of this fully automated work environment would be that 
all instructions, policies, and standards of the bank get 
implemented at the ground level in a consistent manner.  As the 
maintenance of the files, documents will be in the electronic 
form, the time taken for searching of the documents and filing 
of the documents can be reduced considerably. 

E There is a need to differentiate between credit risks of the for 
informed decision making. Therefore, the banks may develop 
simple credit scoring models using the Indian data and load such 
models on the computer systems in the branches, so that the 
credit- decision making at the branch level becomes more 
objective, more quantification-based and qualitatively better. 
The big benefit will be the progress that could be made in 
differentiating the individual credit risks. Yet another benefit 
will be building up the data about the borrower/clientele for 
credit monitoring and for other banking purposes in future.     

IV. Technology-based Solution for Rural Credit Delivery 

It has been a matter of concern that the multi- institutional rural 
credit delivery system has not been very successful in delivering 
required amount of credit to agriculture and small-scale 
industries and small and medium enterprises.   The share of bank 
credit for agriculture has declined from 17.6 percent in 1985 to 
9.8 percent in 2002.  The institutions are in place, the systems 
repeatedly revamped several times based on multiple 
committees are also in place.  Despite this, the growths of the 
agricultural credit in the country during the last three years have 
been less than the growth of credit for services and corporate 
sector.  The value addition to the GDP by the agriculture has 
been low as compared to the industry sector and the services 
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sector.  The income disparities as reflected in the poverty are still 
a matter of serious concern.  

The National Agricultural Credit Review committee headed by 
Prof. A S Khusru has established that the cost of rural lending 
by commercial banks and cooperative banks is unsustainable 
and does not break even.   In fact, it has been sustained through 
cross subsidization.  The two elements of the costs namely, 
capital costs and the current expenses are of the rural branches.  
Rural bank branches are such that the transaction in the rural area 
cannot support them.  The experiment of having low-cost 
institution for rural lending in the form of Regional Rural Banks 
also has not been successful in as much as the RRB staff 
expenses are required by law to be on par those of the 
commercial banks.   

Therefore, the rural credit delivery system is not performing 
efficiently and, in a cost, effective manner.  It is against this 
background that we position a technology-based solution for 
improving the speed efficiency and effectiveness of the credit 
delivery of the rural people through the application of 
information technology tools and systems. We propose Model 
for using Information Technology for improving rural credit 
delivery system by reducing the cost, increasing the speed of 
delivery, and also increasing the value addition in the service 
delivery and improving the accountability.  

A key issue in rural credit delivery is the availability of the 
authentic, authoritative, and complete data about the people, the 
environment, and the economic activities of the area in a readily 
usable form on demand. Several procedures and documentation 
requirements emanate from the absence of such data for 
verification or otherwise to the banks in ready form. For 
instance, if the detail of the land and cropping pattern, the record 
of rights were to be available in electronic form online to the 
bankers, there is no need for bankers to ask for records of 
landholdings from the applicants of crop loans. Likewise, if 
reliable and authentic data about the past borrowings of an 
individual is available, the ostentation of the no- due certificate 
from other financial agencies can be dispensed with. Even the 
very application forms can be further simplified if 
comprehensive data about the people and vocations in the 
village are available online.  Online availability of full 
information about the customer and his environment will enable 
the service- provider to structure a distinctive and appropriate 
loan product to meet the specific needs. Therefore, the 
technology solution being proposed is based on the strength of 
IT in providing data online, on demand in the required form to 
all the financing agencies in the rural area with a view to 
improving credit delivery and credit monitoring. 

  V Rural Banking Outsourcing Model:   

The researcher proposed a  vision of  efficient rural credit 
delivery system using IT Data  Centre warehousing all the 
required data   and a Multi- Service delivery machine with 
connectivity to the Data Centre and through it to the banks etc., 
In this model, there is outsourcing of the front-end banking 
operations  and the manual interventions in the process of credit 
appraisal and credit delivery would be minimized and the bank 
personnel devote their time for making credit judgments on 
bigger loans and for  credit monitoring.  It is expected that the 
knowledge- gaps on the part of the bank staff, on the part of the 
borrower can be overcome using technology facilitated services.  
Further, it is also expected that the attitudinal problems of the 
bank staff and accountability issues within the public sector 
framework or even the institutional framework can be 
overcome, to a large extent, when the operational aspects of rural 
banking are outsourced. In fact, the model of outsourcing of 
business processes is increasingly being accepted and adopted 
as business model for achieving higher levels of efficiencies and 
economy the world over. Even Government Departments like 
Income Tax authorities have outsourced some of their data 
processing management operations. Of course, the outsourcing 
as a business   strategy is gaining importance among 

corporations. Hence our proposal for automating and 
outsourcing the credit operations.  

There is evidence to show that   credit risk evaluation work can 
be automated, to a great extent, particularly for small and 
standard -type loans.  Business Rules Engines representing the 
core business logic have performed well.  For instance, the 
Tavent Technologies, a US based IT services cum product firm 
has produced and marketed a mortgage banking product banking 
for Ameri Quest a US based mortgage bank.  With the mortgage 
banking product based on artificial intelligence logic, the bank 
is reported to have automated the decision-making process. The 
business rules in this banking product represent the dynamic 
elements in application and any change in a business policy gets 
immediately reflected in the application.   In fact, there would 
be greater consistency in credit decisions with automation. In 
any case, for a long time, the departmental stores have been 
using credit scoring models for approving lines of credit to the 
customers.   

The technology solution being envisaged will reduce if not 
eliminate the   Yet another problem on the real lending namely 
documents.  Right from the loan application forms to the various 
types of documents which are obtained for evidence including 
the entire contract or covenants of the loans and other services 
of the bank can be effectively can be converted into electronic 
format after BPR. The use of electronic medium allows for 
greater security, quicker validation of the data and for online 
retrievability of the information as and when required for the 
purposes of credit monitoring. Besides, here are significant 
advantages like reduction in the transaction cost and greater 
speed and ease of delivering and well as the avoidance of 
subjectivity and / or the outside pressures in the credit 
evaluation.  

Since the rural loans are smaller in size and generally non-
complex and considering the fact that loans up to Rs. 50,000/- 
are not the required to take any collateral as per RBI mandate, 
the use of credit scoring models for many borrowers covered by 
the rural sector can be done through the electronic medium 
easily.  This would also facilitate the bundling and 
corporatization of small loans at least the Non-Performing 
Loans. Another advantage would be that the banks will be able 
to tap the potential business in the rural areas in a cost- effective 
manner to improve their profitability with a broad and profitable 
stable rural portfolio.   

 VI  Conclusion 

To achieve at least 8 percent overall economic growth in the 
country as targeted by the Planning Commission, it is essential 
to ensure sustained growth in agricultural sector. Increasing the 
adequate and timely flow of productive credit to this sector is 
critical factor for improving investment growth and capital 
formation in this sector. While there is an established multi- 
agency infrastructure for rural credit delivery comprising co-
operatives, commercial banks and the micro finance agencies, 
the flow of credit still requires acceleration and qualitative 
improvement in delivery.  To address this important issue, this 
paper proposes an ICT –based solution for improving the 
delivery of credit and other services of the rural areas. The 
solution proposes common infrastructure for the rural data 
collection and information management and processing and the 
sharing of the delivery channel by the banks with a view to 
substantially reducing the transaction costs and improving the 
speed and quality of delivery. The elements involved in the 
proposed solution are the establishment of a data hub for every 
village and ensuring its two-way connectivity to the multi 
service delivery machine at the villages for providing the 
banking, extension another government services well as 
connectivity to all the concerned banks and other service- 
providing agencies like the government and its other 
departments. The solution suggests the outsourcing of the data 
hub and the MSDS establishment and operations with required 
safeguards and robust structure. 
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