
  Priority sector was first properly defined in 1972, after the National Credit Council emphasized                              As per the RBI circular released in 2016, there are eight broad categories of  

         that there should be a larger involvement of the commercial banks in the priority sector.                                                                                    the Priority Sector Lending. 

   Priority Sector refers to those sectors of the economy which may not get timely and adequate credit.                             (1) Agriculture (2) Micro, Small and Medium Enterprises 

     Priority Sector Lending is an important role given by the RBI to the banks for providing a specified                                     (3) Export Credit (4) Education (5) Housing (6) Social Infrastructure 

                                                         portion of the bank lending to few specific sectors.                                                                         (7) Renewable Energy (8) Others. 

       This is essentially meant for an all-round development of the economy as opposed to focusing                                 The others category includes personal loans to weaker section, loan to  

                                                                   only on the financial sector.                                                                                                  distressed persons, loans to state sponsored organisations for SC/ST. 

             The sector was then defined by Dr. K. S. Krishnaswamy Committee. In 1974, the banks were given  

              a target of 33.33 % as share of the priority sector in the total bank credit. However, later on the basis  

                                 of Dr. K S Krishnaswamy committee, the target was raised to 40%. 

 

 

 

 

 

 

                                                                                                                                                                                                            Reserve Bank of India (RBI) initiated two significant steps-  

          To grant access to credit at a more concessional rate.                                                                                           First, it revamped PSL norms by including some new sectors such as social             

        To ensure the development and expansion of the priority sectors.                                                                          infrastructure, renewable energy and medium enterprises among others. 

    To ensure more financial inclusion and access to funds for the lower strata of                                                  Second was the introduction of the scheme of priority sector lending 

                                              society like SC, ST, women etc.                                                                                                  certificates (PSLC) to facilitate the achievement of PSL targets by banks. 

These lending’s ensure the equal development of all the regions and sectors as a whole. 
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    Priority Sector Lending Certificates (PSLCs) are negotiable certificates issued against                                    Some banks fail to lend to the priority sectors and their target of 40 % is not fulfilled. 

                                            priority sector loans of banks.                                                                                                While other banks fulfilled the same or even lend more than their specified target. 

      PSLCs aims that, banks can earn a premium for surpassing targets of priority sector lending.                         In this case, the bank which failed to reach the target of 40% can buy the PSLCs  

        PSLCs are introduced to enhance lending under priority sector.                                                                                 Issued by some other bank which completes the target. 

            Priority Sector Lending Certificates (PSLCs) scheme was first suggested in the report of                                  Now the failed bank can reach the 40% target to adjust their balance sheet  

                   former governor of RBI Dr. Raghu Ram Rajan led Committee on Financial Sector                                         positively in the financial year. It also enhances the lending to the categories  

                                         Reforms – ‘A Hundred Small Steps’                                                                                                                                               under priority sector. 

                 The price of PSLCs will be determined on the basis of demand and supply that will be  

                               reflected in the auction under the RBI’s e-Kuber trading platform. 

 

 

 

 

 

 

                       There are four kinds of PSLCs: – 

                 PSLC Agriculture: Counting for achievement towards the total agriculture lending target. 

              PSLC SF/MF (Small and Marginal Farmers): Counting for achievement towards the sub-target  

                                                  for lending to Small and Marginal Farmers. 

           PSLC Micro Enterprises: Counting for achievement towards the sub target for lending to Micro Enterprises. 

         PSLC General: Counting for achievement towards the overall priority sector target. 
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