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ROIE OF CREDIT IN THE DEVELOPMENT OF AGRICUILT URE




ROLE OF CREDIT IN THE DEVEIOPMENT OF AGRICULTURE

1.1 Introduction '

It is a recognisedv fact that agriculture, like any
other industry, needs credit for its sustainance, the
amount and duration of it depending on the time involved
in the process of prclduction. The inability of the agrie
culturist to carry.on his business without credit is a
fact proved by higtcry and evidenced by the poverty and
indebtedness of the persons engaged in the busiress of
agriculture. Credit temporarily transfers purchasing
power from orne individual or organisation to another.

It ideally brings together substantial financial resources
with farm management skills to benefit both the giver asd
the receiver. But unfortunately, it may be used in a way
which is damaging to oneé or both parties, and credit
institutions may be inadequate to meet the needs of

agriculture.,

The role of credit in augmenting agricultural

production has been a subject cf controversy for the



economists. The limited role of credit in the

deve lopment of agriculture has been attributed to the
extreme uncertainities associated with agricultural
production and the marketiné of its produce. However,
the issue has been settled by making a distinction

between traditional agriculture and modernised agriculture.

Fundamental structural differences are found in
the nature of agriculture of the developed and
deve loping countries. In advanced countries, agriculture
has become fully commercialised and-the farnei is becoming
more and more an er’it;epreneur whose approach to production
does not essentially differ from that. of the industrialist.
His production is to be Vmarketed. What is intendeqd for
home consumption is now-a-days unimportant seen against
the background of the many and various needs of the fcrmer's
fami ly. and taking intoc consideration that only a small

percentage of his incom® is spent on food.1

But the nature of agriculture found in India
at the time of independence and in most deve ]opi‘ng countries
at the present time may be termed as traditional agri-
culture, Traditional agriculture is characterised by
subsi stence farming in which the extended agricultural
fami ly provides as much as possible for its own direct

needs of food and in pari:icular for food grains. Since



the entire erergy of the farming ccmmunity is diverted

for the production of food grains, it is logical that
farmers are less market oriented and are reluctant to
raise cash crops. Therefore, it has been often said A
that agricultuze .is a way of -life in develcping countries.

’
.

Economists differ in their appr;ach' in analysing
the causes of the Itraditional nature of agricultxyuelin
these economies. Some emphasise that the social and
cultural factors along with the inherent valwe system
prevalent in these countries encourage the traditicnal
pattern of agricultural production. Others seek to find:
an econdmic interpretation of the nature of traditiocnal

agriculture.

The FAO Expert Group, emphasising the social
factors is of the ocpinicn that "agricultural production
is the variable factor determired by family needs, which
in their turn depend on tradition and the varying extent
and composition of the fami ly".v2 In the rural communities
of the deve loping countries, the pattern of production
is as rigid as the pattérn of consumption, including
religicous and ceremonial purposes and such a community is

not fertile soil for innovaticns. The Group maintains



that for the agricultural sector of these societies,

the methods of production are not only traditional but
that tradition also determinres what kind of crops\ have

to be grown and how much to be produwced cof each of them.3
Other economists also echo the same view, Prof.Haﬁsen 4
writes in the case of India, "Agricultural practices

are controlied by custom and tradition* .4 The force

cf custom, the rigidity of status and the distrust of
rew ideas combire to create an atmosphere 1mm¢$1 to
exﬁeriment and innovation. Gordon Donald states in a
forthright manner when he says that small farmers are
assured to be living in village societies in which varioﬁs
kinds of traditional or semi-traditional social |
organisation, and the corresponding attitudes and values,
are the main determinant of their be]'laviour.5 Thus, it
is almost fashionable on the part of these ecbnomists to
pre sume thaﬁ Peasants in traditiconal agriculture lack

the virtuves of "Prote stant ethics"® that strongly encourage

to release the productive forces fcr rapid development.

Thei'e is another grcup of eccncmists which provides an
economic conception of traditional agriculture. They
reject the view that traditional agriculture is essentially
a cultural characterisation of the way particular people

live. To them, “the cultural attributes of a folk society



do not provide a. rigorous basis for identifying
traditional ag::iclzx,ll'cur'e."6 To-day most of the works on
agricultural development support the view propounded
by T .W. Schultz that in traditional agriculture capital
is not a significant constraint on the output of small
farmers. This refers to the agricultural sector as a

whole, individuals may have in-sufficient capital.

In the Schultzia model, farmers in traditional
settings, overtime, are thought to hawe acquired'amounts
of 'capital that are consistent with their technology, their
holding of land and capacity for labour. To Schutz,
résourcé allocation in this tyre of agriculture is
efficient with the existing state of art. Accordimj to
this "efficient but poor" hypothesis, the community is
poor because the factors on which the economy is dependent
are not capable of producing more under existing circumst-
ances. J.W. Mellor also holds the same view when
he statesg, "with comparatively inactive levels of
technology, physical conditions and resource ,c_osts.
farmers have been able gradually to evolve efficient
organi‘sation"°7 Thus, traditional agriculture is
bagically a techhologiCally motionless phase in which
attempted change usually produces small increases in

production. In such a static society, the rate of return



simply does not warrant the additional investment..
Therefore, in the absence of rew techniques, any
injection of new credit will be used primarily to finance

noneproductive expenditure.

Finally, a group of economists also approach the
nature of the traditional agriculture in terms of the
"relations of production'.‘ According to these economists,
the continuation o.f semi ~final production relaﬁions
operates as a drag on land prodhctivity. The basic
features, of this mode of production as it operates
in Eastern India countryside are most iucidly and
cogrently pres‘entel'd by A. Baduri.8 These are (i) an
intensive non-legalised share cropping system, (ii) perpe-
tual ihdebtedness of the small tenants, (iii) overwhelming
presence of usury, (iv}) limited access of the small
tenants to the rural market that force theém to involve
in involuntary exchangs. In such a system, the us
of unfree labour is mostly found. It is egsentially
a pre-capita}.ist stage in the historical process of

change 2

The system prevents capital investment in agri-
culture, for such investment would increase production
and if the tenants share remain®d constant, the

tenant might get out of his debts. The landowners could



lose economically if the loés of his interest income
were not compensated by higher income from the greater
output. Politically he could lose even more in so far
as the tenant freed all the extra economic conseguwence s
of the debt bondage .10 That is why the land owning
class approaches whole process of prod'uction and distri-
bution mainly with a view to perpetuating this semi-
feudal bondage rather than allowing rapid rate of invest-
ment and intensive use of available means of production
in the rural areas. "Here, the user's capital plays

a historically reactionary role which is not only
responsible for low use of means of production and
inimical to net invegstment in the agricultural sector,
but is also responsible for wide-spread poverty, debt

slavery and semi-feudal bondage."ll

1.2 Role of Credit in Traditional Agriculture

Having understood the nature énd causes of the
®traditional agriculture® in many of the dewveloping
countries in general and India in particular, it is now
proposed to analyse the role that credit can play to
transform it into a state of developed and modernised
sector. Now it has been widely held that credit has a
limited role to play in transforming traditional agrie

culture in the absence of the use of modern inputs. This



view has been supported by the three group of economists
mentiored while analysing the causes of the nature of

traditional agriculture.

Those who attribute underdeve lopment in agriculture
to socio;cultural factors are of the opinion that in
- a traditional society the expansion of agricultﬁral o;:redit
does not always bring about an adequate increase in agri=-
cultural production. In the initial stages of agricultural
development, credit to farmers will have a predominantly
consumptive character. Many factors are responsible for
this, they include the subsistence nature of the farming,
poverty r_eflected in lack of the food reserves, improvidence,
crop fai lures and other caiaxnities, a rapid increase in
population, the traditional customs of rural life which often
involve heavy expendit'.;re for religious and social cere-

12 S0 long as the traditicnal social structure

monies.
is prevailing in the ruxal. areas, the subsistence basis cf
agricultural produétion and the attitudes of rural popula-
tion will act as strong impediments to agricultural develop-

ments on modern lines,

In traditional agriculture, the dividing line
between household and farm expenditure is very thin; and
it is impossible to draw a clear border line between 4

credit for consumptive and credit for productive purposes



Thus, the incentives and possibi lities of using capital |
for stepping of agri_cultu;al production are very limited
in the early stage of development. If credit programnes -
are to be successful in such a society,'lit': will be
nécegsary to explore the conditions in which farmers
live, how they look at the world and what stimuli them
could _be'v'e.xpected to respond to°13' |

This statement brings one to the arguwents of the
second group of economists, i.e. Schultzian model of
*efficient but poor® economy. It has been already stated
earlier that resource allocation is effigient in traditional
agriculture. Therefore, no appreciakle increase in
agricultural production can b had by reallocating the
existing factors. In such a setting, in the absernce of new
techniques, there will ke N0 motivation for néw invest-
ment and credit will be used for none.productive purposess
Thus, traditicnal agriculture is niggardly in the meaningful
sense that it is an expensive source of economic growth.14
Therefore, the proposal to bring cutside capital in order
to increase the rate of investment in existing factors are
too expensive to be worthwhile, as it is well known that
the rate of return. does not warrant the additional invegt-

ment. But an upward shift in prcduction function is
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possible only when new factors ;'are introduced. These
new factors”are rresently found in a large box 1labelled
"technological change". It will be necessary to

remove them from this box and find ways of making them |
available and acceptable to the farmers who are bound by

traditional agricvult ure o 15

Thus, to Schultz, economic growth' from the agricultural
sectecr of a poor country depe;lds predominantly upon the a
availabi lity and price of modern agricultural factors.
When these factors are being produwed and distributed
cheaply, investment in agriculture becomes profitable.
Then the farmers accept modern factors and learn how best
to use them. All these things provide an inducement to
increase savihgs> and to develop institutions to provide
credit for financing invegtwent in such factors. Thus,

a credit programme will b successful when there is a
change in agricultural technology or the possibi'lity of a

new producte.

Finally, one is in a position to find out the
efficacy of a credit programm® in augmenting agricultural
production, when traditional agriculture is defined in terms
of the ."semi-fe udal®™ or "pre-capitalist" mode of production.
It has been widely held by these economists that the

semi-feudal mode of production acts as a stumbling block
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tc the release of the productive forces and tc the

deve lopment of agriculture on capitalist lines. This
argument has been advanced not only by the Marxist
economists, but also by a brilliant acédémicion,

Daniel Thorrer who certainly cannot be labelled in a
particular group. In the mid fifties Thorner observed
that in India, the Semi-feudal mode of production acts
as a *bullt-in depressor’ that inhibits technical change

and grdwth in agriculture 016

The sar® view is shared by Utsa Patnaik. In a
labour surplus economy like India a section of the
underemployed surplus population in the form of tenants
bids up‘the rents ¢f land to hunger rent levels, and the
réemainder comprising labourers is forced to accept bare
subsistence wages and debt bondage. The fami liar pre-
independence "unholy trinidy" of the landlord - morey
lender -~trader acquire a stranglehold over the peasantry.
There emerged a formidable barrier, from this, to
productive investments along capitalist lines, constituted
by the barrier of pre-capitalist absoclute ground rent to

capitalist investment. 17

The rich land owrer leases out a substantial
portion of his land to the land huhgry peasants who bear

all the costs of cultivation:; but he is in a position to



to extract a high rent (about 50 per cent of the gross
product) . Again he has the capital which he puts usually
into trade and qury and collects a high rate of interest.
It is more profitable for him to be engaged in losing out:
land and advancing usurious loans than to switch over to
di rect cultivation. It will be worthwhile for him to go
for direct cultivation by making productive investment

if the return from the direct culti‘v“ation is sufficiently
large enough to give him surplus over and above the return
from leasing out of land and usury. But this isZremote
possibility at the prevalent technological set-up. To
make productive investment on capitalist lines, the
productivity raising rew technologies should be introduced

that should bring a quantum jump in the yield and

surplus per unit cf area and ovwercom@ the rent barrier,

Now the question arises in the absence of radical
and reforms, can the external stumuli like the price
support and state sponsored schemes of extending rural credit
in the absence of new technology cause productive
investment in agriculture? The answer is in the negative:;
for a price stimuli vghose a formidable rent barrier is
working. Thus, wﬁat is required is not a state sponsored _
extension of rural credit, but a land augmenting teéchnical
progress associated with ferti liser-fed hybrid seeds and

controlled irrigation facilities to increase productivity
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per unit of -arfa. Once new technology has been introduced
and new inpﬁts are made available in the market, credit
will play a significant role in increasing agricultural
pProductivity.

1.3 Rpole of Credit in Modern Agriculture

In modern agriculture, the farmer assumes the role
of an entrepreneur whose approach to production does not
essentially differ from that of the Industrialist; Agricultvln:e
becomes fully commercialised and the farmer produces for the
market being guidéd by profit motive. As has been
emphasi sed earlier, it is the "new technology package"
and avai labfility cf new.inputs at a cheaper rate along with
thf—‘ knowledge. of how to use theém bring about a transformétion
of traditional agriculture into a modernised a one.
Once the farmers get the mtivation_and opportunities of
making profit, they rise to the occasion and introduce

‘new technology® to augneént produaction.

This "rew technology™ may be divided into two
categoriés; one derending on biologiCal sources of
energy and the otheér on mechanical sources of energye.
Bioéhemical technology is *land-augmenting® and ‘labour
absorbing*® in nature. It continues to employ the
traditional implements alcng with the human and animal

labour but makes sufficient use of irrigation, fertiliser
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and high yielding varieties of seeds. It is the appropriate
technology for a labour surplus economy as it absorbs

more human labour. Mechnical technology displaces huﬁan

and animal labour and malkes use of machines. Like tractors,
threshers, harvest comb\:h::tners etc. to carry out égricultural
prcciuction. This ¢type qf technology 1s "labour displacing”
in nature. In India, the rich farmers of Punjab, Ha;yana,
and Westein Uttar Pradesh are increasingly resorting to

both the techniques.

It is obvious that the "land-augmenting techniques”
has no size bias where as mechanical technology has a
size bias. However, recently it has been observed that in
Punjab and Haryana, the small farmers are also going fof
me€chani sation by-hiring in the machinery from the ;ich

fa:rmer:sa'18

It is important to cbserve that both the
techniques do have a resource bias. In Modernised agri-
culture, there is more market orientation and communalisa-
tion of the economy . The fa;:nzers have to enter the market
to purchase ferti lisers, HYV seeds, pesticidges, 9ther new
inputs and n\odetn agricultural implements and tools.

They need sufficient amount. of cash to purchase thege inputs
produced and suppiied by th® non-farm sector, The resource
base and saving potentiality of the farming community

being very narrow, the supply cf outside finance to them

recones absolutely esgsential,
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In the event of such a situation, the credit institu-
tions enter the field and play a dynamic role in modernising
agriculture and increasing productivity. Agricultural
credit demonstrates a clearly dynamic character when a
major portion of it is utilised for financing the nrew
“techmlogicél package'. Agricultural development is a
complex and inter-related problem. One should not
overlook the fact that agriecultural credit is only ore of
the many factors playing a part in the complicated process
of stepping‘ l.lp \agric.ultural production. The FAO study team
rightly observed that far from being a .pan acea, credit was
not even the harmless patent medicine which it was often .
thought to 'be.lg For a suxccessful implementation of
agricultural credit projects, a number cf other preconditions
shculd be menticnred. These include the provi sion of
remunerative prices, proper marketing facilities, creation of
infrastructure, availability of rew inputs and extension
services, and proper economic plaming and administration.
Finally, the existence of a proper systém cf land tenure is
recessary for agricultural deve lcpment. In a labour surplus
economy like India, given the weak bargaining pﬁsition of
labour, the land-owne€rs can change the share ratio of rent in
their own favour when rew preduction possibilities appear.
Should the tenant d4i sagree, the ultimate threat cf eviction

is there ozo Credit programme would b¢ a failure even under
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nrew technology where farmers have nc security of tenure or
where leases granted to them are so short that they are

“not inclimed»tcia improve their land. _Fina:lly, land reforms
are necessary not only for increasing productivity, kut also
for equity congiderations. Enactment of progressive measures
of land reforms and their efficient implementation cali

for hard poliitical decisions and effective political

support, direction ana control. Radical land reforfn laws
aim at restructuring the entire pfoperty re lations in the
countryside and requires a substantial amount of courage

and determination for implementation. One feels sad to
mention that most of the land reform measures hawe bee;x reduced
to a mere fcrce because of the lack cf requisite political
will *lukewarm® attitude of the bureaucracy and a passive
legal system. 1In the dbsence cf the requisite land refcrms,
a gcvernment supported credit prcgramme will help in

subsidising big land owners at the expense of the small farmers.

l.4 Agricultural credit in India

Histcrically, agriculture has been the mainstay .of
the Indian eccnomy. The entire British Empire in India was
maintained and financed by the surpluses generated from
agriculture. (Even to-day after nearly forty years cf
plamed econcmic development, 67% of the tctal work force is

engaged in agriculture and 37% of the Net Domestic product

is gereralised in the agricultural sector). Agriculture
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contributes substantially in the fcrm of focd and raw
materials to the rapid industrialisation of country.

Some times its rcle in earning scarce foreign exchange
reserves through the exports of primary goods is also
sub-stantial. But unfortunately, upto the middle of the |
si xties, the nature cof Indian agriculture was predominantly
traditional with a colonial system of admini stration and
exploitation, the institutional pétﬁarn in agriculture'_

was not conducive for moderni sation.

In a d&nsely pecpulated country like India, land keing
the most important asset in the absence of alternative
avemwees of employment, there was tremeéndous pressure on
land._ Further, the gkewed distribution c¢f land created
a vést army cf small and marginal farmers and landless
labcurers. In the presence cf a feudal mode cf production
the big landlords were explciting them through the sup;ﬁly
cf u..suriouscapital. Even tn the traditional set up, the
Indian farmers were in need of credit. Emphasisging
the need of credit in a traditional agriculture, Mellor
states that the problem of finance and credit arise largely
from a seasonal production cycle which is super-imposed on
a non-seascnal consumption patteérn. Ewven production inputs
are required either throughout the year of at concentrated
21

reriods other than harvest time, armexrs may use some

amounts of medium term and long term credit to finance
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gultivation tocls, wells and irrigation devices, land
improveuénts and working animals. Again, crop fai lure is
. a special credit requirement in traditional g agriculture
which éssm\es the -characteristics. Of medium term or lcng
term credit. The amount of interest involved adds to

the debt burden and may lead to loss ¢f land and

other aésets.

Thus, it will b a folly to underestimate the néed
for credit in traditional Indian agriculture. The farmers
try their best to finance these linves',tments cut of their
own resources. D to acute poverty and cultural constraints
their saving is véry inadequate which makes it inevitable
for them to depend on o.utside fingnce. In the agbsence of
institutional provisions, they fall an easy prey to the
trap of the moneylenders who prcvide them credit at an
exorbitant rate of interest kncwing fully well that fammers,
1_n no circumstances, can pay back the amount. Tc quote
the all~India rural credit surwvey, “If credit is sometimes
fatal, it is opten indispensable to tl;xe cultivatoré. The
agricultural credit is dsually the least institutional and

mcst dispersed of all tyres cf finance.,"22

There is ncthing wrong or peculiar in Indian
cultivatcrs borrowing, because finance is essential for all
business undertakings and agricultwe is nc exception to

this fact. But the overdependence of the farmers on landlords=-
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cum~ moneéylenders - cum- traders and diversion of
credit for consumption purposes aggregates the poverty of
the farmers and the state of Indian agriculture to a

large extent.

The evils associated with the credit from these
moneylenders prométed the government' to introduce legislation-
to drive them out of busiress and free the agriculturists
from their clutches. It was realised that the se
non-institutional agencies should be replaced by the
institutional agencies to provide credit to the agricul-
tural sector. The term * institutional agencies * includes
those institutions which are under the official control
of the govermmeént in laying down the terms and conditions
associated with the provision of agricultural credit. These
institutions comé under the direct control of the govern-
ment to direct the flow of rural credit in a broad policy
framework which is consistent with theé process of national
planning and deve lopment. Of course, before inélEpenaence,
the co—operat1v§ movement in India had been initiated in
1904 to carry on the busimess of the rural_banking and replace
the morey lenders. But by the time of independence, the |
' co=~cperative had nof achieved any significant success. By
observing the performance of the co-operative credit socie-

ties in India, the Rural Credit Survey Committee has said,
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"the cooperative has falled in India, but co-operation

w23 It is clear from this statement,

must snxéceed.
tha£ the committee had no h€sitation to recognise that
co=operative structure occupies a pre-emirent position in
the institutional framework of agricultural credit,

There fore, it reéom'mended the strengthening of the
co-operative movement with regard to structure, mobilisation

of resources and operational efficiency.

The néed for agricultural credit has undergone
a profognd chahge after the introducticn of the ‘Ney
Agriculﬁural strategy’ popularly known as the ‘Green
Revolution' in the mid sixtieis. Indian agriculture has
witnessed a major téchncloqical bre sk-through and a pro-
gressive commercialisation in recent years. The Intensive
Area Deve lopment Programme (IADP) started in 196061 ‘
envisaged a package of superior inputs in se lected districts
with assured supply of watér. In 1964-65 a programme known
as tte Intensive Agricultural Areaé Programme (IAAP)
was taken up covering 117 districts to improve the cultivae-
tion' of seiected majcr fced crops in these areas. The
real break-through came with the large scale adcption of

high~yielding varieties cf seeds (HYV) programme in 1966.
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With these technclogical changes the importamce of
capital in agricultural production in India has been rising
rerharkably especially where HYU and the.inte'nsive deve lop-
meént programmes have been in progress., As & gonsequeice --
the de.ma_n-dn:cutves iforspurchased inputs, e.g. seeds fertili-

zers, pesticides, irrigational ififrastructures, agricultural

" machirery and equipment, etc. have shifted upwards leéding

to increased cutlays by farmers on various inputs. The

nal valwe prcductivity of capital in agriculture having
\’UNA'"

,fingre’% d, the farmers have come to depend more and more
& o

%f’bo’ owed capital or external finance. This has given

rew dimensions tc the problems of agricultural credit.

The moderni sation of Indian agriculture, however,
lJopsided it may be, capital has come to play a significant
role in auygmenting prcduction. Emphasising this point C.H.
Hanumantha Rao wribes, “Iand and Labour has ceased to be the
predominant factors cf growth in Indian agriculture,
Capital, together with scientific knowledge, has already
become a majcr scurce of groivth, afxd its significahce is
r_apidly inc'reasing.' The diﬁparities in income and in wealth,
within the agricultural sector would, theréfore. depend
crucially on how cabital is and will e distributed among
the different holding size groups. Those committed to

an egalitarian agrarian set-up have heen focussing attention.

" Diss
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almoét exclusively cn the need tc have a more egual

di stribution of land, reglecting the egually important
isSwe of equitable distribution of capital. Credit from
institutional sources lis becoming 1ncreasihgly important
és a means of capital formation in agriculturé: A study by
Tej Bahadur also showed the positive role of agricu_lturé.l'

credit in increasing farmers output, income and 1nvestment.25

From the above discussion, it is now clear that capital
has come to play a significant role in augmenting
agricultural ?roductivity after the adoption of the new
agricultural strategy. Therefore, institutional credit has
to play an important role and the institutional agencieg
are called upon to discharge these responsibilities in
a satisfactory manrer. Taking into consideration, some
peculiar Indian problems in agriculture, 1like the dominant
presence of the small and marginal farm€rs and landhssv |
labourers, with socio—cultural constraints and the
di stributicn of rural assets, the institut;ional credit

Aagencies face more difficulty in fulfilling their obligations.

The institutional agencies are in a better position
than the non-institutional agencies to appreciate these
social needs and act accordingly. Among the instituticnal
agencies, the co-operative credit societies keep a pride or

place in providing agricultural credit after being re-organised
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from time to time to suit to the requix:euzents of the
Indian agriculture. The All India Rural Credit Review
Committee made the assessment of requirements of agri-
cultural éredit.and the possibilities of the co-operatives
fulfi lling this 'requirement._ Keeping in view the gap
between the total resources of the co-operatives on the
one hand and the growing dmand for credit in the agricul-
tural field on the other, the ccmmittee considered it
necessary to bring a@ncie\s such as c_omrrer_cial Banksg, inclu-
ding the State Bank of India and its subsidiaries, in the
field of agricultureicredit. Thus the ‘multi-agency*

approach»to rural credit was. initiated.

With the hationalisation of 14 major commercial
banks in July 1969Aand the six others later, the commercial
banks have, no doubt, becone more responsive io the needs
of agriculture. After nationalisation, the banks opened a
laree number of branches in rural areas and have increased
their advances to these an‘eas‘considerably. However, the
introduction of commercial banks into the rural sector could
not fully méet the requirements of agricultural credit in
a satisfactory manrer. As a resgult a new agency, RRBS,
(Regional Rural Bank) was created with the purposé to £ill

up the gaps in Rural Credit Structure.
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Though this, *‘multi-agency' approach was initiated
with many hopes and aspirations, it has been, often, observed
and alleged by many researéh students that institutional
credit agencies hawve not fulfilled the aspirations of
.the agricultural sector. The distributicn of agricultural
credit is among the States is still dahgerously skewed and
insj.de' a state, the rich farmers are appropriating a
lareer share of credit at the expense of the Small farmers.
This study is an attempt to find out the structural
changes that have taken place in the flow of institutional
credit to agriculture in the last two decades (1961-1981)
and to see whether these changes are in line with the

broad national objectives.

1.5 Objective of the Study:

With the Vintroduction of rew technology in the
agricultural sector, the demand for credit has increased
significantly in India. As a res.ult, the agricultural
credit ifxstitutions have undergon® a qualitative and
quantitative transformation in recent years.. In order to
meet the rising demand for production credit under the
impact of various technological changes, the institutional
agencieé like co-operative societies and commercial
banks have substantially increased their scale of
operations, thereby causing remarkable decline in the
relative share of non-institui:ional agencies in the flow
of agricultural credit. However, it is often said that

the benefits of institutional credit facilitieg have

been largely shared by the re lati vely prosporocus r:égions




25

of the country and by the comparatively richer section
of the rural population in each region. Besgides, it

is aiso be lieved that the objective of liberating

rural poor from the clutches of the exploitative
money-lenders and traders has temained‘ unf ulfi 1led in
many regions. In view of thege facts, an attempt

has been made in this study to analyse the changeé in
the structure of agricultural credit both spatially
and temporally and to find out some policy implications.

The sgpecific objectives of the study are 3

1) To £ind out the temporal changes in the relative
role of institutional and non-institutional:
sources of credit in various regionse.

.2 To anaiyse the 'regional di sparities in the

disbursal of institutional credit to agriculture.

3) ‘ An attempt is also being m'ade to study the
changes with respect to the structure of
securitiés, interest rates,dif ferent purposes
for which credit is granted and the position

- of overdues cf the co-operative credit societies.

4) To analyse the distribution of credit according

to the size of ownership holding of the borrowers.

5) To examine the changes in the credit-deposit

ratio of the commércial banks in the rural areas.
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6) To find out the degree of association between
the avai lability of institutiopal credit

and some indicators of agricultural developrent.

Methodology gnd Datga Bage

A gtate has been ta‘len.as a unit of anélysis
in this study to examire the regional variations in
the flow cf agricultural credit. Seventeen major étates
have been chosen in the study. The remaining states
are ignored for two reasons, firstly some of these
states were non-existent before 1971-72 and secondly,
there is no significant developthen_t in the organisation
of the ingtitutional agencieé in these states. To make
the .temporal analysis, three time periods have been
taken for the co-operative societies, Period I - 1961-62,
Feriod II - 1971-72;A and Pericd III - 1981-82. To
study the temporal changes in the supply of credit from
the commercial bénks, two time periods have been taken
1971-72 and 1981-82. It is because, comnercial banks
entered the rural areas in a big way only after their
nationalisation in 1969-70. The contributions of
credit from the Regional Rural Banks have been considered

only for 1982-83.,

The supply of institutional credit has been
presented in the form of -percentage shares to study

inter-state variations both temporally and spai:ially.
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Avai labi 11ty of credit per hectareof gross cropped

‘area has been estimatéd to find out the inter-state
variationé in the flow of instituticnal credit. To
examine the extent of inmequality in the supply of
credit, various statistical measures like Gini -~
coefficient and co-efficients of variation have been
used. To find out the degree of asséciation_ between

rer hectare avai lability of credit and indicators of
agricultural development, the method of rank correlation

has been used. . .

Aval labi lity of credit per hectarecf gross cropped
area has been taken as an indicator cf supply of credit
in various states. So far as the position of overdues,
credit-deposit ratio, distribution of credit among
different size-classes of cwnership holdingg sural
branch expansion of the commercial bénks and expansicn
of co-cRrative credit societies are concerred,
the data have been présentEd in the form cf percentage
shéres. To analyse the expansion of Regional rural
banks, rer branch rural population have been e stimated.
To examine the correlation between supply of institu-
tional credit and agricultural develcpment, some
indicators of agricultural development have been chosen.
These include the yield of foodgrains per hectare of
gross cropped area, per hectare consumption cf fertili-
sers, the use of pump sets and tractors per thousand

hectare of gross cropred area and percentage of gross
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crcpped area irrigated in each states.

Data Bgges

The entire study is based on secondary data

col lected from various sources.

(1) The data ‘for the stéte-wig and agency-wi se
distribution of cash loans for 1961-62 and 1971-72
have been obtained from the All-India Rural Debt and
Investment Survey of 1961-62 and the All-India Debt .
and Invesgtment Survey of 1971-72 respectively. The
data for the state-wise and source-wise distribution
of casﬁ loans outstanding in Rural areas in 1981-82
has been obtained from National Sample Survey, 37th

Rou.nd, Remrt NO. 3220

(2) All data for the co-cperative credit agencies
have been collected from the statistical statements
relating to co-operative Movement in India, KBI,

NABARD (Relevant years) .

(3) Data for Comrercial banks' finance_ have

been collected from various sources. Theése are s

i) Basic statistical Returns, Dec. 1982.

1i) Statistical Tables Relating to Banks in

i11i1) Report on Currency and Finance, 1983-84,
Vol. II’ RBI' BOR\bay.
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4) Data for the percentage of area owred by
size-class of ownership holding have keen compiled
~ from NSS, 26th Round and 37th Round.

5) Data for the indicators of agricultural
development have been obtained from the Fertiliser (
Statistics, 1973-74 and 1983-84, FAI Publications.
and Statistical Abstract, Govt.of India.

The study have been divided into six chap'ters.
Chapter II Geals with the growing importance of
instituticnal credit in India in which the changes
in percentage share of various agencies, both institutional
and non—instiﬁutional, in total agricultural credit have
been analysed. Chapter III deals with the changes in
the flow and structure of co-operative credit to
agriculture. In Chapter IV, som® aspects of change in
the flow of commercial banks' credit have been studied.
These include the progress of rural b}:anch exparis:lon,
changes in per hectare supply of direct émd total
finance, pErcentgge shares of short-term and term loans,
credit cieposit ratio at the rural branches eté€. Iln
Chapter V, an at_t;embt is eing made to f£ind out the
degree of association between supply of institutional
credit and indicators cf agricuitural dévelo'pment.
Firally, Chapter VI deals with the gsummary and conclusions

of the study.
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CHAPTER I

GROWING IMPORTANCE OF INSTITUTIONAL CREDIT TO AGRICULTURE

2.1 The injurious and exploitative nature of credit
supplied by the private agencies like tﬁﬁ 61 llaée noneylen-
ders or sahukars was recognised by the (_i:ovex_:unent of India
in the pre-indspen‘dence reriod and it took sevex::al

steps to xégulate the activities and operations of
moneylenders through legislative enagctments. The basic
objectives of such enactméents were to bring about an
improvement in the terms on which private credit was

avai lable to agriculturists and to place legal restrictions
oh the unreasonable exactions of moreylenders. Under

the Deccan Agricultural Act of 1879 (subsequent amendments
in the Acﬁ were made in 1892, 1886, 1895, 1907, 1910

and 1912), the Courts were allowed to go into the

contract of devbt and modify it in favour of the borrower

S0 as to reduce an oppresive rate of interest, to mevent
sale of land, unless specially pledged and to restore

the land Ato th§ cultivator even when there .was a sale

deed between the two parties. The Usurious Loans Act

was passed in 1918 which tried to improve the legal
position of the borrower. The Regulstions of Accounts
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Act was passed in 1930 in Punjab and later on enacted
in.various states with a view to protect the debtor

from manipulated accounts by prescribing forms of accounts:
and insisting on the debtor being supplied with thegse
regularly. Further various acts on licensing and
registration of moneylenders were passed by the different
states from time to time. But the powerful moneylenders
successfully evaded the prc_viaion of these laws and

the poor cuitivators were depr'iv\ed of. the benefits of

theae_ measures.

The British govermment was fully aﬁare of the evils
associated with the credit supplied by the non-institutional
- agencies. Therefore, it cam® forward to provide credit
to the farmers diréctly under the Land Improvements Loans
Act of 1883 and the Agriculturists loans Act of 1984. |
The former Act deals with long-term Ioans and the latter
with short term loans. The long term credit from the
government to the agricultural sector is known as ‘Taccavi
Loans® in India. The advantages of ‘Taccavi Loans® were
that thege loan.s were long term in nature and rate of
.inbsrest was very low. Thess loans uare also particularly
sul table during the tim® of natural calamities like
droughts, floods and cyclones. Bdt the total amount .
lent under both the acts was insignificant and thegs

played
loans/a very small part in agricultwal financing.
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Therefore, at th® beginning of the Century, it was
realised by the authorities that institutional credit

should emerge in a big way to free the poor agriculturists
from the clutches of the moneylenders.

Institutional Credit System for the rural sector
started with the organisation of co-bpa‘r-ative Credit
Sé_cieties .at™ the beginning of the Century to emphasise
thrift and actual help. But the co-operative societies
were very weak both structurally and functionally even
after independence. The situation was rightly assegsed by
the Rural Credit Survey Committee of 1951-52 in the
following words: ®“Although legislation for the regulation
of moneylending has bsen enacted and enforced in most
of the states, in pta?tically none of them has any
adequate machinery been set up for the specific purpose
of ensm'i‘ng an effective implementation of various
measures... Because of the 1qadequa_cy of supervising
machinery, absence of an alternative so&ce of credit
and the compelling nature of the borrowers'requirenents.
the moneylenders are able without much difficulty to

evad® almost all important provisions of thege enactments”,

2.2 The Multi-a ADDI: s

The co-operative credit system was recrganised

in the mid-fifties in the wake of the recommendations
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of the All India Rural Credit Survey Report. Following
it, the Govermment of India, the RBI and the State
governments made special efforts to foster the growth

of the co-operative movement. However, cooperative
credit did not develop unifermly in all states of the
country. Again, Credit needs of the agricultural sector
increased rapidly due to the intrcduction of infrastructural,
biological and technological developments, commercial
‘'banks. were therefore, inducted into the field of agri-
cultural credit under the policy of “Social control®
over banks in 1967. Subsequently, 14 major scheduled
commercial banks were nationaliged in 1969 to faci litate
the flow of credit into the agricultural sector. As the
Rural Credit Review Committee Report put it in 19693

“at the same time, effort in the sphere of rural credit
should not be solely concentrated in the co-operative
sectcr. Co-optratives should be strengthened, rut they
would be all the better - and the former better served
if other institutions co-existed with them in healthy

competition® .26

This approach has come to b known as the “multi-
agency aPproach® in which commercial banks serve as an
additional source of credit to the rural sector. ILater

on Regional Rural Banks (RRBs) were organised in selected
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areas. With their emphasis exclusively on the small/
marginal farmers, agricultural labowers and rural
artisans. Keeping this "multi agency approach” in
mind, it is proposed to make a brief analysis of the
sftucture of various agencies engaged in the field of

agricultural credit.

Co-operative Societieg:

The Co-crerative Credit structure in India consists
of two parts, short and medium term and long term. The
short and medium term credit is supplied through a three-
tier structure. The primary agricultural credit societies
functioning at the base of the co-operative credit system
are the major outlet cf short and medium term credit
to the rural sector. The organisation of these societies
dates back to 1904 when the first co-operative societies
Act was passed. Thege socieites were started with the
objective of providing cheap credit to the agriculturists
in order tc free them from the clutches of the money-
lenders. Thusg, the agricultural primary credit society
is the focundation stcne on which the whole co-operative
edifice 1is built. The primary agricultural credit

societies are the institutions which have direct contact
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with the agriculturists who are their members and for

whom thegse are mainly organised.

At the district level, there are Central Co-operative
- Banks which act as an 1ntermdiary to link the village
level primary societiés with the money market. They
providge funds toc meet the credit requirements of primary
member societiesg for production, marketing and supply |
- operations. They also serve as the balancing centre for
adjusting the surplus and deficiency of working capital
of the primary sccieties.:. At the apex of the co-operative
structure, théere is a stat® co-operative Bank at the

state level which works as a final link in the chain
between the small and widely scattered primary societies
one the one hand, and the money market on the other. It
balances the seascnal excess and deficiency of funds

and equ;ls the demand for and supply of capital. It
takes off the idle morey in the slack season and supplies
the affiliated socieites and Central Co-operative Banks
with rescurces during the busy season. The Chief
objective of the Apex Bank is the coordinate the wor ks of
the Central Banks and to link co-operative Credit
Societies with the gentral money marlet and the Reserve

Bank of India.

The long-term Credit is usually provided by the
primary co-operative iaend Deve lopment Banks which serve

an area of a taluka or district. In some states, there
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is no primary Land Development Banks, therefore, the
Central Land Deve lopment Banks which works at the apex
'1evve1_in the State advances loans directly to individuals
operating through branches and agencies. It may be
stated that Laﬁd Developrent Banks have a two-tier
structure in most of the States with Central Land
Development Banks at the apex level and Primary Land

De ve lopment Banké at the block/tehsil/subdivision/district

level.

Commercial Bankgs

Historically, one of the purposes of establi shing
the Co-operative Credit system was to bring together
people of small means for promoting thrift and mutual
help for development. Commercial Banking, on the other
hand, cam® up on the traditiconal lines and was not tuned
to rural lending even within the\ framework of their adherence
to security orienbed' lending. The leadership and ethos
in commercial banks were urban. However, gfadual change
started fol lowiné the recommendation of the All India

Rural Credit Survey Committee in 1954.

The process of involving commercial banks in
rural credit was initiated with the conversion of the

Imperial Bank of India into the State Bank of India (SBI)
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in accordance with the recommendations of the Rural
Credit Survey Committee Report. The preamble to the

Act settihg up the SBI stipulated ore of the main
objectives of the bank as “the extension of the hanking
function on a large scale, more particularly in the rural
and semi-urban areas". This was followed up by a provision
in the.Stgua Bank of India Act, that not less than 400
branches should be opened wit?_un the first S years

of the banks v‘aor)d.ng. SBI exceeded the target and opeped
416 branches between July 1955 and June 1960; Of these

247 1 .e. about two third were opened in small towns

with population below 25,000. Becaus® of bank nationali-
sation of 1969 and governménts policy of expansion of
credit to rural areas, further branch expansion programmes
were initiated by the SBI and its suwbsidiaries. By the
end of June, 1980, out of the total number of 7740 branches
of SBI group, 3.597 branches or 46 percent were in rural

arease.

After 1969, commercial banks as a class began
to enter the rural sector in a big way. The commercial
banks tried to increase their direct participation in
rural credit market in two important ways, firstly by
rapid expansion of branches in the rural and semi-urban
areés. and secondly through a number of operational

innovations such as establishing specialised branches
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exclusively or mainly oriented to farm lending,
intensifying their efforts in specific areas under

vi l1lage adoption scheme, taking over primary Agri.cul;
tural Credit Societies (PaCs) and Organising Farmers
Service Societieg (FSS). The commercial banks have
made ‘seriéu'snefforts to move nearer to their customers
ih the rural s=ctor and to serve them better. In their
efforts, they have been assisted by the Iead Bank Scheme
(LBS) and the setting up of Regional Rural Banks (RRBs)

in selected areas.

Regdonal Rural Bankg:

In 1975, the Government of India appointed a
Working Group under the chairmanship of Sri M. Narasimhan
to review the flow of institutional credit especially
to the weaker sections of the rural community. The Group
found certain deficiencies in the role of the two major
agencies in the field, the co-optrative credit institu-
tions and the commercial banks. It also came to the
conclusion that the regional and functional gaps in
rural credit cannot b2 met within a reasonable period by
reorganising or restructuring thé two systems.28 At
the same time, it recognised certain commendable features
in both the gystems which would be combired in a new

tj(pe of institution.
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The wWorking Group, therefore, recommended to set
up Reégional Rural Banks (RRBs) . It was intended by
the Group tﬁat thes® banks should be gtate sponsored,
'ro'gi.onglly based and rural oriented. They were neant
to combine the “"local feel and fami llarity with several
problems which the co-operatives possess and the degree
of business organisation, ability to mobilise deposits,
access to Central Money Markets and a modernised outlook
which the commercial banks have®™, on the basis of this
recommendation, the government of India promulgated the
RRBg Ordinance on 26 S=ptember 1975 and the first five
RRBs were establi shed on 2nd October, 1975. The ordinance
was later replaced by the RRBs Act 1976. The RRBg,
thus, came to form the third component of multiagency

credit system for agricultural and rural development.

?he RRBs are sponsored by scheduled COmuércial
banks, usually a public sector commercial bank. They
are visualised as the rural arms of the commercial banks.
Therefore, a spgcial responsibi lity lies on the sponsor
bank. A few non-public sector commercial banks have
also sponsored the RRBs. The major objective of the RRBs
is to develop the rural economy by providing credit
and other facilities for agriculture, trade, industry
and other producfiw activities in th® rural areas, parti-

cularly to the small and marginal farmers, agricultural
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labourers, artisans and small enterprerneurs. Keeping
this ocbjective in view, the government of India hés
decided that RRBs should confine their lendings only
to the weaker sections. This coveragé of the weaker
sections.by the RRBs makes them as the small man's
bank and could considered as their most distinguished

feature.

Overgll Set-yp of the Multi -Agency Approachs?

Under the multi-agency approach to rural credit,
both the commercial banks and co-operative credit
societies receive active financial and non-financial support
from the central and state governments and naticnal level
institutions such as the Reserve Bank of India, the
Agri-cultural Refinance and Development Corporation, the
National Co-opefative Deve lopment Corporation etc. The
most important development in the field of rural credit
in recent years is the getting ﬁp of the National Bank
for Agriculture and Rural Development (NABARD) in July
1982. It took over from Reserve Bénk <;f India all the
functions the latter performed in the field of rural
Credit - Designed specifically as an "organisational
device for providing undivided attention, forceful

and direction and pointed focus" to the credit problems
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of the rural sector, NABARD is now the apex bank for
rural credit. The Agricultural Refinance and Deve lopment
Corporation which was set up in 19V63_tof meet thé long-
tem-credit nreeds of the rural areas, has also been
merged with the NABARD. However, the RBI can exercisge
contrcl over the NABARD since the Deputy Govetnor of

the former is the ex-officio chairman of the latter.

The field level institutions which provide credit
to individual borrowers coonsist of i) Primary agricultural
Co-operative Credit Societies providing both short-term
and mediun ~term credit tc their members. (ii) Primary
Land Development Banks or branches of Central Co-operative
Land Deve lopment Banks dispensing long term credit to
their members, (iii) branches of commercial banks and
V(iv) branchesiof Regional rural banks. ¥hile the ingtitu-
tions at(iii)(gmxﬁtipurpose and multi-term credit to
all categories of persons engaged in agriculture and
other rural economic activities. those at (iv) serve,

at present, a restricted clientele, as a deliberate

mncy.

2.3 Agency-wise Distribution of Agricultural Credits

A brief sgketch of the various agencies, both at

the national and field level, providing credit to the
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agricultural sector has been made and it is being
observed that co-cperative Credit Societies, Commercial
B'anké and Regional Rural Banks are the main suppliers of
credit to the rurél sector. Therefore, it is proposed

to study theé contributions of all the three agencies

to agricultural credit and the changes that had taken place
in their contributions over a period of 20 years (1961-81) .
Moreover, it is a well known fact that the non-institutional
credit agencies like moneylenders, Landlords and traders
were dominating the rural money market even after indepen-
dence., However, with the emergence of the ingtitutional
agencies, their contrcl over the rural credit market started
declining. Therefore, it is intehded to study the contri-
butions of non-instituticnal agencies to the rural credit
market and the changes taking place in their contributions
over the two decades. The purpose of the gtudy is to .
see whether the share of the non~institutional credit has
declinr®ed or not. An attempt will also be made to analyge
the relative importéhce of various instituticonal credit
agencies in the flow of total instituticnal credit to

agriculture.

The agency-wise distribution of cash-loan borrowing
for 1961-62 and 1971-72 has been provided by the All.

India Rural Debt and Invegtment Survey of 1961-62 and the



43

All India Debt and Investment Survey of 1971-72 .
respectively. The data for the Stabé-wise and source-wige
di stribution of cash loans outstanding in Rural areas in
1981~-82 has been obtaired from National Sample Survey,

'~ 37th Round, Feport No. 322. The share of the varicus
institutional agencies, namely, coopefatives. commercial
banks and RRBg .in total institutional agricultural credit
for 1981-82 has been estimated from the data prcvided by
the statistical statements . elating to co-orerative
movements in India and Report on Currency and Finance,
RBI. It should be noted that while trying to study the
share of the various institutional agencies in total
institutional credit to égricultuze. the role of the govern-
ment as a separate agency has not been considered since

its contribution in direct financing is meagre.

1961-62: Table 2.1 shows the agency-wise distribution

of the total cash loan borrowing in 1961-62 .both at the
all-India and State level. At the zll-India level, the

share of the non-instituticnai credit agencies in the total
cash loan borrowing was 81.30 per cent out of which .
agriculturist money lenders contributed the highest percentage
(36.00%) «+ The professional money lenders contributed

13.20 percent followed by traders 8.80 percent and relatives
and friends 8.80 percent. Loans from othér scurces stcod

at 13.90 percent. The contributions of the landlords were
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Table 2.1
Percentage Digtribution Qf Cagh Logn Borrowing During 1961-=62
(Agency-wi se)
310, Tstaves | Gowts Comop. | Com. Land Agri. Prof. Tra- Rela-  Otvers "
erati - Banks lords Money Money ders tives
ves. Iende -~ lend- & Frie-
rs ers nds
l.: Andhra Pradesh 0.50 - 12.70 1.50 0.40 59.30 9,60 10,20 1.60 4.20
2. Assam 4.50 1.70 - - 38.10 10.80 11,00 21,20 12.70
3. Bihar 1.00 2.60 - 0.10 62.70 14.80 6.30 7.50 4490
4. Gujarat 1.10 25.70 - - 5.80 6.30 11.60 21.20 28.20
5. Haryana X X X X X x X : X x
6. Himachal Pradesh x p 4 X p 4 X X X X x
7. Jammu & Kashmir -  11.40 . 0.20 0.30 7 +00 - 18.80 15.20 42.60
8. Karnataka 6+10 20.60 0,60 -1.80 43.10 4.60 9.20 6.50 11.20
9. Kerala 1.10 11.90 4.0C 1.20 7.20 0.90 §.30 11,30 51.60
10 Madhya Pradesh 1,20 17 .40 0.30 0.10 34.00 3.30 11.40 3.40  4.20
1l. Maharashtra 8430 38.30 0.10 0.30 16.20 28.10 3.60 15,50 9.40
12. Orissa 4.20 16.60 - 0.20 15.10 28.80 S .20 6.50 11.20
13. Punjab 2.10 10.50 - -  3.80 30,90 16.50 3.60 13.90 18.70
14, Rajasthan 0.80 3.80 0.10 - 26.30 23.80 18.30 6420 20.60
15, Tamil Nadu 2.70 16,50 1420 0.20 59.80 6.80 2.30 3.60 6.90
16. Uttar Pradesh 2.60 16,60 0.40 0.20 35.90 20.00 6.90 $.20 8.20
17, west Bengal 2.10 5,90 1410 1,70 28.10 4.00 9,70 16.40 32.10
All India 2,60 15.50 0.60 0.60 36.00 13.20 8480 8.80 13.90
CuVe 80«46 65.25 117 +90 - - - - - -

W EE ER e e R Er W D W AR B B W WP & W o S S ED G W em R TP W D AR P G" O e ER ER Nm Mr G Es A G gm EE Se W o we em W w e W

Sources All-India Rural Debt and Investment Survey
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very small at 0.60 per cent. It is observed that the
non-insti tutiénal agencies were completely dominating

the rural credit market in 1961-~-62.

Among theé none-institutional agéncies, the agricul-
turi st money-lenders were the most powerful ones. The
top 5 States where they dominated were Bihar, Tamil Nadu,
Andhfa Pradesh, Karnataka, and Assam. The bottom 5 States
were Gujarat, Jammu and Kaghmir, Kerala, Orissa and
Maharashtra. The position of the professional money
lenders stcod next to the agriculturist money-lenders.
The top 5 states where theydominated were Orissa, Maharashtra
Rajasthan, Uttar Pradesh and Punjab. The bottom S states |
were Kerala, Madhya Pradesh, west Bengal, Karnataka and
Gujarat. Traders were contributing more than percent
of the total cash loans in Jammu and Kashmir, Rajasthan,
Gujarat, and Punjab. Relatives and friends were supplying
more than 15 percent of credit in Jammu and Kashmir,
Assam, West Bengal, Himachal Pradesh and Punjab. Credit
“from other sourceg" was substantial in Maharashtra. It
should be noted that in Kerals and Jammu and Kashmir,
the share of the agriculturist money lenders and profession-
al morey lenders 4in tofal cash loan borrowing was very

small.

At the all-India level, in 1961-62, the share of the

institutional agencies was a mere 18.70 percent in total
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cash loan borrowing. Out of this, co-operatives were
providing 15.50 percent, commercial banks a mere 0 .60

percent and the government was supplying 2.60 rercent.

The states in which institutional agencies were
contributing a higher percentage than the all-India
average were Maharaghtra, Karnataka, Gujarat, Punjab,
Orissa, Tamil Nadu. The state in which the Institutional agencies
were providing a lower percentage of credit than the
all-Indis average were Kerala, Andhra Pradesh, Jammu
and Kashmir, Wwest Bengal, Assam, Rajasthan and Bihar.
The inter-state variationsin the distribution of insti-'
tutional credit was high as the valwe of the co-efficient

of variation stocd at 59.44.

Table 2.2 follows...



Regions According to Share of

47

Table 2.2

Dif ferent Institutional Agencies (1961=62)

- @ Ws e an s e s E e Ge W G W AR E» R W MR WR MR S e 8 W 2w W A% w@s wm W W e Em

Institutional
Credit Agenciesg

" Regions

Maharashtra,
Gujarat
Karnataka
Madhya Pradesh
Orissa

Uttar Pradesh
and -
Tami l Nadu.

Commercial
Banks

Kerala,

- W w  w o oem owm

Government

Mahar ashtra

Andhra Pradesh Karnataka

Tami 1l Nadu
and
we st Bengal

Assam
Orissa

and

Tami 1 Nadu.

- E es e A ER W Gr S s Wl Er @ WR e ER AP me W W GE EE 2R W e M e TR Be W 4w S B wme e e an e e me  em W -

States with Maharashtra,
more than Karnataka,
The All-India Gujarat,
Average Punjab
Orissa, Tamil
Nadu, Madhya
Pradesh and
Uttar Pradesh
With less Kerala, Andhra
than the Pradesh, Jammu
All-India and Kashmir,
Average We st Bengal,

Asgam, Rajasthan
and Bihare.

Andhra Pradesh,

- Kerala, Jammu &

Kaghmir, Punjab,
west Bengal,
Rajasthan,

Bihar and
Assam.

Uttar Pradesh
Madhya Pradesh
Jammu and
Kashmir,
Maharasghtra,
and

Rajasthan

Madhya Pradesh
Punjab,

west Bengal
Gujarat,
Bihar,
Rajasthan & -
Andhra
Pradesh.
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From Table é.2 it is clear that in 1961-62,
there were seven states in which the share of the
co=operative égencies was greater than that of the
all-India average. The highest percentage of co-operative
credit was available in Maharashtra (38.30%) and the
lowest percentag® was given in Assam (1.70%) . The
inter sta‘be— variationsin the di stribution of co-operative
was high as is clear by the value of the co-efficient of

variation (65.25) .

The contributions of the govermment as an
insti tutional agency in the rural credit market were
next to the co-operatives. At the all India level,
the government provided 2.60 percent of the totai agri-
culturz._al credit in 1961-62. There were five states in
" which the share of the goyernment was higher than the
all-India average. The highest percentage of credit from
the governmént was avai lable in Maharashtra (8.30%)
and the lowest percentage was given in Andhra Pradesh
(0.50% . The degree of inequality in the distribution
of credit from the government was also very high as the

value of the co-efficient of variation stood at 80.46\.

Commercial banks were contributing a very sméll
percentage of ciedit in all the states. In Kerala,
they were supplying 4 per cent of the total credit. 1Inm all
- other stateg, their contribution was less 2 percent of

total credit. The lowest percentage of credit was given
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in Maharashtra and Rajasthan (0.10%) .

1971-72s

The agency-wise distribution of total cash loan
borrowing in 1971-72 at the all-India and State level
has been shown in Table 2.3. In 1971-72, the ghare of the
non-institutional agencie-'s in the total cash loan borrowing
stood at 78.30 percent. The agriculturist money lenders
were contributing 19.06 percent, followed by professional
money lenders (15.64%), traders (14.47%) relatives and
friends (10.72%) and landlords (5.83% . Agencies included
in others were contributing a substavntial share to the

~rural people that stood at 12.56 percent.

The agriculturist money-lenders were the most povwerful
ones in 1971-72 also. At the all-India level, they were
contributing 19.06 percent of the total credit. The
top 5 states with high percentage share of credit from
this source were Bihar, Andhra Pradesh, Karnataka, Tamil
Nadu and Orissa. The bottom 5 states were Jammu and Kashmir
Gujarat, Punjab, Kerala and Himachal Pradesh. The .
position of professional money lenders stood next the
agriculturi st money lenders. The top 5 states where they
dominated were Madhya Pradesh, Uttar Pradesh, Rajasthan
Haryana and Assam. The bottom 5 states with credit from

this agency were Jammu and Xashmir, Punjab, Gujarat,
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. Tgble 2.3
Percen Di st f Cagh Loan Borr Durin -

(Agency~wi se)

- ws e e e M G a S Es @ e e B an O Gn @ e W @ W W W EGR W b mn NS WD A an 4s S Es GF e S G GD W GF G AF G W me e em E- @ e we -

Sl.No. States Govt. Co-op Com. Land Agri- Prof. Tra- Rela- Total Total
: erati- Banks ilords cultu- Money ders tives Others Inst- None
ves rist Lenders &Frie- Agen- Inst.

M.L* nds cies Agenci2c
1. Andhra Pradesh 0.86 7,30 1.93 12.20 35.84 9.99 18.31 4.39 9.20 10.09 89 .91
20 Asgsam 3.14 8, 80 0 .47 2.40 9.83 14.19 15.56 29 .42 16.18 12.41 87 .59
3. Bihar 6012 4.04 - 10,23 40.38 13.10 2,91 8.63 14.52 10.12 89.79
4. Gujarat 3.05 36.25 3.02 0492 2.61 5.00 26,99 12.37 9.28 42.33 57 67
5 Haryana l.24 15.08 2.25 10.43 18,22 14.55 19.27 5.50 13.46 18.57 81.43
6. Himachal Pradeshl11.89 14.43 - 5.42 8.21 11,55 12.80 22.54 13.15 26.32 73.68
Too Jamu s 0.45 5.84 0.19 0.22 0.28 3.07 47 .57 38.58  3.74 6.53  93.47
8. Karnataka 1.45 14.34 2.71 13.37 32.15 12.71 5.24 10.43 7.58 18.50 81,50
9 Kerala 1.86 29.94 7 07 l1.46 7.23 11.07 9.00 14.41 18.00 38.62 61.186
10 Madhya Pradesh 2.00 18.52 1.07 2.38 16.82 29.14 19.51 5,62 4.99 21.59 78.41
11. Maharashtra 3.31 31.15 2.07 3.25 8.48 5.16 10 .48 12,58 23.52 36,53 63.41
12, Orissa 3099 16438  3.61 9.46 25,71 12.44 1.46 13.19 13.96 23.78 76422
13, Punjab 1.71 29.34 3.96 5.94 6.83 4.48 22.52 19.71 5.51 35.01 64 499
14. Rajasthan 0.64 3.00 0«96 1.13 19.38 23.95 31,07 4.23 15.65 4.60 G5.40
15. Tamil Nadu 2.71 19.77 1.55 11.28 25.80 13.41 4.23 4.40 16.85 24 .03 75,97
16. Uttar Pradesh 5.37 10.80 1.16 3.73. 20.56 26.42 7470 12.68 11.54 17 .33 82.67
17 . Wwe st Bengal 10.38 6.23 0 .56 3.05 11.36 13.13 8,32 23,51 17 .41 17 .17 82.83
'All India 3.14 16.66 1.90 5.83 19.06 15.64 14,47 1072 12.56 21.70 78,30
CJVe 89.65 62.75 78,72 - - - - - - 51.73 -

. - ws W e e B e wm = — e w ™
- ms W s W W W e am W W NF Sk SR Wh W WR SR e ER ar TR B R MR AR Mm M OB T Em W R W A M M e W W

Sources All-India Debt and Investment Survey 1971~72, RBI, Bombay.
' * Morney-Ienderse.
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Maharashtra and Andhra Pradesh. Traders were supplying
14.47 percent of the total credit at the all India level,
They were contributing more than 20 percent of total credit
in Janimu and Kashmir, Rajasthan, Gujarat and Punjab.

Re latives and friends were providing more than 20 percent
of credit in Jammu and Kashmir, Assam, W@ st Bengal

and Himachal Pradesh. Credit from ‘cther sources’ was
substantial in Maharashtra, Kerala, West Bengal, Tamil Nadu,
Assam and Rajasthan. In Kerala and Jammu and Kashmir,

the share of the moneylenders was small. In Keragla it

was because of the pregence of a strong institutional
credit base whereas  in Jammu and Kashmir, the highest
percentage was provided by the traders, relatives and
friends. In Maharashtra, Punjab and Gujarat, the position
of the mocrey lenders was weak due principally to the

presence of theé strong co-operative organisations.

At the all-India level, in 1971-72, the share of the
institutional agencies was 21.70 percent of the total
cash loan borrowing out of which the cooperatives were
providing 16.66 percent, the government 3.14 percent and '
the commercial banks were supplying 3.14 percent. The
states in.which institutional agencies were contributing
a higher percentage than the share of the all-India
level were Gujarat, Kerala, Maharashtra, Punjab, Himachal

Pradesh, Tamil Nadu and Orissa. The states in which the
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institutional agencies were providing a lower percentage
of credit than the all-India average were Madhya Pradesh,
Haryana, Karnataka, Uttar Pradesh, West Bengal, aAssam,
Bihar, Andhra Pradesh, Jammu and Kashmir and Rajasthan.
The highest percentage of institutional credit was given
in Gujarat (42.33%) and the lowest percentage was given
in Rajasthan (4.60% The inter-state variaticnsin the
distributicn of institutional credit was not high as the

value of the co-efficient of variaticn was 51.73.

The contributions of the different institutional

agencies at the state level has been presented in Table 2.4

Table 2.4 folloWS e« e«
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Tgble 2.4

Regiong According to Share of Different Ingtitutional Agencies (1971-72)

States with
more
than the
All=-India
Average

the
All-India
Average

@ ew GR en em SE GE e am T % mm W Gs e wm B Ak o S» M ar ee e AR we YE M en M An A Gy T Ar @ A Se e W e e e = -

Credit

Gujarat,
Kera la,
Maharashtra,
Punjab,
Himachal
Prade sh,
Tami 1 Nadu
and Orissa.

Madhya Pradesh
Haryana,
Karnataka
Uttar Pradesh
We gt Bengal
Assam, Bihar
Andhra Pradesh
Jammu &
Kashmir,

and Rajasthan

Gujarat,
Maharashtra,
Ker ala, Punjab,
Tamt 1 Nadu

and

Madhya Pradesh.

Crissa, Haryvyana
Himachal
Pradesh,
Karnataka

Uttar Pradesh .
Assam, Andhra
Pradesh, Yest
Bengal, Jammu &
Kashmir, Bihar
and Rajasthan.

Commercial
Bankg

Gowernment

Kerala,

Punjab,
Karnataka,
Maharashtra,
Gujarat,
Haryana,
Maharashtra and
Andhra Pradesgh.

Tamil Naduy,
Uttar Pradesh
Madhya Pradesh
Jammu & Kashmir,
we st Bengal

and Assame.

Himachal Pradesh
west Bengal,
Bihar,
Orissa,
and Maheashtra.

Gujarat,

Tamil Nadu
Madhya Pradesh,
Kerala,

Punjab,
Karnataka,
Haryana,

Andhra Pradesh
Rajasthan and
Jammu & Kashmir.

Uttar Pradesh
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Frcm Table 2.4, it is found that there were 6
states in which the share of the co-opeﬁative agencies
was greétzr than that of the all-India average. The
highe st percentage of credit was given in Gujarat (36.25%) °
and the lowest percentage was given R in Rajasthan (3.00%) .
The interstate variationsin the distribution of co-operative
credit was high as was clear by the valuwe of the co-effi
co-efficient cf variations(62.75) . The contribution of
the government as an institutional agency in the rural
credit market was rext to the co-operatives. At the all-
India level, the government provided 3.14 percent cf the
total credit in 1971-72. The six states in whi»ch’ the share
of the government was higher than the all-lndia averacge
were Himachal Pradesh, west Bengal, Bihar, Uttar Pradesh,
Crissa and Maharashtra. In Assam, the share of the govern-
ment was sam® as that cf the all-India average (3.14%) .
Thé government was contributing the highest rercentage of
credit in Himachal Pradesh (11.689%) and the lowest percentage
in Jammu and Kashmir. The degree of inequality in the
di stribution of credit from this source was alsoc high as

the co-efficient of variation stocod at 89.65.

The commercial banks were contributing a very small
percentage of credit in all the gtateg. In Kerala, they
were supplying 7.07 percent. In the remaining states,

their contribution was less than 4 percent c¢f the total
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credit. The lowest percentage of credit was- given in

Jammu and Kashmir (0 .19%) .

1981-823

In 1981-82 at the zll-India level, the ghare of
the non-institutional agencies in the total cash loans
borrcwing stcod at 34.1 percent. The agriculturist money
lehders were contributing 8.6 percent followed by professional‘
morey lenders (8.2% landlords (4.0%) and traders (3.4%)
The relatives friends and others contributed 14 .6 percent

of the tctal loans at the all-lndig level in 1981-82.

Table 2.5 further reveals that the agriculturist
money lenders contributed significantly (greater than
the national average share of 8.6%) tc total supply of
credit in the states of Bihar, Tamil Nadu, Uttar Pradesh,
Andhra Pradesh and Rajasthan. Thus it indicated
how the relatively better off farmers in these regions
tended to invest their surplus resources in us»uri-.ous money-
lending rather than in modern technical inputs. Similarly
in the states of Madhya Pradesh, Rajasthan, Tamil Nadu
and Uttar Pradesh,about 12toc 16 percent cf the total credit
requi remeénts were met from professional morey lenders.
Traders were constributing significantly in Jammu and

Kashmir and Landlords in Bihar (11.5%) and Andhra (10 .9%) ..
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S51.No, States

1. Andhra Prade sh
20 Assam ‘

3. Bihar

4, ngarat

S, Haryana

6. Himachal Fradesh
7. Cammu & Kashmir
84 Karnataka

9. Kerala

10 Madhya Pradesh
11+ Maharashtra

12, Orissa

13. Funjab

14, Rajasthan

15. Tamil Nadu

16, Uttar Pradesh
17,

west Bengal
All India

Sources

St

I.QRE 2.2

d Agency- D

f Caash 9]

r
in Rural Areas 1981 - 8 .
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Co-opera- Com,

tiveg

20.2
6.9
8.2

53.6

2246

41.7
7.4

26.5

34.0

32.6

54.8

46.7

21.4

16.4
27 .8
2l.1
24 .0

28.7
52.84

Naticnal Sample Survey,

Govt. Land, Agricu- Profe-
Banksg Lords lturist sgsion-
Money al Money

Ienders lenders
18.3 2.4 10 .9 14 .4 9.8 448
16.8 6.8 0.5 1.1 3.8 1.5
29.6 9.4 11.5 18.6 5.1 1.3
14.3 2.0 2.7 1.1 1.6 6.6
46.6 6.5 2.2 5.1 9.0 0.6
25.9 6.9 0.4 4.2 4.2 1.3
31,1 5.0 0.1 1.2 0.6 27 .4
48,9 2.8 243 6.0 3.4 0.9
7.1 1.5 0.1 0.1 3.5 1.4
31,5 2.2 2.4 602 15.4 4.5
26,7 4.9 0.8 1.3 1.3 0.8
27.4 7.8 1.0 1.2 5.8 3.5
43.8 8.9 27 447 4.4 5.0
23,6 0.9 4.9 9.6  16.3 4.3
12.8 3.6 4.7 15,1 12.9 4.3
29.86 5.0 246 14 .4 12.1 2.6
32.4 9.5 1.2 427 5.1 5.3
28.0 4.5 4.0 8.6 8.2 3.4

35.29 49.50

37 15 Round, Report No.

322 Pp. 154-178.

Traderg Other

sourc-
es
incl.
rela-
tives &
trends

19.2
62.6
16.1
17 .9
7.3
15.4
27 .2
9.2
16.3
5.3
9.4
6.6
9.1

24 .0
18.8
13,2

17.8

Insti-
tuti-

onal

Agen-

cies

40.5
30.5
47 .2
70.1
7547
74.5
43.5
78.2
78.5
66.3
86.4
81.9
74,1

40.9
44.2
55 .1

None
Insti«~
tuticna
Agencie

S9.1
69 .5
52.¢
25 .9
24.3
2545
56.5
21.8
21.5
33.7
13.6
13,1
25.9

59.1
55.6
444 9.

34,1
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Re latives, friends and cthers were providing more than
20 percent of credit in the states of Assam, Jammu and

Kashmir and Rajasthan.

At the all-India level, in 1981-82, the share of
the institutional agencies was high at 61.2 percent of
total loans.- The cooperatives wej:e supplying 28.7
percent, followed closely by commercial banks (including
RRBg) 28.0 rercent and Govermment 4.5 percent. The states
in which the institutional agencies were supplying a greater
percentage share than the zll-India average were Maharashtra,
Orissa, Kerala, Karnataka, Haryana, Himachal Pradesh,
Punjab, Gujarat, Madhya Pradesh and Wwest Bengal, The
hi ghest percentage of institutional credit was given in
Maharashtra (86.4%) and the lowest percentage was given |
in Agsam (30.5%) . The inequality in the distribution of
institutional credit. among the st&dtes was less as shown

by the valwe of the co-efficient of vardation.

The contributions of the different institutional
agencies in total credit at the state level has been

presented in Table 2,6

Table 2.6 fOIbWSo cve



States
"with

more

than the
All-lndia
Averace

ng According to Share

Credit

Maharashtra,
Orissa, Kerala
Karnataka,
Haryana, Himachal
Pradesh, Funjab
Gujarat, Madhya
Pradesh, and

we st Bengal
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Tagble 2.6

f Different Institutional Agencie

Maharashtra
Gujarat,

Ori ssa

Himachal Prade sh
Kerala and
Madhya Pradesh

Government

- em e G e BT gm e e o B . W e S o o e

2

Karnataka,
Haryana,

Punjab

Kerala

we st Bengal
Madhya Pradesh
Jammu & Kashmir
Bithar

Uttar Pradesh

West Bengal
Bihar, Punjab
Ori ssa,

Kerala, Himachal
Pradesh, Assam
Haryana, Uttar
Pradesh,

Jammu & Kashmir
and Maharashtra.

Uttar Pradesh,
Bihar, Tamil
Nadu, Jammu &
& Kashmi r
Rajasthan
Andhra Pradesh
and Assam.

Tamil Naduy,
Gujarat
Karnataka

west Bengal
Haryana

Punjab, Uttar
Pradesh, Andhra
Pradesh, Rajasthan
Bihar, Jammu &
Kashmir and
Assam.

Orissa
Maharashtra
Himachal
Pradegh
Rajasthan
Andhra Pradesh
Assam, Gujarat
and Tamil Nadu

Tamil Nadu
Karnataka
Andhra Pradesh
Madhya Pradesh
Gujarat and
Rajasthan
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From Table 2.6, it is observed that in 6 states
the share of the co-operatives was greater than that
of the all-India average. In the states offAssam. Bihat.
Jammu and Kashmir, the percentage shares [Oco-operative
credit were found to b comparatively very low, i.e.
less than 10 percent of tctal éredit.' The commercial
banks including the RRBs, were found to be the major
suppliers of rural credit in Haryana (46.6%), Punjab
(43.8%), Kerala (37.1%, West Bengal (32.4%), Jammu and
Kashmir (31.1%), Bihar (29.6% and Uttar Pradesh (29%) .
The inter-state variationsin the distribution of
commercial banks credit was alsoc very less as the valee
of the co-efficient of variation was 35.29. Government
was supplying the highest percentaée of credit in west
Bengal (9.5%) and the lowest percentage in Rajasthan
(0 .9%)

Temporgl Chgng 83

In 1961-62, at the All India level the non-
ingtitutional agencies gave _,81’.'30 percent of total credit.
The percentage share had gone down slightly and reached
78.30 percent during 1971-72. The states in which the_
share of the non-institutional agencies declined were
Assam, Bihar, Gujarat, Kerala, M.F., Orissa, Punjab,

Tami 1 Nadu and West Bengal. The gtates in which the sghare
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of the non-ingtitutional agencies aeclined were Assam,
Bihar, Gujarat, Kerala, M.F., Orissa, Punjab, Tami 1l Nadu
and West Bengal. The states in which the share of the

| non institutional agencies increased were Andhra Pradesh,-
Jammu and Kashmir, Karnataka, Maharashtra, Rajasthan and
Uttar Pradesh. The share of the non-institutional
agencies declined in those states due to the inciegsing
shar.e of the co-operatives in total credit except in
Orissa where the ghare of the co-operatives declined
but share of the commercial banks increased. In 1981-82
the share of the non-institutional agencies declined
from 78.30 percent (1971-72) to a mere 38.8 percent

at the aAll India level,. It was also declined significantly

in all the states.

At the sgll-India lewvel, the shére of the Institutional
agencies in total credit increased from 18.70 percent in ‘
A1961—62 to 21.70 percent in 1971-72. However, this incregse
was very small. It showed that the institutional agencies
failed to make a dent in the rural credit market during

the 1lst decade. But during the gsecond decade, the instie-
tutional 'agencies made significant progréss.r In 1981-82

the se .agencies were contributing 61.2 percent of credit

as against 21.7Q0 percent in 1971-72. The shares of the

institutional agencies increased in all the states and the

inter-gstate variaticnS$in their distribution declined.
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The co-operatives recorded a slight improvement,
in their share in the first decade (from 15.50% to 16.66%)
The states in which the share of the co-operatives increased
were Assam, Bihar, Gujarat, Kerala, Madhya ‘Pradesh,
Punjab, Tamil Nadu and Wwegt Bengal. In the second decade,
the share of the co-operatives increased significantly
not only at the all-India level but also in all the
states except Punjab where i£ declined from 29 .34
percent to 21.4 percent. The inequality in the distri-

bution of co-operative credit also declined in 1981-82.

During the first decade, the share of the commercial
banks imptoved marginally from 0.60 pesrcent to 1.90 percent
at the all-India level. But in the second decade, the
percentage share of commercial banké including RRBg in
total credit was very high {.2. 28.0 percent, which
was very almost equal to the ghare of the co-operatives.
The commercial banké also improved their share in agricul-
tural credit of all the states. Thusg, the nationalisa-
tion of the commercial banks and setting up of theﬂRRBs
in rural éreas was a big success and the vast majority
of the rural population received a significant percentage

of their total credit from thege ihstitutions.
2.4 Share of the Co-gperativeg in Totgl Ingtitutiongl
Credit to Agricultures

It is now proposed to study the share of the insti-

tutional agencies in total ‘institutional credit® %e
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to agriculture and the changes that had taken place
in their contributions during the last 20 years, i 2.
from 1961-62 to 1981-82. The role of the RRBs has been

considered only for 1981-82.

Table 2.7 shows the percentage share of the co-operative
societiesg in total institutional Credit during the three

time periods.

TABIE 2.7 _
Share of the Co-operatives in Total Ingtitutional Credjt

Sl. States Co-operative Credit As a Percentage of
Total Institutional Credit.
1961-62 1971-72 1981-82
1. Andhra Pradesh 86.39 72.35 51.61
2. Assam 27 .42 70 .91 42.49
30 Bihar 72.22 40 .06 42.18
4. Gujarat 95.89 85.66 72.27
Se Haryana x 81.21 62.05
6 Himachal Pradesh X 54 ,82 60 .11
7. Jammu & Kashmir 98.28 : 90 .20 49.70
8e Karnataka 75.46 77 .51 55.00
9. Kerala 70 .00 77.12 66.71
10« Madhya Pradesh 92.06 85.78 62.35
11. Maharashtra 82.01 85.27 74.10
12. Orissa 79.81 68.88 62.56
13. Punjab 41.67 | '83.80 49.51
l4. Rajasthan 40 .85 65 .22 61,00
15, Tamil Nadu 80 .88 82.27 - 52.95
16. ' Uttar Pradesh 87 .83 62 .32 56.41
17, West Bengal 72.84 36.28 £2.26
18. all India 82.89 ‘ 76.77 59.05

c.v, 27 .68 21.40 15.51
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Table 2.7 cont'ad

Sourge:
1) All-India Rural Debt and Investment Survey
2) All India Debt and Investment Survey,
1971-72, RBI, Bombay.
3) Statistical Statements relating to co-operative

movement in India.

4) Report on Currency and Finance, 1984-85,
Vol. II, Statistical Statements.

Notes Outgtanding credit of the PACs, total outstanding
loans of the Primary and Central Land Deve lopment
Banks to individuals and outstanding credit of the
Central Co-op2ratives Banks to Individuals have
been added.

From Table 2.7, it is observed that in 1961-62,
co-operatives were providing 82.89 percent of the total
institutional credit at the all-India level. The share of
theé co-operatives declined to 76.77 percent in 1971-72 and
to 59.05 percent during 1981-82 at the all India level.
The decline in the share of the co-operative societies
is dwe to the entry. of the commercial banks into the
rural areas after the nationalisation of the 14 major
banks and the emergence of the Regional Rural Banks in the

countryside.
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Noticeable changes are also found in the contribu-
tions of the Co-operatives in different states during these
three time periods. The position of the gtates according
to the percentage share of co-operatives to total
institutional credit has been shownf in Table 2.8.

TABLE 2.8

-Regions According to Percentage of Co-operative
Credit to Totgl Ingstitutional Credit to Agriculture

Permnta@ - e e @ e m e @ e s e e E @ = @ = e o - - -
Group 1961-62 1971-72 1981-82

Be low 50% Assam, Funjab Bihar and " Aggam, Bihar,
(Low) and Rajasthan We st Bengal Jammu & Kashmir

and Punjab.

S0% toc 75% Bihar, Kerala andhra Pradesh =~ Andhra Prade sh
(Me 31 um) and wWest . Assam, Himachal Gujarat, Haryana
Bengal Pradesh, Origssa Himachal Pradesh
Rajastbhan & Karnataka,
Uttar Pradesh Kerala, M.P.
~ Maharashtra,

Orisgsa, Kajasthan
Tami 1l Nadu, U.F.,
We st Bengal.

Above 75% Andhra Pradesh Gujarat, Haryana

(High) Gujarat, J & K J&K, Karnataka
Karnataka, Kerala, M.F.,
M.,F., Maharashtra Maharashtra,
Orissa, Tamil Punjab and

Nadu and U.P. Tami 1 Nadu NIL

- am W S G e G e G Gr e e Eh G W M ge @ s @r @ M W m @ W @ o e e - -
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A

In 1961-62, there were 9 states in the high percentage
region where the co-operatives were contributing more
than 75 percent of total institutional credit. These
states were Andhra Pradesh, Gujarat, Jammu and Kashmi.t;
Karnataka, Madhya Pradesh, ’Maharashtra.v Orissa, Tamil Nadu ‘
and Uttar Pradesh. Three states, namely Bihar, Kerala
and West Bengal were placed in the mevdiun' rercentage
region where the shares cocf the co-operatives were between
50 percent tc 75 percent. Assam, Funjab and Raj #sthan
bedonged to low percentage Region, since the contributions

of the co-operatives were below SO per cent in these gtates.

In 1971-72, there were 9 states in the high percentage
groups These states were Gujarat, Haryana, Jammu and
Kashmir, Karnataka, Kerala, Madhya Pradesh, Maharashtra,
Punjab and Tamil Nadu. Andhra Pradesh, Assam, Himachal
: Prédesh, Orissa, Rajasthan and Uttar Pradesh belonged
to the medium percentage grcup. Two states, namely Bihar
and We gt Bengal were placed in the low percentage groué
in 1971-72. The hicghest percentage cf co-operative credit
was given in Jammu and Kashmir (90.20%) and the lowest
percentage was avai lable in Wegt Bengal (36.28%) .

The degree of inequality in the distribution of co-operative
credit was less as the valwe of the co-efficient of variation

was 21.40.
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In 1981-82, there was no state: in the high percentage
group. By the end of 1982, the commercial banks and RRBs
had entered the rural money market in a big way and reduced
the share of the co-oreratives in total institutional
credit to agriculture. During this time 13 gtates were
placed in the medium percentage grcup. Assam, Bihar
Jammu and Kashmir and Punj(a.b be-longed to the low percentage
group. The inequality in the distribution cf co-operative
credit among the states had gone down significantly as
the co-efficient of variation was reduced to 15.51.

The highest percentage of co-operative credit was available
in Maharashtra (74.10% and the lowest percentage was

given in Bihar (42.18%) .

Tem 1 Ch 3

The changes in th®e percentage of the co-operative
credit to total institutional credit during these three

time periods can be shown by summary table 2.9

Table 2 09 fO 110"5- eo e
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Percentage of Co-opergtive Credit to Totgl Ingtitutiongl
Credit to Agricuylture ’

1961-62 1971-72 1981-82
1) All India Average 82 .89 76.77 59.05
2) Range he2tween which
di fferent states fall 27 42 '36.28 42.18
' to to to _
98.28 90 .20 74410
3) Inter-state Differences 27 .68 21.40 15.51
(C OVQ)
4') Number of States
in different Regions
a) Low 3 2 4
b) Medium 3 6 | 13
c) High 9 9 0

During 1961-62 and 1971-72, the shéze of the co-operétives
increased in 7 states. Theée states were Agsam, Karnataka, Kerala
Maharashtra, Punjab, Rajasthan and Tamil] Nadu. Inthe gubsequent
decade, the ghare of the co-operatives in total institutional

credit declired in all the states except two states, namely,
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Himachal Pradesh and wWest Bengal.

In 1961-62 and 1971-72, Jammu and Kashmir was
gettirig the highest percentage of co-operative credit,
but it was placed in the low percentage region in 1981-82,
Assam was getting the lowest percentage of co-operative
credit in 1961-62 and its position improved in 1971-72.
But again it was placed in the low~percentage group
in 1981-2 . During the 20 years, the inequality in the
digtribution of co-operative credit as a percentage .
to total institutional credit among the States had declired
as shown by the valwes of the co-efficient of the

v§riations .

It is noted that during the first decade, the
share of the co-operative credit increased in thcse
states which got a low percentage in 1961-62 and vice
versa. Assam, Punjab and Rajasthan were getting a low
percentage of co-operative credit in 19 61-62, but the
shares increased significantly iﬁ these states in 1971-72.
On the other hand, Jammu and Kashmir, Gujarat and U.P,
weére getting a high percentage share of co-operative
credit in 1961-62 that declined in 1971-72. This trend
is also observed etween 1971-72 and 1981-82. Two
factors may be responsible for this trend. Firstly, the
states with weak co-éperative societies might have
re-organiged and stzengthelned the co-operative structure
which accounted for a higher percentage of credit in these

states. Secondly, states with a developed co-operative
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structure might have reached a plateu and the share «
of the co-operatives had declined because of the entry

of the commercial banks and RRBg into the rural credit

structuré .

2.5 Shggg of Commercial Bankg® Cred;t to
1l Insti: nal C

Table 2.10 shows the percentage share of cdmnercial
banks® credit to total institutional credit for the

three time periods.

Table 2.10 ﬁOIIOWSooooo
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Tgble 2,

Shgre of Commercial Banks® Credit to Totgl
Institutional Credit to Agriculture

51, No. States 1961-62 1971-72 1981-82
1. andhra. Prade sh 10.20 19.13 40.74
20 Assam - 3.79 32.66
3. Bihar - - . 38.04
4. Gujarat - 7.13 27 .30
S5e Haryana - 12.12 - 34.33
6. Himachal Pradesh - - 28.10
7 Jammu & Kashmir 172 2.91 31.04
8. Karnataka » 2010 14 .65 35.49
9. Kerala © 23.53 18.08 25.29

10  Madhya Pradesh . 1.5 4.96 31.65

11. Maharashtra 0.21 5 .67 24.72

12, orissa - 11.31 17 .48

13. Punjab - 14 .34 50 .49

14. Rajasthan 2.13 | 20 .87 29.24

15. Tamil Nadu 5.88 6.45 44.10

16. Uttar Pradesh 2.12 6 .69 33.84

17. We st Bengal l1.23 3.26 38,53

18, All India 3.21 8.76 34.06

cw. 133.10 58.55 23.14

Souwrces Same as in Table 2.5
1. Scheduled Commercial banks direct finance to Farmers (Short

term and term loans), outstanding as on the last friday of
March 1982, :
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From Table 2.8 it is found that at the all-
India level, in 1961-62, the commercial ranks
advancing only 3.21 percent of total institutional
credit to agriculture which increased to 8.76 percent in
1971-72 and to 34.06 percent in 1981-82. It shows that
after the nationali sation of commercial banks, their
share in the total instituﬁional credit to agriculture

has significantly increased.

The state level position for the three time periods

can e observed from Table 2.11.

'rggle_ 2.11

Regiong According to Percentage of Commercial Banks
Credit to Total Institutional Credit to Agrjicylture
Percentage 1961-62 1971-72 1981-82
Group
Be low 10% Jammu & Kashmir Assam, Gujarat Nil
( LOW) Karnataka, M.P. J&K, M.P,

Maharashtra, Maharashtra,

Rajasthan Tamil Nadu

Ta!“il Nadu. Uopo Uopo and

and W.Bengal W. Bengal
10% to 20% Andhra Pradesh Andhra Pradesh ori :
(MEDI UM) Haryana, ssa

Karnataka

Kerala,

Orissa and
.................. Panjab.  _ _ _ _ _ . _ .
Above 20% Kerala Rajasthan The
(HIGH) remaining

16 states
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In 1961-62, Kerala was the only State in which
commercial banks were advancing more than 20 percent
6f the total institutional credit. In Andhra Pradesh
the percentage share was 10.20 and theé remaining 8
states were placed in the low percentage groupg. The
lowest percentage share of commercial banks' credit was
avai lable in Maharashtra (0.21%) . The inter-state
variation&in the distribution of comnercial banks credit
was very high since the co-efficient variation stood at

133.20.

In 1971-72, the highest share of commercial banks'’
credit was available in Rajasthan (20.87%) . Six states,
name ly Andhra Pradésh, Haryana, Kémataka, Kerala, Orissa
and Punjab Qere placed in the medi un percentage group.
Assam, Gujarat, Jammu and Kashmir, Madhya Pradesh,
Maharashtra, Tamil Nadua, Uttar Pradesh and West Bengal
be longed to the low percentage group during this period.
The lowest percentage share of commercial banks' credit
was avai lable in the state cf Jamﬁ and Kashmir. The
inter-state variationfhad declined't‘o a great extent
and the valwe of the co-efficient of variation stood at

58.55.

In 1981-82, the share of the commercial banks to
total institutional credit has increased significantly in all
the states. T‘néte was no state in the low percentage group

and Orissa was the only state which belonged to the medium
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I

percentage groups (17 .48%) . The remaining 16 states

be longed to the high percentage group during this time.

The highest percentage as commercial banks® credit was given
in Tamil Nadu (44.10% The irequality in the distribution
of shares of the commercial banks credit to total insti-
tutional credit among various states was very less

and the co-efficient of variation had gone down to 23.14.

Temporgl Changegs

The changes in the ghare of the commercial banks
credit to total institutional credit to agriculture
during these three time periods can be observed from

the summary Table. 2.12.

Table 2 012 f°1 ]-OWSo ceo o
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Summary Tgble 2.12

Percentage of Commercial Banks®' Credit to Total
Institutional Credit to Agriculture

1961-62 1971-72 1981-82
1. All India Averace  3.21 8.76 34 .06
2. Range between 0.21 2491 17 .48
which different tc to tc
States fall 23.53 20 .87 44.10°
3. Inter-state 133.10 58.55 23.14
Differences :
(c.v.)
4. Nunber of States
in Different
Regions.
(a) low 8 8 Nil
(b) Medium 1 : 6 1
(c) High 1 1 16

During 1961-62 and 1971-72, the share of the commercial
banks® credit increased in all the states except Kerala
where it went down from 23.53 percent to 18.08 percent. In

1961-62 Rajasthan had a very low share of commercial banks'
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credit (2.13% but in periocd 1I, its position was

at the top with 20.87 percent share. During the second
decade the ghare of the commércial banks credit had
increased in all the states. There was significant
increase in the st‘ates of Assam, Jammu and Kashrftir,
Madhya Pradesh, Maharashtra, Funjab, Tamil Nadu, UP

. and West Bengal. However, the increase was small for

Rajasthan and Orissae.

2.6 Share of the RRBs $o Total Ingtitutional Credit to
Agriculture .

The KRBs were inducted into the rural areas to function
~as the “rural arms® of the commercial banks and serve

the specific target group comprising small and marginal
farmers, agricultural labourers, artisans and small
entrepreneurs. . Since then, they have made cormendable
progreéss in their field cf operation. Table - 2.;3 shows
the state-wise distribution of the percentage share of

the RRBg, in total institutional credit chtstanding in

1981"82 L 2

Table 2.13 follows...



Table 2.13

Shgre of RRBg to ATgtgl Ingtitutiongl Credit to
- Agriculture (1981-32)

7.
8.
9.
10.
1l.
12.
13.
14.
15.
16,

17 ..

Source :

Andhra Pradesh
Assam

Bihar

Guj arat

Haryana
Himachal Pradesh
Jammu & Késhn\ir
Karnataka
Kerala

M.F.
Maharashtra

Ori ssa

Punjab
Rajasthan

Tami 1l Nadu

U.P.

we st Bengal

All India

Percentage Share of RRBsg

1981-82

3_\.94
10 .55
19.78

Q.43

3.62
11.79
19.26

9.51

8.00

6.00

Report c¢n Currency and Finance,

1983-84
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. From Table 2.13, it is observed that at the all-
India level during 1981-82, the RRBs were contributing 6.88

percent of the total institutional credit.

The tocp 5 states which received a higher percentage
of CEdit from the RRBs, were ©rissa, Bihar, Jammu and
Kashmir, Himachal Pradesh and Assam and the bottom 5 States
were Andhra Pradesh, Haryana, Tamil Nadu, Maharashtra
‘and Gujarat. The states which were getting a higher
percentage of credit frcem the RRBs' were weak in co-cperative
and comrercial banks® credit. Similarly the states which
received a low percentage of credit from the RRBs were
relatively developed in co-cperative and commercial banks
credi{:. Therefore, it can be concluded that RRBsg were
performing their assigned role successfully, Orissa was
getting the largest share of credit (19.96%) from the
RRBg and Gujurat the smallesgt share (0.43%) . The
inter-state variationsin the distribution of. percentage share
of Credit from RRBs to total institutional credit was high
as the valwee of the co-efficient of variation stcod at
66.22. The extent of inequality was high due to the
fact that states lil Kerala, Gujurat, Haryana, Tamil Nadu
and Andhra Pradesh (developed in terms of cooperative and
comrercial banks credit) were getting a low percentage share

froem the RRBg.
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2.7 Sumnmary_ of the Findings:

From the above analysis, it is clear that the
“multi-agency approach® to rural credit has been progressing -
slowly but steadily in India. The efforts of the
government to drive the exploitative private agencies
1ike the money lenders out of the rural money market
have met with moderate success. Between 1961-62 and
1971-72, their share in total agricultural credit declined
marginally. During the second decade, the share of thege
non-institutional agencies in tctal credit declinred
significantly. However, it is observed that these agenciesg
were dominating in Assam, Bihar, Jammu and Kashmir,
Rajasthan and andhra ?xadesh. Specific efforts shoculd
be made to strengthen the institutional agencies in

these states.

It has been found that the share of co-operative credit
in total institutional credit has been declining since
1961-62, It may be dwe tc two factors, firstly, entry
of the commercial banks into the rural areas and secondly,
due to a comparatively low growth rate of co-operative
credit in relation to that of commercial banks®’ credit.

Ivt is alsc noted that during the first decade the share
of co-operative credit increased in those states which got

¢
a low percentage in 1961-62 and vige versa. This trend is
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also observed though tc a lesser extent in the second
decade. The gtrengthening of the co-operative sccieties
in the weaker states and the relative stagnation of the
societies in developed states because of the entry

of alternative agencies might have accounted for it.

During the first decade, the share of the commercial
banks® credit in total institutional credit increased in
all states except Kerala. During the second decade, the
share of bank credit increased in all states. The inter-
state variationSin the distribution of bank credit also
declined significantly during the 20 years. The study
revealed that the share of the RRBs in total institutional
credit was high in the relatively less developed states like
Bihar, Orissa, ‘Jammu and Kashmir, Himachal Pradesh and
Assam. However, the inter-state variations in the distri-
bution of institutional credit cannot be analysed properly
in terms of the shares of the various égencies in total
institutional credit of a state. To get a clear picture
of it, supply of credit perhectare of gross cropped
area should be considered which has been taken up in the

subsequent chapters.
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CHAPTER IIIX

CO-OPERATIVE CREDIT TO AGRICULTURE

In this chapter an attempt is being made to study the
st:wtuxal changes in the flow of credit provided by the
co-operative socieites to the agricultural sector arsas
a period of 20 years, i.e. from 1961-62 to 1981-82. To study
the pattern of change, 1961-62 has been taken as the base
year, 1971-72 as the middle year and 1981-82 as the
current year. It has been established in the last chapter
that co-operative credit has assured importance in the
field of agricultural credit and the co-operative societies
are acting as the nucleus of>the rural credit gtructure,

It is therefore, necessary to study the various changes
- that had taken pla_ce in different aspect of the co-orerative

credite.

Here, it is proposed to analyse the following

important aspects of co-operative credit.

(1) The expansion of the co-operative societies
in relation to villages covered population served and
proportion of membership to tot;l population of the state
etc.

(2) The availability of co-operative credit to
various states which‘hag?,.beén analysed by taking into
consideration the total co-operative credit per hectare of

gross cropped area of the resgpective gtates.
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3) The percentage share of different states in
total gross ;:ropped area and in total co-operative credit
to agficuitur:e to find ouf: the Jegree of 1mquqlity in
the distribution of credit.

4) The supply of credit depends upon the patterns
of securities demanded by the various credit agencies while
rroviding it. Therefore, the security structure has been

analysed in re lation to co-operative loans.

5) The demand for credit has been studied by analy-
sing the purpose-wise distribution of credit corming from

the various co-operative societies.

6) The position of the various states in relation
to overdues has reen studied to reflect the proper use of
credit for the productive purposes and the repayment
capacity of the farmers which in turn, determinesthe
further flow of creditlggrmers in the gtates.’

7) Finally, an attempt has been made to study the
di stribution of co-oi::Erative credit among the five broad
ownership holding classes and to relate it with the
percentage distribution of area owmd among the game

holding classes.

3.2 ve f the r ve C 3
S0 far as the coverage of the co-operative credit

is concerned, only the Primary Agricultural Credit Societies
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and their expansion in the rural areas in relation to the
villages covered, population served and their membership
as a percentage to population served are considered. Other
co-operative credit agencies like the Central Co-operative
Banks and state Co-operative Banks have been avcoided

de liberately. Out of these three co-operative agencies,
~the PACS operate éffect&vely in the rural afeas. The gtate
co-operative banks and central co-operaf:ive banks act |
mainly as refinancing agencies and chanhe lise their funds
via the PACs. The coverage of the PACg, will, thus,
clearly ;eflect the coverage cf the co-operative agencies

in the rural sectcr.

Village cg‘ vereds

It has been observed that at the All-India level,
75041 percent of the villages were served in 1961-62, 95.43
percent in 1971-72 and 99.70 in 1981-82. It is clear frcm
this table that by 1981 almost all the villages in India

have been covered by the co-operative credit agencies.

Table 3.1 shcws the éoverage of the PACs with respect
to the percentage of villages served to total villages,
the rercentage of population served to total population

and the percentage of memdbers tc total population served.
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Coming to the inter-state analysis, with regpect
to the villages covered, in 1961-62, only :L_n five gtateg,
name ly Agsam, Bihar, Orissa, Rajasthan and West Bengal -
the percentage of villages served to total number of
villages in the Stai:es were relow 70 percent . In three
states - Andhra Pradesh, Jammu and Kashmir and Madhya
Pradesgh, the PACs had g:ove'red 70 to 90 percent of the
villages. In the remaining 7 states =~ Gujarat; Himachal
Pradesh, Kerala, Maharashtra, Punjak, Tamil Nadu and Uttar
Pradesh, the PACs had éovered more than 90 percent cf the
villages. In 1971-72, t.he number of States with PACs
covering below 70 percent of the villages was nil. Only
3 states - Assam; Jammu and Kagshmir and west Bengal,
recorded 70 to 90 percent coverage of the villages by the
PACs - and all other states recorded above 90 percent

coverage.

In 198182, the coverage of the PaCs had increased
to above 90 percent of the villages in all the states and
no state was within the range of below 70 percent and 70 to
90 percent coverage. The whole analysis has been presented

in the Table 3,2,

Table 3.2 f°1IOWSooo.
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Table 3.2

Percentaee of Villages Seyved to Total Villageg

Fercentags

of Villages mm- = . .- - - - = §?-§T-?-§---------¢
served 1961-62 197172 1981 -82

Be low 70% Assam, Bihar Ni1 Nil

Raj asthan, Orissa,
and west Bengal

70% to 90% Andhra Pradesh, Agsam,
Jammu & Kashmir, Jammu & Kashmir Nil
Madhya Pradesh West Bengal

Above 90% Gujarat, Himachal All other
Pradesh, Kerala, states All
Maharashtra, Punjab the .
Tamil Nadu & Uttar States
Pradesh

Populgtion Serveds

The percentage of the population served by the PaCs
to total village population of the States has been taken
to show the extent of service provided by the co-operative
societiesg in various states. At the all India level, in
1961-62, 68.14 percent of the tctal village population wés
seived by the co-orerative credit agencies which increased
to 91.51 percent in 1971-72 and 97.31 percent in 1981-82.

It reveals that by the keginning of the eighties, more than
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97 percent of the tctal villageg population in India was

served by the co-operative credit agencies.

In 1961-62, the prercentage of population served
to total village population of the states was below 50
percent only in Four States, namely Andhra Pradesh,
Bihar, Rajasthan and Punjab. Assam, Orissa, Tamil Nadu
and the West Bengal recorded 50 to 80 percent coverage of
population and the remaining states Gujarat, Himachal
Pradegh, Jammu and Kashmir, Kerala, Madhya Pradesh,
Maharashtra and Uttar Pradesh recorded above 80 percent
coverage. Kerala recorded the higheat (98.24%) and
Andhra Pradesh the lowest '(25 «92%) population coverage.

In 1971-72, the gituation had changed. significantlye.
Six states - Himachal Pradesh, Kerala, Madhya Pradesh,
Punjab, Tamil Nadu and Uttar Pradesh recorded 100 percent
coverage of village population. Thexre was no state below
50 percent coverage. Assam, Jammu and Kashmir and Maharashe-
tra were placed within the range of 50 to 80 percent
coverage of total village population. Agsam showed the

lowest percentage coverage at 64.73 percent.

In 1981-82, the progress of the PACs in relation
tc population served was spectacular. There was no
state below S0 percent coverage,@nly two states - Jammu

and Kashmir and west Bengal shared 50 percent to 80 percent
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coverage. All the other states were placed iﬁ the bracket
of above 80 percent coverage. Ag many as 11 states showed
that 100 percent of their village population was served
by the PACg.

Table 3.3 shows the position of the states with respect
to the percentage of population served to total village

‘population.

Vil Po tion
Percentage  _ _ _ _ _ _ _ _ _ _ s T _A_T _E I
of Population 1961 ~62 1971-72 1981-82
Be low 50% Andhra Pradesh Nil Nil

Bihar, Punjab
and Rajasthan

50% to 80% v Assam, Orissa Assam, Jammu Jammu and
. Tamil Nadu & Kashmir Kashmir
West Bengal Maharashtra We st Bengal
Above 80% Gujarat, Himach- All the All the
al Pradesh, remaining remai ning
Jammu & Kasghmir States States.

Ker ala, Madhya
Pradesh, Maha-
rashera, Uttar
Pradesh

e W G e e en e eGn G» R W M G @ e Ah T EE W gy e AP e W ™ R @e W@ W e



Covergee of Members:

Over the period, the membership .coverage of the PACs
has increased significantly. In order to study this,
the members as a percentage of total population served
in the various states have been considered. In 1961-62, at
the all-India level, this percentage was 7 .77 which had
increased to 8.26 in 1971-72 and to 12.03 in 1981-82. It
reveals that the PACs were attracting more and more members
over the period of time and trying to reach the rural
masses. S0 far as the inequality in the distribution of
members among the various states was concerned, it the
co-efficient of variation was as high as 65.96 in 1961-62.
But in the last two decades, it has gone down. 1t has been
reduced to 33.01 in 1971-’72 and 28.20 in 1981-82. In 1961-62
the percentage of members to totai population serwved was
below 5 percent in five states -~ Agsam, Bihar, Madhya Pradesh,
Orissa and West Bengal. 3even states stayed within the
range of 5 percent to 10 percent. These states were Gujarat,
Himachal Pradesh, Jammu and Kashmir,Kerala, Maharashtra,
Rajasthan and Uttar Pradesh. Only in three states - Andhra
Pradesh, Funjab and Tamil Nadu, the percentage of merbers

to total population served was above 10 percent.

In 1971-72, the number of states, below 5 percent group
was only one, i.e. Assam. As many as 12 states were in

the group of 5 percent to 10 percent. In the above 10 percent
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group there were four states - Himachal Fradesh, Maharashtra
Punjab and Tamil Nadu. The percentage of members to total
served was the highest in Punjab (14 .38) and lowest in

Agsam (4 .50) .

In 1981-82, there was not a single state in the below
5 percent category. Six states, Bihar, Gujarat, Jammu
and Kashmir, Madhya Pradesh, Uttar Pradesh and West Bengal
were in the S percent to 10 percent category. In remaining
11 states, .the rercentage of menbers to totgl population
served was more than 10 percent. The membership percentage
was the highest in :Andhra Pradesh (19.50) and lowest in
we st Bengal (6.40) . The position of the States with respect

to coverage of members has been shown in Table 3.4.

Table 3.4
Members g5 3 percentgge to Total Populgtion Served
Percentage STATES
G ----------------------- -
roup 1961-62 1971-72 1981-82
Be low 5% Assam, Bihar, Assam Ni 1
M.P \ X'} orissa'
We st Bengale.
S% to 10% Gujarat, Himachal Andhra Pradesh Bihar
Pradash, Jammu & Bihar, Gujarat Gujarat
Kashmir, Kerala, Haryana, Jammu & Jammu &
Maharashtra, Rajas~ Kashmir, Karnataka Kashmir
than, Uttar Pradesh Kerala, M.P., M.P.
' Orissa, Rajasthan Uttar Pradesh
Uttar Pradesh, & we st
We gt Bengal Bengal
Above 10% Andhra Pradesh Himachal Pradesh The remain-
Punjab, Tamil Nadu Maharashtra, ing 11
Punjab, Tamil statess

Nadu
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It is observed from the study that the coverage
of mmbers as a percentageof total population was not as
bright as it was made out with respect to the coverage of
the villages and population. Therefore, special efforts
should be made to increase the membership of the effective

societies.
3.3 Total Co rative Credit to A cultures

Orne now proceeds to study the pattern of flow
in total amount of credit coming from the co-operative agencies
and the chénges taking place in this pattern over the past
twenty years (1961-1981) . To find out the total amount of
credit, the amount of loans and advances made_ bty the two
important cc-operative agencies like the primary agricultural
co-o;hrative societieg.and primary Land Development Banks
are talen im;o consideration. The Central Co-operative
Banks and State Co-operative Banks have been completely
ignored to avoid any duplication in estimating the total
gm'o'm:t of credit. Of course, they do extend some credit
to the individuals directly, but the amount turns out to
be meagre. The statistical statements relating to co-operative
movement in India published by the NABARD now and -previously
by the RPI do not provide any information as to how much
of these total credit advanced by these two institutions
goes to the Primary Societies and how much to the individuals.
Thus, in the -absence of separate and accurate data, the

addition of the loans advanced by these two institutions with
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with those provided by the primary socities at the village
level to the farmerg directly will lead to overestimation
long-term credit to farmers comes from Central Land

Deve lopment Banks and Primary Land Development Banks (pre-
viously Land Mortgage Banks), On the same ground, the loans

- provided by the Central 1and Deve lopment Banks are not
considered.” Thus, to find out the level of total co-operative
credit two primary level organisations lﬂ(ﬁ the PACs and
PIDBg vaze considered. To facilitate inter-state comparisons
in the level of credit, credit per hectare of gross cropped
area has been considered. Table 3.5 shows the distribution

| of per hectare availability of co-operative credit among

the different states,-

At the agll-India level, in 1961-62, tﬁe P2r hectare
(of Gross Cropped Area) credit availability was only at
’s. 16.00. It has increased to Rs. 48.00 in 1971-72 and to
Rs. 149.00 in 1981-82. It is, thus, clear that per hectare
credit at the all-lndia level had increased by around ten
times between 1961 and 1961. During both the decades, it

had increased by arocund 3 times.

Short Term Credit constituted a major portion of the
total per hectare credit. In 1961-62, at the all India
level, the per hectare short term credit stood at Rs. 13.00
which was 81 percent of the total credit, The per hectare

medium and long term credit stocd at . 3.00 in 1961-62,
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In 1971-72 the per hectare short term credit stood at

RBse 34.00 which was 71 percent of the total per hectare credit.
in that year. Thus the percentage cf médium and long term
credit had gone up in total per hectare credit by the end

of the first decade (1961-71) . The peri:hectare medium

and long term credit stood at the K. 14.00 in 1971-72.

In 1981-82, the per hectare short term credit stood
&t Rs. 110 which constituted 7 .4 percent of the total per
hectare credit in that year. It showed that the share cf the
short-term credit has increased though slightly the next
decade (1971-81) . The per hectare medium and long term
loans stood at Rs. 39.00 in 1981-82. This analysis reveals
the fact that short term credit predominated in the pattern
of credit. It may be due to the backgyard nature of agriculture
in a large number of states. With modernisation of agri-~
culture, large stale mechanisaticn takes place which calls.
for a substantial amo unt of long term loans. But this trend

is not visible in India now.

An attempt is being made here to find out states with
low, medlum and high level of per hectare credit. First
the class intervals have been selected on the basis of an
objective criteriori which is applicable to tﬁe three time
periods tc make the classification of regions with low,
mediun and high level of co-operative credit.?® On the rasis
of this clagsification, the actual class intervals for differ-

ent time periods have beenc alculated and presented in the

-
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following Tagble.

Freguency Distribution for the Classification

Cate-  _ _ _ _ _ _ e = - _ _ 4Amount
gory
1961-62 1971-72
I-Ow Rse 2.00 =~ RS.IG.OO Rs. 5.00 -35.43.00

Mediun Rs. 16.00- R5.32.00 Rs.43.00 - Rs.8§.00

High Above RSQ 32000 Amve R5086000

From this frequency distributicn table,

states can be classified as states with small,

high level of co-operative credit.

classification.

,RSOS .00 - RS.

1981-~-82

292 .00
R5.292 00 =Rs 584 .00
Above Rse 584.00

various -

mediun and

Table 3.6 shows this

From the Table 3.6 it is found that in 1961-62 8 states

were placed in the categery of small level of credit

aval labilit;y'and 7 states were placed in the category of

medium level credit.

Thus, Andhra Pradesh, Gujarat, Jammu

and Kashmir, Kerala, Mal;larashtra, Punjab and Uttar Pradesh

be longed toc the medium category in 1961. Only Tamil Nadu

e longs to the category of high level of credit.

The

remaining states belonged to the small category in 1961-62.
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Table 3.
Classification of Regions According to Per Hectare - Availability of
Co—opergtive Credit

Per Hectare  _ _ _ _ _ _ _ L _ _ o o . S _T_A-T_E_S ___________ R
Credit 196162 1971-72 1981-82
Small Assam, Bihar, Himachal Andhra Pradesh Andhra Pradesh
Pradesh, Karnataka, Agsam, Bihar Assam, Bihar
Madhya Pradesh, . Jammu and Kashmir Gujarat, Himachal
Orissa, Rajasthan and Madhya Pradesh Pradesh, Jammu
West Bengal Orissa, Kajasthan and Kashmir, Karnataka
. Uttar Pradesh Madhya Pradesh,
We st Bengal Maharashtra,
- Orissa, Rajasthan
Tamil Nadu,
west Bengal,
Uttar Pradesh.
Mgiun - Andhra Pradesh, Gujarat Haryana, Himachal Haryana
Jammu and Kashmir, Pradesh, Karnataka Punjab.
Kerala, Maharashtra, Maharashtra

Punjab, Uttar Pradesh

High - Tamil Nadu Gujarat, Kerala Kerala.
Punjab, Tamil Nadu
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In 1971-72, there were some sgignificant changes.
Nire states, namely Andhrs Pradesh, Assam, Bihar, Jammu
aﬁd Kashmir, Madhya Pradesh, Orissa, Rajasthan, Uttar
Pradesh and Wwest Bengal were placed in the small category.
On the medium level category, 4 states were placed -
Haryana, Himachal Pradesh, Karnataka and Magharashtra. Thus
stateg like Uttar Pradesh, Andhra Pradesh and Jammu and
Kashmir which belonged to medium level catzgory in 1961-62,
went down to the small category in 1971-72. But states
1i k@ Himachal Pradesh and Karnataka which «ere in the small g
category in 1961i-6z improved <their position to the medium level
category in 1971-72. One satisfactory result is that
in 1971-72, the nunber of states in the m=dium category was
redwced to 4, but three states namely Guiarat, Kerala,
and Punjab shifted from this position tc the category of high '
level credit in 1971-72. Thusg, the tots: number o~f statesg
Ye longing to the category of high level of credit becme 4
cduring 1971-72.

In 1981-82, the change in per h€ctare co-operative credit
wa.s so significant that an entirely different story emerged.
Tamii Nadu had lost its position of high level of credit which
it had been maintaining since 1961-62. 'he new state that
had com@ to e@njoy thics status was Keraila. Oﬁly two states,
name ly Fanjab and Haryana be longed to the medium level of
credit category and the rest 14 states relonged to the small

category. However, the states which enjoyed a relatively
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higher per hectare credit were Tamil Nadu (Rs. 216.00),
Gujarat (Rs. 185.00), Maharashtra (k. 169.00), Andhra

" Pradesh (Rs. 149.00) and Karnataka (Rs. 126.00) .

Coming to the interstate variationsin per hectareg of
total co-operative credit, the co-efficient of- variation |
was found to be 76.34 in 1961 which increased marginally
to 77.65 in 1971. But the coc-efficient of variation
increased to 110478 in 1981. Almost the same trend
was visible in the case of the per hectare short term credit
of the states. In 1961-62, the C.V, was 71.03 which
increased to 84.38 in 1971-72 and to 120.23 in 1981-82. It
showed that over the past 20 years, imequality in the
distribution of per hectare credit availability among the
states had increased, notwithstanding the fact that govern-
meént and the RBI[_ggng hard to strengthen and revitalise
the co-operative organisations in the backward states.

Table 3.5 shows that in 1961-82 three states, namely,
Kerala, Punjab and Haryéna enjoyed the per hectare credit of more

than 3. 340.00 where as a state like Agsam got cnly fs. S5.00.

. of
3.4 m d Growth R i Pey Hect C t Credits

A

Ore can study the growth pattern of per hectar
co-operative credit provided by the PAC3 and PIDBg at the

all India and State level. The compound growth rates in
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Table No. 3.7

Distribution of Compound Growth rates in Per Hectare
Coperative Credit.

COMPOUND GROWI'H RATE

S1.No.  STATES 1961 - 71 1971-81 1961 - 81
1. Andhra Pradesh 5.1 16.3 10.5
2. Assam 9.6 00 4.7
3. Bihar 22.6 8.9 | 15.5
4. Gujarat 15.2 5.2 10.1
5. Haryana 12.0* 20 .4 16.1*
6. Himachal Pradesh 34.2 , 5.7 19.1
7. Jammu & Kashmir 6.2 4.0 5.1
8. Karnataka 13.2 | 9.2 ) 11.2
9. Kerala | 16.4 T 20.9 18.6

10. Madhya Pradesh 10.5 9.9 10.2
11, Maharashtra 11.3 . 8.7 10 .0
12. Orissa : 13.9 15.2 14 .6
13, Punjab " 22.9 13.6 18.2
4. Rajasthan 7.2 26.5 16.4
15. Tami 1 Nadu 8.3 7.0 T .7
16. Uttar Pradesh 6.5 12.4 9.4
17. West Bengal 00 23.7 11.2
All India 11.6 12.0 11.8
Cwv. 62.17 58.89 37.73

Sources Statistical Statements re lating to co-operative movement in
India. '

* - Haryana, Per Hectare Credit in 1961 is same gs that of Punjab
in 1961. ‘ '
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Tgble 3.8

Clagsification of Reglong According to Growth Rateg in Per Hectar Co-opergtive Iogng

- W wE Gm GE G MR em e G R @ W ey @ oh Gh G e e > e G A e e e ®e - e

Rates -
1961-F1 1971-81
Andhra Pradesh, Assam -Assam, Bihar,
Be low - Jammu and Kashmir, Gujarat, Himachal
the Madhya Pradesh, Pradesh, J & K
Maharashtra, Rajasthan Karnataka,
India Tamil Nadu, Uttar Pradesh Madhya Pradesh
We st Bengal. ' Maharashtra,
Average Tamil Nadu
Abo ve Bihar, Gujarat, Andhra Pradesh,
The Haryana, Himachal Haryana, Kerala
Prade sh Orissa, Punjab
All-India Karnataka Rzjasthan, Uttar .
Average Kerala, Orissa and Pradesh, west Bengal.

Punjab.

1961-81

- e @ e @ G w W e

Andhra Pradesh
Asgam, Cujrat

J & K, Karnataka,
Madhya Pradesh
Maharashtra,
Tamil Naduy,

Uttar Pradesh,

We gt Bengal.,

- W e e B @ @ e W

Bihar, Haryana,
Himachal Pradesh,
Kerala, Orissa, :
Punjab and kajsthan.

- e o e w= e e -
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per hectare credit has been calculated for three time
reriods frcm 1961 to 1971, from 1971 to 1981, and from

1961 -~ 1981 and presented in Table No. 3.7

At the all-India level, the compound growth rate
was found to b 11.5 percent in the first decade (between
1961-71), 12.0 percent in the second decade (between 1971-81)
and 11.8 percent during twenty years from 1961-62 to
1981-82. Thus, at the all India ievel, the compound grcwth
rate in per hectare co-operative credit had been around
12 per cent in both the decades under study and also during

the 20 years.

Coming to the inter-state changes in the grcwth
rateg of co-operative credit, 6ne can get a clear picture

from the Table 3.8.

From Takle 3.8 ore observes some interesting findings.
During 1961 to 1971, 9 states reccrded grcwth rates below the
all-India average of 11.6 percent. These states were Andhra.
Pradesh, Assam, Jammu and Kashmir, Madhya Pradesh, Maharash-
tra, Rajasthan, Tamil Nadu, Uttar Pradesh and West Bengal.

It is interesting to note that some states which were enjoying
medium and high level of credit in 1961-62 namely, Andra |

Pradesh, Jgmmu and Kashmir, Maharashtra, U.P. and Tamil Nadu
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were experiencing a growth rate lower than the national

average growth rate during 1961 to 1971. It is because

of the high credit base of these states in 1961-62. Again
some states namely Bihar, Orissa and Himachal Pradesh -

were recording a gi:owth rate in per hectarecredit lower than
the all-India average growth rate, though these states

were placed in the small level of credit category in 1961-62.

This trend was more clear in the pattern of grow’i:'h
rates between 1971 and 1981. During this periocd 9 states
were recording growth rate in per hectare credit greaterrf
than the all-India growth rate and the remaining 8 states were
recerding less than the all-India rate. Gujarat, Tamil
Nadu, Himachal Pradesh, Karnataka and Maharashtra were placed
in the medium and high level of credit in 1971, but during
1971 to 1981, these states were recording lower growth rate
than the 211 India average rate. Again, Andhra Pradesh, |
Orissa, Rajasthan, Uttar Pradesh and Wegt Bencal were poor in
terms of per hectar credit in 1971-72, but these states

were recording a higher growth.raté in credit.

The same trend is found also during the period
.covering 20 years from 9961 to 1981. Bihar, Orissa, and
Rajasthan were pooxf in terms of credit avai lability, but
theése states were reccrding higher growth rates. On the
other hand, Gujarat, Tamil Nadu, Maharashtra and Andhra

Pradesh belonged to the high level of per hectare credit
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availability tut recorded grcocwth rates below the national
average. Thug, the trend in growth rate was highly
inflenced by the availabi lity of credit in the base period.
However, three states Kerala, Haryana and Punjab were
showing both higher growth rates and higher level of per
hectarecredit. The study, thus reveals, that these three
states have gained most in terms of co-operative credit
during the last two decades. |

‘3.5 Share of States in Total Gross Cropped Area
and Total Co-operative Credit to agriculture

Table 3.9 shows the percentage share cf different
states in total Grcss Cropped Area and Co-operative Credit
tc Agriculture. 1In this table, the states are arranged
in.descending order of their percentace share in total
co-operative credit of the country. The percentage share
of each state in the total gress éropped area is also
reccrded. 1ln 1961-62, the Gini -co-efficient was 0.264
which increased to 0.282 in 1971-72. It reveals that
the degree of inequality in the distrikution of total
co~-operative credit among the variocus stafes in relation tc
the distrilﬁution of the gross croppEd area had increased during
the first 10 years. The Gin-coefficient had gone down to
0.209 in 1981-32. Thus, in the sdbsequent decade, this

£ inequality was reduced to scme extent.

From the Tahle 3.9, ore can find out regions
according to the share of co-operative credit to total net .

sown area. It has been presented in Table 3.10.
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Table 3.10

Regiong According to the Share of Co-gperative Cregdit

States

with
Co-operative
Credit
higher than
the share
of gross
cropped
Areao

To Totgl Grcsgs Cropped Are g

Maharashtra,
Uttar Pradesh
Tamdi 1l Nadu
Gujarat,
Andhra Pradesh
Punjab,

Kerala

Maharashtra,
Gujarat,
Tamil Nadu
Punjab
Karnataka,
Kerala,
Haryana,
Himachal
Pradesh.

Maharashtra,
Punjab

Kerala

Gujarat
Haryana,
Andhra Pradesh
and

Tami 1l Nadu.

States
with
less

The remaining
States

The remaining

States

The remaining
states.
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Table 3.10 shows that in 1961-62, 7 states - Maharashtra,

Uttar Pradesh, Tamil Nadu, Gujarat, Andhra Fradesh, Punjab and

.Kerala - enjoyed shares in total co-operative credit higher than

their shares of the ¢ross cropped area and for the remaining

states the shares in total credit were less than their shares

in the gross cropped areae.

In 1671-72, three states, namely Karnataka, Haryana and

Himachal Pradesh were added to the first category ktut two states
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“(Uttar Pradesh and Andhra Pradesh) lost their position

in the first category and joined the second group.

In 1981-82, 7 statesg be2longed tvc the group of
states with co-operative credit higher than 'the share of
gross cropped area. Andhra Fradesh was added to this group
but two states - Karnataka and Himachal Pradesh lost their
position in this grcup to join the second category of
gtates with share cf credit less than the share of gross cropped

aIea-

3.6 The Security Struwture gf the Co—orerative Credit:

All financial institutions provide credit against some
securities and co-crerative agencies are no excepticn
to this rule., The important securities against which the
co-operative institutions grant loans are (i) fixed deposits,
(i1) Agricultural produce (iii) Gold and 3ilver (iv)immovable
property (v) guarantee /surety and (vi) other securities.
Till recently, co-operative loans wer2 made for a twelve
months period by theé co-operative socieites on the security
cf land and cther immovable property. The need to change |
over to a purpose oriented loans policy by adoption of the crop
lcan system, used in Maharashtra and Gujarat since 1950,
* was recommended by the committee of Direction, All India

Rural Credit Survey, 1954 and V.L. Mehta Committee on
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Co-operative Credit 1960. Now the Crcploan system has
been intrcduced in all the states and it has shifted
the emphasis from the "Security of Loan' to the "reguirement

of Ioan® for the produwction of a particular crop.

Under the crop loan system, the credit needs of the
farmer are to be determined and fixed on the basis of his
crop, the proposed area to be cultivated and the scale
of finance fixed for the crop. Credit is to be provided
partly in cash and partly in kind. Thus, the intention
of this system is that entire credit system should be
"production - based' ard market ‘criented. The emphasis
is 1aid on “procductive needs* and “productive uses"

as criteria for the use of loans.

After the introcduction of the crop Loan system, the
pattern of securities against which co-operative societies
usually granted loans has undergone éignificant changes.
By the beginning of the sixties, immovabil® property and
guarantee/surety Qas the most important securities. But
now agricultural produce assum€s the role of an important
security. Table 3.11 shows the Security-wise distribution

of outstanding loans of the PACs at the end of June, 1962.

1961-623

At the all Indig level, 44.35 percent of the tctal

out standing credit was against the security of immovable
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Tgble 3.11

Perceptage Distribution of lognsg Outstanding ag the end of June 1962 ~ By Security
States Fixed Agr. Go 1d Immovable Guarantee/
Deposit Produce & Property Securi ty" Others
- Silver : ‘

Andhra Pradesh 0.30 7 .05 0.36 42.53 49.76 -
Assam - 14 .68 0.24 45 .64 37 .96 1.48
Bihar 0.18 3.78 - 41,18 29 .26 25.60
Gujarat 0.02 70 .91 0.0Q@ 9.83 16.76 2.46
Haryana x x x X x _ x
Himachal Pradesh - 13.89 0.12 3.27 82.72 -
Jammu & Kashmir - - - - 100 .00 -
Karnataka 0.21 4 .85 1.47 71.04 19.38 3.05
Kerala 2.41 7.93  14.21 41.98 28.35 5,12
Madhya Pradesh - 5.21 - 89 .29 3.56 1l.44
Maharashtra - 2.59 0.02 86.26 "3.73 7 .40
Ori ssa - 1.07 - 69 .73 0.85 28.35
Punjab - 0.03 - 0.53 4.32 195,12
Rajasthan 0.03 2.64 - ' 0.73 6.98 ' 89.62
Tami1l Nadu 0.53 6455 4 .47 28,37 42.38 17 .70
Uttar Pragesh - 4556 - 1.63 16.98 | 35.83
we st Bengal - - - 99.10 0.78 0012

17.

All India

- 0.18 16.46 1.09 44 .35 18.76 . 19.16.
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property _ ana 19.16 percent against other securities.
Guarantee/surety came next in importance demanding 18.76
percent of the outstanding credit. Agricultural procduce
as a security had 16.46 percent of the total credit.

The other two securities - fixed deposits and gold and
silver wére umimportant. In Karnataka, Madhya Pradesh,
Maharashtra, Orissa and Andhra Pradesh, more than 60

per cent of the outstanding credit was against imnovable
property. In Gujarat and Uttar Pradesh, agriqu_ltural
produce was the most important security. Guarantee/
surety was an important security in the States like Andhra
Pradesh, Asgssam, Bihar, Himachal Pradesh, Jammu and

Kashmir, Kerala and Tamil Nadu.

The classi’fication cf the states on the basis of

the importance of securities haé been shown in Tab']e 3.12.

The security pattern in 1971<72 is drawn in Table
3.12. At the all-India level, 35.39 percent credit was
outstanding against immovable property which was less than
the percentage of outstanding credit _(44 «35) against this
securityiin 1961-62. It shows that immovable property
as a security had lost its importance during the first decade .
On the other hand Agricultural produce was gaining importance
in the security structure covering 26.80 percent of the

outstanding credits.Guarantee/surety covered 35.75 percent
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Table 3.12

Regiong According to the Importance of Different Securitjeg

1-6
Securities STATES
with
Hi gher Importance Iower Importance
Immovable Andhra Pradesh The remaining states
Prorerty Assam
Bihar

Kerala, Karnataka
Madhya Pradesh
Maharashtra
" and West Bengal.

—_— en er e o e e & e S e e e O S @ e e S e e E e eE E e S T e T eu @ o

Guarantee / Andhra Pradesh, The remaining states.
Surety Assam, Bihar, .

Himachal Prade sh

Jammu & Kashmir,

Kerala, and Tamil

Nadu.
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of the outstanding credit. The rest of the securitjes were
unimportant during 1971-72 also.

The relative importance of security at the State

level in 1971-72 can be observed from Table 3.14.

Table 3.14

Importance of Reagiong According tg the Different Securjties
1971-72

Securities States with

Higher Importance Lower Importance

Immovable Andhra Pradesh Remaining States.
Property Asgsam :
Karnataka
Madhya Pradesh
» Kerala,
Maharashtra’
and West Bengal.

Agr. Produce Gujarat and Remaining States.
Maharashtra
Guarantee/ Haryana, Remaining States.
Surety - Himachal Pradesh
Ori ssa,

Punjab, Rajasthan
Tamil Nadu and
Uttar Pradesh
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From the above table, it is observed that immovable
prererty acted as theé most important security in 7
states. in 1971-72. In Andhra Pradesh, Assam, Karnataka
and West Bengal this security covered more than 50 per
cent of the outstanding credit. In Madhya Pradesh, it

covered 100 percent of the ocutstanding credit.

Agricultural Produce was the most important security
in Gujarat and Maharashtra 1h 1971-72 covering more than
50 percent of the outstanding loans, Guarantee/ surety was
a- security of higher importance for the states of Haryana,
Himachal Pradesh, Orissa, Punjab, Rajasthan, Tamil Nadu

and Uttar Pradesh.

lo81-82:

At the all India level, immovable property as a
securi ty had further lost its importénce in 1981=-82,
against which 27 .66 percent of credit was outstanding (Table
3.1?),Guarantee_/sur2ty commanded the first position as a
security covering 40.12 percent of the outstanding credit.
Only 24.73 percent of the outstanding credit was covered by
a agricultural produce. This shows that even after the
introduction of the crop loan system, the co-operatives
have fai led to grant loans against the gsecurity of crops.
They rather insist on the traditional security of guarantee/
surety and imnbvable property whi l@ advancing loans to the

cultivators.
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~The relative importance of securities at the state

level in 1981-82 can be observed from Table 3.16.

Table 3,16

Regions According to the Importance of Different Securities_

O

1981-82
Securities States with
Higher Importance Lower Importance
Immovable Andhra 'Pradesh. Remai ning States.
Property Asgsam, Bihar,

Madhya Pradesh,
we st Bengal &
Kerala.

Agr. Prcduce Gujarat, Maharashtra

and Karnataka Remaining States.
Guarantee/ = Himachal Pradesh, Remaining Stat2s.
Surety Punjab, Haryana,

Rajasthan, Tamil Nadu
Uttar Pradesh and
Orissae

Table 3.16 shows that in 1981-82, immovable property
was a security of higher importance in the states of Andhra

Pradesh, Assam, Bihar, Madhya Pradesh, West Bengal and Kerala.
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Of course in Kerala, the security distribution was very
even. As usual, agricultural produce was the most
important securjity in Gujarat and Maharashtra, but Karnataka
was added to this group in 1981-82. Guarantee/surety was
the security of higher importance in the states of Himachal
Pradesh, Punjab, Haryana, Rajasthan, Tamil Nadu, U.P. and
Orissa, In Haryana, Orissa and Himachal ?radesh, this
security covered 100 per cent of the outstanding credit

during the year.

The study makes it clear that over the time,
immovable property as a security for providing agricultu;él
credit had lost some but not all importance. Still this
security was commanding a higher percentage of outstanding
co-operative credit. Sizt;ilarly, guarantee/surity as a
security was wlidely accepted by the co-operative ci:edit
agencies. The position of agricultural produce as a
security has improved, but not satisfactorily, making it
abundantly clear that the much publicised ‘crop loan system'

has not fulfilled the desired aspirations.

3.7 The purpose-wise Distribution of Credit: -

Farmers demand credit to use it either for
production purposes or cofisumption purposes. Some people
advance the view that credit shculd be advanced only for

the productive purposes. But it i1s not entirely acceptable
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in a country like India where a majority of rural popula-
tion belong to the category of small and marginal farmers
and landless labourers. Consumption loans to thege
farmers will be self-liquidating in nature. It is
because, productive loans given to tiqe big farmers,

very of&n, return to these small and marginal farmers
in the form of wages. This study will reflect the loan
expenditure pattern of the rural population. The analysis
will take into consideration the purposes for which all
the three types of loans (short-term, medium term and
long term) were advanced and if any significant change

had occcured in their pattern during the past 20 years.

Short-Term Credits

1961=-623 Por short-term, credit four important purposes
namely i) Seasonal agricultural operations, (ii) purchase

of agricultural implements (iii) marketing and processing

of agricultural produce and (iv) consumption and other
purposes have been considered. Table 3-13 shows the purpose~

wise distribution of credit in 1961-62,

Aﬁ the all-India level, 85.45 percent of credit
was advanced for seasonal agricultural operations, 2.93
rer cent for purchase cf agricultuxfal implements, 2.58
percent for marketing and processi ng of agricultural produce

and 9.4 percent for consumption and other purposes. It is
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ocbvious that ‘seasonai agricultural op2rations' was the

most important purpose for which co-cperative lcans were
granted in 1961-62. Almost @ similar trend was found in

the loan expenditure pattern at the state-level. Lxcept
three States, Jammu and Kashmir (25.82%), Kerala (67.93%)

&nd Punjab (65.17%), in all other states more than 70%

of the sheort term credit was given for seasonal agricultural
operations. The first five states which demanded credit

for seasonal agricultural operations were Wwest Bengal

(98.95%) Rajasthan, Maharashtra, Bihar, and Andhra Pradesh.

For purchase of agricultural implements, the first
five states in order of percentage of credit granted were
Punjab (7 .77%), Tamil Nadu (7 .14%) Kerala (6.5%), Bihar
(6.09% and Orissa (5.98%). The last five states on
order of credit granted for this purpose were Assam, Maharashtra

We st Bengal], Rajasthan and Andhra Pradesh.

For marketing and processing of agricultural
produce, the first five states in order of percentage of
credit granted were Gujarat (13.82%), Himachal Pradesh
3.56%, Kerala 2.77% Madhya Pradesh (2\.'7\7%). and Karnataka
(2.73%) . In west Bengal and Agsam no éredit was granted

for this purpose.

Finally for consumpticn and other purpcses 71.73%
were granted in Jammu and Kashmir, 43.55 percent in Himachal

Pradesh, 26.42 percent in Punjab, 22.8 percent in Kerala and
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Tgble No. 3,18

Distribution of Short-term Loans issued During 1971 - 72 (By Purpose)

- W s e e En e on e em o W me es e Ew e Ee T M m o e es s TR e ar e G R @G W Mm Ue MR W D a @ @ mes W W

S51. No. States Seasonal Purchase of Marketing Consumption
Agri. Agriculture & Proce ssing and other
Operations Implements purposes
1. Andhra Pradesh ‘94,24 0,28 3.41 2.07
2. Assam 96.62 - 1.70 1,48
3. Bihar 98,12 - | 0,30 1,58
4. Guj arat 80 .85 0.37 16,23 2.55
5. Haryana 99,12 0 0 0.88
6. Himachal Pradesh 63,82 -0 0 36.18
7. Jamiau & Kashmir 43.42 0 56.58 0
8. Karnataka 86.76 0.24 : 7.98 5.02
9. Kerala 81.9Q 2.26 2.10 13.74
10. Madhya Pradesh 88.24 0 ' 6.29 5.47
11. Maharashtra _ 99.70 0 0.08 0.22
12, Orissa 98,68 0 ' 00 1.32
13. Punjadb 86.26 1.10 00 12,64
14. Rajasthan 100 00 00 00
15. Tamil Nadu 92.7C 4.21 00 3.09
16. Uttar Pradesh . 87.91 5.95 1.26 4 .88
17. we st Bengal 98,22 0.31 . 0.44 1.03
All India 89.78 1.22 4.45 4.55

- e e am mn em B e emmr " e mm wm e me e wm mr s e e e mm e eh e e wm mm M mwm e e em e wm M e o ae =

Source: Statistical 3Statement relating to Co-operative Movement in India.



114

19.45 percent of loans were granted in Tamdi 1l Nadu. The
states demanding very low percentage of credit for this
purpose during 1961-62 were Assam, Rajasthan (0 .32%)

Bihar (0.85% and West Bengal (0.92%) .

In 1971-72, there was not any significant change
in the pattern of distribution of credit for various purroses,
From Table 3,17, it is observed that out of the total
credit 89.78 percent was advancéd for the seasonal agricul-
tural operations, 4.35 percent for marketing and processing
of agricultural produce, and 4.55 percent granted for consump-
tion and other purposes. Ioans granted for purchase of égri-
cultural purposes had gone down to 1.22 rercent from 2.93
per cent in 1961+62. But seasonal agricultural operations
and marketing and processing had got a higher percentage of

credit in comparison to 1961-=-G2.

At the state level, 'seasonal agricultural operations'
was thé most impcrtant purpose for which loans were granted in
all the states. However, in Rajasthan, Maharashtra, west
Bengal, Haryana, Orissa, Bihar, Andhra Pradesh, Assam and
Tamil Nadu,' mcre than 90 percent of loans were granted for sea-
sonal agriculture operations. The last three states in demand-
ing credit for this purpose were J & K (43.42%) H.P.(63.8%)
and Gujarat (80 .85%) .

Coming to loans granted for purchase cf agricultural
implements, in as many as 9 stateés no credit was grantegd

for this purpose. The first two states which demanded
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mcre credit for this purpose were Uttar Fradesh (5.95%)

and Tamil Nadu (4 .21%) .

Thre top five. states in demanding credit for the
purpose of marketing and processing were Jammu and Kashmir
(56.58%), Gujarat (16.23%), Karnataka (7.95%), Madhya Pradesh
(6-29,%) and Andhra Pradesh (3.41%). In six states no credit

was granted for this purpose in 1971-72.

Credit advanced for consumption and other pnrroses
was high fcr the States of Himachal Pradesh (36.18%),
Kerala (13.74%) and Punjab (12.64) . In Jammu and Kashmir

and Rajasthan no credit was granted for this purpose.

1981-823

Table 3.1¢ shows the di stribution of loans and
advances for various purposes during 1981-82. In 1981-82
at the All-India level, 88.2 percent cf the total short
term co-operative loans were granted for seasonal agri -
cultural purposes. Tre percentage of loans granted for
agriculturzl, implements and for marketing and prccessing had
gone down tc l.1 percent and 0.56 percent respectively in |
this year. However, the percentage of credit granted for
consumption and other purposes had gore up to 10.14 percent

at the all India level.

The percentage of credit granted for seasonal agri-
cultural operations was mcre than 95 percent in as many
as 8 states - like . Jammu and Kashmir, Rajasthan,

West Bengal, Orissa, Maharashtra, Bihar, Gujarat and Madhya
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Table 3,19

Distribution of Short-term ioans Issued During 1981 - 82-By Purpose

31, No. ' STATES ¥asonal Purchase of Marketing | Ccnsumption
Agri . . Agri . & and other
Orerations Implerents Proce ssing Purpcses

1. Andhra Pradesh 89.03 3.62 0.68 . 6.67

2. Assam - 87,41 ' 4.62 0.35 7 .62

3. Bihar 98,96 0,10 0.68 0.26

4. Gujarat 98.92 0.23 0.65 0 .20

5. Haryana 87 .27 1,97 - 00 10.76

6. = Himachal Pradesh 60 « 66 3.16 00 - 36,18

7. Jammu & Kashmir 100 00 00 : 00

8. Karnataka 87 .48 1.46 5.94 5.12

9. Kerala 48 .17 5.15 ' 1.08 45 .60
10. Madhya Pradesh 97 .72 0.42 0.12 1.74
11. Maharashtra | 99 .00 0 .40 00 0 .60
12. Orissa ' 299.10 0.27 00 0.63
13. Punjab : 94,76 00 00 5.24
14. Rajasthan 99,98 0.02 00 00
15. Tamil Nadu 59072 00 00 40 .28
16. Uttar Pradesh 98.42 00 00 1.58
17 . Wwe st Bengal 99,90 00 ' 0.10 00

All India 88.20 1.10 0.56 10.14.

o em em e ar e am o me M e e e m ae VE Mk am ae am e S e am  SE e e "R am e m en e s e @ e we W e e e W

Source s Statistical Statemeént Relating to Co-oprative Movement in India.



e

117

Pradesh. It was also observed thaf in states like
Kerala, Tamil Nadu and Haryana 'where Per hectarecredit
was high, the percentage of credit grahted for seasohal
operations was relatively less. A higher' amount of

medi um termv and long term loans might have been advanced

in these states.

Fcr purchase of agricultural implements, no credit
was given in as many as five states. The percentage of
credit given for this purpbse was of some value for the
states like Kerala (5.15%), Assam (4 .62%), Andhra Pradesh
(3.62%) and Himachal Pradesh (3.16%), For marketing -and
processing, no credit was given in 9 states. only

Karnataka demanded (5.94%) during this year.

The ‘Eop 3 states which demanded a higher share of
credit fcr conaumption and other purroses were Karala
(45.60%), Tami1l Nadu (40.28%), Himachal Pradesh (36.%8%)
and Haryana (10.76%) .

The above study reveals that a higher percentage of
- credit was provided by the PACs in all the states fcr the
purpose of seasonal agricultural oprerations. Credit for
the purchase of agricultural implements and marketing and
precessing had declined over time . More credit was
provided at the all India level for consumpticn and other

purposes relative to the previous time periods.
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Digtribution of Medi um TermpLogns Issued During 1961-62 -~ By Pgr_go_gg_

- W e m er e M AR TR e e e e er St e TR AR e m R M TR @ R s wn e G @ A MR A SR S W ee B e W e e = e

Sinking of
Repairs of
Wwells

Purchage
of

" Machinery

(Pump sets)

Other
purposes
incl. conver~
sion/rephase -
meént of loans.

n W em am e e M e e am me E mr ew S me e WE W MR e B e wWs @e e ®E em SR e MW am Mm Em W M T ah SR w= e S e e

1.
2.
3.
4.
5.
6.
7o
8.
9.
10 .
1.
12.
13.
14.
15.
156.
17 .

Andhra Pradesh

Agsam

Bihar

Gujarat

Haryana

Himachal Prade sh

Jammu &Kashmir
Karnataka
Kerala

Madhya Pradesh

Maharashtra

Orissa

Punjab

Rajasthan

Tamil Nadu

Uttar Pradesh

west Bengal

All India

33.54
18.00

X

11.53
X
43.11
34 .56
11.23
4.26
14.20
13.58
13.35
18.72
4.81
17 .83

- e e e e em e e we s e me em e SR ae  em am @ em B e e m me e am  me 6e m e e - e e W am W am e e W=

Source: ' Statistical Statements relating to co-operative Movement in India.
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Medium Texrm Credit: 1961-62

Table 3.0 shows the percentage distribution
cf medium term credit fcr various purposes. In 1961-62,
'purchase of cattle’' was the most important purpose for
which medium term credit was granted by the PACsg; 37 .27
percent credit was given for this purpose; 28.70 percent
of credit“was granted for cther purposes including cp’lve_r-
sion and rephassment of loans. Around 20 percent of credit

was ddvanced fcr minor improcvementy to land.

More than 50 percent of tctal credit was given for
the purchase ‘of cattle in Assﬁm, Bihar, Orissa, Madhya
Pradesh, Rajasthan and Uttar Pradesh. In fact, in Assam,
the whole medium term credit was given for the purchase
of cattle. A higher percentage of loans was also granted
fcr this purpose in Gu_:jarat, Himachal Pradesh, Maharashtra,
and ‘_Nest Bengal. A high percentage of credit was given for
the purpose of-’-Minor- improvements to land® in Andhra
Pradesh and Karnataka. ioans for "other purposes "
including “conversicn/rephasement® of loans were high
in Himachal Pradesh, Kerala, Punjab, Tamil Nadu and West
Bengal. Since loans for conversion/mphasement had been
added with other pﬁrposes. a high percentage of credit given
for otter purposes i.n thege states may be due to the conv-
ersion of short term lcans into me€dium term lcans by the

PACs. Credit advanced for the purchase of machirery
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Table No, 3.21
Distribution of Mediun Term lLogns Isgued During 1971 ~72 ~ BY Purpose

e em Em er Ee S ar ER Be e WR S Mm M @e G e @ T W em M a @an e e e W

s fe SR ae e e an e MR AN e em e Gn e W A wn  wm

S.No.  GTATES 2§nking gigrcha'se - f)"grchase ”I"fngggve_ i;;’ff c;g;eli ghpeposes
Repair Machimery Cattle [OR8 T FUROSS  Cosment ofloans
i P

1. Andhra Pradesh 2.07 23.67 1.94 1.90 50 .90 19.52

2.  Assam 2.36 4.05 75.00 2.36 00 16.23
3, Bihar 25.21 35.18 24.13  0.32 10.78 4.38
4. Gujarat . 14 .40 13.43 21.33  10.68 38.78 ©1.38
5. Haryana 30 .25 9.55 30.87  12.13 15.12 1.38
6. Himachal Pradesh 1.46 0.28 55.53 16472 16.75 9.26

7. Jammu & Kashmir 00 00 68, 67 00 31.33 00

8. Karnataka 1.35 21.33 4.67  13.47 32.08 27 .10
9. Kerala 7.92 25.84 5.15  33.47 20 .10 7.52

10, HMadhya Pradesh 29,92 33.02 12.00 3.46 2.20 19 .40
11, Maharashtra 0465 2.49 3.97 0,92 56,12 35.85
12. Orissa 47 .27 1.88 13.61 3.54 26.78 6.92
13.  Punjat ' 29 .97 49.12 7.26 0,96 1.20 11.49
14. Rajasthan 13,78 46.63 15.20 00 10 .26 14,13

15. Tamil Nadu 27 .29 34.06 14 .87 2.82 21.46 00
16. Uttar Pradesh 16.76 5.81 45.47  1.20 9 .87 20.89
17. West Bengal 4.59 5.10 29.04 28.18 9.82 23.87
'all India 12.39 15,06 16.93 5.64 29.70 20 .08

= e’ o e e e O e S wr S e wr ae MR e Am Ge N e W @e e Gk M @ e SR MR es S e Be wm W M e mm e e e e - - o e

Source: Statistical Statements Relating to Co-operative Movement in India.
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( Pump-sets) was not important in 1961-62. The demand
for credit for this purpose was less as the technological
break~through in agriculture had not arrived in India before

the mid-sixties.

1971723 Table 3.20 shows the distribution of medium

term credit for various purposes in 1971-72. The ghare of
credit granted for other agricultural purposes was the
highest (29 .70%) followed by conversion/rephasement of

loans at the all-India level. Credit granted for the purchase
c:fcattlﬁ and for machinery (pump sets) were 16.93 percent

and 1%.06 percent respectively. Credit granted'for

other agricultural purposes was high (more than 30%)

in the states of Andhra Pradesh, Gujarai:, Maharashtra,

Karnataka and Jammu and Kashmir. More than 30'}percent of

dit was given for purchase of cattle in the states
Haryana, Himachal Pradesh, Jammu and Kashmir
radesh. In thse states, loans granted for the
purchase of machinery (purp sets) were low. A high
rercentage of credit was given for the purchase of machinery
(pamp s2ts) in Bihar, Madhya Pradesh, Punjab, Rajasthan

and Tamil Nadu. Cooperative sgocieites giving higher percentace
of credit for machinery (pumpsets) in the states like

Bihar, Rajasthan and M.P. revealed that the better-off
farmers were taking the medium term loans from the
co-operatives, Credit granted for the purpose of sinking
of or repairs of wells was high in Haryana, Punjab, Madhya

Pradesh, Tamil Nadu and Bihar. A high percentage of medium
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Table .No. 3.22
Distribution of Medium Term Icans Igsuved During 1981 - 82 - By Purpoge

- mem rw @ mm o mr mm e e Er e W e me em e pw M ee e e M ne ehm e e Y e ar ee SR e e MR mm e e e am w ar e W s e e em

3inking Purchase Purchase Minor Other. Other purposes
31. STATES of of Machi - of Improve- | Agri . including coversion/
No . Renair nery 3 Cattle ments to Purpose s rephasement cf Land.
of Wells (Pump 3ets) Land

1. Andhra Pradesh ~ 3.58 €.00 30.84  3.00 23.38 33.20

2.  Assam 2.03 19,70 63.79  3.23 11.25 0

3. Bihar 8.95 9.69 20.60  2.44 41.46 16.86

4, Gujarat 6.38 9.10 4.17  0.15% 23.24 56.96

5. Haryana 00 1.67 66.27 2426 21.00 8.80

6. Himachal Pradesh 029 2.43 69.36  6.35 21.57 00

7. Jammu & Kashmir 00 1.18 60 +00 00 7.08 31,74

8. Karnataka 6.51 11.56 51.87 3.92 24,92 1.22

9., Kerala 5.15 9.23 11.90 16.28 56.68 0.76
10, Madhya Pradesh 14.72 12.91 16.85 0.38 21.77 33.37

11, Maharashtra 1.78 25,32 19.80 0.60 23.78 28,72
12. Orissa 29,38 8.63 32.85 1.56 - 22.94 ‘ 4.44
13, Punjab 00 4 .45 59.34 00 20.04 16.17

14. Rajasthan 0.08 0.54 34.88 00 0.26 64 .54
15, Tamil Nadu 00 0.82 . 84.94 00 14.24 00
16. Uttar Pradesh 0 .54 1.60 54.40  1.00 17 .10 25.36
17. West Bengal 14.56 69 .00 8.40 (.18 7.86 00

All India " 4.50 8.67 29.77  2.94 23.20 " 30.92

Source: Statistical Statements Re lating to Cc-operative Movement irn India.
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term credit given in Haryana, »Pvu.njab and Tamil

Nadu for sinking of or repairs cf wells might be due

the effects of green revolution after the mid sixties.
In Kerala and Wwest Bengal, a higher percentage of credit

was given for mi nor improvements to land.

1981 -82

From Table 3'.22! it is observed that in 1981-82,
30.92 percent of credit was given for “other purposes"”
including conversion/rephasement of loans at the all-
India level followed by 29.77 percent for purchase cf cattle
and 23.20 percent for otheér agricultural purpcses. Ioans
for "other purpcses* including "conversion/rephasement of
loans" were high (more than 30%) in Rajasthan, Gujarat,
Andhra Prad sh, Madhya Pradesh and Jammu and Kashmir.
As mentioned previously, the high percentage of credit
for this purpose may b& de to the conversion of short-v

term loans intc mediun I term loans by the PACs.

in 1981~-82, more than 50 percent of credit was given

for ®"purchase of cattle® in Assam, Haryana, Himachal
Pradesh, Jammu and Kashmir, Karnataka, Punjab, Tamil

Nadu a;nd Uttar Pradesh. It shows that purchase of
cattle was an importunt purpose of loan giving iri 1981-82.
In Bihar and Kerala, more than 40 percent credit was
advanced for other agricultural p-urposes "Purchase of
machirery® (pump sets) was an important purpose for

We st Bengal.
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Table No,. 3.23

rercentaee Distribution of long-term Lcans Igsued During 1961-62 - By Purpoge

om e Er sm e wm e e W e m @ W Wm W es B Sn R @ GB oe R WM e W e S

Sl. For Dext For Purch- For Land For Purchase Other Furposes

No STATES gigimp- Z:idOf i2£§zve- aichinEry

l. Andhra Pradesh 45.73 0.23 49.06 21.98 . -

2e Assam . ' - - 5.46 - 94 .54

3. Bihar 93.87 - 513 - -

4, Gujarat 0.33 0,35 27 .59 66,76 4.97

5. Haryana | X x x X x

6. Himachat Pradesh - 0.94 7 .55 - 91.51

7. Jammu & Kashmir b4 N X X X X

8. Karnataka 74.49 X 25.51 L - -
- 9, Kerala 90 « 65 - 6427 - 3.08
10, Madhya Pradesh 70.79 1.04 28.17 - -
11. Maharashtra 0.51 0.30 63.97 34.77 0.35
12, Ori ssa 19.41 - 80 «59 - -
13. Punjab 50 .35 15.92 1.79 31.94 -
14 . Rajasthan 63.10 - 28.51 8.39 -
15. Tamil Nadu 41.45 - . 58,55 - -
16. Uttar Pradesh 27 .90 0.79 . 22.85 40 .64 7 +82
17. West Bengal 15.36 - 84 .64 - -

All India 28.46 0.73 45.40 23.98 1.43

- Wm MR gm e e @ e @ W e e e W e @ e e ER W EB ER e mm e s @ W M 4n AR e e W MR s R M e " e @ m ™ @ W = -

Source : Statistical Statements Relating to Cc-op2rative Movement in India
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Percentgge Distribution of Ilong-term loang Isswed During 1971-72 - By Purpose

31.No. STATES For Debt For Land For Purchase For Irri- For consti- Other
Redemp- Impreve - of Machinery gation tution of purposes.
tion meénts & Implements purpose s farm Houses
& sheds
1. Andhra Pradesh 0.26 22.30 6.50 57.10  8.43 5.31
2. Assam 3.63 46-55 6.36 22.05 14.28 7.03
3.. Bihar 0.77 1.19 19.17 78.87 - 00
4. Gujarat - 0.72 25439 67 .45 0.52 12.62
5. Haryana 1.48 1.93 19.60 76.31 0.40 0.28
6. Himachal Pradesh 0.72 15.28 13.03 5 .49 46.57 18471
7. Jammu & Kashmir - 35.36 53469 10 .04 - 0490
8. Karnataka 0 .89 20.13 9,11 35,81 0.52 33.54
9. Kerala ' 0.31 49.17 '~ 0.58 32.80 8,90 8.25
10. Madhya Pradesh - 1.39 14.32 84 .29 - -
11, Maharashtra - 4.82 3.57 75.27 - 16,34
12. Orissa 5.46 11.37 81.19 0 .64 | 0 .85
13. Punjab 1.49 7.26 24.53 £0.79 0.91 5,02
l4. Rajasthan - 2.15 18.15 79.22 0.08 0 .40
15, Tamil Nadu 0 .59 . 6.76 13.87 76.54 - 2.04
16. Uttar Pradesh : - 0.87 43.65 53.53 - 1.95
17. West Bengal - - 7.58 3.34 85.18 3.72 0.18
Al} India 0 .43 7.51 19,30 64.19 1.38 7.19

Scurces Statistical Statemernt Relating to Co-operative Movemeénts In India.
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Long-term Credit:

1061623 The purpose-wise distribution of long

term credit from the Central Land Deve lopment Banks for
1961-62 has been shown in Tgble 3.23. At the all-India
level the highest percentage of long term oredit (45.40%)
was given for Land improvements followed by 28.46 percent
for debt redemption and 23.98 percent for the purchase

of machirery. A high percentage of credit was advanced
for land improvements in Andhra Pradesh, Maharashtra,
Orissa, Tamil Nadu énd west Béngal. Purchase of machinéry
was an impcrtant purpese in Gujarat, Maharashtra, Punjab
and Uttar Pradesh, Ic©ans for deht-redemption was high
in Bihar, Kerala, Karnataka, Madhya Pradesh, Réjasthan, .
Punjab and Andhra Pradesh gnd Tamil Nadu. The higher

P rcentage of long-term loans for debt redemption

in these states shcwed that these loans might have bean

advanced tc free the farmers from the cortrol of the

private agercies.
1971-72:

Table 3.24 shows the purpcse-wise distribution of
long term locans. In 1971-72, one important purpose had
been added, i .. loans for irrigation, purposes. It was
clear that the highest percentage of credit (64 .19%)
was granted for this purpbse in 1971-72. More than
60% of total 'long term credit was granted in 10 states.
These states were West Bengal, Madhya Pradesh, Orissa,
Rajasthan, Bihar, Tamil Nadu, Haryana, Maharashtra, Gujarat
and Punjab. The higher flow cf long term credit inthe

states like Tami 1l Nadu, Punjab, Haryana, Maharashtra and
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Gujarat. The demand for credit to purchase pErsian
wheels and pump s2ts increased significantly in these
states. In relatively underdeveloped states like Bihar,
Orissa, Madhya Pradesh and Rajastha, these loans

mi ght have been used on conventicnal irrigaticn schemes
li}e sinking of new wells and ccnstruction cf tanks

and repair c¢f cld ones. The cther possibility is that
the better off farmers of these states might have taken

. these locans tc purchase pump sets.

Ag expected a high percentage cof long-term credit was
given for the purchase cf machinery and implements in
the agriculturally developed states like U.P. Punjab,
Gujarat and Haryana. It is also noted that the highest
percentage of long term credit (53.69%) was advanced
fcr this purpose in Jammu and Kashmir. These lcans
might have been taken by the richer section cf the rural

commuhity in that state.

1081-82:

TabléA 3.25 shcws the purpose-wise distribution cf
long-term loans in 1981-82. At the all-India level, it
is found that 47 .75 percent of credit was granted
for irrigaticn purpocses and 28.74 percent for purchase
cf machirery and implements. More than 50 percent cf
toctal long term loans were granted for irrigation purpcses
in 7 states, namely, Bihar, Assam, Uttar Pradesh, Rajasthan
M.P. Haryana and Mahrashtra. More than 30 percent cf total

long term credit was given for the purchase cf machirery
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and implements 1in the states of Gujarat, Punjab,

Jammu and- Kashmir, Himachal Pradesh, Tamil Nadu,
Haryana and Madhya Pradesh. Thus, the, farmers of
agricuiturally developed states like Punjab, Haryana,
Gujarat, and Tamil Nadu were demanding greater amocunt
of credit for the purchase of machirery and implements in
1981-82. In Jammu and Kashmir and Himachal Pradesh,

the total amount of long-term loans granted was small
and ocut of this small amcunt, a major portion might

have been taken by the better-cff farmers tc purchase

machinery and implements.

It is cbserved from thé study that after the intro-
duction cf new technology, in agriculture in mid-sixties,
the demand for credit to purchase machirery and implements
had been ' steadily increasing. In 1971-72, a very high
rercentage of lonyg term loans was granted fcr irrigation
purposes in most of the states. 1In 1981-82.-the percentage
of credit granted for irrigation purposes declired in
12 states. These lcans might have been used to purchase
machirery and implements since percentage of loans .
granted for this purpose increased in 15 states, In 1981-
82 the percentage of crédit granted to purchaseé machinery

and implements declined in Bihar and Orissa cnly.

3.8 Pcsgition of Overdues:

The cc-operative sccieties provide loans usually for
the prcdauctive purposes. If the lcan is uti lised for

the prcductive purposes, the cultivators can pay back the
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the loans within the stipulated time cut cf the flow
of income that credit gencrates. But unfortunately,
substantiai ﬁortion of the co-operative credit is found
td be use2d either for consunpticn purposes or for sccial
ceremonies. As a result, the farmers fail to repay

the loans in time that causes in the expansion of over-

dues.

The Mac iagan Committee had cbserved that unless loans
are paid punctually, co-operaticn is both financially
and educationally an illusion“.30 He suggested that ,
the co-operative societies should insist con repaynﬁnt.
after the first gccd harvest and normally two years
sbouldiitm maximun pericd cf repayment. Scme also suggest
that reccvery of loans sho‘uld e adjusted to the cyclieal
trend of producticn. But it is a bitter truth that the
problemg cf overdues has become a matter cf serious concern
for cooperatives. Now a large prrorortion cf the loans
cutstanding is represented by overdwes. This is because
of tbe fact that sc far expansion and not ccnsolidation
has been the watch ward of the authorities concerned.
Proper atténtion is not paid to timely reccvery of the
loans advanced. The important reasons -.- fcr rising
cf overdes are 3 {a) depective loaning policies
(b) inade gquate shpervision and (c¢) weakmess cf internal
management. Howewver, natural Calafnities may make it
difficult for the cultivators to repay loans in time.

Thz study team on cverdwes of co-operative institutions
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(appointed by the R,B.I. in 1972) reported in February
1974 that "the lack of will and disciplire among the
cualtivators to repay loans was the principal factor
responsikle fcr the prevalence‘of cverdwes in |
co-cperatives. Defective lending policy purswed by
co-operatives, tne apathy cf management in taking quick
decision against recalcitrant mempers and absence of

favourable climate were other contributory factcrs".

Here it is proposed to study the actual (xsition
of overdwes in the outstanding credit of PACs both at the
all India and state level for the three time periods under

the studye.

The percentage distributicn of overduwes to the total

cutstanding credit of PACs has been presented in Table. 3.26.

Frcm Tagble 3.25, it is cbserved that at the all-
India level by the end of 1é61-—62, the percentage of total
overdwes to total outstanding credit was 20.75 percent.
This percentage increased to 32.34 percent by the end of
1971-72. By the end of June 1982 the percentage cof
toctal cverdwes tc tctal outstanding credit of the PACs
had reached a staggering figure of 49.9. Thus, it is |
noted that the percentage of cverduwes had been steadily
increasing from 1961-62 to 1981-82 at the all India

level,
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Tgble 3.26

Percentgge cf Overdwes tc Tgtal Qutstanding Credit

31. States _ _ _ _Fercentage of Over dwes_ _ _ _
No. 1961-62 197172 1981 -82
l. Andhra Pradesh 4.33 | 52.17 40 .56
2. Assam 72.55 80 .56 78.35
3. Bihar 39.29 50 031 91.03
4. Gujarat 21.49 24 .98 34.65
S. Haryana x 52 439 38.48
6. Himachal Pra=~ 37 .79 24 .60 28,98
: de sh
7. Jammu & 23.63 55.29 41.00
Kashmir
8. Karnataka 45.23 45.78 » 47 .58
9., Kerala 13.82 29.80 21,66
10. Madhya Pradesh 23.41 46.81 47.78
11. Masharashtra 26.31 43.87 ) 40 .07
12. Orissa 17 .95 58.17 “ 31.20
13. Punjab 20 .52 47 .31 46.27
14. Rajasthana 47 .09 63.10 32.34
15. Tamil Nadu 8.58 28.48 48.96
16. Uttar Pradesh 10.42 51.58 49.38
17. wWest Bengal 22.03 79 .56 59.24
- All 1ndia 20.75 43,92 49 .97

CoVo 62.34 32034 36.58

o em e e @ M e T te e ame M Ge SR wm e» e an s MR W @ em em En e en e em  an e

Sources  Statistical Statements Relating to Cocperatives Movement

in tndia.
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961-623 It is noticed that by the end of Jupe 1962,

in as many as 10 states the percentage cf OVErdzleS was
greater than the all-India percentage share. The top
five states in the order of high percengage cf olie.rdmﬁs‘
by the end of 1962 were, Assam, ,Rajasthan, Karnaﬁaka,
Bihar, and Himachal Pradesh. The Bottom 5 states in terms
of percentage of overdues by the end of this period were
Andhra Pradesh, Tamil Nady, U.P., Kerala and Orissa .

The low percentage share of these five gtates had reduced
the all India rPrcentage cf overdues to a large extent._
The inequality in the distribution of over-dwes among the
states was high as the vale of the co-efficient of variat-

ion stood at 62.34.

1971-72: By the end of Jun2 1972 the percentage of
overdues to total ocutstanding credit increased substan-
tially in all states except Himachal Pradesh where it

was reduced to 24.60 percent. The top five states in

terms of overdwes by the end of this period were Assam, West
Bengal, Rajasthan, Orissa, and Jammu and Kashmir. It may be
emphasi sed here that these states were agriculturally back-
ward stﬁtes an‘d the farmers had failed to repay the loans
either beéause cf the large scale diversion of loans:

for unproductive pﬁrposes or becaﬁse of the cccurence cf
natural calamities and subseguent crop failures. Again,

it may be due to the low productivity of agriculture in

the absence cf introduction of technology in these states.
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The bottom of five states in terms of percentage cf
overdwes to total outstanding credit we re Himachal Pradesh
Gujarat, Tamil Nadu, Kerala and Maharashtra. It should
be noted that except Himachal Pradesh, all these states
were economically and agriculturally advanced states and
productive use cof credit had been made in these states.

As a result, the fammers were in a comfortable position

to repay their locanse.

1981-82:

By thé end of June 1982, the percentage of overdwes to
total credit had undergdne some changes. For some states
the percentage of over-dwes had increased whi le for cther
states it declined in comparison to 1971-72. Those states
which recorded an increase in the percentage cf overdies
were Gujarat, Himachal Pradesh, Karnataka, Madhya Pradesh.

Tami 1 Nadu and for the remaining states the share of over

dues declirned.

The top five states in terms of overdues by the end
of the period were- Bihar, Assam, West Bengal, Uttar Pradesh
and Madhya Pradesh. Once again, it shculd be noted that |
the amount of overdwes were very high in the agriculturally
backward states of the €astern region like Bihar, West

Bengal and Assam.
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The bbttom five states 4in terms of percentage
of over dues were Kerala, Himachal Pradesh, Orissa,
Rjjasthan, and Gujarat. It is cbvious that the share of
over dues should be less in more developed‘ states like
Kerala and Gujarat, but s_urprisincjly it is found that
the percentage of cverdues were also leéss in backward
states li}e Orissa and Rajasthan. It may be due to
the fact that the PACs, in order to consolidate their
position and to get more rescurces from the central
cooperatives, might have converted the short term

loans into medium and long term loans.

3.9 Size-clgss wige Distribution of Credit:

An attempt is being made tc study the pattern cf
di stribution of Credit among the different size class
>of owrnership hcldings. It will show = - the extent cf
inequality at the intra-state level. It has been, often,
alleged that the big farmers are taking a large portion of
theé toctal flow cf credit and the gmall and marginal
farmers are struggling to get access to the institutional
credit rﬁarket. Therefcre, it is proposed to study
the inequality in the distribution cf credit among different

size classes.

The short-term and medium term loans and advances

granted by the PACs fcr the geriod 1971-72 and 1981-82 have
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been congidered for this purpose. For 1961-62, the
data are nct available in the statistical statements
relating to co-operative Movement in India. One
cannot meaning-fully analyse the~distribution of credit
among different size classes of owrnership holding
unless ore relates it to the distribution of area owned
in those size classes. The data on the. di stribution
of area owned for different size classes have been
obtained from the NSS Report, 26th and 37th Round.

The degree of inequality in the distribution of credit
and area owned - for different states have been compared
by estimating Gini co-efficient between percentage
share of credit and percentage share of area owned for

different size-classes of ownership ho;'@dings.

Thé size élass-wise dist:ibution of credit and area
owned has been presented in Table 3.27 for 1971-72 and
in Table 3.28 for 1981-82. The states have been arranged
in descending or&er of the values of the Gini -co~-efficient

in Table 3 029 .

From Table 3.29, ore notices that in 1971-72, there
was higher concentration of credit in relation to area
owned (size =-class wise) in the gtates of Tamil Nadu,

Haryana, Assam and Karnataka, Medium concentration of credif



Table 3.29

31.No. 971 -72 _ _ _ _ o __ ... 1981 -82__ _ _ __

STATES Gini Ratio STATES Gini Ratio
l. Tamil Nadu 0.382 Andhra Pradesh 0.283
2. Harvyana 0.336 west Bengal 0.216
3. Assam 0.278 Orissa 0.196
4, Xarnataka 0.214 Bihar 0.182
5. Maharashtra 0.168 Assam 04165
6s Uttar Pradesh 0.156 Karnataka 0.153
7. Andhra i’r ade sh 0.119 Haryana 0.121
8. Kerala 0.109 Himachal Pradesh 0.109
9. Punjab 0.097 Jammu & Kashmir 0 .097
10. Madhya Pradesh 0.098 Kerala 0.082
11. Orissa 0.080 Madhya Pradesh 0 .059
12. Gujarat 0.055 Uttar Pradesh 0.043
13, Rajasthan 0.054 Punjab 0.028
14. - - Gujarat 0.025
- 15. - - Rajasthan 0.013
16. - - Maharashtra 0.004

17 . - - Tamil Nadu 0.003 |

All India 0.049 0.013
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in Maharashtra, ru.»‘v't:tar Pradesh, Andhra Pradesh and
Kerala and lower concentration cf credit in Punjab,
Madhya Pradesh, Crissa, Gujarat and Rajasthan. During
this pericd, the highest concentration of credit was in

Tamil Nadu and the lowest in Rajasthan.

In 1981-82, the concentraticn of credit had declined in
all the states except andhra Pradesh and Orissa. The
highest concentration cf credit was recorded in éndhra
Pradesh during this period. The top § states experiencing
high concentration of credit were Andhra Pradesh, west
Bengal, Orissa, Bihar and Assam and the bottom 5 states

were Punjab, Gujarat, Rajasthan, Maharashtra and Tamil Nadu.

It is interesting to note that the 4 states frcm the
eastern region - West Bengal, Biharx, Assam and Orissa - where
agriculturé was still backward and where the gr<en
revolution had not made an impact, were experiencing
greater iregquality in the distribution cf credit among the
different size classes in relation to the area owned.

Thus, in these states small and marginal farmers were getting
limited access to the co-operative loans. On the other

hand, more developed states (where credit base is also very
strong) like Punjab, Gujarat, Maharashtra and Tamil Nadu

were experiencing very less inmequality in the distributicn of

credit among different size classes cf holding in relation
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to area cwred. Thus, in these gstates credit was
disbursed among the various size classes of holding
almost in proportion to the area owned which was not

iikely in the eastern region.

This is the logical trend toc take place since
credit should ke given for productive purposes and
according to the absorption capacity of the farmers in
their land. However, by saying this, one agrees to
the fact that big farmers should get more credit from the
instituticnal agencies and small farmers less. A very
large percentage of households belong to the categeries
of small and marginal farmers. In 1981-82, 55.31 percent
of the total households belonged tc the category of
*marginal farmers" and they owned only 15.49 percent
of total land.31 Cc-cperative agencies should come cut
of their traditional line€s and divert more credit tc the
hands of these farmers nct cn tne basis oif land owred but
on the basis cf other credit werthy purposes like animal

husbandry, small entrepreneurship etc.

3.10 Credit to Tenants gnd égricultural Labourerss

Co-operative credit societies are also disbursing
a percentage of their total credit tc the tenants and
agricultura'l labourers. The data fcr distributicn of
credit among these people are available for 1971-72 and

1981-82 in the statistical statements kelative to
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Co-operative Movement in India. Table 3.30 shows the
di stributicn of percentage share of credit given to
the tenants and agricultural labourers at the 3tate and

all -India level.

Table 3,30

Distributicn of Percentage Share of Credit Going to

Tenagnts and Aqgricultural Igbourers -

Sl.No. State 1971-72 198182
1. Andhra Pradesh 1.80 6.90
2. AssSam 0.11 : 7 .55
3. Bihar - 00
3. Gujarat 1.05 1.77
Se Haryana 5.29 ‘ 19.53
6. Himachal Pradesh 16.76 7.75
7. Jammu & Kashmir - 00
8.  Karnataka 4.75 5.99
S. Kerala 16.71 7 .21

10 . Madhya Pradesh 0.22 0.78
1l1. Maharashtra 0.81 0.73
12. Orissa ' 0 .40 0.67
13.  Punjab 13.26 ©10.61
14. Rajasthan 0 .07 3.13
15.  Tamil Nadu 3.75  5.26
16. U.P. x ' 1.14
17 . West Bengal X 2.60
All India 3.90 5.26
cC.w. A 121.67 | 101.62

Scurces:s JStatistical 3tatements Relating to Co-operative
Movement in India.
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From Table 3.36, it is observed that at tle all-

' agricultural :
India level, the tenants and _/_ labourers were getting
3.90 per cent and 5.26 percent of total credit during
1971~72 and 1981-82 respectively. In 1971=72, the top
five gtates in which this group was getting more share
of credit were Himachal Pradesh, Kerala, Punjab, Haryana
and the Karnataka and the bottom 5 states were Rajasthan,
Assam, Madhya Pradesh, Maharashtra and Gujarat. The
irequality in the distribution of share cf credit going to
this group among the states was very high as the valwe

of the co-efficient of vériation stood at 121.67.

In 1981-82, the share of credit to agricultural
labourers increased in all the gtates. At the all-India
level 5.26 percent cf credit was given to this class. The
tcp 5 states giving higher percercage of credit to this
cla_ss were, Haryana, Punjab, Himachal Pradesh, AsSam ;
and Kerala. It should be noted that except Assam, the remaining
4 states had a developed co-operative structaure and were
diverting a higher share of credit for tl;Iis target group
during 1971-~72 also. The bottom states giving credit tc
agricultuial labcurexrs were Orissa, Maharashtra,'Madhya
Pradesh, Uttar Pradesh and Gujarat, Bihér and Jammu and
Kashmir advanced no credit to this group in 1981-82. The
inter-state variaticnsin the distribution of credit to

this grocup was also high as the valwe of the co-efficient

of variation was more than 100.
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The tenants and agricultural labouréers are the
most vulnerable sections of the scciety. They do not
have any productive asset with them that will ensure
them a steady flow of income for their minimum
sustenance. Therefore, they need more brotection from
the institutional agencies so that the village morey
lc_enders cannot exploit them like bonded iabourers. The
co-operative agencies should come forward in a big way to
extend credit to this weaker section of the rural .
society and help the rural poor tc purchase and maintain
cerﬁain productive asgsets that will ensure a minimum

standard of living for them.

3.11 SUMMARY OF THE FINDINGS:

From the abcve sgtudy, ore finds that by the end ¢t
1982, the expansion of the co-operative societies in
relation to villages covered and population served was
satisfactory in most cf the states though the coverage
of membership was not so good. There was large |
inter-state variations in the distribution of cooperative
credit., The émount of lcan per hectare of gross 'cropped
area was higher in th® agriculturally developed regions
and in regions with strong co-operative movement. It
was also noticed that ineguality in the distribution of
rer hectare co-operative credit had increased cver the
two decades. The inequality in the distribution cf share
of credit in relation to share éf gross cropred area of
the states increased in the first decade but declined |

in the second decade.
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Seco‘ndly, it was cbserved that sore impocrtant
changes had taken place in the structure of securities.l
Immovable propsrty was no longér the dominant security
in the loan market. With the introduction of crop
loan system, agricultural produce had assumed Aimpcrtance
as a security. However, Guarantee/surety was still
censidered asé:r:pq_rgant security showing that the
@ -operative societies had not fully given up their tra-

ditional attitude.

Thirdly, it was found that more than 90 percent of
the short-term loans were granted for seasonal
agricultural operations in most c¢f the states. A major
percentage of medi um~term credit was advanced for
the purchase of cattle. -iong-term lcans from the
centrdl Land DeveioprrEnt Banks were given for the twc
im‘portant purpcses, namely irrigation purposes and for
purchase of machinery and implements. In 19$81-82, it
was found that a relatively higher percentage cf long-term
credit was advanced fcr purchase cf machinery thcugh the

highest percentage was given fcor irrigaticn purposes.

Fourthly, it was observed that the relatively
less develcped states like Bihar, Assam, west Bengal
and Madhya Pradesh were having a high percentage of

overdwes to total outstanding credit in 1981-82. However
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the low percentage of coverdw®es in Orissa and Raj asthan
might be 3 to the conversicn cf short-term loans into
mediun - term loans by the PACs. In the re lative ly

advanced states, the percentage of cverdues was less.

Fifthly, the study revealed that, the inequality in
the distribution cf co-operative credit in relation to
rrcentage of area cwned among the different size-class
of owrtership holdings had declined retween 1971-72 to
1981-82. Hcwever, in Andhra Pradesh and Orissa, the
irequality in the distribution cf credit increased during

the same period.

Sixthly, it was observed that the tenants
and agricultural labcurers were getting s higher percen-
tage share of total credit in those states, whare

the co-~cperative societies were well-developed.
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Table No, 3,1
COVERAGE OF CO-OPERATIVE SOCIETIES
From 1961-62 to 1961-82

Sl. No. States Percentage of Villages Percentage of Population Members as Percentage

served to total villages : served to total Population to total Population Served

1961262 197172  1981-82 1961-62  1971-72  1981-82  1961-6  1971-12 1981-8.|

........... T T T T T

1. Andhra Pradesh  80.73 91.45 100.00 25.92 85.14 100 .00 20 7.71 19.50
2. Assam | 65.18 82.02  97.96 61.70 64.73 99.35 4.09 4.50 12.28
3. Bihar 60.60 97 .95 100 .00 49 .64 96.00 100.00 - 4.88 5.85 9.25
4. Gujarat 99.71 91.45 100 .00 93.73 92.51 91.92 6.00 7.86 8.09
5. Haryana x 100 .00 100 .00 x 95.38 100 .00 x 8.40 11,77
6. Himachal Pradesh 100 100 .00 100.00 100 .00 100 .00 100 .00 5.59 4.2 14.74
7. Jaumu & Kashmir  75.79 83.97 68.24 92.70 77 .44 78.66 8.81 9.12 9.19
8. Karnataka - 94 .46 100 .00 - 87 .22 100 .00 - 9.58 14.39
9. Kerala 100.00 100 .00 99.84 98.24 100 .00 100 .00 ‘ 6.78 9.84 18.40
10, Madhya Pradesh  74.60 . 100 .00 100 .00 81.16 100 .00 100 .00 4.36 6.18 9.46
11. Maharashtra "96.96 96.23 100 .00 94.11 73.16 100 .00 7.23 12.62 13.44
12, Orissa 46.68 94.30 100 .00 62.56 87.36 100.00 4.08 7.79 10 .40
13. Punjab 195,59 100.00 10000 42.53 100 .00 100 .00 20 .00 14.38 1.7
14. Rajasthan 671.22  93.82 99.26 30.65 89.46 99.24 6.09 6.79 13 .46
15, Tamil Nadu 100.00  100.00 100 .00 72.58 100 .00 100 .00 16404 11.46 16441
16. Uttar Pradesh  100.00 ~ 100.00 100 .00 97 .46 100 .00 100 .00 5.91 8.53 T 9.96
17. West Bengal 61.72 79.25 88.67 59.35 84.78 17 .43 3.80 4.63 6.49
18. All India 75.41 - 95.43 99.70 - 68.14 91.51 97.31 7.1 8.26 12.03
C.V. 21.16 7.01 ©7.95 34,33 11.46 7.35 65.96 33.01 28.20
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Sources Statistical Statementsg Relating to Co-operative Movement in India.
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"Andhra Pradesh

Assam

Bihar

Gujarat

Haryana
Himachal Pradesh
Jammu & Kashmir
Karnataka
Kerala

Madhya Pradesh
Maharashtra
Orissa

Punjab
Rajasthan

Tami 1l Nadu
Uttar Pradesh
We st Bengal

All India
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Table Mo, 3.5
Distribution of Per-Hectare Avai lability of Co-operative Credit (In Rupees)

Total Loans

Short Term Loans

Medium & Long Term Loans

Percéntage "of Short-femm™CHy
in total Per Hectare Credid

1961-62 1971-72 1981-82 1961-62 1971-72 1981-82 1961-62 197172  1981-82 1961-62 1971-72 19818
3 4 5 6 7 8 9 10 11 12 13 14
20 33 149 16 22 91 3 11 58 80 67 -61
2 S ) 1.5 4 2 0.1 1 3 75 80 40
3 23 54 2 12 24 1 11 30 61 52 48 |
71 m 185 26 89 122 1 22 63 - 96 80 & |
- 53 340 - 38 247 - 15 93 - 72 73 “
3 57 99 1 29 28 2 28 71 33 51 28 |
17 3l 46 17 25 32 0 6 14 100 80 6 |
15 52 126 12 37 97 3 15 29 80 71 76 |
29 132 882 19 106 686 10 26 196 65 80 8
11 30 77 9 24 62 2 6 15 82 80 80
25 73 169 22 51 130 3 22 39 88 69 7
6 22 91 4 16 61 2 6 24 67 73 74
17 134 481 14 101 407 3 33 74 82 7% 65
4 8 84 3 6 52° 1 2 32 75 75 62
49 109 216 31 75 188 18 34 28 ‘ 63 69 87
18 34 109 17 18 73 2 16 36 94 53 o6
8 8 & 7 6 56 1 2 11 87 75 83
16 48 149 13 34 110 3 14 39 81 71 74
............ 76:34 _ 77-85 _1M0.78  71.03  84.38 120023 13371 69.88 92.10 0.3 18.57 2%

Sourcet Statistical Statements relating to Co-operative Movement in India



Table 3,9

Percentage Share of Different States In Total Cropped Area And Co-operative Credit to Agriculture
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Sl. No. States _ 1961 « 62 States 1971 - 72 States B 1981 - 82
Share in Share in Share 4n Share in _ Share in Share in
Total Total Total Total Total Total
Credit ~ Cropped Credit Crec pped Credit Crepped
Area Area
l. Maharashtra 18.99 12,31 Maharashtra 16,67 10.74 Maharashtra 13.14 11.62
2. Utt ar Pradesh 15.82 14,28 Guj arat 14 .30 6.10 Punjab 12,76 3.95
3- Tami 1 Nadu 13 013 4.69 Tdﬂll Nadu 10 -55 4069 Uttar pxa&ah 10'34 14 '12
4. Guj arat 108078 6030 Uttat Pta&sh 9,98 14 .15 “rah ’ 9082 ' 1.65
5. Andhra Pradesh 10.27. 8.20 Punjab $.96 3.55 Gujarat 7.75 6.23
6. Madhya Pradesh 7.73 11.93 Madhya Pradesh 8.07 12.84 Haryana 7.60 3.32
7. Punjab 6.70 6.28 . Karnataka 7.45% 6.75  andhra Pradesh 7 .45 7 .44
8. Karnataka 6.27 6.86 Andhra Pradesh 5.46 7.78 Madhya Pradesh 6.38 12 .40
9. Kerala 2.75 1.51 Kerala 5.08 1.82 Rajasthan 5.92 10.60
10. Rajasthan 2.30 9.70 Haryana 3445 3.10 - Tamil Nadu T 85.72 3.94
11. West Bengal 1.96 4.10 Bihar '3.15 6.56 Karnataka 5.42 6 .40
12. Ori ssa 1.49 4.17 Orissa 1.94 4.33 - Orissa 3.04 4.98
13. Bihar 1.0% 7.18 Rajasthan 1.72 10 .30 Bihar 2.18 6.06
14. Jammu & Kaghmir 0.56 0.52 we st Bengal 0.74 4.47 wWe st Béngal 1.89 4.23
15. Asgam 0.15 1.69 Himachal Pradesh0.66 0.55 H. Pradesh 0.36 0.54
16. Himachal Pradesh 0.05 0.28 J&K 0.35 0.53 J & K 0.17 0.56
17. Haryana - - Assam 0.17 1.74 Assam 0.06 1.96
Total _ ’ 100 100 100 100 100 100
Gini —co-efficinet 0.264 0.282 0.209

W R Em S R S m ™ E % W B W m P W e S W B e SE YR E S Gk W MR BF W W m P e e M A e e E W e S m w e W B e m e e e @ W W e W oW ™ e e e w

Sources (1) Statistical Statement Relating to Co-operative Movement in India.
' (2) Pertiliser Statistics - FAI Publication States arranged in discending order of share in Total Co-operative Credit.
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Table 3.13

Fercentage Distrilhution cf loans Cutstanding nt the bnd of June 1972 (By Securities)

L e T S . I

3l.No. STATZS TOTAL Fixed Agr. Gold Immovab le Guarantee/
Deposit Produce & Property Survey Others
L1 lver
1. Andhra Pradesh 100 ' 0.06 1.99 55.74 40.57 1.53
2. Assam 100 - 23.38 50.91 2.96 2245
3. Bihar ’ 100 0.02 31.29 24.01 27 .56 17 .07
4, Gujarat 100 0.02 89 .07 7.71 2.49 0071
56 Haryana ' 100 - - 2.52 97 .08 -
6. Himachal Pradesh 100 S - 6.50 - 93.50 -
7. Jammu & Kashmir 100 - - : - - 100 .00
8. Karnataka 100 0.31 16.92 64 .86 14.83 1.98
9. Kerala 100 1.27 12.02 39.58 37.06 1.35
10. Madhya Pradesh 100 - - 100 .00 - -
11. Maharashtra 100 - 57 .62 42.38 - -
12. Orissa 100 - 0.39 10.73 £8.38 - .
13. Punjab 100 - - 0.37 99.63 - :
14. Rajasthan 100 - 1.25 19.29 77.18 2.28
15. Tamil Nadu 100 1.31 16.73 23.94 55,87 1.41
16. Uttar Pradesh 100 - 5o 0.10 99.90 -
17. West Bengal 100 - 0.69 97.97 1.34. -

All India 100 0.20 26.80 35.39 35.75 l1.18

- em e W e e e e e e e Em W me m em e e e o e W e me e e e T e m Wm oee @ S e e o = e



148

Tgble 3,15

Fercentage Ristribution of ioans Outstanding At the end of June 1982 - by Becurity

- m e e m e e e o e o e e o e W e W e e e m e e =

- e m e m @ e m e oem W e e e o e o e v o= = e = e

14,
15.
16.
17 .

_— o - -

Andhra Pradesh
A S5 am

Bihar

Gujarat

Haryana
Himachal Pradesh
Jammu & Kashmirx
Karnataka
Kerala

Madhya Pradesh
Matarashtra
Orissa

Punj ab
Rajasthan
Tamil Nadu
Uttar Pradesh
we st Bengal.

All Indta

Tctal Fixed
berosit
100 0.26
100 00
100 - 00
100 00
100 00
100 00
100 00
100 0.30
100 S.14
100 00
100 00
100 00
100 00
100 00
100 3.85
100 0.11
100 0G
100 0.82

- e wm W M w mr owr ee G owm e B e me W e e W A s e e e om =

AgL .

- e e W = e w =™ - -

Gold &
51 lver

lumoval;le Guarantee/

- o m am e m e m om mw m e om oW m e om e o e e e e oW e ow e = e

13.40
27.28
45%.00
62.32
00C
0c
16,58
45.07
S.26
30.97
49.06
oc
00
3.17
21.684
4.16
l.21

C.43
00
00

1.91
G0
00
00

2.64

21.59
00

0.09
00
00
00

12.17
00
00

Fropercty security Others
64,63 9.87 11.41
61.12 2.14 9.46
55.00 co 00
15.85 3.72 16.20

00 100 ¢

0.05 ©9.95 00
00 41.68 41.74
37 .48 12.74 1.58
31,77 30 .64 5 .60
64 .20 4.14 0.09
45.51 0.41 4.93
00 100 00
0.07 85.19 14.74
2.61 94,04 0.18

9.14 53.01 00
3.6 91.59 0. 38
85.74 7.28 5 .67
21.66 40.12 4.80
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Table No.o 3417

Distribution of Short-term Losns Isswed During 1961 ~ 62 (By Purpose)

- m an e e W Em o e e e o W e m v e em m tm o e m m e e o m e e mm we o e e e = e e ow w oe * e T ® e e e

21, Ho.

- W s e an mm am me me e e am ew mm er em e m e m ee  me m m a wm w E em mm e W em W e m v o W e e o e o e W

15,
16.
17 -

States

Andhra Pradesh
Assam

Bihar

Gujarat

Haryana
Himachal Pradesh
Jamnmu & Kashmir
Karnataka
Kerala

Madhya Fradesh
Maharashtra
Orissa

Funjab
Rajasthan
Tamil Nadu
Uttar Fradesh
e st Bengal

All India

5 asonal
Agri.
Operation

Agri .
Implement

Marketing
&
Yrocessing

2,39
00

0.33

13.862

3.56
1.68
2,73
2.77
2.7
0.38
0.96
0.64
0.45
0.37
0.48

= e e ee wm B e w e M o e W e e e e M e e W e A e S e & e e e

Consumption
and otler
purposes

- e e m e e e o oae

Source: Statistical Statement relating tc Co-operative Movement in India,
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1Tgble Hlg. 3.25

Percentage Jigtributicn of Iong - Term loans lgsved during 1981 -€2 = By Purpose

- W e m e W e m e W e @ e W wm W e e e T e @ s T T o e m oem e T M o e T M w Em e e e W E @ M e o ™ @ e e ® e e e -

51. For land Fcr Puwrchase Fcr Irriga- For constru- For dévelop- Animal girmpéxs
No STATES Improve~ of Machinery ticn ction cf ment horti - husbandary
ments Implements purpose s farm houses culture &
. and sheds plantation
crops

1. andhra Pradesh 9 .28 26,97 42.74 - 0.55 4.75 12.45 3.26
2. Assam 1.84 13.99 73.85 5.85 4.06 0.26 0.15
3. Binhar 1.27 6.06 90 .32 00 0.23 0.99 1.13
4. Gujarat 0.14 78,53 16 .17 1.90 : ' 0.05 2.8 : 6450
5. Haryana 1.24 34.54 £6.32 1.56 0.19 00 6.16
6. Himachal Pradesh 2.74 62,62 7.28 6.24 18.70 00 .94 1.00
7. Jammu & Kashmir 7.20 70.98 0.29 6.89 3.21 " 5.03 6.40
8. Karnataka ' 7.20 13.39 36,50 17 .08 18.46 4.54 2.83
9. Karala 15.55 3.00 21.87 6.31 18.90 ' 7.07 . Z1.30
10. Madhya Pradesh 00 32.67 65.84 00 0.21 1.26 0.02
11. Maharashtra 0.16 13.26 52.21 1.04 2.55 9.16 21.62
12, Orissa 10.68 4.04 48.84 11.46 - 2427 , 19.59 2.92
13. Punjab , 4.27 70.09 5.46 2.94 1.92 10.17 5.15
14. Rajasthan 0.33 18.17 70.51 0.37 0.12 00 10,51
15. Tamil Nadu 0.60 42.09 5.56 2.93 5.77 25.90 17,15
16. Uttar Pradesh 1.82 24,00 71.47 00 0.31 2.00 0.40
17. wWest Bengal 4.09 16,22 42.79 1.64 10,02 7.66 17.58

All India 3.89 28.74 47 .15 2.52 3.74 5.48 7.88

Scurces Statistical Statement relating to Co-operative Movement in India
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. Taple 3.27
Size ClagsS-wige Distribuytion of Co-orerative Credit and Arey Owned 1971 = 72
S1. No.  States Upto 1 Hectars 1 - 2 Hectarss 2 - 4 Fectares 4 - 8 Fectars Above 8 Mctare gi:io
rercentage Percentage Percent. Percent. Percent. Percent. Percent. Percent, Percent. Preeent,
of Credit of Areas of of Areas of of Areas of of Area of of*

Owned Credit Owned Credit Owned Credit. Owned Credit. Area °
....................... S ) : - R
1 2 3 4 S 6 i 8 9 10 1 12 13
1, Andhra Pradesh 15.36 9.92 21.59 13.16 26.25 21.19 21.60 24.41 15.20 31.32 0.1119
2. Assam 23.53 22.15 60 .94 30.22 14.04 30.79 1.49 12.80 00 4 .04 0.278
3- Bihar - - - - - - - - - - - -
4. Gujarat 5635 4.53 11.82 9 .94 24.15 16.73 29 .80 26.97 28,88 41.83 0.05%
S. Haryana 8.21 4.63 21‘35 7 .43 43.20 18.95 13.02 35.59 14.22 33.40 0.336
6. Himachal Pradesh - - - - - - _ - - - - -
7. Jammu & Kashmir - - - - - - - - - - -

8. Karnatab 15055 5-7‘ 26011 11-81 23.10 24 084 21026 24086 13.98 32075 0’0214
9. Kerala 50.16 40 .88 23.78 24.32 13.77 19.95 9.93 10.92 2.36 3.93 0.109
10 . Madhya Pradesh - 2.80 3.34 10.36 9.16 20.00 21.36 33.56 19.18 33.28 36.96 0.089
11, Maharashtra 6.8% 3.48 13.69 8.59 22.12 18.34 28,22 28.40 29.12 41 .19 0.168
120 Ori 8sa 17 -50 20 '45 . 27 020 26-95 31068 25.88 17 022 16.76 6040 9 .96 0 080
13. Punjab 11.25% 4 .47 15.46 8 .87 31,68 25.06 2797 28.28 13.64 33.32 0.097
14, Rajasthan 9.32  2.03 18,72 6.78 27 .26 13.15% 24.25 22.04 20.45 56.00 0.050
15, Tamil Nadu 6.58 20 .24 15.24 21.84 49.5%0 25.20 23.50 19.72 5.18 13.00 0.342
16. Uttar Pradegh - 7.76 17 .49 29.14 24.65 36.37 27 94 19 .47 19.83 7.28 10 .09 - 0.156
17, we st Benqal V - - - - - - - - - - -
All India 10 .46 9.76 17 .65 14 .68 28.06 21.92 24 .89 23.83 18.94 29 .81 0.049

--——-—--o——----—---_-_--.--_---——-a--o-—--—----—----------—-—-----_.

Sourres 1) Statistical Statements Re lating to Co-operative Movement in India, NABARD.
2) NS5 - 26th Round, July 197 - Sept 1912. No,215

Notes () The Gini-Co-efficient is estimated after arranging the percentage of Credit in
descending order.

. 11) Lioans and advances from the PACS onlv.
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Table 3.28
$ize Class-wige Distribution of Co-operative Credit and Area Owned (1981 - 82)

- Em e s e @ e W m e m e ®m e e m R e e e e ™ @ o de e o e o = e e e W e @ m e e o W @ e e m e ™ o oW ™ e W ™ e wm oe e ow -

Sl. STATES Upto 1 Hectare l =~ 2 Hectgre 2 -~ 4 Hectare =~ 4 - 8 Hectareg Above 8 Hectare
No. . Ferceut. Percent. Percent. Percent. Percent. Percent. Percent. Percent. Percent. Percent, 2121
of of Area of of Area of of Area of of Area of of Area atlo
Credeit Owned Credit Ownegd Credit = Owned Credit Ownead Credit Owned
lo Andhra Pl’aChsh 220& 11.26 . 15.95 15'29 32'87 20'70 19055 24000 9.03 28075 0.283
2. Agsam 37 .05 24 .54 41,32 34 .80 .15.02 27 .67 15.02 10.94 00 2.05 0.165
3. Bihar 5.81 23,96 33.28 22.91 24 .84 27 .02 22 .00 17 .45 13.%57 8.66 0.182
4. Gujarat 570 6.65 12.15 10.78 21.98 22.63 25.11 27 .74 35.06 32.20 0.025
5. Haryana 11.5% 5.04 24 .41 13 .44 25.68 21.58 23.41 29.08 14 .95 30 .86 0.121
6. Himachal Pradesh 21.89 20094 32.23 23.09 24 .98 264,03 11,52 21.78 9.38 8,16 0.109
7. Jammu & Kaghmir 16.34 28.13 43.50 30 .29 20 .84 28.70 13.91 8.76 5.11 " 4.12 "0 .097
€. Karnataka 19 .98 6.21 21.85 13.56 26.70 25.40 20.58 24.22 10 .69 30.61 \ 0.153
9. Kerala 37 «78 45.74 27 25 23 051 20 .81 19011 100& 10006 3036 1.58 0.082
10 . Madhya Pradesh 9.25 4.99 14 .93 11.08 27 .16 24.30 27 .38 30.58 21.28 29.05 0 .089
11, Maharashtra 8.53 4,65 16,93 ‘ 10 .90 27 .04 20 .82 26.26 28.66 21,24 34.97 0.004
12, Ori ssa 31.93 19,68 30.12 29.73 24,63 25.05 10.78 . 1517 2.54 10 .17 0.196
13, Punjab 6.50 5.56 14,93 10.75 29,47 22.87 27.92 32.43 21.18 28.36 0.028
14. Rajasthan 10«65 3.63 17 .93 7.29 25.11 17 .29 25.00 26.58 21.11 45,21 . 0.013
15, Tamil Nadu ‘ 18.58 23.58 27 .83 27 .24 25.66 23.53 17 .35 17 .59 10.586 8.06 0.003
16. Uttar Pradesh 21.75 20 .36 26.60 24 .08 28.75 28.12 16.68 18.29 6.02 9.15 0.043
17. wWest Bengal 30 .53 30.34 41.66 28.77 10.76 27.23 7.21 11.41 l.84 2.25 © 0.216
All India ) 16.38_ 12.22 20 .88 16.49 26.00 23.38 21.29 23.46 15045 24 .45 0.013

Sources 1) Statistical Statem®nts Relating to Co-operative Movement in India, NABARD,
2) NS5 - 37th Round 1981-82.

Note: 1) Gini-Co-efficient 1s estimated after arranging the percentage of credit in esrending Order.
i1) loans and advances from the PACs only.
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CHAPTER IV

COMMERCIAL BANKS' FINANCE TO AGRICULT URE

The traditicnal role of commercial banks was to act
as "purveyers of credit® and therefore, they were reluctant
to enter thé rural credit mariet. They were contributing a
very insignificant proportion of rural credit beforethe ,
seventies. But later on, it was realised 'chat commercial banks
oould act as ‘catalytic agent® in the agricultural development
of the country. They could also supplement their rcle as the
emanci pator of farmers frcm the money lenders along with the
co-operative. Therefore, 14 major c0m;r|ercial banks were
nationali s8d in 1969 and this was followed by the nétionalisation
of 6 more banks in 1980. Since then, the commercial banks
have gone a long way and the advances from Puwblic Sector
Banks toc agriculture have registered a phrenomenal increase.
Their operational base has been widened in the rural areas
under the direction and supervision of the Reserve Bank of
India and NABARD. Besides financing agriculture &lrectly
and indirectly through co-oper.atives and RRBg, they have also
introduced some special rural-oriented schemes like the Iead
Bank scheme, farmers service Societies, Dif ferential Interest
Rates etc. to ensure a steady flow of credit to the agri-

cultural sector.

The purpose of the Chapter is to study the overall

progress of the scheduled commercial banks in the field of
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agricultural credit with respect to the following facts

during a decade i .. from 1971-72 to 1981-82.

1) The coverage of the rural areas through

their rural branch expansion programme.

2) The leve]l of direct and' indirect finances to the

farmers:;

3) The distribution of Credit in various states in

relation to their share in gross cropred area:
4) The credit deposit ratio for the rural branchesgs.

5) The pattern of distribution of short-ﬁerm and long
term loans among different size class of ownership holdings
cbmpri sing marginal farmers (uptw 1l hectare), Small farmers
(above 1 to 2 hectares, medium farmers (above 2 to 4 hectares

and big farmers (akove 4 hectares of land) .

Usually, for commercial banks, the data are avai lakle
in the form of outstanding credit. Of course,the Report
on currency and finance provide data on the f low of short-
term and long term loans during a given year. But since
data for 1971-72 and for other factors are available in the
form of cutstanding credit. Wwe take *‘Outstanding credit*

as the measuring rod in our study.
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4.2 Coverage of Commercial Banksg:

At the outset the coverage of 'comrcial banks in
relation to their branch expansion in the rural areas is
studied. The number of rural offices cf these banks have
increased spectacularly in the last decade in all the
states. Table 4.1 shows the percentage of rural branches
to total commercial banks® branches during the two time

reriods at the all-India and state level,

From Table 4.1, one finds that in period II (1931-82)
the expansion of commercial banks in rural areas increased to
a large extent. It is found that 52 percent of the total
commercial banks® offices wise in rural areas in 1982. The
highe st percentage of rural branches are in Hirachal Pradesh
(84 «93%) and the lowest percentagé was in Kerala (35.10%) .
The top 5 states in terms of rural kranches of commercialv
banks were Himachal Pradesh_, Orissa, Jammu and Kashmir,

Bihar ané Madhya Pradesh. The inter-state variations in the

di stribution of percentage of rural branches had gome down

in 1981-82 since the co-efficient of variation had@ come down to
23.90. 'l‘fxe bottom 5 states in terms of rural branches of
commercial banks wére Kerala, Maharashtra, Tamil Nadu, West
Bengal and Gujarat. From the difference in percentage shares
of rural offices, it is okserved that more rural branch
expansicn ha.d taken place in the state of Biha£, Orissa,

Madhya Pradesh and Andhra Pradeésh during the decade,



3l. No. States T in
Morraz o Motnee . °F Shocentage
1. Andhra Pradesh  31.92 54 .51 22 .59
2. Assam 45.61 60 .12 C 14.31
3. Bihar 38.39 70 .04 | 31.65
4, Gujarat 39 .47 45.13 5.56
5, Haryana 39.89 58.06 . 18.17
6. Himachal Pradesh 83.44 84 .93 1.49
7. Jammu & Kashmir 51.26 < 70.38 19.12
8. Karnataka 42.78 51.78 9.00
9. Kerala 31.73 35.10 3.37
10, Madhya Pradesh 41.64 64.76 23.12
11. Maharashtra 20.36 37 .84 17 .48
12. Orissa 45.96 , 72.98 . 27.02
13. Punjab ' 49.35 53.67 4.32
14. Rajasthan  45.24 58 .40 13.16
15. Tamil Nadu 25.23 38.38 13.15
16, Uttar Pradesh 40.32 61.23 19 .93
17. West Bengal 24.71 41.46 16.75
All India 35.50 - 51,90
CuwV. 33.25 23.80
Sources i) Statistical Table Relating to Banks in India 1974.
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Table 4.1

Percentage of Rural Offjcesg to Total Cffjces of
Commercial Banks

Percentage of Rural Offices Difference

ii) Basic Statistical Returns Summary Results, 1982.
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8] g2 (Be Pe 1 :

The changes :I.n.the percentage distribution of rural
officeg to total offices at the state level can be observed
from Table 4.2. This table shows the regions according to
the percentage of rural branches to total commercial banks’

brancm Se

It should b noted from Table 4.2 that rural branch
expansion was higher in thoge states which did not experience
~agricultural develomment in a significant way. For example,
in 1981-82, Assam, Bihar, Himachal Pradesh, Jammu and Kashmir,
Médhya Pradesh and Orissa were showing a higher percentage
of rural branch expansion by the commercial banks. It is
a paradbx that thege states were neither agriculturally

deve loped nor advanced in institutional credit base.

This phenomenon can b explained from the point of
view of definitions of the rural, semi-urban and urban centres.
According i:o the definition, rural centres are those places
with population upto 10,000 semieurban with population
over 10,0'00 and upto 1,00,000 urban centres with population
over 1,00,000 and upto 10,00,000 and metropolitan centres

1 In the gtates

are places with population over 10,00,000.
11 ke Assam, Bihar, Orissa, Madhya Pradesh and Jammu and
Kaghmir etc. there is less industrialisation and urbanisation.
Therefcre, the number of urban and semi -urban branches

became low in these gtates. But commercial banks, because

l. Report con Currency and Finance, 1984-85, Vol. II,
Statistical Statements P.46 -
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Table 4.2

Reglons According to Percentage of Rural Branches To
Total Commercial Banks® Branches

Regions 1972 1982

Low Andhra Pradesh Kerala,

Bé low Bihar, CGujarat Maharashtra,
Haryana, ' and Tami 1 Nadu.
Maharashtra,
Tami 1 Nadu

and west Bengal

Me di um Assam, Fimachal Andhra Pradesh
40 - 60% ; Pradesh, Jammu & Gujarat
Kashmir, Karnataka Haryana,
Madhya Pradesh Karnataka
Orissa, Punjab Punjab
Rajasthan Rajasthan
and Uttar Pradesh and

We st Bengal.

High Himachal Prade sh Assam

Bihar
Above Himachal Pradesh
60% Jammu & Kashmir

Madhya Pradesh
Ori ssa and
Uttar Pradesh
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of their general expansion policy had opered branchesg

in the gsmall towns of these gstates. But mere branch

\ expansioh does not necessarily guarantee that a greater
percentage of credit would flow to the agricultural

sectcr of these states. The fact is that these branches are
treated as rural branches but they provide credit to the
small industries and busimssman and conduct their usual
commercial banking acti\;ity instead of extending credit tc

the agriculturists.

On the same ground, it can be said that very deve loped
states li¥® Kerala, Maharashtra, Tamil Nadu and Gujarat are
showing a lower percentage of rural branch expansicn. In
thege states the base of the instituticnal aéencies isstrong.
Thus, even if, more branches are opened up in semi -urban
and urban areéas and less branche€s in rural areas, the urban
and semi -urban branches mig¢ght be diverting mcre credit tc the
agriculturists. This fact can ke examined by taking per
hectare credit in thege states. Thus, higher percentage of
rurgal branch expansion may not m€an that farmers are getting

more finances from the commercial banks.

4.3 Scheduled Commercial Bankg Direct Fingnce to Agriculture

Commercial banks prcvide credit tc the agricultural
sectcr both directly and indirectly. They extend credit

indirectly via the Primary agricultural credit sccietieg,
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Regicnal Rural Banks etc. for the distributicn cf
fertilisers and other inputs and also for other agricul-
tural purposes. They alsc provide loans to state electricity
boards for energisation:fwells etc. However, one ,préceeds to
analyse the amount of direct finance advanced by the
commercial banks to the agricultural sectcr. For this
analysis, the amount of direct finance outstanding at the

end of 1972 and 1982 is considereed. Table 4.3 shcws the

di stribution of per hectare direct and Total credit of
commercial banks along with their growth rates during the

decade .

Frem Table 4.3 ore observes that in 197172 direct
credit per hectare of grcss cropped area frcm scheduled
commercial banks stcod at M. 19.00. By the first period, the
ccmmercial banks had not entered the rural credit market in
a big way. The top five states in per hectare avai labi lity
of credit were Tami l Nadu, Kerala, Gujarat, Andhra Pradesh,
and Karnataka having credit per hectare for .31 to R.57 .00.
The bbttom 5 stat@s having per hectare credit availabi lity of
R$.5200 and less were Himachal Prade sh., Jarmu and Kashmir,
Assam,” Origsa and Madhya Pradesh. The highest per hectare
eredit was availéble in Tamil Nadu (Rs.57.00) and the lowest

in Himachal Pradesh (2.00). The inequality in the distribution

of outstanding credit per hectare of gross cropred area was

v
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very hich and the co-efficient of variation was 88.6 .

. By the end of 1982, one obwrves a spectacular
progre ss in outstanding credit of comnercial banks. By
this period, the per hectare outstanding credit at the
all-India level stcod at & .298.00. The top five states
in availability of per héctare credit were Kerala, Tamil Nadu
Punjab, Andhra Pradesh and Karnataka.héving rer hectare |
credit from Rsg. 341/~ to Rg. 728/= Thus, comi:cial banks
had made é tremendous progréss in the southern states )
besides Punjab and Haryana. The bottom 5 states having
r°r hectare Credit availlability cf Rs. 170.00 and less were
Madhya Pradesh, Rajasthan, 0'x:issa, Bihar and Gujarat. Gujarat
come€s to the group of bottom 5 state s,because the commercial
banks disbursed a greater share of credit in the form of
indirect finance in this state. Otherwise, Assam, would have
been included in this group. The highest amount of direct
credit was available in Kerala (Rs. 728.00) and the lowest in
Madhya Pradesh (Rs. 93.00) . The co-efficient of y variationg
in the distribution of direct credit rer hectare of gross

cropped area stcod at 63.21, which was less as compared to

prricd 1.

During the decade, the absclute amount of direct
outstanding credit had increased substantially in all the

states. But the relative position of the states remaired,
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Tab le 4.3

Per Hectare Avai lability of Commercial Banks Direct and Total Credit (Rupees)

Sl.No. States End of 1972 End of 1982 Growth
Direct  Total Direct ~  Total  Direct  Total
Finance
1. Aandhra Pradesh 33 42 474 | 545 30.5 29.2
2. Assam 3 4 178 202 50 o4 48.0
3. Bihar : 8 11 150 203 34.0 33.8
4. Gujarat 34 44 170 270 ©17.5 19.9
5. Haryana 18 31 320 449 33.4 30 .69
6. Himachal Pradesh 2 2 286 335 64 .3 66 .8
7. Jammu & Kashmir 25 25 201 222 55.0 56.6
8. Karnataka 31 46 341 412 27 .0 24.5
9. Kerala 55 64 728 801 29 .5 28.7
10. Madhya Pradesh 5 8 93 120 33.9 31.1
11, Maharashtra 30 47 165 291 18.6 20 «0
12, Orissa 3 3 138 190 46.6 51.4
13. Punjab 17 21 503 595 40.3 39.8
14. Rajasthan C 7 7 113 135 32.0 34.0
15. Tamil Nadu 57 87 631 754 27.2 24.1
16. Uttar Pradesh 11 26 17¢9 245 32.2 25.1
17. West Bengal 20 22 | 247 311 28.6 30 .3
All India 19 28 298 - 386 31.7 29 .9
c.v, 88.6 87 .7 63.21 : 56.11 34.09 37 .03

TE T e & & e e m e e @ e e ® e e o e m m e e m Sv e S e e s em am G e W e e e ~ e m w .

Source: 1) Statistical Tables relating to Banks in India
2) Basic Statistical Returns, Summary Kesults 1974 and 1982,
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more or less same, in relation to the per hectare
availability of bank credit. The changes in the
positions of the states have been demonstrated in-

Table 4.4.

In Table 4.4, the class intervals, of Low, Medium
and High level of prer hectare credit have been made on
the basis of the lowest and highest per hectar credit
for the[trx?e period.32 Thus, the low, medium and high®

class intervals take the following form:

[
Region 197172 : 198182
’
—————————————————— M - eew ae s > e
Low Rse 2.00 = Rse 18,00 (Rs. 9300 = Rs. 211.0
'
. i
Medim RS. 18000 - RS. 36000 :RSO 211000 ot RS. 422000

1
1]
High Absve Rs. 36.00 . Above Rs 422.00
]
'
L]

It should be noted that in this form of classifi-
cation the highest and lowest values affect the size of
the class interval. In this particular case, the highest
pPer hectarecredit of Tamil Né}du and Kerala and the lowest
per hectare credit of Himachal Pradesh and Madhya
Prade sh affect the size of classes in a significant

manrer.

In 1971-<72, Assam, Bihar, Haryana, Himachal Pradesh
Jammu and Kashmir, Madhya Pradesh, Orissa, Punjab,
Rajasthan and Uttar Pradesh were in the low per hectare

zone'. Thus, in 1971-72, comrercial banks direct finance
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Table 4.4

Regions According to Per Hectare Avai labjlity of Direct
| Finance from Commercial Bank

- er e @ wm e e = e @ e E En Eh Gn e S @ e @ e e MR e 2w e @

low Assam, Bihar, Haryana
Himachal Prade sh,
Jammu and Kaghmir,
Madhya Pradesh, Maharashtra, Orissa,
Orissa, Funjab, Rajasthan, and Uttar
Rajasthan and Pradesh.
Uttar: Pradesh '

Asgsam, Bihar, Gujarat
Jammu and Kashmir,
Madhya Pradesh,

am BN W 4m @ e W W e G W e G aa e B @ S an s s @ o G ap W @ W e T e a=

Me di um Andhra Pradesh, Andhra Pracdesh,
Cujarat, " Haryana, Fimachal
Karnataka, Pradesh, Karnataka,
Maharashtra, and West Bengal,
and West Bengal.

Hi gh Kerala and Kerala, Punjab
Tamil Nadu and Tami 1 Nadu.
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to farmers in Punjab, Haryana and U.P. comes under
the low category. The remaining states were agriculturally
backward and flow of direct credit from commercial banks

to those states was also lowe

Andhra Pradesh, Gujarat, Karnataka, Maharashtra
and West Bengal were placed in the medium category of
aval labi ity of direct finance. But Kerala and Tamil
Nadu were placed in the high credit availabi lity zone.
The high per hectare credit in Kerala during this period
may be dwe to the fact that provision of credit for plan-
tation purposes was a traditional function of the
commercial banks even before nationalisation. All
those states, where medit:lm.and high level of direct finamnce
was avai lable were agriculturally develcped for traditional
category of commercial crops at that time. Further,
it is interesting to note that Himachal Pradesh was
getting the lowest amount of per hectare credit but
during the same time, the percentage of its rural
offices to total bank offices was highest. It reveals
that though there was a satisfactory rural branch
expansion, the rural branches- were not catering

to the needs of the agricultural sector.

In 1981-82, a more clear picture emerges and one
finds positive asscciation between agricultural develop-
‘ment and flow of direct bank finance. Again, Kerala,

Tamil Nadu were placed in the high credit availability
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‘zore with the additicn of Punjab. In Punjab demand for
credit increased after the technological break-thrcugh
in agriculture and the comercial banks responded tc those
needS Andhra Pradesh, Karnataka and West Bengal retainred
their pcsition in the medium group with the addition

of Himachal Pradesh and Haryana. Plowevér,- Maharashtra
‘and Gujarat joined the rank of the low avai labi lity

groupe.

Agsam, Bihar, Madhya Pradesh, Orissa, Rajasthan
and J & K retained their old place in the low level
of direct credit zone. However, the addition of Gujarat,
Maharashtra and U.P. in this zone shows that the flow
of direct credit from the banks was rather low in these
states, despiteltheir level of agrrcultural. deve lopment.
It may be due to the presence of strong co-operative socieites

in these states which supplied a direct credit to the farmers.

Coming to growth rates, the compound growth rate
of commercial bahks direct finance to agriculture during the
decade a_fi:e'r_ nationalisation showed a spectacular increasee.
At the all =-India lekrel the growth rate was 31.7 percent.
As many as 11 states recorded a compound growth rate
-more than 30 percent. The highert growth rates were
realised in the states of Himaé';lal Pra&sh, Jammu, and
Kashmir, Assam and Orissa. But the present study shows,

the per hectare credit availabi lity was low in these :



167

statés except Himachal Pradesh (period 1II) at both the

time periodss >‘1‘hus, compound growth rate is not an indicator
of increase in the flow of direct bank finance to
agriculture. A very high growth rate was recorded in the se
states because of: theii low crédit availability in the

bage years.

Tre low growth rates in direct financé from
banks were realised in the states of Gujarat, Maharashtra,
West Bengal, Tamil Nadu and Kerala. Tamil Nadu and
Kerala were in the high per hectare credit availability
éroup in both the time periods. 7The low compound growth
rate experienced by these two states was due to their
strong credit base during 1971-72. However, gréwth
rates in direct €redit was not impressive particularly

in Maharashtra and Gujarat.

4.4 Scheduled Commercial Banks Total (Direct plus Indirect)
Fingnce to Agriculture,

It is proposed to analyse the interstate variations
in the availability of total commercial banks' finances to
agriculture and the chan.ges taking place during the 10
yearse. B The per hectare total outstanding
finance of the commercial banks to measure the level of
credit availability for various states has been taken
into consid®ration. From Table 4.3, ore notes. that in 1971-72,
per hectare avail lability of tétal finance was Rs. 28.00
only and it increased about féurteen times to Rs. 386.00 in

1982 . The comparative position of the different states in
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1971-72 and 1981-82 can be observed from the Table
4.5. The class intervals for low, medium and high
clredit aval labi lity zones were made on the basgis of
the highest and lowest credit availability as it was

dore for the direct finance.

So far as the total per hectar outstanding
credit of commercial banks was concerred in 1971-72,
li ke the per ectare direct credit, Assam, Bihar, Himachal
Pradesh, Orissa, Punjab, Rajasthan, west Bengal and
Uttar Pradesh, were placed on the low level of credit
group. The lowest amount cf credit (k. 2.00) was
avai lable in Himachal Pradesh, However, agriculturally
developeé states lik Punjab and Uttar Pradesh were
grouped with these states in 1971-72. It showed that
the commercial banks had not started financing agricul-
tural sector i‘n a big wa\y by the end of 1972 in thesge
states,though the green rewolution had arrived there before

reginning of the seventies.

Andhra Pradesh, Gujarat, Karnataka, Maharashtra
and Haryana @ belonged to the medium level cfedit
aval labi lity zone during thig time, Kerala and Tamil Nadu,
relonged to the high level of credit. Thus, it is found
that these southern states alcng with Gujarat and
:-laharashtra.vﬁre etting a suwstantial amount of comrercial

banks total finances in Period I.
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Table 4.5

Regions According to Per Hectare Availability
of Total Fingnce from Commercial Bankg

Regions 1971-72 1981-82
Low Assam, Bihar, Himachal - Asgsam, Bihar,
Prade sh, Jammu and Jammu and Kashmir,
Kashmir, Madhya Pradesh Madhya Prade sh,
Orissa, Punjab, Orissa and
Rajasthan, West Bengal Rajasthan.
and Uttar Pradesh
Medi :m andhra Pradesgh Gujarat,
Gujarat, Karnataka, Haryana,
Maharashtra and Himachal Pradesh,
Haryana. Karnataka,
Maharashtra,
Uttar Pradesh
and we st
Bengalo
Hi gh Kerala and Aandhra Pradesh
Tami 1 Nadu Kerala,
Punjab and

Tamd 1 Nadu.

The actual class intervals for low, medium and high
regions in terms of per hectare total credit is the
following: . »

1972 1982
(a) Low Rs.2.00-Rs. 28.00 Rs. 120.00 - Rs. 227.00
(b) Medium Rs. 28.00 - Rs.56/- Rs. 227 .00 - Rs. 454.00
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'By the end of 1982, ore find a very cleai picture
on the position of the various states in relation to
commercial bahks"f;@tal ocutstanding credit. The study
shows that during the decade, the commercial banks had
extended productive credit to the agricultural sector in
a big way and those states were availing more bank finance
which were also agriculturally advanced. By 1962,
Andhra Pradesh, Kerala, Funjab and Tamil Nadu belonged
to the high per hectare total credit zore. Kerala was
getting the highest amount of total finance from the
comrercial banks (Rs. 801.00). Haryana missed this group by
a margin of rurees five only. During this periqd, Gujarat
Haryana, Himachal Pradesh, Karnataka, Maharashtra,
Uttar Pradesh and West Bengal belonged to the medium
level cf per hectare tctal credit zone. All these
states except Himachal Pradesh and Wwest Bengal were
fairly advanced an agriculture and allied activities. 1In
contrast tc cooperatives cne finds that West Bengal was
getting a IGasénably high level of commercial ranks’
finances, despite its backwardness in agriculture, it may
be because of historical reasons as the commercial banks

were well develored in the urban centres of West Bengal.

Tre agriculturally backward states like Assanm,
Bihar, Jammu anrd Kashmir, Madhya Pradesh, Orissa and

Rajasthan were placed in the low level of total credit
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-aval Jabi lity group. Thus even after naticnalisation,
these states had not gained significsntly from the
commercial banks. It is difficult to say whether low
level of credit availability is the cause of agricultural
backwardness in these states. Mere injection of credit
cannot transform the nature of agriculture in these
states. However, it can be said that commercial banks
in their .new rcle of "catalytic agent® of agricultural
development, had failed in their attempt to transform
the agricultural sector in these states. However, the number
cf states, in the low credit zone had declined from

10 in 1971-72 to 6 in 1581-82.

Coming to the trend of compound growth rates in l
tctal outstanding finance ot the commercial banks during the
10 years, ore notices that at the all-India level, the
grcwth rate was 2¢.9 percent. The high grcwth rates aflo
were realised in the states of Himachal Pradesh (66.8%),
Jémmu and Kashmir (56.6%), Orissa (51.4%) and Assam
(48.0%). as explained earlier, these states belonged
to the low=credit group (except Himachal Pradesh) during
this time and they recorded a higher grcwth rate in
credit because of their low credit base in 1971-72.
Gujarat and Maharashtra recorded a very low growl:_h rate
{19.9 percent and 20.0 percent respectively) during this
periocd. Of course, both these states belonged to the
mediun level of credit availability zone in both the

time pericds. Thus, the low level compound growth raf;e
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in per hectare outstanding credit does not mean that these
states were weak in relation to the availability of
credit from commercial banks.

tc

The whole analysis with respect /the availability

of per hectare total finance from commercial banks is

represented in a summary table., (Table 4.6)

Summary Table 4.6

Total Finance (Direct + Indirect) From the
Commercial Banks

1972 1982 Growth Rates|
All-India ”s.28.00 Rs. 386.00 RS. 29.9
Range (The Rs. 87 .00 to Rs. 801.00 to 66.8
Highest and Rs. 2Q0 Rze 120 .00 to
the Iowest) 19 .9
Inter-State Pse 87 .7 Bse 56411 37 .03
Differences
(C.V.)

Number of States
falling in the
di fferent credit
avai labi lity
Region: (a) Low 10 6 10

(b) Medium 5 ‘ 7 6

(c) Bigh 2 4 1
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The study reveals that after nationalisation,
comrmercial banks have made significant prcgress in
financing the agricultural sector. However, the flow
of finance frcm the commercial banks was lopsided.

The agriculturally mcre developed states were ensured

tc get a greater flcw of credit from the banks where as

the less developed states had precariously failed to

‘ge.t credit £from them. The developed stnaAt:ES were getting
more credit frcem the banks due to their repaying

capacity. The fact remains tﬁat the agriculturally backward
states wexe‘ still getting a very low per hectare of

bank credit and their relative position remained same

even after 10 years. The declire in the valwe of the
co-efficient of variation may he dw tc the fact that

mcre equal distribution of credit had been made among the
top gix to seven states in terms of per hectare credit.

The commercial banks, therefore, should make.a -sustained
and more vigorous attempts tc raise the fposition cf these
states not cnly in terms cf per hectare credit avai lability,
but also in terms cf a overall transformation of the

agricultural sector.

4.5 Share of the States in Total Bank Credit and
Total Cropped Area.

Now one proceeds to study the distribution of credit
in different states in relation to the share of the

states in total gross cropied area. Out of the total
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credit outstanding each state has a share in it.

Simi larly, each state also enjoys a percentage share in total
gross cropped area. By relatiny the percenf.age share of
states in total outstanding credit and in total gross
cropped aréa one can find ocut the Gini-coefficiem which
will show the extent of credit concentration. One

can make a comparison of the concentration of credit for both
the time periods and see whether the irequality 1in the
distribution of credit in relation to gross cropped

area has changed or not.

In Table 4.7 and Table 4.8, the states are arranged in
descending order with respect to their percentage share
in total outstanding credit of the commercial hanks for

period I and 11 respectively.

From Table 4.7 one cbhserves that Maharashtra,
Tami 1 Nadu, Andhra Pradesh, Karnataka, Gujarat, Kerala
were getting a higher percentage of credit than their
share of grcss eropped area in 1971-72. But Uttar Pradesh
We st Bengal, Madhya Pradesn, Punjab, Rajasthan, Bihar,
Orissa, Assam, Jammu & Kashmir and Himachal Pradesh were
getting a lower percentage share of credit than their
share of gross cropped area. 7The inequality in the
distribution of credit in relation to the gross cropped
area was high as depicted by thevvalue of the Gint -

coefficient (0 .345) .
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Tgble 4.7

Percentage Share cf 3tates in Total Finance From
Commercial Banks and for Total Grgss Cropped Areg (1972)

Sl.No. States . At_g'g end of 1972
% of credit % of GCA

1. Maharashtra ] . 18.02 10 .74
2. Tamil Nadu 14.69 4.69
3. Uttar Pradesh 12.97 14.15
4. Andhra Pradesh ‘ 11.47 7.78
Se Karnataka 11.03 6.75
6. Gujarat 9 .43 6.10
7. Kerala 4.14 1.82
8. We st Bengal 3.54 4.47
9. Haryana 3.39 3.10
10. Madhya Pradesh 3.22 12.84
11, Punjab 2.61 3.55
12. Raj asthan 2.55 10 .30
13, Bihar ' 2.25 6.56
14, Orissa 0.34 4.33
15, Assam C.23 1.74

‘16. Jammu & Kashmir 0.04 0.53
17 . Himachal Prade sh 0.03 0.55

- e ar o s e e an A e G en e M o En S e er ew e e S e we e

Gini cocefficient - 0.345.

Source: i) Statistical Tables Relating to Banks in India, 1974.

ii) Fertiliser Statistics, FAI Publications.
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Tgble 4.8
Percentage share of stateg in Total Fingnce

From Commercigl Bankg and Total Cropped Areg

Sl.No. States ' At the end of 1982
% of Credit % of Cross

Cropped Area

1. Andhra Pradesh 13.31 7 044

2. Httar Pradesh 11.33 14 .12
3. Maharasghtra 11.12 11.62
4. Tamil Nadu ‘ 9.75 | 3.94
5. Karnataka 8.66 6.40
6. Punjab ' | 7.76 3.95
7. Gujarat 5.50 6.23
8. Haryana 4.90 3.33
9 Madhya Pradesh 4.89 12 .40
10. Rajasthan . 4.69 10 . 60
11, Kerala ' 4.35 1.65
12. we st Bengal 4.30 4.22
13, Bihar ' 4.03 6.06
14 . Orissa 3.10 4.98
15. Assanm ©1.30 1.96
16. Himachal Pradesh 0.60 0.54
17 . Jammu & Kashmir 0.41 0.56
Gini-—coefficiency 0.140.

Sources 1) Fertiliser Statistics, FAI Publications.

ii1) Basic Statistical Returns, Summary Results 1982.
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Table 4.8 shows that/the end of 1982 Andhra
Pradesh, Tamil Nadu, Karnataka, FPunjab, Haryana,
Kerala were availing a percentage share of credit
greater than their share in the grcss cropped area.
On the other hand, Uttar Pradesh, Cujarat, Madhya Pracesh
Rajasthan, Bihar, Orissa and Assam were getting a
percentage share of credit less than their share in
gross cropred area. The staﬁes li ke .Maharashtra.
we st Bental, Himachal Pradesh and Jammu and Kashmir,
were enjoying near parity inf terms of both in their
share of gross cropped area and bank credit. By 1982,
the Gind-coefficient had declired to 0.140. It shows
that the inrequality in the distribution of percentage
share of states in total outstanding credit with
respect to their share in gross cropped area had declired

between the twoc time periodse.

4.6 Commercial Banks®' Short-term and Term Finance:

Commercial banks provide both short-term loans
and term lcans to the agricultural sector. Short-
term_lbans (including crop loans) are given for
purchase of production inputs, such as seeds, fertilisers,
pesticides etc. and to meet the cost of cultivation
which includes labour chagges for carrying out agricul=-
tural operations, irrigation chaxges etc. These loans
are nomally repayable within a period of 12 months and
in certain cases within 15 to 18 months, the repayment

schedule being related to the harvesting and marketing
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of ghe particular crcp. Term (medium/long)

loans are granted by the commercial banks for

~ develcpement purposes like development of irrigaticn
potential, purchase' of tractors and other agricultural
implements and machirery,improvement cf land, develop-
ment of plantaticns, constrcution of godowns and

cold storages, purchase of pump sets/oil engines,
rlough animals (bullocks) etc. The period of

repayment of these lcans generally extends from 3 to

10 years. It may be 1longer, particularly in cases when

refinance from NABARD is avai lable .3

"One can study thé the shares of shortv-term
and term loans in total flow of credit of each sté/xﬁe
and see which state gets more share of term loans.
The Basic statistical returns do not provided the data
for the state-wise distribution cf shprt—term and term
loans. For the year 1971-72 however the report on
currency and finance furnished this data for the
year 1981-82 in the fcrm of loans and advances granted
during the year. Table 4.9 shows the percentage
distribution of credit between short- term and term loans

for all the states.

Table 4.9 reveals that at the all-India level,
the commercial banks were giving 53.76 percent of
total credit in the form of short-term loans and rest

46.24 percent as term loans during 1981-82. The states
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"Table 4.9

Percentage Distribution of Short-Term and Term loans
in Commercial Banks Total Advances (1981 - 1982).

Sl.No. States Short-term Term Loan
l. Andhra Pradesh 85.44 . 14 .56
2. Assam 61.34 38.66
3. Bihar 22.21 77 .79
4. Gujarat - 34.41 65.59
Se Harvyana 18.76 81.24
6. Himachal Pradesh 24 .‘61 75.39
7e Jammu & Kashmir 21.28 68.72
8. Karnataka 62 .40 37 .60
S. Kerala 72.32 27 .68

10. Madhya Pradesh 25.07 74 .93
11. Maharashtra 48.37 51.63
12. Orissa 52.13 47 .87
13. . Punjab 40 .91 59.09
4. Rajasthan 22 .26 77.74
1s. Tamil Nadu . 84,68 15.32
16. Uttar Pradesh 26.69 73.13
17 . We st Bengal : 70 .27 29.73
All India 53.76 46,24

Sources Report on Currency & Finance, 1984-85, RBI,
Vol. II.
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which took a higher percentage cf short-term

credit were Andhra Pradesh, Tamil Nadu, Kerala, West
Bengal and Karnataka. In Punjab, Haryana, Uttar

Pradesh, Gujarat and Maharashtra, greater percentage

of credit was in the form of term loans. It is

expected that agriculturally advanéed sfates

should take more term loans for the purchase cf
machirery and implements. But surprisingly one finds
that agriculturally backward states like Bihar, Himachal
Pradesgh, Jammu and Kashmir, ‘Madhya Pradesh and Rajasthan
‘were taking a greater percentage of term Icans.

It may b¢ due to the fact that whatever small amount of
tctal loan was granted 1n‘4§::3:3', a greater proportion was
used by re latively rich farmers for deve lcpmental

purposes in agriculture.

The legser importance of term loans in the southern
states ref lected the presence cf the well-established
long term co-cperative credit structure. The
_ prevalence cf ryotwari system alsc facilitated the
easy and smooth flow of short term -credit in these
states. The greater importance of term credit in
the relatively under deve loped states reflected at
once the weak long term co-operative structure and the
presence of the commercial bahks to lend against proper
security. Since the purpcse of term loans was to -purchase
tractors, agricultural implements and machinery, it
becomes cbviocous that better-cff farmers were getting

more access to the commercial banks in these states.
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4.7 Credit - Deppgsit Ratio:

After the nationalisation cf the banks,
the hitherto neglected sectors like agriculture,
small scale industry, retail trade and small |
business were given “priority status® and banks were
asked to provide credit to th®se sectors. Commercial
banks were also asked to have a "rural bias” in
their branch expansion, depcsit mobilisation and
credit sanctions. But it has been,often, alleged
that commercial banks have entered the rural areas
and mobilised the scattered savings of the agricul-
tural sector, but diverted these resources to the
urban centres. Thus, they have acted as the “suction
pumps® tc divert the r‘u_ral resources that would have ‘been_
used in the agricultural sector to the urban and
metropolitan centreé. This is a form of exploitative
mobi lization that leads to the pauperisation of
the rural economy. The RBI was well aware of this
precarious possibility. “To emphasise local deployment
of de.posits.and to allay apprehensions that rﬁral
branches might become the conduait for the flow of resources
from the rural to the urban areas, public sector banks
were advised that, by March 1979, their rural and
semi ~urban branches showld achive a credit-deposit ratio

of at least 60 percent”,>?

One would like to study
the credit depoéit ratio of the rural branches at both
the time periods for all the states. This has been

presented in Table 4.10.
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Table 4.10

Di stribution of Credit Deposit Ratio of Rural
and =emi ~Urban Brancheg

Sl.No. States 1972 1982
Rural Semi -Urban Rural Semi -Urban

l. Andhra Pradesh 1.41 0.74 0 .97 0.64
2. Assam 0.30 0.35 0.48 0.33
3. Bihar 0.76 0.25 0 .58 0.37
4. Gujarat 0.23 0.35 0.42 0 .47
S. Haryana 0 .49 0.57 0.85 0.89
6. Himachal Pradesh 0.C9 0 .20 0.41 .46
7. Jammu & Kashmir 0.05 ' 0.14 0 .44 0 .57
8. Karnataka 0 .98 0.63 0.84 0.70
9. Kerala 0 .60 0.51 0.61 0.54
10 . Madhya Pradéesh 0 .40 0.38 0.72 0.54
l11. Maharashtra 0 .68 0.44 0.75 0.53
12. Orissa 0.17 0.45 1.12 0.61
13. Punjab | 0.16 , 0.27 0.38 0.46
l4. Rajasthan 0.41 0.47 0.83 ' 0.84
15. Tamil Nadu 0 .90 0.80 0 .88 0.71
16. Uttar Pradesh 0.36 0.30 0.41 0 .48
17. WwWest Bengal 0.16 0.16 0.29 0.22
All India 0 .47 0.41 0.58 0.51

Sources Basic Statistical returns - Summary Results 1982.
Stati stical Tables relating to Banks in India - 1974,
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From Table 4.10, one obsérvesthat during 1971-72,
at the all-India level, thei credit deposit ratio both
at the rural and semisurban centres were 47 percent and
41 percent respectively. Only six states realised a
credit deposit ratio of more than 60 percent at the
rural centres. These states were Andhra Pradesh,
Bihar, Karnataka, Kerala, Maharashtra and Tamil Nadu.
Once. again’one finds that except Bihar, the rest five
states were relatively developed in agriculture. p very
low credit-dposit ratio wés found in the states of
Himachal Pradesh, Jammu and Kashmir, Orissa, West Bengal,
Punjab and Assam. Coming to some urban centres during
this ®riod, only three states, namely, Andhra Pradesh
Karnataka, and Tamil Nadu reached a credit-deposit
ratio of more than 60 peér cent. A very low credit
deposit ratio was realised in Jammu and‘ Kashmir, West
Bengal, Himachal Pradesh, Bihar and Punjab at the

semi -urban centres.

In 1982, the situation had improved considerably.
At the all-India level the credit - deposit ratio was
58 percent and 51 percent at the rural and semi -urban
centres respectively. At the rural centfes, 9 states
achieved a credit - deposit ratio of more than 60 percent.
These states were, Andhra Pradesh, Haryana, Karnataka,
Madhya Fradesh, Kerala, Maharashtra, Raj asthan' N

Tamil Nada and Orissa. Orissa recorded a more than

100 percent credit - deposit ratio in the rural centres.
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The ratio was low in thé rural centres of West
Bengal, Himachal Pradesh, Gujarat, Bihar, Punjab
and Uttar Pradesh. At the semi-urbari centres,

six states namely Andhra Pradesh, Hatyana, Karnataka,
Orissa, Rajasthan and Tamil Nadu exceeded 60 percent
Credit - deposit ratio. A very low credit - deposit
ratio was recorded in the semi-urban centres of West

Bengal and Agsame.

While these data help ore to know the overall
position with regard to credit deployment, undue
emphasi s showed-nop be placed on credit - deposit
ratio as these are several factors inf luencing the
ratio. Where deposit mobilisation is large due
to outside factors like remjittances CD ratio c-armot
improve despite large lending. This may be the reason
for Kerala realising a moderate CD ratio in the
rural centresﬁ)oth the time periods. Ont he other hang,
s low level of advances and still lower level derosits
may appear large when expressed as a ratic. Orissa
got. a more than 100 percent C.D. ratio in 1982,
not because the level of advances was high, but because
the level of deposit was low. This tyPE/;opattern
revealed that there was a considerable f low of
rural surpluses from the rural sector to urban

industrial sector.
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4.8 Distribution of Ccmeréial Eanks‘ Finances
According to Size Class of Ownership holding
and Area Owned (Short-term Financeg)

The intra-regicnal disparities in the di stribution
of comrcial banks finances among the various size-
classes of owrership holding with respect tc area owned
have been analysed here. The mere percentage share of
a’'size-class  will not reflect the true nature of
irequality in the credit distribution of a state.
Therefore, it is intended to relate the percentage
share of credit of a particular size =~ class with the
percentage share of area owned by that size class g in
a state. Tre data on the distribution of credit
according to size classes have been prcvided by the
Report on Currency and Finance, RBI, Pombay only
from 1976. Therefcre, the analysis is limited to 1981-82
only. Four size classes are considered here i) ilargiual
farmers with ownership of land up to 1 hectare (ii) small
farmers with land abéve 1 to 2 hectares (i'ii) semi -
medium farmers with land above 2 to 4 hectares and {v)
medi um and lare farmers with above 4 hectares of land.
The percehtage_ distribution cf short-term credit and
area cwned by the 4 broad size-clasSs holdings is

given in Table 4-11,

It is observed that marginal farmers owned 12.22
rercent of land but got 36.06 percent of short
term credit from the commercial rtanks. The gmall farmers

owned 16.49 percent land but obtained 23.66 percent

of credit. The medium and larger farmers cwned
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47 .90 percent of land but took only 19.70 percent

of credit. The semi-medium farmers owned 23.38 percent
of land but shared 20.58 percent of commercial banks'
finance. Thus, at the all-India level one finds

the distribution of credit skewed in favour of

marginal farmers.

Ore can find the state-wise picture with respect to
the percentage cf area cwned and credit obtaired for

each size class from the summary Table 4.12.

So far as the marginal farmers were concerned,
all the states except Jammu and Kashmire were giving
mcre credit tc them than the share cf their ocwnership
holding. Hcwever, in the states_of andhra Pradesh,
Himachal Pfadesh, Karnataka, Kerala, Ori ssa,
Rajasthap, Tamil Nadu and West Bengal, a very hjtgh
percentage cf credit was given to them relative to their

share in.-ownership holdinge.

Small farmers were gEtting. a greater share cf credit
than their share of cwnership holding in 13 states.
Only in Assam, Jammu and Kashmir, Kerala and Tamil Nadu
the small farmers were taking less pErcel:xtage of credit than
their share of land holding. However, Andhra Pradesh,
Bihar, Karnataka, Madhya Pradesh were giving a higher percen=

tage of credit to the small farmers.
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Table 4,11

Percentage Distributicn of Credit and Area Owned Acccrding to Size-Class ¢f Holding (1982)

(SHORT TERM LOANS)

- - e o M e Gw W e e s e e W ar s e M e w e M w T e e M M e me e s e W e e

31.Noo STATES Uptg 1 _Hectgare Above 1 to_ 2 Hectares  Above 2 to 4 Hectareg Apcve 4 Hectareg
Credit Arega Credit Arega Credit . Area Credit Are g

Owned Owne d Owned Owned

1. Andhra Pradesh 31.19 11.26 28.08 15.29 24.05 20.70 16.68 52.75
2. Assan 31.70 24 .54 11.56 34.81 3.97 27 .67 52.77 12.99
3, Bihar ' 36.61 23.96 34.18 22.91 20.63 27.02 8.18 26.12
4. Gujarat 10.95 6.66 16.38 10.78 29.82 22.63 '42.85 59.94
5 Haryana 16.67 © 5,04 18.69 13.44 27.75 21.58 36.89 59,95
6. Himachal Pradesh 59.51 . 20.94 27.31 23.09 9.62 26.03 3.56 29.93
7. Jammu & Kashmir 21.72 7 28413 23.72 30.29 46.38 28,70 8.18 12.68
8.  Karnataka 24.30 6.21 23.92 13.56 21.36 25,40 30 .42 54.63
9, Kerala 76.10 ~  45.74 13.42 23.51 4.8% 19.11 5459 11.65
10, Madhya Prade sh 6.17 4.99 25.81 11.08 43.42 24.30 24.60, 59.65
11, Maharashtra 10.90 4.65 17.16 10 .90 28.13 20 .62 43.81 63.563
12, Orissa 52.79 19.68 31.08 29.73 11.08 25,04 5.05 25.34
13. Punjab 16.47 5,59 20.41 10.75 35.37 22.67 27.75 60 479
14, Rajasthan 35.19 3.63 B.16 . 7.29 16.17 17.29 40.48 71.78
15. Tamil Nadu 54.92 23.57 24.36 27 .24 12.76 23.53 7.96 25.65
16, Uttar Pradesh 26.25 20 .36 27 .42~ 24.08 22.92 28.11 23.41 27 .42
17. we st Bengal 50 .08 30.33 36.40 28.77 8.85 28.23 4.67 13.66
All India 36.06 12.22 23.66 - 16.49 20358 23.38 19.70 47 .90

Source: i) Report on Carrency and Finance 1984-85, Vol. II, RBI, Bombay.
ii) N53, 37th Round, Jan - Dec,, 1982.
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Summary Table 4.12

Position cf the States with respect to Area Owned

and Credit obtairned for Different Size Classes of Holding

Size Class
of Heclding

rarginal Farmers
(Upto 1 Hectare)

Small Farmers
- (Above 1 to
2 Hectare)

Semi -Medi um
Farmers
(Above 2 to
4 Hectares)

STATE S with

- em an ae e e e

Hi gher Percentage
of Credit than
Area Owned

All Statesg except
Jammt & Kashmir

Andhra Pracesh,
Gujarat, Haryana,
Jammu & Kashmir,
Madhya Pradesh,
Maharashtra &
Punjab.

Iower Percentage
of Credit than
Area Owned

Assam, Jammu &
Kashmir, Kerala,
Tamil Nadu.

Assam, Bihar,
Himachal Pradesh
Karnataka, Kerala
Orissa, Rajasthan,
Tamil Nadu, Uttar
Prade sh, and

West Bengal.

Medi un and
lare farmers
Above 4 hectares
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The semi-medium farmers were getting a greater
share of credit than their share of owned area in Andhra
Pradesh, Gujarat, Haryana, Jammu and Kashmir, Madhya
Pradesh, Maharashtra and Punjab. They were getting a
lower share'cf credit in Assam, Bihar, Himachal
Pradesh, Karnataka, Kerala, Orissa, Rajasthan, Tamil

Nadu, Wttar Pradesh and West Bengal.

The ‘medium and large firms were getting a low percentacge
of credit than their share of cwnership holding in
all the statés except Assam. In Assam, they were getting
52.77 percent of credit while they owned only 12.99
percent of land. 'A very low percentage of credit relative
to the share of area owned was given to this group
-in Andhra Pradesh, Himachal Pradesh, Kerala, Karnataka,
Orissa, Punjab, Rajasthan, Bihar, Tamil Nadu and west
Bengal. If giving a lower percentage of credit than
the share cf area zcned is accepted as an index of
equality in the distribution of credit then one can conclude
that thege states were having a relatively more egalitarian
distribﬁtion cf credit among the different size-class of
farmers. In short, ocne finds that the commercial ban};s were
pPrforming their duty according to their given policy

- of favouring weaker sections.
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4.9 Distribution of Commercial Banks Finance

According to Size-Class of Ownership
Ho lding ETem Ioang)

The percentage distribution of term loans among the

various size classes along with the ghare of area owned

is shown in Table 4.13. By the end of 1982, the Marginal
farmers were getting 18.13 percent of term loans while they
owned 12.22 .percent of land. The small farmers took 17 .17
rercent of term loans but they owned only 16.49 percent

of land. Thus, small farmers were getting a greater share
of term finance than their share in owrership holding. The
semi-medium farmers were taking 17 .08 percent of term loans,
but they owned 23.38 percent of land. The medium and

large farmers were getting 47 .62 percent of term loans

while they owned 47.90 percent of land. Thus at the all-
india lével the mediun and large farmers were taking same
share of term loans as that of their owned area. This

is a welcome trend as the large farmers would have taken.
more percentage of term finance since they are in a better
position to use these loans for tractorisation and mechani-
sation. ‘It shows that marginal farmers got a greater share
of term losns than their area owned. They may be using

their loans for buying cattle to supplement their incomes.

At the state level, the variations with respect tc
the share of the area owned and term-~loan obtained for

different size classes has been summarised in Table 4.14.
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Table 4.1

~L

Percentage Distribution of Credit and Area Owned According to Size-Class of Holding (Term Ioans)

- o v e e et e

- wm e e s e e e o m w W @ W e e e e G e W M e W @ e s S e @ e e e W @ e wm m e @ e e E N M e e M om w owm e e

3l.80 . STATES Upto 1 Hectare . Above 1 lectare to Above 2 Hectares Abgve 4 Hectareg
' 2 Hectgare —to 4 Hectareg

Credit Area Credit Area | Credit Area Credit Area
Oowred Owne d Qwrned Oyned

l. Andhra Fradesh 25.13 11.26 28.17 15.29 11.95 26 .70 34.75 52.75
2. Assam 42.30 - 24.54 29.22 34.81 17 .18 27 .67 11.30 12.99
3, Bihar 41,65 23,96 29 .00 22.91 10.22 27.02 19.13 26.12
4. Gujarat 12.70 6.56 6.22 ©10.78 13.26 22.63 67 .82 59.94
5. Haryana 9.18 5.04 10 .20 13.44 15.07 21,58 65.55 - 59.95
6. Himachal Pradesh 36.95 20 .94 30 .60 23,09 18.60 26,03 13.85 29.93
7. Jammu & Kashmir 20,70 28.13 16.17 30.25 11.18 28.70 51.95 12.88
8. Karnataka 17 .47 6.21 21,93 13.56 22.98 25.40 37.62 54,83
$. Kerala 42,98 45.74 18.83 23,51 29.93 19.11 8.26 11.65
10, Madhya Pradesh 11,76 4.99 20 .60 11.08 21.06 T 24.30 46.58 59.65
11, Maharashtra 10,55 4.65 16.76 . 10 .90 17 .54 20.82 55,15 63.63
12. Orissa T 25,37 19.88 18.95 29.73 47 .17 25.04 8.51 25.34
13.  Punjab 3.80 5.59 10 .23 10,75 14.73 22.87 71.24 60 .79
14. KRajasthan 31.16 3.63 13.73 7.29 18.03 17 .29 37.08 71.78
15, %amil Nadu 32.52 23.57 16.82 27.24 9.43 23,53 41.23 25.65
16. Uttar Pradesh 18.92 20.36 ' 4,68 24.08 16.51 ‘ 28.11 44.39 27 .42
17. West Bengal 24.82 30.3% 33.86 28.77 12.13 28,23 29.19 13,66
All India 18.13 12.22 17 .17 16.49 17.08 23.38 47.62 47 .90

Source 3 i) Report on Currency and finance, 1984-85, Vol. II, RBI, Bomba};
11) NSs, 37th Round Jan-Dec. 1982.
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Table 4.14

Position of the States with respect to Area Owred
and Credit Obtained for Different Size-Class of

Holding
Size Class
of Holding

Marginal
Farmers

(upto
1 hectare)

STATES with

Higher percentage
of credit than Area
owned

Iower Percentage
of Credi t than
Area cwned.

Jammu and Kashmir,
Kerala, Punjab, Uttar
Pradesh and west Bengal

- em e e W e e e e e S an M e e @ R an Gr B @ @ e S e Sm @ W e e we = e

Small
Farmers
(Above 1 to
2 Hectares)

Semi -Me di um
Farmers

$'BeRRaZet

Medi um and
Large farmers
(Above 4
hectare g)

Andhra Pradesh,

Bihar, Himachal Pradesh
Karnataka, Madhya Pradesh
Maharashtra, Kajasthan
and west Bengal

Kerala, Orissa, &
Rajasthan.

Gujarat, Haryana, J & K
Punjab, Tamil Nadu, U.F.
and West Bengal

Assam, Gujarat,

Haryana, Jammu & Kashmir
Kerala, Orissa,

Punjab, Tamil Nadu

and Uttar Pradesh.
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Table 4.14 shows that as many as 12 states were giving
term credit to the marginal farmers more than their share
in area owned. Only Jammu and Kashmir, Kerala, Funjab,
-We st Bengal and U.P. were providing term finance to
this group of farmérs less than their share in area owned.
In Kerala owrnership of land is more e(;uitably di stributed
and the marginal farmers own 45.74 percent of total
owned lands. Therefore, even if the state was giving
a very high percentage of term loans to the marginal
farmers, still then the percentage stood below the share
of the owned area. Similar was the case with wWwest Bengal
In Funjab, theé share of term loans going to the marginal
farmers was very low. Since 12 states were providing a
greater percentage of term finance than the share of _
cowned area to the ﬁarginal farmers, it can be said that
marginal farmers had a reasonably good access tc the long

term finances cf the commercial banks.

So far as the small farmers are concerned, the states
were almost equally divided in giving term lcans. Eight
states - A.P., Bihar, Fimachal Pradesh, Karnataka, M.F.,
Maharashtra, Rajasthan and West Bengal were glving a higher
Percentage of te»rm loans than the share of area owned by the
small farnﬁfs. The remaining 9 states were giving a less
pércenta¢ of térm loans than that of area owned toc these
farmers. Uttar Pradesh, Haryana, Gujarat and Punjab were
providing a very low percentage of term loans to the small

farmers,
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There ‘was greater inequaiity in the distribution
of credit and area owned for the semi-medium farmers.
Only in three states - Kerala, Crissa and Rajasthan -
they were getting a higher percentage share cf temm cre&it
than their share in owned area. In the remaining 14
states they were getting a less percentage share in

term loans than that of are owned.

The medium and large farmers were getting a higher
percentageé share than the area cwned in the states of
Gujarat, Haryana, Jammu and Kashmir, Punjab, Tamil Nadu
Uttar Pradesh and west Bengal. It was an cbvious
fact that in the ré lative ly agriculturally developed states
like Gujarat, Haryana, Punjab and Tamil E}iadu, the banks
shculd prcvide a greater percentage of term finance
to the large farmers for the purpose of mechanisation of
agriculture. Maharashtra also gave a high percentage of

term finance (55.15%) to the medium and large farmers.
In West Bengal the disparity arises because cf more
e€galitarian nature of land cwrership and ore finds that
only 13.66 percent of land is owned by the medium and large
farmers. It is also found that in as many as 10 .states,
farmers are getting a less perxcentage of term loans than
their share cf area cwned. Thus, the belief that large
farmers were taking a higher percentage of credit in all

the States than their share of area owned was not true.

However in agriculturally developed states, the large

farmers were taking a more percentage of credit than
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their share of owned area,may be because of mechanisa-

ticn.

When one does not relate their share Qf credit
with area owned, one finds that they were taking a
hi gher percentage of credit in many states. Table 4.13
shows that, medium and large farmers were taking
the highest percentage of term credit in the .states.of
Andhra Pradesh, Gujarat, Haryana, Jammu and Kashmir,
Karnataka, Madhya Prade sh, Maharashtra, Punjab, Rajasthan
Tamil Nadu and Uttar Fradesh. Similarly Table 4.11
shows that the highest percentage of short term credit was
going to the medium and large farmeérs in the states cf
Assam, Gujarat, Haryana, Karnataka, Madhya Pradesh,

Maharashtra and Rajasthan.

Thus, one can conclude that in many states, the medium
and large farmers were getting a higher percentage of credit
from the comm€rcial banks. But when their share of credit
is compared with their share in area owned, it is found
that they were getting a lower percentage of *"short-term"
credit than their share of owned area in all the states
in 1982 except Assam. Similarly, they were also given
a lower percentage of “term loans* than their share
of area owned in as many as 10 states. However, in the

relatively mcre advanced states like Gujarat, Punjab, Haryana
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and Tami l Nadu, the medium and large:-farmers were taking
a greater percentage of term loans than their percentage

share in area owned.

4.10 Credit from the Reqgional Rural Banks

The Regional Rural Banks were started in 1975,
with the objective that they would act as the ‘rural
aﬁns' of the commércial banks. These banks;/_&?::ically
scheduled commercial banks with the difference that
their area of operation is limited to a particular
region comprising one or mcre districts in a state and
they grant lcans and advances particularly to small
and marginal farmers, agricultural labouers, rural
artisans, small entrepreneurs and persons of small
means engaged in trade and other productive activities in
the area of operation. Thus, they are supposed to fill
up the gaps left by the co-creratives and commercial banks
while providing credit to the agricultural sector and
toc strengthen the rural credit market. Here an attempt is
being made te study their overall prcgress in the rural
areas andA assess their extent of service rendered to the

agricultural sea:c_t since their incepticn.

The position of the RRBs with respect to their
numker, village population covered and the per hectare

outstanding credit has been presented in Table 4.15,
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Table 4,15

Regional Rural Banks -~ Distribution cf Branches, Vi llage
Population covered and Per Hectare Outstanding Credit
As on Decemker 1982,

s1. . No. of Village Pér Hectare Per Hectare
No . STATES Branch- Pcpula~ Djrect Total
es tion per Outstanding Outstanding
Branches Credit Credit
(in '
thousands)
l. Andhra Pradesh 436 94 57 60
2. Assam 124 153 16 19
3. Bihar 1200 51 64 64
4. Gujarat 76 323 3 ' | 3
5. Haryana 135 75 26 27
6. Himachal Pradesh 60 | 71 v 42 42
7. Jammu & Kashmir 164 35 56 56
8. Karnataka. 421 62 42 50
9. Kerala 225 113A 138 138
10. Madhya Fradesh 589 71 14 15
li. Maharashtra 115 361 4 6
12. Orissa | 484 "48 61 65
13. Punjadb x X X X
l4. Rajasthan 336 80 23 ‘ 23
15, Tamil Nadu 108 300 24 25
16. Uttar Pradesh 1255 72 42 43
17. wWest Bengal | 405 117 30 35
All India 6133 87 39 41
C_.V. 79.97 . 78465 74 .96

Source: Report on Currency and Finance, 1984-85, Vol. Il.
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It is observed from this table that at the end of

1982, at the all-india level, there were 6133 RRBs.

The nunker of RRBs were large in Uttar Pradesh,

Bi'har, Madhya Pradesh, Orissa, Andhra Pradesh, Karnataka
and west Bengal. However, the absolute number of RRBs
cannot be the proper index of its expanéion. Therefore,:
the per bank village population in the state has keen
considered. It is seen that per pank vi llage popul‘ation
was less in Jammu and Kashmir, Orissa, Bihar, Karnataka,
Uttar Pradesh, Hadhya Prade sh, Rajasthan and West Bengal.
The lower population per bank showed that the RRBs had
greater coverage in these states. Their coverage

of rural area is less in Gujarat, Maharashtra and Tamil
Nadu. These states are very strong in cooperative and
commercial banks credit avai lability. Therefore, the failure
cf the RRBs to open more banks in these states did not affect
the states significantly. However, the coverage was seen
to be very less in Assam which was very weak in institu-
tional credit. T‘nérefore, more RRBs should be opened

in this state. So far as the per hectare direct credit
availabi li ty was concerned, the top five states were

Kerala, Bihar, Andhra Pradesh, Orissa and J & K. The
bottom five states in per hectare direct credit availability
were Gujarat, Maharashtra, M.P. Asssam and Réjasthan. If,
is rather unfortunate to note that the relatively less
developed states lik® Assam, Rajasthan and Madhya Pradesh

were getting a very small amount of per hectare direct
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finance. Again, it is interest:l:ng tc cobserve that

Kerala, which was topping in both co-operative and commer-
cial banks’credit, was élso toppring in the avai lability
of credit from the RRBs. The inequality in the distribu-
tion of per hectafe direct credit among the states was

high as the co-efficient of variation stood at 78.65.

The Per Hectare availability of total credit from
RRBs also provided the same trend. The top sfive states
getting higher per hectare credit were Kerala, Orissa,
Bihar, Andhra Pradesh and Jammu and Kashmir. The bottom
5 states were Gujarat, Maharashtra, Madhya Pradesh,

Assam, and Rajasthan. The RREs w@re giving the highest
amount of pér hectare credit in Kerala and the lowest in
Gujarat. The inequality in the distributicon cf credit
from the RRBs among the states was also high as the

vale of the cc-efficient of variation stccd at 74.96. It
is, thus, observed that the purpose of starting the RRBg
has not been fulfilled since, the poorer states like Assam,
Madhya Praéesh, Rajasthan, were still getting a very

small amount of per hectare credit from the RRBs whi le

the states like Kerala, Andhra Pradesh and Uttar Pradesh

were availing a higher amount of credit from the RRBs.

4.11 Sunmary of the Findings:

From the above study it was clear that after the
nationalisation of 14 major ccmmercial banks in 1969,
they have made a spectacular progress both in ccverage

of rural areas and advancing the agricultural sector,
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However, even after 13 years of nationalisation,
significant interstate variations were found in the f low
of commeércial banks finances. The states like f;ssam,
Bihar, Jémmu and Kashmir, Madhya Pradesh, Orissa and
Rajasthan were getting a very small amount of per hectare
credit whi lé relative ly more developed States like
Kerala, Andhra Pradesh, Punjab, 'Haryana and Tami 1] Nadu

were gtting a very high amount of per hectare loans.

Secondly, it was observed that the inrequality in
the distribution of percentag share of states in - total
credit relative to the percentage share of gross cropped
area had declined in the€ last 10 years which might be
Gue to the better distribution cf credit among the
petter of states. The relative position of the less developed

states remained more or less same.

Thirdly, it was found that in the southern states
the percentage share of médium and long term (Term Loan)
loans was less whereas in the relatively under developed
states like Assam, Rajasthan, Madhya Pradesh, Jammu and
Kashmir and Himachal Pradesh, the sharé of the short term

loans was high.

Fourthly, it was found that by 1982, as many as 8 states
did not achieve the credit deposit ratio of 60 per cent at

the rural branches of the commercial banks, nctwithstanding
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the directive frecm the RBI. The CD ratio was less than
1 in all the states except Orissa, showing thereby that
the rural surpluses were diverted to the urban and

metropo li tan centres via commercial banks,

Fifthly the study showed that the medium and large.
farmers were taking a greater percentage of credit in many
states. But when their share of credit was considered in
re lation to fheir shareé of area owned, it was found that these
farmers were getting a percentage share in total "short-term*
credit less than their share in area cwned in all the
states except Assam. Tbey were also given a lower percentage
of "Term Loans™ than their share of area cwned in as many as

10 states. However, in t he advanced states like Gujarat,
| Punjab, Haryana and Tamil Nadu, the medium and large farmers
were taking a greater percentage share in térm finance than

their share cf area cwned.

Sixthly, the study revealed that the RRBs had failed to
fulfil their assigned roles as the per hectare outstanding cre
dit advanced by them was very low in the States like Assam,.
M.F. and Rajasthan whi lé a developed State like Kerala was
getting the highest per hectare credit from them. However,
their \S'J-CCeﬁ was moderate considering their perfcrmance in
poor states like Bihar, Crissa, Jammu and Kashmir and to

some extent, West Bengal.
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CHAPTER V

ASSOCI ATION BLTWitiN INSTITUTIONAL CREDIT AND

INDICATORS OF ECONOMIC DEVE LOPMENT

Institutional agencies extend credit to the
agricultural sector nromally for productive purposes.
The borrowers use it as.Capital t0 purchase various
inputs such as fertilisers and seeds and machinery and
implements lik® tractors and pump sets to increase
productivity in agriculture. It has keen, ovften alleged
that a substantial portion of institutional credit
is diverted for wasteful consumption exi:endituxe in
India. However, the farmers of relatively more developad
states invest their funds productively in agricultur’e:
In this chapter, an attempt 1s.being made to £ind out
the degree cf association between flow of institutional

credit and some indicators of agricultural dvelopment.

In this study, 5 important indicators of agri-
cultural development have been chosen. These include,
i) thre pér hectare yield of food grains, 1ii) the percentage
of area irrigated to total gross cropped area,
1i1) consumption of fertiliser (N « PO _+ Kz))

22
per hectare, iv) number of pump sets (electric plus oil
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engines ) per thousand hectares of gross cropped area
and v) number of tractors per thousand hectares. |

The data on these indicators of agricultural fleve lopment
for the two time periods have been presented on Table

5.1 and S5e2e

To find out the assocliation between f low of
credit and indicators of agricultural deve lopment,
three types of credit have been considered. These are,
i) total co-operative credit per hectare of gross cropped
area, ii) total commercial banks' finances rer hEéta:e
of gross cropped area and iii) total institutional
credit (both co-operatives and commercial banks) Pr
hectare of gross cropped area. To study the association
between two sets of variables the method of rank

corre lation has been used.

1971723

The co-efficients of correlation between per
hectare cxeéit and indicators of agricultural development

are presented in Table 5.3

Correlation Tagble 5.3 (1971-72)

Y Y Y Y Y

1 2 3 4 5
NS N5
X;  0.38  0.17 0.75% 0.63* 0.52*
. 0.11  0.15 0.71*% 0.45%% (0,23
NS '
X, 0.45%% (0,18 ~ 0.83*% (0.45%% (0,33 1S

i) * - Significant at 5 percent level.
ii) ** - Significant at 10 per cent level.

NS - Not significant
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Where X = Co-operative Credit per hectare of gross

cropred area.

X, = Commercial banks' credit per hectare of

gross cropred area.
X, = Total Institutional credit per hectare.

Y, = Yield of food grains per hectare of gross
croprd area. _

Y = Petcentage of area irrigated to total
gross cropped arae.

Y = Consumption of fertiliser rer hectare.

Y = Number of Pump sets (both electric
and oil engire) per thousand hectares.

Y, = Number of tractors per thousand hectare.

It was found ‘thaf the coefficient of correlation
between per hectare credit and varidus indicators of
agricultural developmént was positive in 1971-72.

The valwe of the co-efficient of correlation between
Per hectare co-operative credit and yield of food grains
per hectare was 0.38 which was not significant.

The co-efficient of correlation between per hectare
commercial banks' finance and yield of food grains per

\ hectare was 0.11 which was also not significant,
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The weak association between p2r hectare yield of

food grains and per hectare credit can @ explained
by the fact that institutional agencies not only extend
credit for production of food grains but also for

cash crops and plantation purposes. There are some
states like Kerala, Karnataka, Andhra Pradesh, Tamil
Nadu; Gujarat and Mahrashtra which invest more credit
on cash crops than food crops. These statesg take
higher rank in per hectare credit availability rut
lower rank in p2r hectare yield of food grains.
Therefore, the association between r hectare credit
and per hectare yield of food grains .bec‘omes weak.
However, it was found that the valwe of the coefficient
of correlation between total institutional credit per
hectare and yield of food grains per hectare was 0.45

which was significant at 10 p2r cent level.

There was no significant association between the
three types of credit and percentage of area irrigated
to total gross c_ropxﬁd area. It was Yecause of the fact
that some states like K6rala,. Gujarat, Kamataka
and Maharashtra were placed in the higher rank of per
hectare crediﬁ but in the lower rank in t2rms of
percentage of area irrigated. It was also observed that

some states were getting lower percentage of Credit
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though they were having a greater percentage of
irrigated area. Because of the divergence cf the ranks

of the states, the degree of association became weak.

It was noted that there was stfong corre lation
between 2r hectare credit and fertiliser consumption.
. The ‘values of the co-efficients of correlation between
the three types of rer hectare credit and per hectare
fertiliser consumption was high and significant at 5

Per cent level,

There was alsO strong correlation between credit
aval labi lity and use of pump sets. It shcuéd that the
farmers were investing a greater perc.;ent;age of
institutional credit for the puarchase of pump sets
in 1971-72. The valwe of the co-efficient of correlation
between per hectare co-operative credit and’ nvumber of
pumpsets per 1000 hectares was 0.63 which was sicjnificant
at 5 per cent level. Similarly the co-efficient of
corre lation between per hectare commercial banks'
credit and'use cf pump sets stocd at 0.45 which was
significant at 10 per cent level. The valwe of co-efficient
of correlation between total institutional credit and
of pumrpsets per thousand hectares was 0.40 which was

significant at 10 percent 1level,
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The value of the co-efficient of correlation
between per héctare co-operative credit and number of
- tractors rer thousand hectares was 0.52 which was
significant at 5 pr cent level. Fowever, the valwe
of the coefficient of correlation was not significant
e tween per hectare commerciai banks credit and numbers
of tractors per thocusand hectares. Similarly it was
not significant between per hectare total institutional
credit and number cf tractors per thousand hectares.
In 1971, the use of tractors was ]imited to Punjab,
Haryana and Uttar Pradesh. There were many states which
were receiving higher level cf per hectare credit in
1971-72, but they were not using tractors. In fact,
Kerala was having nunber 1 rank in per hectare credit
but 10th rank in use of tractors. Therefore, the
asscciation between per hectare credit and tractor use

was found to be weake.
1981-823

The co-efficients of correlation between per
hectare institutional credit and indicators of
economic development for 1981-82 has been presented

in Table 5.4,
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Correlgtion Table 5.4

' Y, Y, Y, Y,

X, 0.3¢"  0.16° 0.74% 0.75¢  0.31%
X, 0.66%  0.20°3 0.63% 0.62% 0.19N
X, 0.58*  0.28"° 0.70* 0.64* 0.23%

In 1981-82, it was found that the co-efficient
of correlation was positive between per hectare credit
and all the indicators of economic development. The
co-effiéient of corre lation between per hectare credit
and yield of focd grains was not significant. It was
ecause some states were getting a higheér per hectare
co-operative credit but their yield rate was not as
high, However, the co-efficient of correlation was
significant at 5 per cent level ketween per hectare
commercial banks® credit and per hectare yield. Similarly
the correlation was significant at 5 per cent level between
per hectére of total insituticnal credit and yield per

hectare.

The association between per hectare credit and
rercentage of area irrigated was not significant in 1981-82
also. It was because scme stafes are ranked higher

in per hectare credit but their rank in rercentage of
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'1rriga'bed‘ area to total area was lower in the order.

It was found that there was significant association
between fertiliser use and credit availability in 1981~
82. It revealed that a substantial porticn of credit
might be used for the purchase of fertilisers. The
coefficient of corre latiofx ~btﬁ:ween per hectare co-operative
credit and per hectare fertiliser consumption was 0 .74
which was significant at S per cent level, The
co-efficient cf correlaticn retween per héctare commercial
banks credit and consumpticn of fertiliser was 0.63
which was significant at 5 per cent level. Simi laily,
the co-efficient cf correlation was 0.70 between per .
hectare total institutional credit and fertiliser use

which was significant at S5 per cent level.

The association between per hectare credit and
use cf pump sets was significant in 1981-82., It
substantiated the fact revealed by the study that
the highest percentage cf medium term lcans advanced by
the co-operative soc.ieties was for the development of
irrigation facilities through the purchase of persian
wheels and punp sets. The co-efficient of correlation
between per hectare co-orerative credit and pump sets
per thousand hectares stood at 0.75 which was significant

at 5 per cent level, The co-efficient of correlation
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between per hectare total commercial banks® credit

and pump sets 'per thousand hectares was found .to be
0.62 which was significant at 5 per cent level. The
co-efficient of corre lation kretween per hectare tctal
institutional credit and numnber of pump sets per
thousand hectares stood at 0.64 which was significant
at 5 per cent level. Thus it was clear from the

- study, that <there was strcng association between flow
of credit and use of pump sets by the farmers in 1981-82

to increase agricultural productivity.

The associ/ation between institutional credit
and use of tractcr was found to b€ rather weak in 1983182
though there was positive corre lations between the two
sets of variableg. The co-efficient of correlation
between per hectare co-operative credit and number of
tractors per thousand hegtares was found to be (0.31
which was not significant even as 10 per cent level.
The co-efficient of correlation between pér h€ctare
commercial banks' credit and numke r of tracters per
thousand hectares stood at 0.19 which was also not
significant. Similarly, the correlation bretween
P2r hectare tota'll institutional credit and tractor
use was not significant in 1981-82, The association
between flow of credit from two institutions and use

of tractcr was weak because only a few states like
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Punjab, Haryana, Uttar Pradesh and Gujarat had

higher ranks both in the use cf tractors and availability
of credit. States like Kerala, Tamil Nadu, Maharashtra
and Andhra Pradesh were getting higher ranks in insti-
tutional credit but  loyer ranks in the use of

tractcrs. Again, states 1lik® Rajasthan and Bihar

were getting lower ranks in credit but higher ranks

in tractor use. Therefore, the co-efficient of correlation
between availability of credit and use of tractors

was not significant.

An attempt was also made to find out the degree
of association between avai lability of per hectare
credit of coomercial banks and co-oerativesto f£ind
out whether they were additive or not. The Dantwala
Committee on RRBs COn;: luded that commercial banks'
agricultural credit had been additive and had not
helped to £fill the geographical gaps in the avai labilj.ty
of credit not covered by co-oreratives. It was found
that the rank correlaticn co-efficient was 0.60 in 1971.
In 1981-82, the correlation co-efficient was 0.74.
Thus, there was high degree of association retween
er ﬁectare avai lability of co-operative creldit and
commercial banké‘ credit. The commércial kanks should

pay more attention tO those regions which were weak
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in the development cf co-operatives while they

- formulate their further branch e€xpansion policy.

From the above study, it was observed that there
was significant asscciation between per hectare credit
availability and use of fertilisers and pump sets
in both the time periods. It was also found that
the degree cof association between per hectare credit
and yield of food grains per hectare, percentage
of area irrigated to total area and number of tractors

rer thousand hectares was weak.




State-wige Djstribytion of Indicators of Aqricylturgl Development

(1971 - 72)
Sl.No. STATES Total Percentgage Consumption Numbe r of No., of
food grains of area of fertili- Pump sets tractors
yield in irrigated ser per pPer thou- o o
key 1er to tctal unit of Gross sand thousand
hectare gross Cropped area heéectares hectares.
cropped key per
area hectare
1, Anchra Pradesh 839 33.3 22.59 20 .0 5.0
2.  Assanm 945 0.1 2.94 x 1.8
3.  Bihar 930 25.5 9.79 8.9 5.3
4., Sujarat 856 13.1 17 .90 41.6 7.9
5. Haryana 1149 44.1 16.62 22,38 36.4
6. Himachal Pradesh 1148 17 .3 7.19 x 3.3
7. Jammy % Kashmir 1236 33.3 6.12 x 5.8
8. Karnataka 828 12.3 15.45 18,1 5.2
N Kerala 1485 20 .3 22.28 5.5 5.1
10. Madhya Fradesh 682 7.2 5.79 , 5.4 2.4
' 11. Maharashtra 407 9.4 12.42 19.5 3.2
12. Orissa 732 ©23.0 5.94 0.85 2.5
13. Punjab ; 2028 74 .1 52.69 57 .0 74 .0
X. Rajasthan 501 14 .7 4.97 4.3 7.01
15. Tamil Nadu 1345 44 .6 48,31 116.0 7.06
16. Uttsr Pradesh 914 36.5 20 .90 13.4 11.98
17. Wwest Bengal 1277 21.9 14 .32 0 .97 0 .57

- .- - - e -
- . - s e mm e @ e T e @ e @ e m @ W e W e e e W e W S e o - -

Sources i)' Fertiliser Statistics FAl Publication.
11) Number of traznsi"‘w?v-w.
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Andhra Pradesh
Assam

Bihar
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Tgble Na. 5.2

State-yige Digtribution of Indicatorg of agricultural Deve lopment (1981-82)
Total Percenta- Consumption Number of Number of
feod grains ge of of fertili- Pump sets tractors-
vield in area irri- ser per unit pér thou- Per thousand
key rer gated to of Gross sand hectares.
hectare total gross Cropped area hectares
cropped
area
1147 33.3 50 .0 33.2 8.5
1073 16 .6 3.3 0.3 2.1
1031 34.1 18.0 21.2 949
1001 21 .4 38.6 45,2 10.3
1597 56.7 45.5 33.1 5201
1026 16 .4 19.5 2.1 5.3
1559 40 .0 21.8 1.02 8,2
1023 14 .9 34.4 7.7 7 .4
1587 13.1 32.9 18.2 5.8
688 11.3 10 .9 12.3 6.9
693 12.3 26.6 26.7 6.1
870 19.5 9.9 0.5 1.6
2458 83.4 123.7 65.2 96,2
531 20 .2 7 .9 9.0 13,3
1340 47 .6 66.7 148,2 9.5
1206 45 .9 5242 2643 28.8
1358 20 .8 32.8 X 9.4

Sources same as Table 5.1.
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CHAPTER VI
SUMMARY AND CONCLUSION

The objective of the study was to find out changes in
the ré lative importance of institutional and non-insti-
tutional ‘agencies in the flow of agricultural credit in
rural India. It was also intended to examine the extent
of interestate variaticns in the distribution of
institutional credit. Besides it was proposed to analyse
the changes in the security pattern of loans, position
of overdwes and purposes for which cc-operat;ive loans
were advanced. Finally, it was also intended to look into
the changes in the position of the credit deposit ratio of

the commercial banks in the rural Centres.

Growing Importance of Ingtitutjional Credits

The study revealed that the 'multi-agency apprcach’
to rural credit had been prcgressing slowly but steadily
in India. The effcrts of the governrent toc drive out the
exploitative private agencies liké the moneylenders out of
the rural credit market had met with limited success
till abdut the beginning of the seventies. Between 19 61-62
and 1971-72, their share in total agricultural credit
declined marginally, but during the second decade, the share
of these agencies declined significantly. Nevertheless,
it is extremely crucial to note that private agencies
'including agricultural and professional moneylenders

continwed tc dominate the rural credit market in many states
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such as Assam, BPihar, Jammu and Kashmir, Kajasthan

and Andhra Pradesh. Efforts shculd be® made to strengthen
fhe institutional agencies in thege states so that the
investment in usurians money lending that inhibits productive

investment in agriculture can be checked.

It was found that by 1982, the commercial banks had
entered the rural areas as a major source cf institutional
credit. The share of the co-operative societies in total
institutional credit had been declining since 1961-62 chiefly
because of the entry of the commercial banks and rela_tj.\ie
stagnancy of the co-operative‘ socieites in certain
regions. It was observed that the share of the commercial
banks® credit had increased in all the states during
the seventies. The interstate variations in the
di stribution of commercial banvke:r_‘s share in tctal credit
also declined. The study revealed that the share of
RRBs in total instituticnal credit was higher in the
re latively less devéloped states 1lik. Orissa, Bihar,
Jammu and Kashmir, Assam, and Himachal Pradesh. It
should be noted that these states were also weak with
respect to the availability of credit from co-operative
agencies. The 'étates which received a lower percentage
of credit from the RRBs were developed in terms of
co-operative and commercial banks®’ credit. Therefore
it can be concluded that the RRBsg were rerforming their

assigned role fairly successfully.
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Co-operative Credit toc Agriculture:

The expansion of the co-operative societies in
relation tc the number cf villages covered and popula-
i:ion served was satisfactory in most of the states.
However, it was found that expansion in terms of
membership was not as good. Even as late as 1981-82,
the percentage of members to}totall population served
was less than 10 in the states of Bihar, Gujarat,
Jammu and Kashmir, Madhya Px:ac]esh,~ Uttar Pradesh and
West Béngal. It is thus essential that sgrecial efforts
should be made toc increase the membership of the co-operative

societies in these states.

There was large inter-state variations in the
di stribution of co-operative credit. The availability
of loan per hectare cf gross cropped area was considrably
low in the agriculturally less developed states like
Assam, Bihar, Crissa, KRajasthan, Madhya Pradesh and
west Bengal and relatively higher in staueé. such as
Punjab, Haryana, Tamil Nadu, Gujarat, Maharashtra
Kerala, Andhra Pradesh and Karnataka. It was also noted
that inequality in the distribution of per hectare
co=operative credit among the ‘states had increased during
the last two decades notwithsténding the besgt ef forts
of the government to have a more equitable distribution

of institutional credit,
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Between 1961-62 and 1981-82, the co-operative
credit was higher in the states of Bihar, Fimachal
Pradesh, Orissa and Rajasﬁhaﬁ. These states were
less developed in co-orerative credit. The higher
growth rates in per hectare credit were realised in
the se states becausé of their low per hectare credit
availability in the base year. On the other hand,
Gujarat, Tamil Nadu, Maharashtra and Andhr.ﬁ Prade sh
recorded a higher growth rate in per hectare credit
even though they were getting a higher level of
per hectare co-operative credit. Thus, the trend in
growth rates were highly inf luencéd by the avai labi lity
of cxedit in the base period. Hévaever, three states, |
name ly Kerala, ﬁaryana and P‘unj ab were showing both
higher growth rates and higher level of per hectare

credit in the base as well as the terminal years.

When one looks at the percentage share of states
in total co-operative credit in relation to the percen-
tage share in gross cropped area:. scme encouraging
results were noted. It was found that the Gini
coeffiéient of concentration had increased in the first
decade but declined in the second decade. In 1981-82
séven states were getting a higher share in co-operative
credit than their share in grcss cropped area. Thege
states were Maharashtra, Punjab, Kerala, Gujarat,

Haryana, Andhra Pradesh and Tamil Nadu. It should be
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noted that most of these states were doing well

in agriculture as also in co-operaﬁive credit. In
1961-62 also, all thesge statES‘ were having co-operative
credit higher than their share in gross cropped area
except Haryana. Thus, even if the , inequality in

the distribution of credit in relation to the percentage
share of gross cropred area had declined, the relative
position of these states remained more or less the |

sane ,

Some important changes were observed in the structure
of securities. Both in 1961-62 and 1971-72, immovable
property was the most'important secarity against which
co-operatives were advancing loans. With the introduction
of the crop loan system, prospective agricultural produce
had assumed importance as a security after the seventies.
However, in 1981-82, Guarantee/surety was still treated
as the most important security against which 40 percent
of the total credit was outstanding. This security
was of higher importance in the states(_?‘lf.machal Pradesh,
Pun jab, Haryana, Rajasthan, Tamil Nadu, Uttar Pradesh
and Orissa. The importanée of guaraﬁtee/surety as a
security in 1981-82 revealed tha;:. the co-operative
societies had not fully abandoned their traditional

attitude of insisting on sureties. No wonder, therefore,
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in parts of rural India the insistence on suretiesg
for loans might still be forcing the small and marginal

farmers to depend on the rich farmers.

So far as the purpope-wise distribution of credit
was concerned, it was found that 90 percent .of the
short term loans were granted for seasonal agricultural
obperations in most of the gtateg in 1981-82. A major
percentage of medium term loans was advanced for the
purchase of cattle. Loans for other purposes including
conversion/rephasement of loans declined in the first
decade but increased in the second decade, shgwing

that the PACs were converting short-term loans into
| medium ~term loans to reduce their overdues and pretend
't0 maintain theif viabi lity. Long-term loans were
advanced by the central Land Deve lopment Banks for

two important purposes, namely irrigation deve lopment
and purchase of machinery and implements. The study
revealed that the percentage of credit granted for
machinery and implements was increasing steadily since
1971-72. In 1981=-82, a relatively higher percentage of
long=term credit was advanced for this purpose though
the highest peréentage was still given for irrigation
development. A higher percentage of long term credit
for the purchasé of machinery and implements was advanced

in Punjab, Gujarat, Haryana, Tamil Naduy, Jammu and Kashmir
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and Himachal Pradesh. Thus, the farmers in the state
of Punjab, Haryana, Gujarat and Tamil Nadu were getting
- greater amount of credit for the purchase of machinery
and implements in 1981-82. In the less developed
states like Jammu and Kashmir and Himachal Prade sh

the higher percentage of long term credit might be due
to the fact that only the better off .farmere were taking
the se loans to purchase machinery and implements. The
percéntage of credit granted for irrigation purpose
declined in 12 states. Theése loans might have been
diverted for the purchase of machinery and implements

sin rcentage of loans'granted for this purpose increased

as 15 states.

as observed that the relatively less developed
states like Bihar, Assam, West Bengal and Madhya Pradesh
were having a higher percentage of over-dues to total

out standing credit in 1981-82. The trend was not

surpri sing since there was no technological breakthrough
in the agricultural sector of'these states énd the repaying
capacity of farmers in these states was of a low order.
However, the low percentage of over-dwes in Origsa

and Rajasthan and Himachal Pradesh may be due to the
conversion of short-term loans into medium term loans

by the PACs to show their viability. As expected, the
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percentage of overdues was less in the advanced states

like Kerala, Gujarat and Haryana.

The study revealed that the inequality in the
distribution of co-operative credit in relation to the
percentage of area owned amng the different size-class
of ownership hoidingé had declined between 1971-72
and 1981-82 in all states except Andhra Pradesh and
Orissa; It was important to note that the 4 states
from the eastern region - West Bengal, Bihar, Assém
and Orissa - where agriculture was still backward and
where the green revolution had ot made an impact, were
experiencin\g greater inrequality in the distribution of
credit among the different size=class in relation to the
area owned. It implied that the small and marginal |
farmers in these states were getting limited access
to the co-operative credit in these states. On the cther

hand, many other states like Punjab, Gujarat, Maharashtra,
and Tamil Nadu were experiencing very less inequality

in tﬁe distribution of credit among different size classes
of holding in relstion to area owned. In these states,
credit was distributed among various size-classes

of holding almost in proportion to the area owned.

It is often argued that credit should be given for

productive purposes and according to the absorptive

-~

7. L
capacity of the farmers their land, This argument is
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based on the premi s that the distribution of credit
should be proportional to the distribution of 1land owred.
Buﬁ in India, more thaln 55 percent of the total house-
holds belong to the category of marginal ‘farmers and
they own only 15.49 rercent of total land. Goverrment'
spongored institutional agencies are expacted to play '

a special role in alleviating the poverty of the masgses.
The co-operétives should abandon their traditional
apﬁroach to sanction credit and divert more credit tothe
hands of these farmers not on the basis of 1land owned
but = on the basis of other credit worthy purposes

li ke animal husbandry, horticulture, piscicultre and allied

activities..

It was heartening to find from the study that in
1981-~82, the tenants and landless labourers were getting
a higher percentage share of total credit in tﬁose
states where co-operative éoc:l.eites were fairly developed.
In Haryvana, and Punjab, more than 10 percent of credit
was given to this class. In Kerala, Himachal Pradesh

and Andhra Pradesh, this group was also enjoying more
than 7 percent of total credit. However, in the less
developed states of Bihar, Orissa, Rajasthan, west Bengal
and Madhya Pradesh, a very small percentage of total |
credit was given to them. The coperative agencies

should make sgpecial efforts to divert a subsgtantial
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percentage of their credit to this vulnerable gection
of the society. These agencies should inject mcre
credit intc the hands of the weaker sections to enable
them to purchase and maintain certain productive
assets that would ensure a minimum standard of living
for them. To a large extent, the current package

of p:ogramnes under IRDP goes to meet such a demand.

Commexcial Bankg Credit to Agricultures

The study revealed that in 1981-82, 52 percent
of the total commercial banks’ offices were located in
the rural areas against 35 percent in 1971-72. It is
slight ly puzzling that the rural branch expansion was
higher in those states which did not experience agri-
cultural development in a significant way. In 1982,
the percentage of rural branches to.total commercial
banks’ bIAnCMs was more than 60 percent in the states |
of Agsam, Bihar, Himachal Pradesh, Jammu and Kashmir,
Médhya Pradesh, Orissa and Utt&r Pradesh. In statés like
Kerala, Maharashtra, Tamil Nadu and Gujarat showed
a lower percentage of rural branch expansion of the

commercial banks was in exi stence .

Significant interstate variations were found
inthe flow of commercial banks® direct financés to
agriculture. In 1982 the per hectare credit avai labi lity
was more than Rs. 300.00 in states of Kerala, Tamil

Nadu, Funjab, Andhra Pradesh, Karnataka, and Haryana
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whereas it was less than B. 150.00 in states of M.?.
Rajasthan, Orissa and Bihar. However, it was observed
that the inrequality in the distribution of commercial. _
banks'’ direct credit among the étates had declined

in 1982 in comparison to 1972. The same trend was also
observed in the distribution of commercial banks® total

finance to agriculture,

" It was found from the study that imequality in
the distribution of the e rcentage share of credit of
"the states in total credit relative to their shares in .
gross crcpped area had declined. during the 10 years
between 1971-1981. In 1982 states like Andhra Pradesh,
Tamil Nadu, Karnataka, Punjab, Haryanav and Kerala
were avai ling cf é percentage share of credit greater
than thei.r share in gross cropped area. It should be
noted that all thése states were dcing well in terms
of agricuitural deve lopvent. On the octher hand, Uttar
Pradesh, Cujarat, Madhya Pradevsh, Rajasthan, Bihar,
Orissa and Assam were getting a percentage share of credit
le gs ‘than their share in gross crcpred area. ~H§wever,
the inequality in the distribution of percentage share
of the states in total credit relative to t_:heir shares
in total gross cropped area declined sizeably between
1971-72 and 1981-82.

The study revealed that in the southern states,
the percentage share of medium term and long term (temm

loans) Loans from commercial banks was less whereas in
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the releatively less developed states like Assam,
Rajasthan, Madhya Pradesh, Jammu and Kashmir and
Himachal Pradesh the share of the short-term loans was
relatively higher. Since the purpose of term loans
was to purchase tractcrs, agricultual‘imphments and
machinery, it becomes obvious that better off farmers

- had more access to the commercial banks in these gtates,

In 1980, the credit deposit ratio of the commercial
‘banks in rurai branches had imprcved to 0.58 in 1982
from 0.47 in 1972. However,in 1982, the C.D. ratio
was less than 1 in all the states except Orissa. In
fact , the CD ratioc in rural‘centxes was less than 60
rercent notwithstanding the directive of the RBI
that by March 1979 the rural and semi-urban branches
shoculd achieve a C.D. ratio of at least 60 percent.
This type of trend revealed that the surpluses of
the rural areas were diverted to the urban and
meétrcpolitan centres via the commercial banks. If this
trend continwes one of the major objectives éf nation-

alisation will remain unfulfilled.

It was observed fro;a the study that the medium
and large farmers were getting a greater percentage of
credit in many states. But when their share of credit
was considered in relation toc their share of area owned,
it was found that these farmers were receiving a percentage
share in total “short-term® credit less than their share
in area owned in all the states except Assam. They

were also receiving a lesser percentage of “Term

Loans"” than their share of area owned in as mahy as
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10 states. In the developed states like Gujarat,

Punjab, Haryana and Tamil Nadu, the medium and large
farmers were taking a greater percentage of ‘term
finance’ than their share of area owned. This is largely
because_of many profitable investment epportunities

oren to semj medium/large famerdin fhese progressive gtates.

It was also clear that marginal farmers were
getting "short-term® loans more than their share in
aﬁa owred in all the sgtates excebt Jammu and Kashmir.
The small farmers were also getting a greater ghare
of' credit than their sghare of holdingZ;: many as -

13 states. Even at the ail-India Jevel, the marginal and
small farmers were receiving a greater share of “"term
finance® than their share in area owned. Thus if

di stribution of credit among the various size classes

of ownership hoclding was related to area owned, it was
found from the study that that the distribution was

in favour of the marginal and small farms. However,

if the distribution of credit would e considered in
absoclute terms it would bound to b skewed in favour

of the rich farmers.

The study revealed that the per hectare outsténding
credit advanced .by the RRBg, was very low in states,
such as Assam, ﬁadhya Pradesh and .Raj asthan which were

weak both in co-operative nor in commercial banks’
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credit whereas a state like Kerala was getting the
highest rer hectare credit from them. The above
position notwithstanding, the coveracje of the v_iliage
population by the RRBs was fairly satisfactcry in

the less developed states suwch as Jammu and Kashmir,
Orissa, Bihar, Madhya Pradesh, Rajasthan and West
Bengal. This was reflected by village population

rer branch of RRB in these states. The success of the -
RRBs could he termed as moderate considering the per
hectare credit supply from them in states like Bihar,

Ori ssa, Jammu and Kashmir and west Bengal.

.

It was observed from the study that the degree of
association between per hectare credit and fertiliser
cocnsumption ‘per hectare of gross cropped area was
significant in both the time periods. Similarly, the
association betwean per hectare credit and number of
pumpsets per thousand hectares was significant in
both the time periods. However, it was found that the
association between per hectare credit avai lability and
per hectare yield of food grains, per hectare credit
and use of tracrors, per thousand hectares‘ald rer
ﬁectare crddit and percentage of area irrigated was not
significant in btoh the time reriods.

The study throws up a few important far reaching
policy implications. It seems that increasing concentration
of co-operative credit to agriculture is taking place

in a few regions/states between 1962 and 1982. Again,
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if distribution or credit is considered independent

of area owned, the medium and large farmers were

taking a larger share of credit than the small holders.
This trend is obsérvEd degpite the goals set before

the instituwtional agencies to provide a more even

di stribution of bank credit. Further, the credit deposit
ratioc in rural centres was found to be less than 60
rercent in many states. It is, therefore, suggested
that the identification of credit deficit states

should serve as a guide for future branch .expansion
policy of commercial banks. The co-operative agencies
should make an allout effort to reorganise and
strengthen the PACs in these states. Activities of
“the RRBs should be extended to eliminate the imbalance
in cthe distribution of credit arising out of urequal
growth of co-operative movement within the country.
While fixing the credit limit for the small and marginal
farmers their share may not be pegged down Zothe limits
of area owned by them. In fact, their credit requirew
ments go much beyond the limits permitted by area owned
by them. To put the record straight, one does not

hint at their consumption requirements which are fairly
big in many cases. The contentidn is that even for
making a sizeable improvement in their production regig\-éa-l

they need a more higher doze of capital on per hectare
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basis because, inter alia, the diseconomics of
indivisibility are fairly big in their case;

Besides crop production, they can use the credit in
other productive activities like horticulture, animal
husbandy, pd.s‘li‘cultu:e and allied acg:.ivities. -On the
sam® ground, the institutional agencies should provide
more accommodation to the landlegs labourers and tenants
than heresto-fore. Thus one can suggest that a far
more egali’tarian credit plan should be made and
monitored by the institutional agencies for rapid

as well as balanced agricultural development in the

countrye.
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