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CHAPTER I 

ROI.& OF CREDI'l' IN THE DEVEIDPMENT OF AGRICULTURE 

1.1 Introduction 

It is a recognised fact that agriculture, like any 

other industry, needs credit for its sustainance, the 

arrount and duration of it dep!nding on the tirt"e involved 

in the process of projuction. The inability of the agri .. 

culturist to carry.on his business without credit is a 

fact proved by history and evidenced by the poverty and 

indePtedness of the persons engaged in the business of 

agriculture. Credit tem~ra.ri ly transfers purchasing 

power from one individual or organisation to another. 

It ideally brings together substantial financial resources 

with farm managerrtant skills to benefit both the giver a~d 

the receiver. But unfortunately, it may be used in a way 

which is damaging to one or both parties, and credit 

institutions may be inadequate to m3et the needs of 

agri cult u.re • 

The role of credit in augment! ng agricultural 

production has been a subject cf controversy for the 
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economists .. T~ limited role of credit in the 

deve lopnent of agriculture has been attributed to tre 

extreme uncertain! ties associated with agricultural 

prodoction and the marketing 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 deve lopad and 

developing countries.· In advanced countries, agriculture 

has become fully cormercialised and ·the farmer is becoming 

more and more an e.ntreprene ur whose approach to production 

does not essentially differ from that of the industrialist. 

His production is to be marketed. What is intended for 

home consunption is now:-a-days unimwrtant seen against 

the background of the many and various ~eds of the fermer's 

family and taking into consideration that only a small 

percentage of his !neon# is ·spant on food • 1 

But the nature of agriculture found in India 

at the time of indepuidence and in most, developing countries 

at th9 present time may be termed as traditional agri

cultw:e. Traditional agriculture is characterised by 

subsi stend9 farming in which the extended agricultural 

family provides as much as possible for its own direct 

needs of food and in particular for food grains. Since 
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the entire e~rgy of the farming community is diverted 

for the production of food grains, it is logical that 

farmers are less mar let oriented and are reluctant to 

raise cash crops. Therefore, it has been often said 

that agricultu:r.e.is a way of .life in developing countries. 

Economists differ in their approach in analysing 

the causes of the traditional nature of agriculture in 

these economies. Sone emphasise that the social and 

cultural factors along with the inherent vall13 system 

prevalent in these countries encourage the traditional 

pattern of agricultural production. Otters seek to find 

an economic interpretation of the nature of traditional 

agriculture. 

The FAD Exp3rt Group, emphasising the social 

factors is of the opinion that "agricultural prodl.K:tion 

is the variable factor determi~d by family ~eds, which 

in their turn de :£:2nd on tradition and the varying extent 

and composition of tre family". 2 In the rural communities 

of the developing countries, the pattern of production 

is as rigid as the pattern of consumption, including 

religious and ceremonial purposes and such a corrmunity is 

not fertile soi 1 for innovations. The Gro·.IP maintains 
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that for the agricultural sector of these societies, 

the methods of production are not only traditional but 

' 
that tradition alsO determines what Jdnd of crops have 

to be grown and how much to be prodoced of each of them. 3 

Other economists also echo the same view, Prof. Hansen 

writes in the case of India, "Agricultural practices 

4 are controlled by custom and tradition". The force 

of custom, the rigidity of status and the distrust of 

new ideas combine to create an atmosphere inimical to 

experiment and innovationo Gordon :lonald states in a 

forthright manner when he says that small farmers are 

ass~d to be living in village societies in which various 

kinds of traditional or semi-traditional social 

organisation, and the corre spending attitudes and values, 

are the main determinant of their te)1aviour. 5 Thus, it 

is almost fashionable on the part of these economists to 

pz:esune that peasants in traditional agriculture lack 

the virtues of "Prete stant ethics" _that strongly encourage 

to release the productive forces for rapid developnent. 

There is another group of economists which provides an 

economic conception of traditional agriculture. They 

xe ject the view that traditional agriculture is essentially 

a cultural characterisation of the way particular ~ople 

live • To them, "the cult ural attributes of a folk society 
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do not provide a ri<;;prous basis for identifying 
. 6 

tr adi tiona! agriculture." To-day m::>st of the 'WOrks on 

agricultural developnent support the view propounded 

by T.w. Schultz that in traditiona·l 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 mode 1, farmers in traditional 

settings, overtime, are thought to have acquired amounts 

of capital that are consistent with their technology, their 

holding of land and capacity for labour. To Schutz, 

resource allocation in this ty:r;:e of agriculture is 

efficient with the existing state of arto According to 

this "efficient but {X)or" hypothesis, the community is 

poor bacause the factors on which the economy is de~ndent 

are not capable of producing more under existing circumst-

ances. J.w. Mellor also holds the same view when 

he states, "with comparatively inactive levels of 

technology, physical conditions and resource .costs, 

farmers ·have been able gradually to evolve efficient 

organi·sation" o 7 Thus, traditional agric ultw:e is 

basically a technologically motionless phase in which 

attempted change usually produces small increases in 

production. In such a static society, the rate of return 
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simply does not warrant the additional investment. 

Therefore, in the absence of new techniques, any 

injection of new credit wi 11 t:e used primarily to finance 
., 

non .. producti ve ex~ndi ture • 

Finally, a group of economists also apProach the 

nature of the traditional agriculture in terms of the 

"relations of production• # According to these economists, 

tb:! continuation of semi-final production relations 
'· 

operates as a drag on land productivity. Tha basic 

features, of this rrode of production as it o:J;2rates 

in Eastern India countryside are most lucidly and 

cognently presented by A. Bad uri. 8 These are (i) an 

intensive non-legalised share cropping system~ (ii) ~rfS

tual indebtedness of the small tenants, (iii) overwhelming 

presence of usury, (iv) limited access of the small 

tenants to the rural market that force them to involve 

in involuntary exchang;. In soch a system, the u~ 

of unfree labour is mostly found. It is essentially 

a pre-caPitalist stage in the historical process of 

change o
9 

The system prevents capital investment in agri-

culture, for st.Ch investtn:!nt ~uld increase produ::=tion 

and if the tenants share remained constant, the 

tenant might get out of his debts. The landowners could 
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lose economically if the loss of his interest income 

were not comJ:ensated by higher inco~ from the greater 

output. Politically he could lose even more in so far 

as the tenant freed all the extra economic conseq~nces 

of the debt bondage •10 That is why the land owning 

class approaches whole process of production 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 r•.1ral 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 investment in the agriculttlral sector, 

but is also res~nsible for wide-spread poverty, debt 

slavery and semi-te udal bonda~. " 11 

1.2 Role of Credit in Traditional Agriculture 

Having understood the nature and causes of the 

•traditional agriculture• in many of the developing 

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 agri .. 

culture in the absence of the use of modern inputs. This 
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view has been supported by the three group of economists 

mentioned while analysing the causes of the nature of 

1:L-adi tiona 1 agric ult w:e • 

Those who attribute underdeve lopnent in agriculture 

to socio-cultural factors are of the opinion that in 

a traditional society the expansion of agricultural credit 

does not always bring about an adequate increase in agri

cultural production. In the initial stages of agricultural 

deve lopnent, credit to farmers wi 11 have a predominantly 

consumptive character. Many factors are responsible for 

this, they include the subsistence nature of the farming, 

poverty reflected in lack of the food reserves, improvidence, 

crop failures and other calamities, a rapid increasa in 

population, t.he traditional customs of rural life which often 

involve heavy expenditure for religious and social cere

monieso12 So long as the traditional social structure 

is prevailing in the rural areas, the subsistence basis of 

agricultural production and the attitudes of rural popula

tion will act as strong im~dime nts to agricult. ural develop... 

ments on modern lines. 

In tiraditional agriculture, the dividing line 

between household and farm ex~nditure is very thin; and 

it is impossible to draw a clear border line between 

credit for consumptive and credit for productive purJ:Oses 
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Thus, the incentives and p:>ssibili ties of using capital 

for stepping of agricultural production are very limited 
• .J. 

in the early stage of developnent. If credit programnes 
,· . 

are to ~ successful in such a society, it will be 

necessary to explore the conditions in which farmers 

liw, how ~b:!.y look at the world and what stimuli t~m 
I 

. 13 
could be expected to res~nd to. · 

This statement brings one to the arganents of the 

second group of economists, i.e. Schultzian model of 

"efficient but J;Oor• economy. It has been already stated 

earlier that resource allocation is effi?lient in traditional 

agriculture. Therefore, no appreciable increase in 

agricultural production can be had by reallocating the 

existing factors. In such a setting, in the absence of new 

techniqi.J9 s, th~.t"-~ wi 11 be no motivation for new invest

ment and credit will be used for non .. productive purposes. 

Thus, traditional agriculture is niggardly in the meaningful 

sense that it is an ex~nsive source of economic growth.14 

Therefore, the propos~l to bring outside caPital in order 

to increaSe the rate of investment in existing factors are 

too ex~nsive to be worthwhile, as it is well known that 

the rate of return does not warrant the additional invest-

ment. But an upward shift in production function is 
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IX)Ssible only when new factors are introduced. These 

new factors are presently found in a large box labelled 

"technolog~cal change". It wi 11 te necessary to 

remove them from this box and find ways of making them 

available and acceptable to the farmers who are bound by 

15 traditional agriculture. 

Thus, to Schultz, economic growth from the agricultural 

sector of a poor country deiEnds predominantly upon the a 

availability and pri·ce of modern agricultural factors. 

When these factors are being produ::ed and di-stributed 

cheaply, investment in agriculture becomes profitable. 

Then the farmers accept mod:!rn factors and learn how best 

to use them. All these things provide an inducement to 

increase savings and to develop instit'..ltions to provide 

credit for financing invest!'(lent in such factors. Thus, 

a credit programme will be successful when there is a 

change in agricultural techno logy or the }X)ssibi li ty of a 

new product. 

Finally, one is in a position to find out the 

efficacy. of a credit programne in augmenting agricultural 

production, when traditional agriculture is defined in terms 

of the "semi-feudal" or "pre~apitalist" 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 to the 

deve lopnent of agriculture on caPitalist liaa s. This 

argunent has oeen advanced not only by the Marxist 

economists, but also by a brilliant academician, 

Danie 1 Thorr:er who certainly cannot be labelled in a 

particular group. In the mid fifties Thorner observed 

that in India, the semi-feudal mode of prodi.X:tion acts 

as a 'built-in ~pressor• that inhibits technical change 

and growth in agriculture o16 

The same view is shared by utsa Patnaik. In a 

labour surplus economy like India a section of the 

underemployed surpl•..ls population in the form of tenants 

bids up the rents of land to hunger rent levels, and the 

remainder comprising labourers is forced to accept bare 

subsistence wages and debt bondage. The familiar pre

indepandence "unholy trinidy" of the landlord - money 

lender -trade!: acquize a stranglehold over the p:!asantry. 

The.r:e emerged a formidable barrier, from this, to 

productive investments along capitalist lines, constituted 

by the barrier of pre-capitalist absolute ground rent to 

capitalist investmehto 17 

;·The rich land owner leases out a substantial 

portion of his land to the land hungry p:!asants who bear 

all the costs of cultivation: but he is in a position to 
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to extract a high rent G.about 50 ~r cent of the gross 

product) • Again he has the capital which he puts usually 

into trade and usury and collects a high rate of interest. 

It is more profitable for .him to be engaged in ~sing out 

land and advancing usurious loans than to switch over to 

direct cultivation. It will be worthwhile for him to go 

for direct cultivation by making prod\X'!tive invest~nt · 

i_f the return frorri t'tle direct culti-vation is sufficiently 

large en:>ugh to give him sUrplus over and above the return 
a 

from leasing out of land and '..lSury. But this is/._ remote 

possibility at the prevalent techno logical set-upo To 

make productive investment on capitalist lines, the 

product! vi ty raising new technologies should be introduced 

that should bring a quantun jump in the yield and 

surpl'..lS I;Sr unit of area and overcome the rent barrier. 

Now the q\:estion arises in the absence of radical 

and reforms, can the external st umuli like the price 

supp:>rt and state sponsored schemes of extending rural credit 

in the absence of new technology cause productive 

investment in agricultures The answer is in the negative; 

for a price stimuli whose a formidable rent barrier is 

worldng. Thus, what is required is not a state sponsored 

extension of rural credit, but a land augmenting technical 

progress associated with fertiliser-fed hybrid seeds and 

controlled irrigation facilities to increase prod•.1ctivi ty 
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per unit of ;~~a. Once new technology has :t:een introdoced 

and new inputs are made availabJ.e in the market, credit 

wi 11 play a significant role in increasing agricultural 

productivity. 

1. 3 Role of Credit in Modern Agriculture 

In modern agriculture, the farmer assumes the role 

of an entrepreneur whose approach to prodt:etion does not 

essentially differ. from that of the Industrialist, Agriculture 

becomes fully commercialised and the farmer prod'.lces for the 

' marlet ~ing guided by profit motive. As has been 

emphasised earlier, it is the "new technology package" 

and avai labi-ll ty cf naw inputs at. a cheap!r rate along with 

the knowled~. of how to use them bring a:tout a transformation 

of traditional agriculture into a moderni. sed a oN3 • 

Once the farmers get the motivation. and opportunities of 

making profit, they rise to the occasion and introduce 

'new technology• to augment production. 

This "new technology" may l:::e divided into two 

categories; one det:ending on biological sources of 

energy and the oUter on mechanical sources of energy. 

Biochemical technology is 'land-augmenting' and 'labour 

absorbing• in nature. It contin~s to employ the 

traditional implements alcng with the human and animal 

labour but mal<es 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 htJnan labour. Mechnical technology displaces hll1lan 

and animal labour and mal<.es use of machines. Like tractors, 

threshers, harvest coml:>Jai.ners etc. to carry out agricultural 

production. This ty~ of technology is "labour displacing" 

in nature. In India, the rich farmers of Punjab, Haryana, 

and western uttar Pradesh are increasingly resorting to 

both the techniques. 

It is obvious that the "land-augmenting techniqtl3s" 

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 for 

mechanisation by hiring in the machinery from the rich 

farmer so 18 It is important to observe that both the 

techniques do have a resource bias. In Modernised agri-

culture, there is more marJet orientation and commlUlalisa-

lion of the eco ... nomy. The farmers have to enter the market 

to purchase ferti Users, HYV seeds, resticides, ether new 

inputs and modern agricultural implements and tools. 

They need sufficient amount of cash to purchase these inputs 

produced and supplied by the non-farm sector • The resource 

base and saving potentiality of the farming community 

being very narrow, the supply of outside finance to them 

be cones absolutely e ssentialo 
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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 productivi--ty. Agricultural 

credit demonstrates a clearly dynamic character when a 

major portion of it is uti lise d for financing the new 

"technological package • • Agricultural deve lopnent is a 

complex and inter-related problem. One should not 

overlook the fact that agrieultura1 credit is only on:! of 

the many factors pl~ying a part in the complicated process 

of stepping up agricultural production. The FAO study team 

rightly observed that far from being a pan acea, cred:i.t was 

not even the hannless patent medicine which it was often 

thought to ~. 19 For a s~cessful implementation of 

agric:Iltural credit projects, a n~bar of other preconditions 

she uld be JT"e ntione d. These inc 1 ude the provision of 

remunerative prices, pro~r marketing facilities, creation of 

infrastr'.lCture, availability of new inputs and extension 

services, and pro~r economic plaming and administration. 

Finally, the existence of a proper system of land tenure is 

necessary for agricultural develcpnent. In a labour surplus 

economy like India, given the ~ak bargaining position of 

labour, the land-owners can change the share ratio of rent in 

their own favour when new production possibilities appear. 

Should the tenant disagree, the ultimate threat of eviction 

is thexe o
2° Credit programJT"e would be a failure even undar 
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new technology where farmers have no security of tenure or 

where leases granted to trem are so short that they are 

. not inclimed to improve their land. Finally, land reforms 

are necessary not only for increasing productivity, but also 

for equity considerations. Enactment of progressive measures 

of land reforms and their efficient implementation call 

for hard political decisions and effective political 

support, direction and control. Radical land reform laws 

aim at restrtX::turing the ·entire prox;erty relations in the 

countryside and requires a substantial amount of courage 

and determination for implementation. 0~ feels sad to 

mention that most of the land reform measures have been reduced 

to a mere force because of the lack of requisite poll tical 

wi 11 'lu'kewarm' attitude. of the bureaucracy and a passive 

legal syste.m. In the absence cf the requisite land reforms, 

a gc ve rnme nt s uppo.rte d ere di t pro gr amrre will he lp in 

subsidising big land owners at the ex~nse of the small farmers. 

1.4 Agricultural credit in India 

Historically, agriculture has been the mainstay of 

the Indian economy. The entire British Empire in India was 

maintained and financed by the surpluses generated from 

agriculture. -(Even to-day after nearly forty years of 

planned economic deve lopnent, 61% of the total work force is 

engaged in agricultuxe and 37% of the Net Domestic prodt..X:t 

is generalised in the agricultural S!ctor) • Agriculture 
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contributes substantially in the form of food and raw 

materials to the rapid industrialisation of country. 

Some times its role in earning ·scarce foreign exehange 

reserves through the exports of primary goods is also 

sub-stantial. But unforttmate ly, upto the middle of the 

sixties, the nature of Indian agriculture was predominantly 

tradi tiona! with a colonial system of administration and 

exploitation, the institutional pattern in agriculture 

was not conducive for modernisation. 

In a densely populated country lll<e India, land being 

the most important asset in the absence of alternative 

avenues of employment, there .was tremendous pressure on 

land. F'urther, the s:ke~d distribution cf land created 

a vast army cf small and marginal farmers and landless 

labourers. In the presence of a feudal mode cf production 

the big landlords were explciting them through the supply 

of usurious capital. Even i.n the tradi tiona! set up, the 

Indian farners were in need of credit. Emphasi-sing 

the need of credit in a traditional agriculture, Mellor 

states that the problem of finance and credit arise largely 

from a seasonal prod•JCtion cycle which is super-imposed on 

a non-seasonal consumption pattern. Even production inputs 

are required either throughout the year ot' at concentrated 

p3riods other than harvest time. 21 E'armers may use som:l 

amounts of medi un term and long term credit to finance 



cultivation tools, wells and irrigation devices, land 

improvements and working animals. Again, crop failure is 

a s:t=ecial credit requi.rerrent in traditional g agriculture 

which assumes the characteristics. Pf medium term or lcng 

term credit. The amount of interest involved adds to 

the debt burden and may -lead to loss of land and 

ottter assets. 

Thus, it wi 11 be a folly to undere st~mate the need 

for credit in traditional Indian agriculture. The farmers . 
try their rest to finance these inveStments out of their 

own resources. Due to acute poverty and cultural constraints 

their saving is very inadequate which mal<es it inevitable 

for them to, de:t:end on outside finance. In the absence of 

instit_utional provisions, they fall an easy prey to the 

trap of the moneylenders who pre vide them credit at an 

exorbitant rate cf i nte rest knowing fully we 11 that farmers, 

in no circtl1lst.:inces, can pay back the amount. To qoot:e 

the all-India rural credit survey, "If credit is soma times 

fatal, it is opten indisp!nsable to the cultivators. The 

agricultural credit is usually the least institutional and 

most dis~rsed of all ty:t=es of finance ."22 

There is nothing wrong or ~culiar in Indian 

cult! vatcrs borrowing, because finance is essential for all 

business undertakings and agriculture is no exception to 

this fact. But the overde~ndence of the farmers on landlords-
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cum- moneylenders - cun- traders and diversion of 

credit for consumption purp:>ses 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 prompted the government to introduce legislation

to drive them out of busi~ss and free the agriculturists 

from their clutches. It was realised that these 

non-institutional agencies should be replaced by the 

itg.sti tutional agencies to provide credit to the agricul

tural sector. The term 1 institutional agencies.· 1 includes 

those institutions which are under the official control 

of the government in laying dO\·m the terms and conditions 

associated with the provision of agricultural credit. These 

institutions come undar the direct control of the govern

ment to direct the flow of rural credit in a broad policy 

framework which is consistent with thE: process of national 

planning and de ve lopme nt. 0 f co •.1rse 1 be fore i nde pe nde nee, 

the co-op;rative movement in India had reen initiated in 

1904 to carry on the busiB:!SS of the rural banking and replace 

the money lenders o But by the time of indep;ndence, the 

co-operative had not achieved any significant s~cess. By 

observing the performarx:::e of the co-operative credit socie

ties in India, the Rurdl credit Survey Committee has said, 
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.. the cooperative has failed in India, but co-operation 

must succeed." 23 I.t is clear from this statement, 

that the committee had no hesitation to recognise that 

co-operative structure occupies a pre-emiaant position in 

the institutional framework of agricultural credit. 

There fore, it recomlnendeq the strengthening of the 

co-operative movenent with regard to str..x:ture, mobilisation 

of resources and op!rational efficiency. 

The aaed for agricultural credit has underc;pne 

a profound change after the introduction of the 'New 

Agricultural strategy• popularly known as the 'Green 

Revolution' in the mid sixtiei s. Indian agricu.ltu.r:e has 

witnessed a major techncloqical b.re ak-through and a pro

gressive commercialisation in recent years. The Intensive 

Area Development Programne (IADP) started in 1960-61 

envisag;d a package of superior inputs in selected districts 

with assured supply of water. In 1964-65 a programrre known 

as tre Intensive Agricultural Areas Programme (IAAP) 

was tamn up covering 117 districts to improve the c•J.lti va

t! on of selected major food crops in these areas. The 

.teal break-through came with the larg; scale adoption of 

high-yi.e lding varieties of seeds (HYV) programm3 in 1966. 
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With these technological chang:fs t~ im!Xlrtarx::e of 

capital in agricultural production in India has been rising 

remarkably especially where HYU and the inte·nsive develop.. 

ment programmes have be en in progress. As a <:onsequenc• 

the demand,curves"Yf-o·r-'!'p'tlrchased inputs, e.g. seeds fertili

zers, pesticides, irri gational iflfrastr ucture s, agricultural 

machimry and equipnent, etc. have shifted upwards leading 

to increased outlays by farmers on various inputs. The 

productivity of caPital in agricultw:e havinS; 

d,- the farmers have cot1'12 to de {:end' more and mor:e 

owed capital or external finance. This has given 

new dimensions to the problems of agricultural credit. 

The modern! sation of Indian agriculture, however, 

lopsided it may be, capital has come to play a significant 

role in augmenting prcdtr:Uon. Emphasising this point C.H. 

Hanumantha Rao writes, ".land and Labour has ceased to be the 

predominant factors of growth in Indian agriculture, 

Capital, together with scientific kno'l.·lled~, has already 

become a major source of growth, and its significance is 

rapidly increasing. The di spari ties in income and in wealth, 

within the agricultural sector would, therefore, de:~;Bnd 

cr~.X:ially on how capital is and will be distributed among 

the different holding size groups. Those committee to 

an egalitarian agrarian set-up have been focu~sing attention. 
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alroost exclusively en the need to have a more equal 

distribution of land, neglecting the equally im:r;x>rtant 

isS\~! of equitable distribution of capital. Credit from 

institutional sources is becoming increasingly important 

as a ~ans of caPital farmation in agriculture. A study by 

Tej Bahadur also showed the positive role of agricultural· 

credit in increasing farmers output, income and investment. 25 

From the above discussion, it is now clear that, capital 

has come to pla·y a significant role in augmenting 

agricultural productivity after the adoption of the new 

agricultural strategy. Therefore, institutional credit has 

to play an im:r;x>rtant role and the institutional agencies 

are called ut:on to discharge these re s:r;x>nsibi 11 ties in 

a satisfactory manner. Taki.ng into consideration, some 

peculiar Indian problems in agriculture, like the dominant 

presence of the small and marginal farmers and landless 

labourers, with socio-cultural constraints and the 

di atribution of rural assets, the institutional credit 

agencies 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 institutional 

agencies, the co-o~rative credit societies l<eep a pride Of 

place in providing agricultural credit after being re-organised 
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from time to time to suit to the re quirernents of the 

Indian agric~lture. The All India Rural Credit Review 

COmmittee made the assessment of requirements of agri

cultural credit and the possibilities of the co-operatives 

f ulfi !ling this requirement._ Keeping in view the gap 

between the total resources of the co-oparatives on the 

one hand and the growing demand for_ credit in the agricul- · 

.tural field on the other, the ccmmi ttee considered it 

necessary to bring agencies s~h as comtl'l:!rclal Banks, irr::lu

ding the State Bank of India and its subsidiaries, in the 

field of agriculture.lcredit. Thus the 'multi-agency' 

approach to rural credit was-initiated. 

With the nationalisation of 14 major commercial 

banks in July 1969 and the six others later, the commercial 

banks have, no doubt, become more resp:>nsive to the needs 

of agriculture. After nationa.lisation, the banks o}:ened a 

large nunber of branches in rural areas and have increased 

their advances to these areas_ considerably. However, the 

introduction of commercial banks into the rural sector could 

not fully meet the requirements of agricultural credit in 

a satisfactory manner. As a result a new ar;t=ncy, ~BS, 

(Regional Rural Bank) was created with the purpose to fill 

up the gaps in Rural Credit Structure. 
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Though this, •multi-agency• approach was ir..itiated 

with many ho~s and aspirations, it has teen, often, observed 

and alleged by many research students that institutional 

credit agencies have not fulfilled the asPirations of 

the agric·ultural sector. The distribution of agricultural 

credit 1 s a~ng the States is .still dangerously s1<ewed and 

inside a state, the rich farmers are appropriating a 

larger shaxe of credit at the expense of the Small farmers. 

This study is an attempt to find ·out the structural 

changes that have tal<en 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 introduction of new technology in the 

agricultural sector, the demand for credit has increased 

significantly in India. As a result, the agricultural 

c.tedit institutions have undergone a qualitative and 

quantitative transfo·rmation in recent years •• In order to 

meet tl'B rising demand for production credit ~der the 

impact of various technological changes, the institutional 

agencies liJe co-operative societies and comnercial 

banks have substantially increased their scale of 

operations, thereby causing remarkable decline in the 

relative share of non-institutional agencies in the flow 

of agricultural credit. However, it is often said that 

the benefits of institutional credit facilities have 

been largely shaxed by the xe lati ve ly prosperous xegions 
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of the country and by the comparatively richer section 

of the rural population in each region. Be sides, it 

is also relieved that the objective of liberating 

rural poor from the clutches of the exploitative 

money-lenders and traders has remained unfulfilled in 

many regions. In v1ew of these facts, an attempt 

has been made in this study to analyse the changes in 

the structw:e of agricultural credit both sPatially 

and temporally and to find out some policy implications. 

The specific objectives of the study a%E!" s 

l) To find out the tem};X)ral changes in the relative 

role of institutional and non-institutional· 

sources of credit in various regions • 

. 2) To analyse the regional disparities in the 

disbursal of institutional credit to agriculture. 

3) An attempt is al9J being made to study the 

changes with re s~ct to the structure of 

securities, interest rates,different pur:poses 

for whiCh credit is granted and the position 

of overdues of the co-op:trative 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-de~X)sit 

ratio of the commercial banks in the rural areas. 
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6) To find out the degree of association b!tween 

the availability of institutional credit 

and some indicators of agricultural developnent. 

MethQ<Joloav and Data Base 

A state has been talen as a unit of analysis 

in this study to examine the .tegional variations in 

the £low of agricultural credit. 

have been chosen in the study. 

seventeen major states 

The remaining states 

a~ igno:ted for two reasons. firstly some of these 

states were non-existent J:::Jefore 1971-72 and secondly, 

there is no significant develo~nt in the organisation 

of the institutional agencies in these states. To mal<e 

the temp:>ral analysis. thxee time periods have b!en 

ta1en for the co-o~rative societies, Period I - 1961-62, 

Feriod II - 1971-7 2; and Period III - 1981-82. To 

study the temporal changes in the supply of credit from 

the commercial banks, two time ~ riods have been talen 

1971-7 2 ~d 1981-82. It is because, commercial banks 

entered the rural areas in a big way only after their 

nationalisation in 1969-70. The contributions of 

cxedit from the Regional Rural Banks have been considered 

only for 1982-83. 

The supply of institutional credit has been 

pre sen ted in the form of :.·percentage shares to study 

inter-state variations both tem!X)rally arid spatially. 
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Availability of credit per hactazeof gross cropp:!d 

axea has been estimated to find out the inter-state 

variations in the flow of institutional credit. To 

examine the extent of inequality in the supply of 

cxedit, various statistical measures like Gini

coefficient and co~fficients of variation ha~ been 

used. To find out the degree of association between 

];l!r hectaxe avai labi 11 ty of credit and indicators of 

agricultural deve lopnent, the method of rank correlation 

has been used. 

Availability of credit tsr hectareof gross crop];l!d 

area has been taken as an indicator cf supply of credit 

in various states. So far as t~ !X)siticin of overdues, 

credit-deposit ratio, distribution of credit among 

different size-classes of ownership holdings .r;ural . 

branch expansion of the cornrrercia 1 banks and expansion 

of co-o);l!rative credit societies are concerned, 

the data have be en presented in the form of percentage 

shares. To analyse the ex~nsion of Regional rural 

banks, p!r branch rural p,pulation have been estimated. 

To examine the correlation between supply of institu

tional credit and agricultural deve lopnent, some 

indicators of agricultural de~lo~t have been chosen. 

These include the y1e ld of foodgrains par hectare of 

gross cropp:!d area, par hectare cons\.mtption of fertili

sers, the use of pump sets and tractors par thousand 

hectare of gross crop);l!d ·area and ];l!rcentage of gross 
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cropp:!d are-a irrigated in each states. 

Data Base' 

The entire study is based on secondary data 

collected from various sources. 

(1) The data for the state-wise and agency-wise 

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 Investment Survey of 1971-72 resp!ctively. The 

data for the state-wise and source-wise distribution 

of cash loans outstanding in Rural areas in 1981-82 

has teen obtained from National Sample survey, 37th 

Round; Rep,rt No. 322. 

(2) All data for the co-operative credit agencies 

have been collected from the statistical statements 

relating to co-ofS rati ve Movement in India, RBI, 

NABARD (Relevant years) • 

( 3) Data for Comr.tercial banks' finance have 

been collected from various sources. These a.te : 

i) Basic statistical Ret urns, Dec. 1982. 

ii) Statistical Tables Relating to Banks in 
India, 1973-74. 

iii) Report on Currency and Finance, 1983-84, 
Vol. II, RBI, Bombay. 
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4) Data for the p!rcentage of area owned by 

size-class of ownership holding have been comPiled 

from Nss, 26th Round and 37th Round. 

5) Data for the indicators of agricultural 

de ve lo pnen t have· be en 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 chapters. 

Chapter II deals with the growing imp::>rtanc.-e of 

institutional credit in India in which the changes 

in percentage share of various agencies, both institutional 

and non-institutional, in total agricultural credit have 

been analysed. Chapter III deals with the changes in 

the flow and structu.te of eo-operative credit to 

agriculture. In Chapter IV, some asp!cts of change in 

the flow of commercial banks' credit have been studied. 

These include the progress of rural branch ex:pansion, 

changes in }:Sr hectare supply of direct and total 

finance, t::ercentage shares of short-term and term loans, 

credit dep::>sit ratio at the rural branches ete. In 

Chapter V, an attempt is being made to find out the 

deg,.t:ee of association between supply of institutional 

c.redit and indicators of agricultural developnent. 

Finally, Chapter VI deals with the sunmary and conclusions 

of the study. 
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CHAPl'ER II 

GROWING IMPOR'l'ANCE 01' INSTITtlr:IONAL CRBDIT TO AGRICUIJL'URI 

2 .1 Tba 1 nj urio us and exploi tat! ve nature of credit 

suppUed by the private agencies lile tbe village moneylen

dars or sahukars was recognised by the <J,owrrnent of India 

in the pre-indapendenee period and it took se-ral 

steps to %8gulate the activities and oprations of 

IIIDneyJ.Idrs through ~gislati'Vfl enactments. The basic 

objectives of such enactments were to bring about an 

impro-ment in the terms on which private credit was 

available to agriculturists and to place legal restrictions 

on the unreasonable exactions of RD11!tylenders. Under 

the Deccan Agricultural Act of 1879 (subsaq1.1!nt amendments 

in the Act were made in 1892. 1886. 1895. 1907. 1910 

and 1912) • the Courts were allowed to qo into the 

contract of debt and modify it in favour of the borrower 

so as to reduce an opp.r:esive rate of interest. to IXevent 

sale of land. unless specially pledged and to restore 

the land to the cultivator even when there was a sale 

deed between the two parti•s. The Usurious Loans Act 

was passed in 1918 which tri•d to irt~Jrove the legal 

position of the borrower. The Regulations of Accounts 
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Act was passed in 1930 in Punjab and later on enacted 

in, various states with a view to proUict the debtor 

from manipulated accounts by pre scribing forms of accounts: 

and insi.sting on the debtor being supplied w1 th these 

regularly. Further various acts on licensing and 

registration of moneylenders were passed by the different 

states from tiae to time. Bat the powerful moneyleDders 

successfully evaded the }rovision of the .. laws and 
- .__ 

the poor cultivators were deprived of .. the benefits of 

The British government ~as fully awue of the evils 

associated w1 th the credit supplied by the non-institutional 

agencies. Therefore. it came forward to provide credit 

to the farmers directly under the Land Improvements loans 

Act of 1883 and the Agriculturists !Dans Act of 1984. 

The former M:t deals w1. th long-term loans and the l&tter 

with short term loans. 'l'he long term credit from -the 

government to the agricultural sector is known as 'Taccavi 

I.oans' in India. The advantages of 'Taccavi Loans• were 

that theil8 loans were long term in nature and rate of 

interest was very low. These loans were also particularly 

sui tabll! during the time of natural calamities lila! 

droughts. floods and cyclones. But the total amount 

lent under both the acts was insignificant and the .. 
played 

loansLa very small part in agriculttEal financing. 
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Thexefore. at the 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. 

Inatitutional Credit System for the r1E'al sector 

started with the organisation of eo-operati"ve Credit 

Societies . at>; the beginning of the century to emphasi .. 

thrift and actual help. But the co-operati"ve societies 

Wtze -ry weak both str~turally and functionally even 

after indep!ndence. The situation was rightly assessed by 

the Rural Credit Sur-vey Committee of 1951-52 in the 

following words: •Although-legislation for the regulation 

of moneylending has bten enacted and enforced in most 

of the states. in practically none of them has any 

adequate machinery been set up for the specific purpose 

of ensuring an effective implementation of various 

meas•.1xtts... Because of the inadequacy of supervising 

machinery. absence of an alternatiw source of credit 

and the compelling natuxe of the borrowers requirenents. 

the moneylenders are able without much difficulty to 

evadlt almost all important provisions of these enactments•. 

2.2 The Multi-Acency ARRfoachJ 

The co-operatiw credit system was reorganised 

in the mi.d-fiftie s in the wale of the recommendations 
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of the All India Rural Credit Survey Re{X)rt. Fo !lowing 

it, the Gove rnne nt of India~ the RBI and the State 

governments made si,Jtcial efforts to foster the growth 

of the co-optrative movement. However, cooperative 

credit did not develop uniformly in all states of the 

coUDtry. Again. Credit needs of the agricultural sector 

increased rapidly due to 'the introduction of infrastructural, 

biological and technological deve lopnen:ts, commercial 

banks. were therefore, inducted into the field of agri

cultunal credit under the iOlicy of "Social control• 

over banks in 1967. Subs&qt#lntly, 14 major scheduled 

conmercial banks were nationalised in 1969 to faci litcte 

the flow of credit into the agricultural sector. As the 

Rural Credit Review Committee Report put it in 19691 

"At the same time. effort in the s~here of rural credit 

should not be solely concentrated in the co-operative 

sector. Co-op!tratives should be strengthened. but they 

would be all the better - and the former better served 

if other institutions co-existed with them in healthy 

comJ:8ti tion•. 26 

This approach has come to be known as the "multi

agency apProach • in which commercial banks serve as an 

additional source of credit to the rural sector. Later 

on Regional Rural Banks (RRBs) were organised in selected 
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areas. With their emphasis exclusively on the small/ 

marginal farmers. agricultural labourers and rural 

artisans. Veeping this •multi agency aPproach" in 

mind. it is proposed to male· a brief analysis of the 

structure of various agend.~s engaged in the field of 

agricultural credit. 

The Co-operative Credit structure in India consists 

of two parts. short and medi \Ill term and long term. The 

short and med:l.t.D term credit is supplied through a three

tier structure. The primary agricultural credit societies 

functioning at the base of the co-oprative credit system 

are the major outlet of short and mediun term credit 

to the rural sector. The organisation of these societies 

dates back to 1904 when the first co-operative societies 

Act was passed. These socleites were started with the 

objective of providing cheaP credit to the agriculturists 

in order to free them from·the clutches of the money

lenders. Thus. the agricultural primary credit society 

is the foundation stone on which the whole co-operative ' . 

edifice is built. The primary agricultural credit 

societies aJ:e the institutions which have direct contact 
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w1 th the agriculturists who ·are their members and for 

whom these are mainly organised. 

At the district level, there cue Central Co-o~rative 

· Banks which act as an intermediary to link the village 

level primary societies with the money marJet. They 

provida funds to neet the credit xequirenents of primary 

rnemter societiea for production. mat:leting and supply 

operations. They also serve as the balancing centre for 

adjusting the surplus and deficiency of working caPital 

of the primary societie-s • ( At the a:.;ex of the co-operative 

stru:::ture • there is a state co-operative Bank at the 

state leve 1 which works as a final link in the chain 

between the small and widely scattered primary societies 

one the one hand. and the money mar let on the otha r. It 

balances the seasonal excess and deficiency of funds 

and equals the demand for and supply of caPital. It 

tales off the idle money in the slack season and supplies 

the affiliated socieites and Central Co-op!rative Banks 

with resources during the busy season. The Chief 

objective of the Ap!x Bank is the coordinate the works of 

the central Banks and to link co-operative Credit 

Societies with the general money marlet and the Reserve 

Bank of India. 

The long-term Credit is usually provided by the 

primary co-operative J.e.nd Development Banks which serve 

an area of a taluka or district. In some states, there 
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is no primary Land Developnent Banks, therefore, the 

central Land Development Banks which works at the apex 

leveL in the State advances loans directly to individuals 

operating through branches and agencies. It may be 

stated that Land Developnent Banks have a two-tier 

structure in most of the States with central Land 

Developnent Banks at the apex level and Primary Land 

Development Banks at the bloc kfte hsi 1/ subdivision/district 

level. 

'!9mnercial Banta.' 

Historically, one of the pur:poses of establishing 

the Co-operative Credit system was to bring together 

people of small means for promoting thrift and mutual 

help for develo~ent. Commercial Banking. on the other 

hand, cane up on the traditional lines and was not tuned 

to rural lending even within the frartework of their adherence 

to security oriented lending. The leadership and ethos 

in comrrercial banks were urban. However, gradual chan~ 

started following the recomrrendation of the All India 

Rural Credit Survey Committee in 1954. 

The process of involving comnerctal 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 recomnendatlons of the Rural 

Credit Survey Committee Report. The preamble to the 

Act setting up the SBI stipulated one of the main 

objectives of the bank as •the extension of the banldng 

function on a large scale, !IIDre ·particularly in the rural 

and semi-urban areas". Thi·s was followed up by a provision 

in the State Bank of India Act. that not less than 400 

branches should be opened within the first 5 years 
' 

of the banks working. SBI exceeded the target and op!ned 

416 branches between July 1955 and June 19601 Of these 

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

w1 th population be low 25,000. Because of bank national!-

sation of 1969 and governments policy of expansion of 

credit to rural areas, further branch expansion programnes 

were initiated by the SBI and its sti>sidiaries. By the 

end of June, 1980, out of the total nWtber of 7740 branches 

of SBI group. 3.597 branches or 46 percent were in rural 

areas. 

After 1969, comnerclal banks as a class began 

to enter the rural sector in a big way. The commercial 

banks tried to increase their di~:ect participation in 

rural credit marl<Bt in two important ways, firstly by 

rapid expansion of branches in the rural and semi-urban 

areas, and secondly through a ntmber 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 

village adoption scheme. taking over primary Agricul

tural Credit Societies (PACs) and Organising Farners 

serv1~ Societies (PSS). The comnercial banks have 

made serious- efforts to move nearer to their customers 

in the rural sector and to serve them better. In their 

efforts. they have been assisted by the lead Bank Scheme 

. (LBS) and the setting up of Regional Rural Banks (RRBs) 

in ae lected areas. 

In 1975. the Govermtent of India appointed a 

Working Group under the chairmanship of Sri M. Narasimhan 

to review the flow of institutional credit es}Scially 

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-operative credit institu

tions and the comnercial banks. It also came to the 

conclusion that the xegional and fua::tional gaps in 

rural credit cannot be met within a J:easonable period by 

reorganising or restracturing the two systems.28 At 

the same time. it recognised certain commendable featutes 

in both the systems which would be combined in a new 

type of institution. 
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The Worl<::l.ng Group, therefore, recomnended to set 

up Regional Rural Banks (RRBs) • It was intended by 

the Group that these banks should be state sponsored. 

region~lly based and rural oriented. They were meant 

to combine the •local feel and famt Uarity with several 

problems which the co-operatives possess and the degJ:ee 

of business organisation, ability to mobilise dep:,sits. 

access to Central Money Markets and a modernised outlook 

which the conmercial banks have • • on the basis of this 

recommendation. the govermnent of India promulgated the 

RRBs Ordinance on 26 september 1975 and the first five 

RRBs W!re established on 2nd October, 1975. The ordinance 

was later replaced by-the RRBs Act 1976. The RRBs, 

thus, came to form the third component of multi agency 

credit system for agricultural and rural deve lopnent. 

fh! RRBs are s}X)nsoz:ed by scheduled comnerclal 

banks. usually a public sector commercial bank. They 

are visualised as the rural «rms of the commercial banks. 

Therefore, a special responsibility lies on the sponsor 

bank. A few non-public sector commercial banks have 

also sponsoxed the RRBs. The major objective of the RRBs 

is to develop the ru.ral economy by providing credit 

and other facilities for agriculture. trade, industry 

and other productive activities in the rural areas, parti

cularly to the small and .marginal farmers, agricultural 
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labourers, artisans dnd small enterprene urs. ¥eeping 

this objective in view, the governrrent of India has 

decided that RRBs should confine their lendings only 

to the weaker sections. This coverage of the weaker 

sections.by the RRBs mal<es them as the small man's 

bank and could considered as their most distinguished 

feature. 

Overall Set-up of the Multi-Agency APProach: 

Under the multi-agency approach to rura 1 credit, 

both the commercial banks and co-o{Srative credit 

societies receive active financial and non-financial support 

from the central and state gover~nts and national level 

institutions such as the Reserve Bank of India, the 

Agri-cultural Refinance and Deve lopnent Cor };Oration, the 

National Co-op:!rative Developnent Cort:oration etc. The 

most important developnent in the field of rural credit 

in recent y-ears is the setting up of the National Bank 

for Agriculture and Rural Deve lopnent (NABARD) in July 

1982. It took over from Reserve Bank of India all the 

functions the latter J;:erforrr2d in the field of rural 

Credit -Designed s];2cifically as an •organisational 

device for providing undivided attention, force£ ul 

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 Developnent 

Corporation which was set up in 1963 to meet the long-

term-credit needs of the rural areas. has also been 

merged with the NABAaD. However, ~be RBI can exercise 

control over the NABARD since the Deputy Governor of 

the forml!r is the ex-officio chairman of the latter. 

The field level institutions which provide credit 

to individual borrowers consist of i) Primary agricultural 

Co-operative Credit Societies providing both short-term 

and medillll -term credit to their menbers. (ii) Primary 

~d Deve lopnent Banks or branches of Central Co-operative 

Land Developnent Banks dis:rensing long term credit to 

their members, (iii) branches of commercial banks and 

(iv} branches of Regional rural banks. Mhile the institu
give 

tions at (iii),L multipur}X)se and multi -term credit to 

all categories of p!rsons engaged in agriculture and 

other rural economic activities, t.hose at (iv) serve, 

at present, a restricted clientele, as a deliberate 

policy. 

2.3 Agency-wise Distribution of Agricultural Credits 

A brief sletch of the various agencies, both at 

the national and field level, providing credit to the 
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sector has 'been made and it is being 

co-operative Credit Societies. Comnercial 

Banks and Regional Rural Banks are the main suppliers of 

credit to the rural sector. Therefore. it is proposed 

to study the contributions of all the three agencies 

to agricultural credit and the changes that had ta1en 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 li• moneylenders. Landlords. and traders 

were dominating the rural money mar1et even after indeFSn

dence. However • with the emergence of the institutional 

agencies. their control over the rural credit market started 

declining. Therefore. it is intended to study the contri

butions of non-institutional agencies to the rural credit 

market and the changes tak.ing place in their contributions 

over the two decades. The purpose of the study is to 

see whether the share of the non-insti tutiona1 credit has 

dec lined or not. An attempt wi 11 also be made to analyse 

the relative importance of various institutional credit 

agencies in the 'flow of total institutional credit to 

agricultul:e. 

The agency-wise distribution of cash-loan borrowing 

for 1961-62 and 1971-72 has been provided by the All

India Rural Debt and Investment Survey of 1961-62 and the 
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All India Debt and Investment Survey of 1971-7 2 

xes~ctively. The data for the State-wise and source-wise 

distribution of cash loans outstanding in Rural areas in 

1981-82 has been obtained from National sample Survey, 

37th Round, ~~rt No. 322. The shaxe of the various 

institutional agencies, namely, cooperatives, commercial 

banks and RRBs in total institutional agricultural cxedit 

for 1981-82 has been estimated from the data proVided by 

the sta:ti stical statements .elating to co-o;erative 

mo-vements in India and Report on Currency and Finance, 

RBI. It should be noted that whi I.e trying to study the 

share of the various institutional agencies in total 

institutional credit to agriculture, the role of the govern

ment as a separate agency has not been considered since 

its contribution in direct financing is meagre. 

l.2,61-~ s Table 2.1 shews the agency-wise distribution 

of the total cash loan borrowing in 1961-62 both at the· 

all-India and State level. At the all-India level, the 

share of the non-institutional 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 professionel money lenders contributed 

13.20 percent followed by traders 8.60 percent and relati-ves 

and friends 8.80 percent. Loans from other sources stood 

ct 13.90 percent. The contributions of the landlords we.r:e 
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Table_ '.1 

Pere.enta~ Distribution oL~ll Loal'\Jlq~nq During 19q,l,-62_ 

{Agency-wise) 

- - - - - - - - - - - - - - - - - ~ - - - - - ~ ~ - - - - - - - - - - - - - - - - ~ - - - - - - - - - ~ ~ -
s l.No o States Govt. Co-op. 

erati
ves. 

Cora. 
Banks 

Land 
lords 

Agri. Prof. 
Money Money 
len de- Lend-
rs ers 

Tra
ders 

Re la- Others 
tives 
& Frie-
nds 

Total 
Inst. 
Agen
ciets 

- - - - - - - - - - - ~ - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
1. · Andhra Pradesh 

2.. Assam 

3 o Bihar 

4.. Guj arat 

5. 

6. 

7 • 
a. 
9. 

10 0 

llc. 

12. 

13$ 

14" 

15 0 

16. 

Haryana 

Hi mach a 1 Pr a de sh 

Jammu & I<a.shmi r 

Karnata'ka 

l<'e r ala 

Madhya Pr ade sh 

t1ahar ashtr a 

Orissa 

PunJab 

Rajasthan 

Tami 1 Nadu 

Uttar Pradesh 

17 .. west Bengal 

All India 

c .v .. 

0 .so . 12.70 

4.50 1.70 

1.oo 2 .6o 

l.rlo 25 o70 

X 

X 

6.10 

1.10 

1.20 

8.30 

4.20 

2 ·10 

0 .so 
2.70 

2.60 

2.10 

2.60 

X 

X 

11.40 

20.60 

11.90 

17 .40 

38.30 

16.60 

10 .so 

3.80 

16.50 

16.60 

5.90 

15.50 
80.46 65.25 

1.so 

X 

X 

0.20 

0 o60 

4.oc 
0.30 

0.10 

0 ·10 

1.20 

0.40 

1.10 

0.60 

117 .90 

0.40 

X 

X 

0 .30 

. 1.80 

1.20 

0 .10 

0.30 

0 .20 

3.80 

0 .20 

0 .20 

1.70 

0.60 

59.30 9o60 10.20 

38.10 10.80 11.00 

62 .70 14 .so 6.30 

5 • 80 6 • 30 11 • 60 

X 

X 

7 .oo 
43.10 

7 .20 

34 .oo 
16.20 

1s .to 
30 o90 

26.30 

59 .eo 
35.90 

28o10 

36.00 

X 

X 

4.60 

0 .90 

3.30 

28.10 

28.80 

16 .so 
23.80 

6.80 

20 .oo 

4.00 

13.20 

X 

X 

18.80 

9.20 

8.30 

11.40 

3 .6() 

9.20 

3 .6() 

18.30 

2.30 

6.90 

9.70 

8.80 

- - - - - - - - - - - - - - - - - - - - - - - - - - - -

1.60 4.20 

21.20 12.70 

7 .so 4 ·90 

21.20 28.20 

X 

X 

15.20 

6.50 

11.30 

3.40 

15.50 

6.50 

13.90 

6.20 

3.60 

9.20 

16.40 

8.eo 

X 

X 

42.60 

11.20 

51.60 

4.20 

9.40 

11.20 

18.70 

20.60 

6.90 

8.20 

32 .1o 

13.90 

Source • All-Irrlia Rural oebt and Investrrent survey - 1961-62, RBI, Bombay. 

14.70 

6.20 

3.60 

26o80 

X 

X 

ll.ie 

27 o30 

17 .oo 
18o90 

46.70 

20 .so 
25.90 -
4.70 

20.40 

18.90 

8.10 

18.70 

59 e44 

•2o 

Total 
Non
Inst .. 
Agencia. - - -

85 .. 30 

93 .eo 
96.40 

7 3.20 

X 

X 

88.40 

72.70 

83 .oo 
81o10 

53.30 

79 o20 

74.80 

95.30 

79 o60 

81.10 

91 o90 

81.30 

-
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very small at o.6o per cent. It is observed that the 

non-institutional agencies were completely dominating 

the rural credit marlet in 1961-62. 

Among the non-institutional agencies. the agricul

turist money-lenders were the most powerful ones. The 

top 5 States where they' domin•ted were Bihar, Tamil Nadu_ 

Andhra Pradesh, Karnataka. and Assam. The bottom 5 States 

were Guj ar at, Jammu and l<ashmi r, ¥era la, 0 ri s sa and 

Maharashtr a. The position of the professional moB!!y 

lenders stood next to the agriculturist money-lenders. 

The top 5 states where theydominated were Orissa, Maharashtra 

Rajasthan, Uttar Pradesh and Punjab. The bottom 5 states 

were l(erala, Madhya Pradesh, west Benga 1, I<arnataka and 

Gujarat. Traders were contributing more than percent 

of the total cash loans in Jammu and Kashmir, :t<aj asthan, 

Gujarat, and Punjab. Relatives and friends were supplying 

mote than 15 percent of credit in Jammu and Kashmir, 

Assam, west Bengal, Himachal Pradesh and Punjab. Credit 

"from other sources" was substantial in Maharashtra. It 

should 1::e noted that in Kerala and Jammu and Kashmir. 

the share of the agriculturist money lenders and profession

al money lenders in total cash loan borrowing was very 

small. 

At the all-India leve 1, in 1961-62, the share of the 

institutional agencies was a aere 18.70 ~rcent in total 



46 

cash loan borrowing. Out o~ this, co-operatives were 

providing 15.50 percent, comnercial banks a mere 0.60 

percent and the government was supplying 2.60 percent. 

The states in which institutional agencies were 

contributing a higher percentage than the all-India 

average were Maharashtra, I<arnataka, Gujarat, Punjab, 

Orissa, Tamil Nadu. :rhe state in which the Inst~t utional agencies 

were providing a lower t::ercentage of credit than tl'lit 

all-India dWrage were Kerald, Andhra Pradesh, Jammu 

and Kashmir, ~st Bengal, Assam, .Rajasthan and Bihar. 

The inter-state variationiin the distribution of insti-' 

tutional credit was high as the valU! of the co-efficient 

of variation stood at 59.44. 

Table 2.2 follows ••• 



Regions 

States with 
more than 
The All-India 
Average 

With less 
than the 
All-India 
Average 

Institutional 
Credit Age ncie s 

Maharashtra, 
l<arnataka, 
Gujarat, 
Punjab 
Orissa, Tamil 
Nadu, Madhya 
Pradesh and 
Uttar Pradesh 
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Table ~·~ 

Co-o~rati ves 

Mahar ash tr a, 
Gujarat 
I<arnataka 
Madhya Pradesh 
Orissa 
Uttar Pradesh 
and 
Tami 1 Nadu. 

- - - - - - - - - - - - - - - - - - -
Ke r ala, Andhr a 
Pradesh, Jammu 
and Kashmir, 
West Be nga 1, 
Assam, Rajasthan 
and Bihar. 

Andhra Pradesh, 
.l<'erala, Jammu & 
Kashmir, Punjab, 
West Bengal, 
Rajasthan, 
Bihar and 
Assam. 

- - - .. - - ""' -
Comrrercial 
Banks 

¥er ala, 
Andhr a Pradesh 
Tami 1 Nadu 
and 
west Bengal 

Government 

Mahar ashtra 
Karnataka 
Assam 
Orissa 
and 
Tami 1 Nadu. 

- - - - - - - - - - - - - -- -
Uttar Pradesh 
Madhya Pradesh 
Jammu and 
I<a shmir, 
Maharashtra, 
and 
Rajasthan 

Madhya Pradesh 
Punjab, 
West Bengal 
Gujarat, 
Bihar, 
Rajasthan & 
Andhra 
Pradesh. 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - --
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From Table 2.2 it is clear that in 1961-62, 

there were seven states in which the share of the 

co-operati.,e agencies wds greater than that of· the 

all-India average. The highest ~rcentage of co-op!'Jrative 

credit was available in Maharashtra ( 38.30%) and the 

lowest :rercentage was given in Assam ( 1.70%) • The 

interstate variationsin the distribution of co-op9rative 

was high as is clear by the value of the co-efficient of 

variation ( 65 .25) • 

The contributions of the government as an 

institutional agency in the rural credit marlet were 
\ 

next to the co-operatives. At the all India level, 

the government provided 2.60 percent of the total agri

cultural credit in 1961-62. There were five states in 

which the share of the government was higher than the 
\ 

all-India average. The highest ~rcentage of credit from 

the government was available in t1aharashtra ( 8 .30%) 

and the lowest ~rcentage was given in Andhra Pradesh 

{O .so%) • The degree of inequality in the distribution 

of credit from the government was also very high as the 

val\J! of the co-efficient of variation stood at 80 .46. 

Commercial banks were contributing a very small 

:rercentage of credit in all the states. In l<erala, 

they ,..ere supplying 4 per cent of the total credit. In all 

other states, 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 shar• of the 

non-institutional agencies in the total cash loan borrowing 
I 

stood at 7 8.30 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 substantial share to the 

rural p!ople that stood at 12.56 percent. 

The agriculturist money-lenders were the most P91werful 

ones in 1971-72 also. At the all-India level, they ..,..ere 

contributing 19.06 percent of the total credit. The 

top 5 states with high percentage share of cr~di t from 

this source were Bihar, Andhra Pradesh, l<arnataka, Tamil 

Nadu and Orissa. The bottom 5 states we.re Jammu and Kashmir 

Guj a rat, Punjab, I<er ala and Himachal Pradesh. The 

position of professional rooney lenders stood next the 

agriculturist 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 agencywere Jammu and Kashmir, Punjab, Gujarat. 
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Table 2 .J 
Percentage Distribution of Cash Ioan Bo{rowil'Ja During 1971-7 2 

{ Aqa ncy-wi se) 
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - ~ - - - - - - - - - - -

Sl .No o States Govt. Co-op 
erati
ves 

Com. 
Banks 

Land 
l<:>rds 

Agri
cultu
rist 
M.L* 

Prof. 
Money 
lenders 

Tra
ders 

Rela
tives 
&Frie
nds 

Total 
Inst
Agen
cies 

Total 
Non
Inst. 
Agenci.:!! ~: 

1o 

2o 

3o 

4o 

s. 
6 .. 

7 0 

8o 

9o 

10 0 

11. 

12. 

13c-

14 e 

lS. 
16. 

17. 

Others 

- - - - - - - - - - - - - - - - - - - - - - - - - - - ~ - - - - - ~ - - - - - - ~ - ____ .. __ 

Andhra Prada sh 0.86 

Assam 3.14 

Bihar 6ol2 

Gujarat 3 .os 
Haryana 1.24 

Himachal Pradesh 11 .. 89 

Jammu & 
Kashmir 

Karnataka 

~<era1a 

Madhya Pradesh 

Maharashtra .. 
Orissa 
Punjab 

Rajasthan 

Tamil Nadu 

Uttar Pradesh 
west Bengal 

Al,l India 

c .v. 

0.45 

1.45 

1.86 

2-00 

3.31 

3e99 

1.71 

0.64 

2-71 

5.37 

10.38 

3.14 

89.65 

7 c-30 

8.,80 

4.04 

36.25 

15.08 

14.43 

5.84 

14.34 

29.94 

18.52 

31.15 

16.38 

29.34 

3.00 

19.77 

10 ~eo 

6.23 

16.66 

62.7 5 

1.93 

0.47 

0.19 

2.71 

7.07 

1.07 

2.07 

3 .,1 

3.96 

0.96 

1.55 

1.16 

0.56 

1.90 

78,7 2 

12.20 

2·40 

10 .23 

0.92 

10.43 

5.42 

0.22 

13.37 

1.46 

2.38 

3.25 

9.46 

5.94 

1.13 

11.28 

35.84 

9.83 

40.38 

2.61 

18.22 

8.21 

0.28 

32.15 

7 .23 

16.82 

8.48 

25.71 

6.83 

19.38 

25 .eo 
3 .7 3 ' 20 .56 

3 .o 5 11.36 

5 .83 19 .o 6 

9.99 

14.19 

13.10 

s.oo 
14 o55 

11.55 

3.07 

12.71 

11.07 

29.14 

5.16 

12.44 

4.48 

23.95 

13.41 

26.42 
13.13 

15.64 

18.31 4.39 

15.56 29.42 

2.91 8.63 

26.99 12 .37 

19.27 5 .so 
12 .eo 22 .54 

47 o57. 38 .sa 

5.24 10o43 

9 c-OO 14.41 

19 o51 5 o62 

10 .48 12 .sa 
1.46 13.19 

22 .52 19 .71 

31.07 4.23 

4.23 4.40 

7 .70 12.68 
8o32 23.51 

14 .47 10 .7 2 

9.20 

16.18 

14 o52 

9 .?.,8 

13 .. 46 

13.15 

3.74 

7.58 

18.00 

4.99 

23.52 

13.96 

S.S1 
15.65 

16.85 

ll.S4 
17 .41 

12.56 

10 .o9 

12.41 

10.12 

42.33 

18.57 

26.32 

6.53 

18. so 
38.82 

21.59 

36.53 

23.7 8 

35 oO 1 

4. 60 

24 .o3 
17 .33 
17 ol7 

21o70 

51.7 3 

89.91 

fr7 • 59 

89.79 

57 .. 67 

81 .. 43 

7 3.68 

9 3 o47 

81 .so 
61.16 

7 8 o41 

63.41 

7 6.22 

64.99 

9 5.40 

75 o97 

82.67 
82.83 

78.30 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Sources All-India Debt and Investment Survey 1971-72, RBI, Bombay. 

* Money-Lenders .. 
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Maharashtra and Andhra Pradesh. Traders were supplying 

14.47 percent of the total credit at the all India Ieve 1. 

They were contributing more than 20 p!rcent of total credit 

in Jammu and Kashmir, Rajasthan, Gujarat and Punjab • 

.Relatives and friends were providing trore than 20 percent 

of credit in Jammu and Kashmir. Assam, wf!st Bengal 

and Himachal Pradesh. CJ:Etdit from 'ether so'..lrces• was 

substantial in Maharashtra, Verala, west Bengal, Tamil Nadu., 

Assam and Rajasthan. In Kerala and Jammu and Kashmir. 

the share of the moneylenders was small. In Kerala it 

was because of the presence cf a strong institutional 

credit base whereas in Jammu and Kashmir, the highest 

~rcentage was provided by the traders, relatives and 

friends. In Maharashtra, Punjab and Guj arat, the position 

of the money lenders was weak due principally to the 

presence of the strong co-operative organisations. 

At the all-India Ieve 1, in 1971-7 2, the share of the 

institutional agencies was 21.70 percent of the total 

cash loan borrowing cut of which the cooperatives were 

providing 16.66 percent, the govern~nt 3.14 percent and 

the comnercial banks were supplying 3.14 percent. The 

states in which institutional agencies were contributing 

a higher parcentage 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 pe~centage 

of credit than the all-India average were Madhya Pradesh, 

Haryana, Karnataka, Uttar Pradesh, west Bengal, ASSam, 

Bihar, Andhra Pradesh, Jammu and l<ashmir and Rajasthan. 

The highest percentage of institutional credit was given 

in Gujarat (42.33%) and the lowest p!rcentage was given 

in Rajasthan (4.60%) The inter-state variationsin the 

distribution of institutional credit was not high as the 

value of the co-a fficient of variation was 51.7 3. 

The contributions of the different institutional 

agencies at the state level has been presented in Table 2.4 

Table 2.4 follows •••• 
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Tgble 2.4 

RegiQn§. Accordi_ng to Sh~~...Q.f. Different I nsti tt.!t.L.onal AQE:ilciei.J 197l,.-7 2L 

Regions 
- - - - - - - - - - - - - - - -
Institutional 
Credit 
Agencies 

Co-operatives 

~ - - - - - - - - - - - - - - - - - - - - -
States with 
more 
than the 
All-India 
Average 

States 
with 
Less than 
the 
All-India 
Averacp 

Gujarat, 
Kera la, 
Maharashtra, 
Punjab, 
Himachal 

Pradesh, 
Tami 1 Nadu 
and Orissa. 

Madhya Pradesh 
Haryana, 
l<arnataka 
Uttar Pradesh 
West Bengal 
Assam, Bihar 
Andhra Pradesh 
Jamnu & 
Kashmir, 
and Rajasthan· 

Gujarat, 
Haharashtra, 
Kerala, Punjab, 
'l' ami 1 Nadu 
and 
Madhya Pradesh. 

0 ri sS a, Haryana 
Himachal 
Pradesh, 
Karnataka 
Uttar Pradesh . 
Assam, Andhra 
Pradesh, '~st 
Bengal 41 Jammu & 
Kashmir, Bihor 
and Rajasthan. 

- - - - - - - - - - - - - - - - - - - -
Comrre r cia 1 
Banks 

Kerala, 
Punjab, 
Karnataka, 
Mahar ashtr a, 
Gujarat, 
Haryana, 
Maharashtra and 
Andhra Pradesh. 

Tami 1 Nadu, 
Uttar Pr a de sh 
Madhya Pradesh 
Jammu & Kashmir, 
west Bengal 
and Assam. 

Go~rnmer\t 

Himachal Pradesh 
west Bengal, 
Bihar, uttar Pradesh 
Orissa, 
and Maht:ashtra. 

- - - - - - - - - - -
Gujarat, 
Tamil Nadu 
Madhya Pradesh, 
¥erala, 
Punjab, 
I<ar nat aka., 
Haryana, 
Andhr a l?rade sh 
Raj ast han and 
Jammu & Kashmir .. 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
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From Table 2 .4, it is found that there -were 6 

states in which the share of the co-o~rative agencies 

w~s greater than that of the all-India average. The 

highest ~rcentage of credit was given in Gujarat (36.25%) 

and the lowest percentage was given ,R in Rajasthan (3.00%). 

The interstate variati.onsin the distribution of co-op!rative 

credit was high as was clear by the value of the co-effi 

co-efficient cf vari.ations-(62.75). The contribution of 

the <;JJvernment as an institutional agency in the rural 

credit marl<et was next to the co-o~ratives. At the all

India level, the govemment provided 3.14 p9rcent cf the 

total credit in 1971-72. The six states in which the share 

of the gJvernment was higher than the all-India average 

\lilt!re Himachal Pradesh, west Bengal, Bihar, Uttar Pradesh, 

Cri ssa and Maharashtra. In Assam, the share of the govern

ment was saiTII! as that cf the all-India average (3.14%). 

The government was contributing the highest :r;ercentage of 

credit in Himachal Pradesh ( 11.69%) and the lowest ~rcentage 

in Jammu and Kashmir. The degree of inequality in the 

distribution of credit from this source was also high as 

the co-efficient of variation stood at 89.65. 

The commercial banks W!re contributing a very small 

p!rcentage of credit in all the states. In Kerala, they 

were supplying 7.07 percent. In the remaining states, 

their contribution was less than 4 percent of the total 



55 

credit. The lowest p!rcentage of credit was given in 

Jammu and Kashmir (O .19%) • 

1981-82:. 

In 1981-82 at the all-India 1eve 1, the share of 

the non-institutional agencies in the total cash loans 

borrowing stood at 34.1 J:,ercent. The agriculturist money 

}enders were contributing 8.6 percent followed by professional 

rnorey lenders (8.2%) landlords (4.0%) and t.taders (3.4%) 

The re 1ati ves friends and others contributed 14 .6 p!rcent 

of the tcta1 loans at the all-India level in 1981-82. 

Table 2.5 further z:eveals that the agriculturist 

money lenders contributed significantly (g.reater than 

the national average share of 8.6%) tc total supply of 

credit in the states of Bihar, Tami 1 Nadu, Uttar Pradesh, 

Andhr~ Pradesh and Rajasthan. Thus it indicated 

how the relatively better off farmers in these regions 

tended to invest their surplus res:>:.u-ces in usuri.ous money

lending rat.'l1er than in modern technical inputs. Similarly 

in the states of Madhya Pradesh, Rajasthan, Tamil Nadu 

and Uttar Pradesh, al:::Out 12 to 16 percent of the total credit 

,tequi.tements were met from professional money lenders. 

Traders were constributing significantly in Jammu and 

Kashmir and Landlords in Bihar ( 11. 5%) and Andhra ( 10 .9%) •. 



- - . - - ---- --- -.--- - ---.-- -s 1 .No. 

1 • A.ndhr a Pr a de sh 

2. Assam 

3. Bihar 

4, Gujarat 

~. Haryana 

6. Himachal l'radash 

7 • ~ ammu & Kashmir 

e. l<arnatal<a 

9 • l<er ala 

10. Madhya Pradesh 

11. Maharashtz:a 

12. Orissa 

13. f unj ab 

14 • Rajasthan 

15. T ami 1 Nadu 

16. Uttar Prajesh 

17. west Bengal 

All lndil:l 

c .v. 
- - - - - - - - - -

Co ~p!:r a- Com. Govt. 
ti ves Banks 

20.2 

8.2 

7 .4 

34 .o 
32.6 

54.8 

46.7 

21.4 

16.4 

21 .a 
21.1 

24 .o 

28.7 

18.3 2 .4 

16.8 6.8 

29.6 9.4 

14.3 2 .o 

31.1 5 .o 

37.1 7.5 

31.5 

26,7 4.9 

21 .4 7 .e 

43.6 8.9 

23.6 0.9 

12.8 3.6 

29 .e 5 .o 
32.4 9.5 

28.0 

35.29 49.50 

Land 
Lords 

10.9 

o.5 

0 .4 

0 .1 

o.1 
2.4 

o .e 

1.0 

2.7 

4.9 

4.7 

2.6 

1.2 

4 .o 

- -- - - - - - - --- - - - . - - - - - -
Agricu
lturist 
Money 
lenders 

1.1 

18.8 

.1.1 

1.2 

6.0 

o.1 

1.3 

4.7 

9.6 

15.1 

14.4 

8.6 

Profe- Traders 
ssion-
al Money 
lenders 

9.6 

3.8 

1.6 

9 .o 

4.2 

0.6 

3.5 

15.4 

1.3 

5.8 

4·4 

16.3 

12.9 

12.1 

5.1 

8.2 

1.5 

1.3 

6.6 

o.6 
1.3 

Z7 .4 

0.9 

1.4 

4.5 

o.8 
3.5 

s.o 
4o3 

4.3 

5.3 

3 .4 

Other 
sourc
es 
incl. 
rela
tives& 
trends 

62.6 

16.1 

17 ·9 

7. 3 

16.3 

5.3 

9.4 

6.6 

9.1 

24 .o 
18.8 

13.2 

11 .a 

14.6 

I nstl.
tuti
onal 
Agen
cies 

30.5 

47.2 

70.1 

i 5.7 

7 4 .s 
4 3.5 

7 8.5 

66.3 

86.4 

81.9 

7 4.1 

40.9 

44.2 

55 .l 

65.9 

61.2 

27 .4 5 

Sotll"cea Naticnal Sample survey, 37 15 Round, Re{:Ort No. 322 Pp. 154-17"8. 

Non
Insti
t uticna 
Aqencie 

59 .l 

69.5 

52.8 

:24.3 

25.5 

56.5 

2 i .s 

33.7 

13.6 

25.9 

59.1 

55.6 

44· .. 9. 

38.6 
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Relatives, friends and ethers were providing more than 

20 percent of credit iri the states of Assam, Jammu and 

Kashmir and Raj asthan. 

At the all-India leve 1,. in 1981-82,. the share of 

the institutional agencies was high at 61.2 percent of 

total loans. The cooperatives were supplying 28.7 

~rcent,. followed closely by commercial banks (including 

RRBs) 28.0 ptrcent and Government 4 .s ~rcent. The states 

in which the institutional agencies -were supplying a greater 

~ rcentage share than the all-India average were Maharashtra,. 

Orissa,. ~rala,. Karnataka, Haryana,. Himachal Pradesh,. 

Punjab,. Gujarat,. Madhya Pradesh and west Bengal. The 

highest J,:Srcentage of institutional credit was given in 

Maharashtra (86.4%) and the lowest percentage was given 

in Assam (30.5%). The inequality in the distribution of 

institutional credit. among the states was less as shown 

by the valtj! of the co-efficient of variation. 

The contributions of the different institutional 

agencies in total credit at the state level has been 

presented in Table 2.6 

Table 2.6 follows •••• 
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Table '' 6 

Regions Acgording to Shcare of Different Institutional Agencies (1981-82) 

Regions 

States 
with 
more 
than the 
All-lndia 
Avera~ 

~tates 
with 
less 
than 
All-India 
Average 

- - - - - - - - - - ~ - - - - - - - - - - -
I nsti t utiona 1 Co -oJ_:e rati ve s 

Credit 
Comrne rei al 

Banks 
Agencies - ~ ~ - - - ~ - - - - - - - - - ~ - ~ - - - - - ~ - - - - - ~ 

Maharashtra, 
Orissa, Kerala 
Karnataka, 
Haryana, Himacha 1 
Pradesh, Funjab 
Guj arat, Madhya 
Pradesh, and 
west Bengal 

Uttar Pradesh, 
Bihar, Tami 1 
Nadu, Jammu & 
& Kashrni r 
Rajasthan 
Andhra Pradesh 
and Assam. 

Maharashtra 
Gujarat, 
Orissa 
Himachal Pradesh 
¥erala and 
Madhya Pradesh 

Tamil Nadu, 
Gujarat 
Karnataka 
west Bengal 
Haryana 
Punjab, Uttar 
Pradesh, Andhra 
Pradesh, Rajasthan 
Bihar, Jammu & 
Kashmir and 
Assam. 

Karnataka, 
Haryana, 
Punjab 
l<"erala 
we st. Bengal 
Madhya Pradesh 
Jammu & Kashmir 
Bihar 
Uttar Pradesh 

Orissa 
Maharashtra 
Himachal 

Pradesh 
Rajasthan 
Andhra Pradesh 
Assam, Gujarat 
and 'l'ami l Nadu 

Government 

____ ...... _ 

West Bengal 
Bihar, Punjab 
Orissa, 
l<"erala, P..imachal 
Pradesh, Assam 
Haryana, uttar 
Pradesh, 
Jammu & Kashmir 
and Maharashtrao 

Tami 1 Nadu 
Karnataka 
Andhr a 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 of Assam. Bihar, 
of 

Jammu and Kashmir, the p!rcentage shares t.. co-op!rative 

ere di t -were found to be comparati-ve ly very low, i .e • 

less than 10 percent of total credit. The commercial 

banks including the RRBs, ~re 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 also very less as the value 

of the co-efficient of variation was 35.29. Government 

was supplying the highest percentage of credit in wast 

Bengal (9,.5%) and the lowest 'Percentage in Rajasthan 

(O .9%) 

TemfS?r al Change ll' 

In 1961-62, at the All India level the non

institutional agencies 9ave .81.30 percent of total credit. 

The ~rcentage 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.r?., Orissa, Punjab, 

Tamil Nadu and Wiest Bengal. The states in which the share 
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of the non-insti t utiona 1 agencies dec lined were Assam, 

Bihar, Gujarat, Kerala, M.F-. 17 Orissa, Punjab, Tamil 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 dte to the increasing 

share of the co-operatives in total credit except in 

Orissa where the share of the co-o~ratives declined 

but share of the comfl"ercial banks increased. In 1981-82 

the share of the non-institutional agencies declined 

from 78.30 p:!rcent {1971-72) to a mere 38.8 percent 

at the All India level. 

in all the states. 

I~t was also declined significantly 

At the all-India level, the share of the Institutional 

agencies in total credit increased from 18.70 percent in 

1961-62 to 21.70 p!!rcent in 1971-72. However, this increase 

was very sma 11. It sho~d that the insti tutiona 1 agencies 

failed to make a dent in the rural credit market during 

the 1st decade. But duri rg the second decade • the insti

tutional agencies made significant trogress. In' 1981-82 

these agencies were contributing 61 .2 percent of credit 

as against 21.70> percent in 1971-72. The shares of the 

institutional agencies increased in all the states and tl"E 

inter-state variationSi n their di atribution dec 11 ned. 
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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 • G uj ar at. Ke r ala, Madhya Pradesh, 

Punjab, Tami 1 Nadu and west Bengal. In the second decade, 

the share of the co-operatives increased significantly 

not only at the all-India !eve 1 but also in all the 

states except Punjab where it declined from 29.34 

percent to 21.4 percent. The inequality in the distri

bution of co-oper~ti ve credit also declined in 1981-82. 

During the first decade, the share of the comrrercia1 

banks improved marginally from 0 .60 p!rcent to 1.90 ~rcent 

at the all-India level. But in the second decade, the 

percentage share of commercial banks including RRBs in 

total credit was very high. i.e. 28.0 percent, which 

was very almOst eqU&l to the share of the co-operatives. 

The comrrercial banks also improved their share in agricul

tural credit of all the states. Thus, the nationalisa

tion of the commercial banks and setting up of the RRBs 

in rural are as was a big success and the vast majority 

of the rural ~pulation received a significant t:ercentage 

of their total credit from these institutions. 

2.4 Share of the Co=:ae=rativetl. in Total Inat.,itq,1;Jona1 
Credit to Agriculture; 

It is now proposed to study the share of the insti

tutional agencies in total 'institutional credi t• .tie 

\ 
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to agriculture and the changes that had taJ<en place 

in their contributions during the last 20 years, 1 ~ •· 

from 1961-62 to 1981-82. The role of the RRBs has been 

considered only for 1981-82. 

Table 2.1 shows the p:~rcentage share of the co-op!rati ve 

societies in total institutional Credit during the three 

time periods. 

TABlE 2.7 

Share of the _92,-oJ2!ratives in 'total InttitutioJN.LCreQ.1t 

States 

- - - - - - - - -
Andhra .Pradesh 

Assam 

Bihar 

Gujarat 

Haryana 

Himachal Pradesh 
Jammu & Kashmir 

I<arnataka 

¥erala 

Madhya Prad=sh 

Maharashtra 

Orissa 

?unjab 

Rajasthan 

Tamil Nadu 

uttar Pradesh 

west Bengal 

All India 

c.v. 
- - - - ------

Co-op:trati ve Credit As a Percentage of 
Total Institutional Credit. 

1961-62 1971-72 1981-82 

- - - - - - - - - - - - - - - - - - -
86.39 7 2.35 51.61 

27.42 70.91 42.49 

7 2.22 40.06 42.18 

95.89 85.66 72.2:7 

X 81.21 62.05 

X 54.82 60.11 

98.28 90.20 49.70 

7 5.46 77.51 55.00 

70 .oo 77.12 66.71 

92.06 85.78 62.35 

a2 .o1 85.27 74.10 

79.81 68.88 62.56 

41.67 83.80 49.51 

40.85 65 ."22 61o00 

80.88 82.27 52.95 

87.83 62.32 56.41 

7 2.84 36 .. 28 52.26 

82.89 76.77 59 .os 
27 .. 68 21.40 15.51 

- -- - - - - - - - - - - - - - - - - - -
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Table 2 • 7 co nt • d 

Sour£E!' 

1) All-India Rural Debt and Investment Survey 

1961-62, RBI, Bombay. 

2) All India Debt and Investment Survey, 

1971-72, RBI, Bombay. 

3) Statistical Statements relating to co-operative 

movement in India. 

4) Re!X)rt on Currency and Finance, 1984-85, 

Vol. II, Statistical Statements. 

Notes 0 ut:standi ng credit of the PACs, total outstanding 

loans of the Primary and Central Land Deve lopnent 

Banks to indi·viduals and outstanding credit of the 

Central Co-o:perati ves 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 sha~ of 

the co-operatives declined to 76.77 percent in 1971-72 and 

to 59 .os percent during 1981-82 at the all India leve 1. 

The declim in the shaxe of the co-oJ;Srative societies 

is dl!! to the entry of the conmercial banks into the 

rural are as after the nationali sation 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 ~riods. The position of the states according 

to the percentage share of co-operatives to total 

institutional credit has been shown,! in Table 2.8. 

Regions According to Percentage of Co-operative 
C.r:edi t to Total Institutional Credit to Aaricult\ll.'! 

• 
- - - - - - - - - - - - - - - - - - - -
Percentage 
Group 

Be low SO% 
(low) 

STATES - - - - ~ - - - - - - - -
1961-62 1971-72 

Ass am., :Punjab 
and Raj a sthan 

Bihar and 
west Bengal 

-------
1981-82 

Assam, Bihar, 
Jammu & Kashmir 
and Punjab. 

- - - - - - - - - - - - - - - - - - - - - - - - - ~ - - -
SO% to 75% 
(Hedi \rn) 

Above 7 5% 
(High} 

Bihar, }(erala 
and west 
Ben-gal 

Andhra Pradesh 
Assam, P.J.machal 
Pradesh. Orissa 
Rajastl'-an & 
Uttar Pradesh 

Andhra Pradesh Gujarat, Haryana 
Guj arat1 "T & K J&K, l<arnataka 
Karnataka, ~rala, M.F., 
M.F., Maharashtra Maharashtra, 
Orissa, 'l'ami 1 Punjab and 
Nadu and U .P. Tamil Nadu 

Andhra Pradesh 
Guj ara.t, Haryana 
Himachal Pradesh 
Karnataka, 
J<era14l, M.P. 
M~harashtr~•
~rissa, R4ljasthan 
T ami.l Nadu, U .F., 
west Betngal. 

- - - - - - - - ~ 

NIL 

- - - ~ - - - - - - - - - - - - - - - - - - - - - - - - -
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In 1961-62, there were 9 states in the high },::8rcentage 

region where the co-ox:eratives were contributing more 

than 7 5 percent of total institutional credit. These 

states ,.,ere Andhra Pradesh, Gujarat, Jamnu and Kashmir, 

Karnataka. Madhya Pradesh, Maharashtra, Orissa, Tamil Nadu 

and Uttar Pradesh. Three states, namely Bihar. I<erala 

and west Bengal were placed in the medi un percentage 

region where the shares of the co -oterati ve s were bet.._.een 

50 t:ercent to 7 5 percent. Assam, Funjab and Rajasthan 

be-longed to low percentage Region, since the contributions 

of the co-oparatives -were below so per cent in these states. 

In 1971-72, there were 9 states in the high percentage 

group. These states were Gujarat, Haryana, Jammu and 

Kashmir, I<arnataka, Ker ala, Z...adhya Pradesh, Maharashtra, 

Punjab and Tamil Nadu. Andhra Pradesh, Ass~. Himachal 

Pradesh, Orissa, Rajasthan and uttar Pradesh belonged 

to the medi t.m percentage group. Two states, namely Bihar 

and west Bengal were placed in the low percentage group 

in 1971-72. The- highest parcent;age of co-operative CJ;"edit 

was given in Jammu and Kashmir ( 90 .20%) and the lowest 

percentage was available in west Bengal (36.28%). 

The degree of inequality in the distribution of co-operative 

credit was less as the valU! of the co-efficient of variation 

was 21.40. 
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In 1981-82, there was no state:- in the high p!rcentage 

group. By the end of 1982, the commercial banks and RRBs 

had entered the rural money marlet in a big way and reduced 

the share of the co-op:!ratives in total institutional 

credit to agriculture. During this time 13 states were 

placed in the rnediun p!rcentage group. Assam, Bihar 

Jammu and Kasr..mir and Punjab be-longed to the low percentage 

group. The inequality in the distribution of co-operative 

credit among the states had gone down significantly as 

the co-efficient of variation was reduced to 15 .51. 

The highest rercentage of co-operative credit was available 

in Maharashtra (74.10%) and the lo-west parcentage was 

gi ve n in Bihar ( 4 2 .18%) • 

Temror al Changes~ 

The changes in the percentage of the co-operative 

credit to total institutional credit during these three 

time periods can be shown by s1.111mary table 2.9 

Table 2.9 fc llows •••• 
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SWlmary Table 2 •2. 

Percentage of Co-operative Credit to Total Institutional 

Credit to Agriculture 

- - -- - ------- - - - - - - - - - - - - - - - - - - - - -
1961-62 1971-72 1981-82 

- - - .. - - - - - - - - - - - - - - - - - - - - - - - - - - -
1) All India Average 82.89 7 6.77 59 .os 
2) Range between which 

different states fall 27.42 36.28 42.18 

to to to 

98.28 90.20 74~10 

3) Inter-state Differences 27.68 21.40 15.51 
(c .v .) 

4) Number of States 
in different Regions 

a) Low 3 2 4 

b) Mediun 3 6 13 

c) High 9 9 0 

- - - - ~ - - - - - - - - - -
During 1961-62 and 1971-72, the share of the co-operatives 

increased in 7 states. These states were Assam, I<arnataka, ¥erala 

Maharashtra. Punjab. Rajasthan and Tami 1 Nadu. In the subsequent 

decade. the share of the co-ox;:eratives in total institutional 

credit declined in all the states except two states, narre ly. 
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Himachal Pradesh and west Bengal. 

In 1961-62 and 1971-72, Jammu and Kashmir was 

getting the highest ~rcentage of co-o~rative credit, 

but it was placed in the low p!rcentage region in 1981-82, 

Assam was getting the lowest p!rcentage of co-op!rative 

credit in 1961-62 and its position improved in 1971-72. 

But again it was placed in the low-percentage group 

in 1981-fQ • During the 20 years, the iD!!quali ty in the 

distribution of co-operative credit as a ~rcentage 

to total institutional credit among the States had declined 

as shown by the valU! s of the co-efficient of tt:e 

variations. 

It is noted that during the first decade, the 

share of the co-operative credit increased in these 

states which got a low p:!rcentage in 1961-62 and vi~ 

versa. Assam, Punjab and Rajasthan were getting a low 

percentage of co-operative credit in 19 61-62, bt.It the 

shares increased significantly in these states in 1971-72. 

0 n the other hand, Jamnu and Kashmir, Gujarat and U .F. 

were getting a high p!rcentage share of co-operative 

credit in 1961-62 that declined in 1971-72. This trend 

is also observed tetween 1971-7 2 and 1981-82. 'l'wo 

factors may be responsible for this trand. Firstly, the 

states with weak co-operative socie.ties might have 

re-organised and strengthened the co-operative stru::tw:e 

which accounted for a higher p!trcentage of credit in these 

states. SecOndly, states with a develop!d co-op2rative 
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structure might have reached a plate·u and the share u.. 

of the co-op!ratives had declined because of the entry 

of the comnercial banks and RRBs into the rural credit 

structure. 

2 • 5 Share of Comma rei a 1 _B_ctnks • Credit to 
Total Insti~tional Credits 

Table 2.10 shows the percentage share of comrrercial 

banks' credit to total institutional credit for the 

three time periods. 

·r able 2 .10 to llows ••••• 
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Share ot .<:;.o~?-~ciql Banks' Credit to Tota,!, 
Insti ty.tional Credit to Agriculture 

---------------- _,_----
s 1. No. States 1961-62 1971-72 1981-82 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
1. 

2. 

4. 

5. 

6. 

7. 

a. 
9. 

10 <> 

11. 

12 .. 

13. 

14. 

15. 

16. 

17. 

Andhr a . Pr a de sh 

Assam 

Bihar 

Gujarat 

Haryana 

Himachal Pradesh 

Jammu & Kashmir 

Karnataka 

J.(er ala 

~adhya Pradesh 

Maharashtra 

Orissa 

Punjab 

Rajasthan 

Tamil Nadu 

uttar Pradesh 

west Bengal 

All India 

c.v. 

- - - - - - - - - - - - -
Source 1 Same as in .Table 2 .. 5 

10.20 

2ol0 

23.53 

1.59 

0.21 

2.13 

5.88 

2.12 

1.23 

3.21 

133 o10 

19.13 

3.79 

7 .13 

12.12 

14.65 

18 .oa 

4.96 

5.67 

11.31 

14.34 

20.87 

6.45 

6.69 

3 .. 26 

8.76 

58.55 

40.74 

32.66 

38.04 

27.30 

34.33 

28.10 

31.04 

35.49 

25.29 

31.65 

24.72 

17.46 

50.49 

29.24 

44.10 

33.84 

38.53 

34.06 

23.14 

- - - - - - - - - - - - - - - -

1. Scheduled Comnercial 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 leve 1, in 1961-62, the comrrercial banks 

advancing only 3.21 percent of total institutional 

credit to agricultute which increased to 8.7 6 percent in 

1971-7 2 and to 34 .o 6 p!rcent in 1981-82. It shows that 

after the nationalisation of comnercial banks, their 

share in the total institutional credit to agricultw:e 

has significantly increased. 

The state 1eve 1 position for the three time p:triods 

can ~ observed from Table 2.11. 

Table 2.11 

Regions According to Percentaae of Comrrerc!~l Banks 
c,redi t to Tota 1 Institutional credit to Amicult~ 

- - - - - - - - - - - - - - -
Percentage 
Group 

1961-62 1971-7 2 1981-82 

Be low 10% 

{WW) 

Jammu & Kashmir Assam. Gujarat 
l<arnataka, M.P. J&K, M.P. 
Maharashtra, Mah~rashtra, 
Rajasthan Tamil Nadu 
Tami 1 Nadu, U .P. u .P. and 
and W .Bengal W. Bengal 

Nil 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
10% to 20% Andhra Pradesh 
(MEDIUM) 

Above 20% 
(HIGH) 

Kerala 

Andhra Pradesh 
Haryana, 
Kar:tataka 
Yerala, 
Orissa and 
_P~ia~·- ___ _ 
Rajasthan 

Orissa 

The 
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 

of the total institutional credit. In Andhra Pradesh 

the ~rcentage share was 10.20 and the J:emai ni ng 8 

states were placed in the low percentage group$. The 

lowest percentage share of comrnerci al banks• credit was 

available in Maharashtra (O .21%) • The inter-state 

variatio~in the. distribution of comnercial banks credit 

was very high since the co-efficient variation stood at 

133.20. 

In 1971-7 2, the highest share of commercial banks• 

credit was available in Rajasthan (20 .87%). Six states, 

narre ly Andhra Pradesh, Haryana, l<arnataka,. J.(e ra la, 0 ri ssa 

and Punjab were placed in the medi tr.t percentage gro'.lp. 

Assam, Gujarat, Jammu and Kashmir,. Madhya Pradesh, 

Maharashtra,. Tamil Nad:.t, uttar Pradesh and west Bengal 

be longed to the low p!rcentage group during this period. 

The lowest p!!rcentage share of comrrercial banks • credit 

was avai lable in the state of J antnu and Kashmir. The 

inter-state variation~had declined to a great extent 

and the val~ of the co-efficient of variation stood at 

58.55. 

In 1981-82" the share of the comnercial banks to 

total institutional credit has increased significantly in all 

the states. There was no state in the low perCentage group 

and Orissa was the only state which be longed to the rnedi \.1!1 
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percentage groups ( 17 .4-8%) • The remaining 16 states 

be longed to the high percentage group during this time. 

The highest percentage as comnercial banks• credit was given 

in Tamil Nadu (44 .10%) The inequality 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. 

Temporal Chanaes; 

The changes in the share of the commercia l banks 

credit to total institutional credit to agriculture 

during these three time periods can be observed from 

the summary Table • 2 .12 • 

Table 2.12 follows •••• 
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Summary 'I' able 2.12 

Percentage of Comrrercial Banks• Credit to Tota 1 

I n§.titut,iona 1 Credit to Agricultur~ 

- - - - - - - - - - - - - - -
1961-62 

- - - - - - - - --
1. All India Average 3.21 

2. Range ret ween 0.21 
which different to 
States fall 23.53 

3. Inter-state 133.10 
Differences 
(c.v.) 

4 • N\.%T\ber of States 
in Different 
Regions. 

{a) low 8 

(b) Medi tml 

(c) High 

1 

1 

-

- - -

- - -

- - - -
1971-7 2 

- - - -
8.7 6 

2·91 
to 

20 .rn 

58.55 

8 

6 

1 

- -

- -

- - - - - - -
1981-82 

- - - -- - -
34.06 

17.48 
to 

44.10 

23.14 

Nil 

1 

16 

- - - - - - - - - - - - - - - - - - - - - - - - - - -
During 1961-62 and 1971-72, the share of the comrrercial 

banks• credit increased in all the states except ¥erala 

where it went 6own from 23.53 ~rcent to 18.08 percent. In 

1961-62 Rajasthan had a very low shaxe of commercial banks• 

-

-
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credit (2.13%) but in period II, its position was 

at the top with 20 .ffl percent share. During the second 

decade the share of the commercial banks credit had 

increased in all the states. There was significant 

increase in the states of Assam, Jammu and Kashmir, 

Madhya Pradesh, Maharashtra, Funjab, Tamil Nadu, UP 

and west Bengal. However, the increase was small oor 
Rajasthan and Ori.-ssa. 

2.6 
in 

Shaxe of the RRBs tie Total Institutional Credit to 
Agriculture • 

The RRBs were inducted into the rural areas to function 

as the •r ural arms" of the comrrercial banks and serve 

the s{:ecific target group comprising small and marginal 

farmers, agricultux-al labourers, artisans and small 

entrepreneurs._ Since then, they have made corrrnendable 

progre.ss in their field of o~ration. Table - 2.11 shows 

tr..e state-wise distribution of the r:;ercentage share of 

the RRBs, in total institutional credit outstanding in 

1981-82 •. 

Table 2.13 follows ••• 
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Table 2.13 

Share of AABs to Total Institutional Credit to 

Slo No • 

- - - -
1. 

2. 

3. 

4. 

5. 

6. 

7. 

a. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

16. 

17. 

Agricultw:e ( 1981-82) 

- - - - - - - - - - - - - - - - - - - - - - - - - ~ 

- -
States 

Andhra Pradesh 

Assam 

Bihar 

Guj arat 

Haryana 

Percentage Share of RRBs 
1981-82 

- - ~ - - - - - - - - - - - - -
3.94 

10.55 

19.78 

0.43 

Himachal Pradesh 11.79 

19.26 

9.51 

J arnrnu & Kashmir 

Karnataka 

Ker ala 

M.F. 

Maharashtra 

Orissa 

Punjab 

Rajasthan 

Tami 1 Nadu 

U .P. 

west Bengal 

All India 

c .v. 

8.00 

6.00 

1.18 

X 

9.7 6 

2.95 

9.75 

6.88 

66.22 

- - - - - - - - - - - - - - - - - - - - - - - - -
Source: Re};:Ort on Currency and Finance, 1983-84 
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~·rom Table 2 .1.3, 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 top 5 states which received a higher ~rcentage 

of credit from the RRBs, were Orissa, Bihar, Jammu and 

KashnU:-r, Himachal Pradesh. and Assam and the bottom 5 States 

were Andhra Pradesh, Haryana, Tami 1 Nadu, Maharashtra 

and Gujarat. The states which were getting a higher 

percentage of credit frcm the RRBs were weak in co~~rative 

and comnercial banks' credit. Similarly the states which 

received a low percentage of credit from the RRBs were 

relatively develo~d in co-operative and comnercial banks 

c.redi t. Therefore, it can be cone luded that RRBs were 

performing their assigned role successfully. Orissa was 

getting t!"le largest share of credit ( 19 .96%) from the 

RRBs and Guj urat the smallest share (O .43%) • The 

inter- state variationsin the di atribution of percentage share 

of Credit from RRBs to total institutional credit was high 

as the value of the co-efficient of variation stcod at 

66.22. The extent of inequality was high due to the 

fact that states lile Kerala, Gujurat, Haryana, Tamil Nadu 

and Andhra Pradesh (developed 1 n terms of coop! rati ve and 

commercial banks credit) were getting a low percentage share 

f rem the RRBs. 
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2.1 S\!!!mary gf t~ findings~ 

From the above analysis, it is clear that the 

.. multi-agency approach 11 to rural credit has been :Progressing 

slowly but steadily in India. The efforts of the 

governnent to drive the exploitative private agencies 

lil<e the money lenders out of the rural money marlet 

have met with moderate s~.X:cess. Between 1961-62 and 

1971-72, their share in total agricultural credit declined 

marginally. During the second decade, the share of these 

non-institutional agencies in total credit declined 

significantly. However, it is observed that these agencies 

were dominating in Assam, Bihar, Jammu and Kashmir, 

Rajasthan and Andhra Pradesh. S~cific efforts should 
I 

be made to strengthen the institutional agenci-es in 

these states • 

It has been found that the share of co-o~rative credit 

in total institutional credit has been declining since 

1961-62, It may be due tc two factors, firstly, entry 

of the cornrrercia 1 banks into the rural a.reas and secondly> 

due to a comparatively low growth rate of co-operative 

credit in relation to that of commercial banks' credit. 

It is also noted that during the first decade the share 

of co-op2rative credit increased in those states which got 
( 

a low percentage in 1961-62 and vi~ versa. This trend is 
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also observed though to a lesser extent in the second 

decade. The strengthening of the co-o~rati ve societies 

in the weal<er states and t.~e relative stagnation of the 

societies in developed states because of the entry 

of alternative agencies ndght have accounted for it. 

During the first decade,. tJte shate of the comnercial 

banks• credit in total institutional credit increased in 

all states except ¥erala. During the second decade, the 

share of bank credit increased in all states. The inter-

state variatio~in 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 lil<e 
. ,· 

Bihar, Orissa, Jammu and Kashmir, Himachal Pradesh and 

Assam. However, the inbSr-state variations in the distri-

bution of institutional credit cannot be analysed prorer ly 

in terms of the sha.tes of the various agencies in total 

institutional credit of a state. To get a clear picture 

of it 1 supply of credit r:erhectare ~f gross cropped 

area should be considered whicl: has been tal<en up in the 

subsequent chapters. 



C H A .P T E R III 

CO-OPERATIVE CREDIT _T_O AGRICUIJl'U~ 



CHAPl'ER I I I 

C:O-OPERATIVE CR&DIT TO AGRICtmrURE 

In this chapter an attempt is being made to study the 

str'IX:tural changes in the flow of credit provided by the· 

co-operative sociei tes to the agricultural sector ax:eas 

a p!riod of 20 years, i.e. from 1961-62 to 1981-82. To study 

the pattern of change, 1961-62 has been tal<en as the base 

year, 1971-7 2 as the middle year and 1981-82 as the 

current year. It has been established in the last chapter 

that co-op!Hative credit has ass~d importance in the 

field of agricultural credit and the co-operative societies 

are acting as the nucleus of the rural credit str~ture. 

It is therefore, necessary to studl' the various changes 

·that had taken place in different as~ct of ttt8 co-o12rative 

credit. 

Here, it is proposed to analyse the following 

important as~cts of co-operative credit. 

( 1) The expansion of the co-operative societies 

in relation to villages covered popu;1ation served and 

proportion of ~Tnbership to total population of the state 

etc. 

( 2) The availability of co-operative credit to 

various states which· has:. been analysed by taKing into 

consideration the total co~perative credit per hectare of 

gross crop~d area of the respactive states. 
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3) The percentage share of different states in 

~otal gross cropped area and in total co-op!rati ve credit 

to agriculture to find out the degree of inequality in 

the di atribution of credit. 

4) The supply of credit dep!tnds upon the patterns 

of securities demanded by the various credit agencies whila 

p:-oviding it. Therefore, the security structure has b!ten 

analysed in relation to co-operative loans. 

5) The demand for credit has been studied by analy

sing the purpose-wise distribution of credit coming from 

the various co-o~rative societies. 

6) The position of the various states in relation 

to overdues has teen studied to reflect the pro~r use of 

credit for the produ:tive purposes and the repayment 

capacity of the farmers which in turn, determinerthe 
to 

further flow of creditLfa.rmers in the states. 

7) Finally, an attempt has been made to study the 

distribution of co-operative credit among the five broad 

owJWrship holding classes and to relate it with the 

parcentage distribution of area owned among the same 

holding classes. 

3.2 Coverage of the Sg-operative Credit,s 

So 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 ptrcentage to population served are considered. Other 

co-op:trative credit agencies lile the <l!ntral Co-oP'rative 

~pn~ and state Co-operative Banks have been avoided 

deliberately. Out of these three co-operative agencies • 

. the PACS operate effectilvely in the rural areas. The state 

co-operative banks and central co-operative banks act 

mainly as refinancing agencies and channelise their funds 

via the PACs. The coverage of the PACs, wi 11, thus, 

clearly reflect the coverage cf the co-o.t:erative agencies 

in the rur a 1 sector • 

Vi llaae cove re ~' 

It has been observed that at the All-India leve 1. 

75-41 ;ercent of the villages were served in 1961-62, 95.43 

~rcent in 1971-7 2 and 99.10 in 1981-82. It is clear from 

this table that by 1981 almost all the villages in India 

have reen covered by the co-op:!rative credit agencies. 

Table 3.1 shews the coverage of the PACs with respect 

to the percentage of villages served to total villages, 

the p!rcentage of population served to total population 

and the ~rcentage of members tc total population served. 
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Coming to the inter-state analysis, with resJ:8ct 

to the. villages covered, in 1961-62, only in five states, 

namely Assam, Bihar, Orissa, Rajasthan and west Bengal -

the percentage of villages served to total nt.mlber of 

villages in the States wei:e be low 70 percent • In three 

states - Andhra Pradesh, Jammu and Kashmir and Madhya 

Pradesh, the PACs had covered 70 to 90 percent of· the 

villages. In the remaining 7 states - Gujarat, Himachal 

Pradesh, ¥erala, Maharashtra, Punjab, 'l'ami 1 Nadu and Uttar 

Pradesh, the PACs had covered more than 90 percent of the 

villac;es. In 1971-72, the numb:r of States with PACs 

covering below 70 percent of the villa9!s was nil. Only 

3 states -Assam, Jammu and Kashmir 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 1981-82, 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 re low. 70 percent and 70 to 

90 percent coverage. The whole analysis has been presented 

in the Table 3.2. 

Table 3.2 follows •••• 
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Table 3 .£_ 

Percentage of Villaaes Served to Total Vi llaaes 

STATES Fercentage 
of Villages 
served 

- .. - - - - - - - - - - - ~ - - - - - - - - - - - - - -
1961-62 1971-72 1981-82 

- - - - - - - - - - - - - ~ - - - - - - - - - - - - - - - - -
Be low 70% Ass am, Bihar 

Rajasthan, Orissa, 
and west Bengal 

Nil Nil 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
70% to 90% 

Above 90% 

Andhr a Pradesh, 
Jammu & Kashmir, 
Madhya Pradesh 

Guj arat, Himachal 
Pradesh, }(erala, 
Maharashtra, Punjab 
Tamil Nadu & Uttar 
Pradesh 

- - - - - - - - - - - - - -
Population served: 

Assam, 
Jammu & Kashmir 
we.st Bengal 

All other 
states 

Nil 

All 
the 
States 

The percentage of the ];X)pulation served by the PACs 

to total village population of the States has been ta:ken 

to show the extent of service pr-ovided by the co-o{2rative 

societies in various states. At the all India level, in 

1961-62, 68.14 ~rcent of the total village population was 

served by the co-op!rative credit agencies which inc.reased 

to 91.51 percent in 1971-72 and 97.31 percent in 1981-82. 

It reveals that by the teginning of the eighties, more than 
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97 percent of the total village}~' population in India was 

served by the co-oparative credit agencies. 

In 1961-62, the t:ercentage of population served 

to total village population of the states was below·so 

p:troent only in Four states, namely Andhra Pradesh, 

Bihar, Rajasthan and Punjab. Assam, Orissa, Tami 1 Nadu 

and the west Bengal J:ecorded 59 to 80 ptrcent co-verage of 

population and. the remaining states Gujarat, Himachal 

Pradesh, Jammu and Kashmir, Kerala, Madhya Pradesh, 

Maharashtra and Uttar Prada sh recorded above 80 :percent 

coverage. Ferala recorded the highest (98.24%) and 

Andhra Pradesh the lowest (25.92%> population coverage. 

In 1971-72, the situation had changed significantly. 

Six states - Himachal Pradesh, Ferala, l"".aadhya Pradesh, 

Punjab, Tami 1 Nadu and uttar Pradesh recorded 100 tercent 

cove rage of village population. l'here was no state be low 

50 p:Brcent coverage. Assam, Jammu and Kashmir and ~1a.ha.rash

tra were placed within the range of 50 to 80 J;:ercent 

coverage of total village population. Assam showed the 

lowest pgrcentage coverage at 64.73 ~rcent. 

In 1981-82, the progress of the PACs in relation 

to population served was spictacal.ar. Thexe was no 

state l::e low 50 t:ercent coverage.gnly two states - Jammu 

and Kashmir and ~st Bengal shared 50 t:ercent to 80 percent 



86 

coverage. All the other states were placed in the b.tacl<et 

of above 80 percent coverage. As many as 11 states showed 

that 100 percent of their village J;Opulation was served 

by the PACs. 

Table 3.3 shows the };Osition of the states with .resp!tct 

to the percent;age of population served to total vi llaget 

population. 

Table 3 •l. 

Pe r£!ntqae of POEQla..1rAon SB rveg to Tota,l 

Vi 11aae Poeu1at1on 

- - - - - - - - - - - - - - - - - ~ - - - - - ~ - - - - - - ~ 

Percentage 
of Population 

STATES - - - - - - - - - - - - - - - - - - - - - - - -- -
19 61-62 1971-72 1981-82 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Be low 50% 

50% to 80% 

Above 80% 

Andhra Pradesh 
Bihar, ?unj ab 
and Rajasthan 

Ass am, Orissa 
'!'ami 1 Nadu 
West Bengal 

Guj arat, Himach
al Pradesh, 
Jammu & Kashmir 
Ker ala, Madhya 
Pradesh, Maha
rash-ra, uttar 
Pradesh 

Nil 

Assam, Jammu 
& Kashmir 
Maharashtra 

All the 
.temai ni. ng 
States 

Nil 

Jammu and 
Kashmir 
west Bengal 

All the 
remaining 
State S• 

- - - - - - - - - - - - - - - - - - - - - - - ~ - -



Coveraae of Members: 

Over the period,. the membership coverage -of the PA.Cs 

has increased significantly. In order to study this, 

the rrembers as a p;trcentage of total population served 

in the various states have been considered. In 1961-62,. at 

the all-India level, this parcentage was 7 .77 which had 

increased to 8.26 in 1971-7 2 and to 12 .o3 in 1981-82. It 

reveals that the Pf\Cs were attracting more and more members 

over the p!riod of time and trying to reach the rural 

masses. So far as the insquality in the distribution of 

members among the various states was concerned, it the 

co~fficient of variation was as high as 65.96 in 1961-62. 

But in the last two decades,. it has gone down. It has been 

reduced to 33.01 in 1971-72 and 28.20 in 1981-82. In 1961-62 

the percentage of mem...~rs to total population served was 

be lew 5 percent in five states -Assam, Bihar, Madhya Pradesh,. 

Orissa and west Bengal. aeven states stayed within the 

range of 5 percent to 10 p:!rcent. These states were Gujarat,. 

Himachal Pradesh, Jammu and Kashmir ,l<'erala,. Maharashtra, 

Rajasthan and Uttar Pradesh. Only in three states - Andhra 

Pradesh, r unj ab and Tami 1 Nad u, the percentage of me r.be rs 

to total ~pulation served was above 10 percent. 

In 1971-72, the num'ber of states, below 5 parcent 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 p:!rcent 
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group -thexe 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 

Assam (4 .so) • 

In 1981-82,. the~ was not a single state in the be low 

5 percent catec;pr¥• Six states,. Bihar,. Gujarat, ,Jammu 

and Kashmir, Madhya Pradesh,. Uttar Pradesh and west Bengal 

weze in the 5 percent to 10 percent category. In remaining 

11 states,. the p!rcentage of merrbers to tot~l population 

served w~ mo.te than 10 :a::ercent. The membership percentage 

was the highest in Andhra Pradesh (19.50) and lowest in 

west Bengal 

to coverage 

Member:~ 

Percentage 
Group 

( 6 .40) • 'l'he position of the States 

of members has been shown in Table 

Table 3.4 

a§ a )lE! rce nts.£@ to To~l i-'o:e~lfatiQn 

STAT .E S 

1961-62 1971-72 

with respect 

3 ~4. 

se~d 

1981-82 
- - - ~ - - - - - - - - - -
Be low 5% 

5% to 10% 

Above 10% 

Assam,. Bihar,. 
M.P., Orissa,. 
West Bengal. 

Assam Ni 1 

- - - - - - - - - - - - - - -
Gujarat, Himachal Andhra Pradesh Bihar 
Pradilsh, Jammu & Bihar,. Gujarat Gujarat 
Kashmir. I<erala,. Haryana. Jammu & Jammu & 
Maharashtra,. Raj as- I<ash.onir,. Karnataka Kash.-ni r 
than,. uttar Pradesh ~rala, M.P., M.P. 

- OrisSa,. Rajasthan uttar Pradesh 

Andhr a Pradesh 
Punjab,. Tamil Nadu 

Uttar Pradesh, & west 
west Bengal Bengal 

Himachal Pradesh 
Naharashtr a,. 
Punjab. Tamil 
Nadu 

The remain
ing 11 
states. 

- - - - - - - - - - ~ - - - - - - - - - - - - -
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lt is observed from the study that the coveraqa 

of ma~rs as a percentageof total p::>pulation was not as 

bright as it was rr..ade out with res~ct to the coveraqa of 

the villages and population. Therefore, spilcial efforts 

should te made to increase the membership of the effective 

societies. 

3.3 Total Co-oterative Credit to Agriculture: 

One now proceeds to study the pattern of flow . 

in total amo~t of credit corning from the co-operative agencies 

and the changes taking place in this pattern over the past 

twenty years ( 1961-1981) • To find out the total amC>unt of 

credit, the amount of loans and advances made by tre two 

imp::>rtant co-operative agencies like the primary agricultural 

co-op3rative societies.and primary Land Developnent Banks 

are ta~n into consideration. The O!ntral Co-ox:erative 

Banks and State Co-op:lrative Banks have been completely 

igoored to avoid any duplication in estimating the total 

amO·unt of credit. Of course, they eo 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 RBI do not Irovide any information as to how m~.X:h 

of these total credit advanced by the sa two i ns·ti tutions 

goes to the ~rimary Societies and how much to the individuals. 

Thus, in the absence of separate and accurate data, the 

addition of the loans advanced by the SB two institutions ~ 
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with those provided by the primary socities at the village 

level to the far~rs directly will lead to overestimation 

long-term credit to farners comes from centra'-1 I.e.nd 

Developnent Banks and Primary Land Developnent Banks (pre-. . 
viously Land Mortgage Banks), O_n the same ground, the loans 

provided by the Central land Developnent Banks are not 

conside.ted. · Thus, to find out the level of total co-operative 

credit two primary level organisations Uke the PACs and 

PIDB• are considered. To facilitate inter-state compamisons 

in the leve 1 of credit, credit p:tr hectare of gross crop~d 

area has b:ten considered. Table 3 .s shows the distribution 

of per hectare availability of co-o~rative credit among 

the different states •. 

At the all-India leve 1, in 1961-62, the ~r hectare 

(of Gross Crop~d A .tea) ere di t avai labi 1i ty was only at 

~. 16.00. It has increased toRs. 48.00 in 1971-72 and to 

R3. 149.00 in 1981-82. lt is, thus, clear that fer hectare 

cre_dit at the all-India level had increased by around ten 

times bet-ween 1961 and 1981 .. During both the decades, it 

had increased by around 3 times. 

Short Term Credit constituted a major portion of the 

total fSr hectare credit. In 19 61-62, at the all India 

leve 1, the ~r hectare short term credit stoc:>d at Rs. 13 .oo 

which was 81 percent of the total credit~ The p!r hectare 

medil.Jn and long term credit steed at Rs. 3·00 in 1961-62, 



91 

In 1971-7 2 the per hectare short term credit stood at 

Rs. 34 .oo which was 71 x:ercent of the tota 1 per hectaxe credit 

in that year. Thus the ~rcentage cf medium and long term 

credit had gone up in total p:!r hectare credit by the end 

of the first decade ( 1961-71) • The J;2r: ,,he:cta.~e -medi tm1 

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

In 1981-82, the };2r hectare short term credit stood 

at Rs. 110 which consti-tute~ 7 .4 r.ercent of the total ~r 

hectare credit in that ye.ar. It showed that the share of the 

short-term credit has increased though slightly the next 

decade (1971-81). The per hectare medi\.11\ and long term 

loans stood a~ Rs. 39 .oo in 1981-82. This analysis reveals 

the fact that short term credit predominated in the pattern 

of credit. It may be dL1= to the back~ard nature of agriculture 

in a larc;e number of states. With modernisation of agri-

cult:.1re, larc;e seale mechani saticn taXes place which calls. 

for a substantial arrount 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, mediun and high level of per hectare credit. First 

the class intervals have been sa lected on the basis of an 

objective criterion which is apPlicable to the three time 

periods to rnal<e the classification of regions witt: low, 

rnediun and high level of co-operative credit. 29 On tha basis 

of this classification, the act ua 1 class intervals for differ-

ent time periods have been calculated and presented in the 
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following Table o 

Frequency Distribution for the Classification 

- - - - - - - - - - - - - - - - - - - - - - - - - - ~ - - - -
Cate
gory 

1961-62 

Amount - - - - - - - - - - - - - - - -
1971-72 1981-82 

- - ~ - - ~ - - - - - - - - - - - - - - - - - - - - -
l.ow Rs. 2.00- Rs.16.00 Rs. 5.00 -Rs.43.00 Rs.S.OO- Rs. 292.00 

Mediun 

High 

Rs. 16.00- Rs.32 .00 Rs.43 .00 - Rs.8tj .00 Rs.292 .OOeooRs .584 .00 

Above Rs. 32 .oo Above Rs.86.QO Above Rs. 584 .oo 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
From this frequency distribution table, various· 

states can be classified as states with small, ~diun and 

high level of co-o].:2rative credit. Table 3.'6 shews this 

classification. 

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

were placed in the categ:::ry o£ small leve 1 of credit 

availability and 7 states were placed in the category of 

medil.lll level credit. Thus. Andhra ?radesh, Gujarat, Jammu 

and Kashmir, Kerala, Maharashtra, Punjab and Uttar Pradesh 

belonged to the mediun category in 1961. Only Tamil Nadu 

be longs to the category of high leve 1 of credit. The 

remaining states be longed to the snal1 category in 1961-62. 
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Table 3 .g-

C1assification of keqions ACcording to Per Hectal! - Ayailabillty of 

£2-oFE!rsati ve Credit 

- - - - - - - - - - -- - ~ - - - - - ~ - -
Per Hectare 

Credit 

Small 

STATES - - -. - - - - - - - - - - - - - ~ - - -
1961-62 1971-72 

- - - - - - - - - - - - -
Assam, Bihar, Himachal 
Pradesh, Karnataka, 
Madhya Pradesh, 
Orissa, Rajasthan and 
'West Bengal 

Andhra Pradesh 
Assam, Bihar 
Jammu and Kashmir 
Madhya Pradesh 
Orissa, ~jasthan 
Uttar Pradesh 
west Bengal 

- - ~ - - ~ ~ - ~ - - - - - - - - - -
Andhra Pradesh, Guj arat 
Jammu and Kashmir, 
~rala, Maharashtra, 
Punjab, Uttar Pradesh 

Haryana, Himachal 
Pradesh, Karnataka 
Mahar ashtr a 

- - - - - - - - -1981-82 

Andhra Pradesh 
Assam, Bihar 
Guj arat, Himachal 
Prada sh, Jammu 
and Kashmir, I<arnataka 
Madhya Pr a de sh, 
Mahar ashtr a, 
Orissa, Rajasthan 
Tami 1 Nad u, 
we st Be nga 1, 
Uttar Pradesh. 

- .. - - .. - .. -
Haryana 
Punjab. 

- - - - - - - - ~ ~ - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
High Tamil Nadu Gujarat, I<'erala 

?unj ab, ·rami l Nad u 
Ferala. 

- - - - - - - - - - - ~ - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
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In 1971-72, there were som3 significant changes. 

Ni~ ~ates, namely Andl".ra Pradesh, Assame Bihar, Jarrrnu 

and Kashmir, Madhya. Pradesh, Orissa, Rajasthan, uttar 

Pradesh and west Bengal were placed in the small category. 

On the medium level category, 4 states were placed -

Harvana, Himachal Pradesh, I<arnataka and Ma."tarashtra. Thus 

states liJe Uttar Pradesh, Andhra Pradesh and Jammu and 

Kashmir which belonged to nf3di an leve 1 ca,t:r-:gory in 1961-62, 

went down to the small category in 1971-12'.. But states 

li 1<e Himachal Pradesh and l<arnataka which ~re in the small fZ' 

category in 1961-62 improved their po::.iti:.::>n to the medillll level 

category in 1971-72. one satisfactory result is tr.at 

in 1971-72, the number of states in the m=dium category was 

.redxed to 4, but three states narrely Gv;jarat, ¥era.la, 

and Punjab shifted from this position to t.he category of high 

level credit in 1971-72. Thus, the total; number of states 

be longing to the category of high level c£ credit becfme 4 

during 1971-72 e 

In 1981-82, the change ~n pe~ hectare co-oiSrative credit 

was so significant that an entirely d1 fferent story energed. 

Tami 1 Nadu had lost its position of high leve 1 of credit which 

it had been maintaining since 1961-62. '.L:he new state that 

had come to :::njoy this status was ¥eral?.t .. Only two states, 

nam! ly Fu."ljab and Haryana be ~onged to the medi urn leve 1 of 

credit category and the rest 14 states 't€longed to the small 

categ::>ry. However, t.'"le states which enjoyed a relatively 
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higher p!r hectar~ credit -were Tamil Nadu (Rso 216.00) # 

-
Guj arat {Rs. 185 .oo), Maharashtra (Rs. 169 .oo) , Andhra 

Prada sh (Rs. 149 .OO) and Karnataka (Rs. 126 .oo) • 

Coming to the interstate varitiltionsin per hectare~ of 

total co-operative credit, the co-e-fficient of- variation 

was found to be 7 6.34 in 1961 which increased marginally 

to 77.65 in 1971· But the co-efficient of variation 

increased to 110.78 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 1971-7 2 and to 120.23 in 1981-82. It 

showed that over the past 20 years, ine~uali ty in the 

distribution of ~r hectaz:e credit availability among the 

states had increaaed, notwithstanding the fact that govern-
\\Ere 

ment and the RBiitrying hard to strengthen and revitalise 

the co-operative organisations in the backward states. 

Table 3.5 shows that in 1981-82 three states, namely, 

Kerala, Punjab and Haryana enjoyed the per hectaz:e credit of more 

than ~. 340 .oo where as a state li 'k.e Assam got only Rs. 5 .oo. 

3.4 
. 0~ 

Comwund Growth Rates i-n Pe' HectareCooP'ratixe Credit' 
A 

Ona can study the growth pattern of per hectar 

co -o:perati ve credit provided by the PACs and PIDBs at the 

all India and State level. The compound growth rates in 
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Table lb. 3 ..7 

Distribution of Compound Growth rates in Per Hectare 
CoJ;erative Credit. 

a:>MPO UND GRO\tll.'H RATE 

- - - - -- - - - - - - - - ~ - - - - - - - - - - - - - - - - - - - - - - - -

Sl.No. stATES 1961-71 '1971-81 1961 - 81 

- - - - - - - - - - - - - - - - - - - - - - - - ~ - -
1. Andhra Pradesh 

2. Assam 

3. Bihar 

4. Gujarat 

5. Haryana 

6. Himachal Prada sh 

7 • Jantnu & Kashmir 

a. Kamataka 

9. Kerala 

10 o Madhya Pradesh 

llo Maharashtra 

12. Orissa 

13. Punjab 

14 • Raj asthan 

15. Tami 1 Nadu 

16. Uttar Pradesh 

17. west Bengal 

All India 

(.;.v. 

5.1 

22.6 

15.2 

12.0* 

34.2 

6.2 

13.2 

16.4 

10.5 

11.3 

13.9 

22.9 

7.2 

8.3 

6.5 

00 

11.6 

62.17 

16.3 

00 

8.9 

5.2 

20.4 

5 .. 7 

9.9 

8.7 

15.2 

13.6 

26.5 

7 .o 

12.4 

23.7 

12 .o 

58.89 

10 .. 5 

4.7 

15.5 

10 ·1 

19.1 

5.1 

11.2 

18.6 

10.2 

10 .o 

14.6 

18.2 

16.4 

7.7 

9.4 

11.2 

11.8 

37.7 3 
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Source' Stat! stical Statements relating to co-operative movement in 
India. · 

* - Haryana. Per Hectat:e Credit in 1961 is same as that of Punjab 
in 1961. 
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Table 3 ,a 

ClassificcaY..Qn of Reg!on3 Accgrding to GrQwth Rate§ in Pe'- Hectar Co-oP!rative I.oans 

- - - - - - - - - - - - - - - - - - - - - - - - - -- ~ - - - - - - - - - ~ - - -
S T AT E S - ~ ~ - ~ - - - - - - - - ~ - - - - ~ - - - ~ - - - - - ~ - - - - - - - - - ~ ~-

1961 ... 7.1 
- - - ~ - - - - - - - - - - - - - - - - - - - - - - - - - - - - - ~ ~ ~ - - - - - - - ~ ~ 

Below 

the 
India 

Averat;/l 

.\ndhra l'r ade sh, Assam 
Jammu and Kashmir, 
Madhya Prude sh, 
Haharashtra# Rajasthan 
Tami 1 Nadu, Uttar Pradesh 
~st Bengal. 

Assa"Tl, Bihar, 
Gujarat, B.imachal 
Pradesh, ._T & K 
l<arnataka, 
Madhya Pradesh 
Maharashtra, 
'rami 1 Nadu 

Andhra Pradesh 
Assam, Gujrat 
J & K, l<arnataka, 
Madhya Pradesh 
Ma.harashtra, 
Tami 1 Nadu, 
Uttar Prada sh, 
west Bengal. 

- - - - - - - - ~ - ~ ~ - - - - - - - ~ - - - - ~ - - - - - - - - - - - - - - ~ - - - - - ~ -
Above 

T'te 

All-India 

Averaqe 

Bihar, Gujarat, 
Haryana, Himachal 
l'rade sh 
Karnataka. 
~rala, Orissa and 
Punjab o 

- - - - - - - - - - - - - - - - -

Andhra Pradesh, 
Haryana, Kerala 
Orissa, Punjab 
R~jasthan, Uttar 
Pradesh, West Bengal. 

Bihar, Haryana, 
Himachal Pradesh, 
Kerala, Orissa, 
Punjab and Rajsthan. 



98 

:p!r hectare credit has been calculated for three time 

pariods from 1961 to 1971,.. from 1971 to 1981, and from 

1961 - 1981 and presented in Table No. 3.7 

At the all-India level, the com~X)tmd growth rate 

was found to be 11.5 ISrcent in the first decade (between 

1961-71), 12.0 p:!rcent in the second decade (between 1971-81) 

and 11.8 p!rcent during twenty years from 1961-62 to 

1981-82. Thus, at the all India level, the com~X)und growth 

rate in :p!r hectare co-<:>p!rati ve credit had been around 

12 par cent in both the decades under study and also during 

the ~0 years. 

Coming to the inter-state changes in the growth 

rates of co-o:x;:erative credit, one can get a clear picture 

from the Table 3 .e. 

From Table 3.8 one observes some interesting findings. 

During 1961 to 1971, 9 states recorded growth rates below the 

all-India average of 11.6 p!rcent. These states were Andhra 

Pradesh, Assam, Jammu and l<a.shmir, Madhya Pradesh, Maharash

tr a, Rajasthan, Tami 1 Nad u, l1t tar Pradesh and West Be nga 1. 

It is interesting to note that some states which were enjoying 

medi mt and high level of credit in 1961-62 namely, Andra 

Pradesh, Jammu and Kashmir, Maharashtra, U.P. and Tamil Nadu 
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were ex~riencing a growth ra~ lower than tre national 

ave rage growtt. rate during 1961 to 1971. It 1 s because 

of the high credit base of the~ states in 1961-62. Again 

some states namely Bihar, Orissa and Himachal Pradesh-

weze recording a growth rate in per hectar~credit lo~r 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 rroze clear in the pattern of growth 

rates 1:2t~en 1971 and 1981. During this period 9 states 

were recording growth rate in per hectare credit greater,{ 

than the all-India growth rate and the remaining 8 states were 

recording less than the all-India rate. Guj arat, 'Iarni.l 

Nadu, Himachal Pradesh, Karnataka. and Maharashtra were placed 

in the rnedium and high level of credit in 1971, but during 

1971 to 1981, the9=1 states were recording lower growth rate 

than the all India average rate. Again, Andhra Pradesh_. 

Orissa, Rajasthan, Uttar Pradesh and west Bengdl were 1=0or in 

terms of per hectar credit in 1971-72, but these states 

were .recording a higher growth .rate in credit. 

The same trend is found also during th: p!riod 

~covering 20 years from ':1961 to 1981. Bihar,. Orissa, and 

Rajasthan were poor in terms of credit a vailabi 1i ty, but 

these states were recording higher growth rates. On the 

other hand, G uj arat,. T ami 1 Nadu, Maharashtr a and Andhra 

Pradesh belonged to the high level of ~r hectare credit 
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availability but recorded growth rates bE: low the national 

average. Thus, the tr~nd in growth rate was highly 

infl~nced by the availability of credit in the base period. 

However, three states ¥erala, 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-o~rative credit 

during the last two decades. 

3.5 Share of States in Total Gross Cropp!d Area 
And Total Co~P::rative Credit to A9riculture 

Table 3.9 shows the percentage share of different 

states in total Gross Crop:fed Area and Co--operative Credit 

to Agric1.1ltll.re. In this table, the states a:re arranged 

in descending order of their percentag:! share in total 

co-o~rative credit of the co~.mtry. The percentage share 

of each state in the total grosS cropp:!d area is also 

recorded. In 1961-62, the Gini-co~fficient was o.264 

which increased to 0.282 in 1971-7 2. It reveals that 

the degree of inequality in the distribution of total 

co-or;erative credit among the various states in relation to 

tte distribution of the gross cropped area had increased during 

the first 10 years. The Gin-coefficient had gone down to 

0 .. 209 in 198t-a2 .. Thus, in the si.lbsequent decade, this 

f! inequality was reduced to some extent. 

From the Table 3.9, one can find out regions 

a ceo rdi ng to the share of co--o t:e r ati ve ere di t to to ta 1 net 

sown area. It has been presented in '.rable 3.10c 
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Table 3.10 

Regions According to the Share of Co~u:erat;,ive Credit 

To 'l'otal Gress Cropt:ed Area, 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Regions 1961-62 

- - - - - - - - - - - - -
States 
with 
Co-o per ati ve 
Czedit 
higher than 
the share 
of gross 
crop~d 
Area. 

States 
with 
less 

Maharashtr a, 
uttar Pradesh 
Tamil Nadu 
Gujarat, 
Andhra Pradesh 
Punjab, 
¥erala 

The remaining 
~tates 

1971-7 2 

Maharashtra, 
Gujarat, 
Tamil Nadu 
Funjab 
Karnataka., 
Kerala, 
Haryana, 
Himachal 

Prada sh. 

The remaining 
States 

1981-82 

Maharashtra, 
Punjab 
Ferala 
Gujarat 
Haryana, 
Andhra Pradesh 
and 
Tamil Nadu. 

'l'he re mai n1 ng 
states. 

Table 3.10 shows that in 1961-62,. 7 states - Mahareishua,. 

Uttar Pradesh,. Tami 1 Nadu, Gujarat" Andhra I'radesh, runj ab and 

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

t.l)eir shares of the gross cropr.ed area and for the z:emaining 

states the shares in total credit were less than their shares 

in the gross cropt:ed area. 

In 1S71-72, thxee states,. namely I<arnataka, Haryana and 

Himachal Pradesh were added to the first category but two states 
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· (Uttar Pradesh and Andhra Pr·&desh) lost their position 

in t"he first category and joired the second group. 

ln 1981-82, 7 states belonged to the group of 

sta~s with co-o~rative credit higher than the share of 

gross cropped area. Andhra Pradesh was added to this group 

but two states - Karnataka and Himachal Pradesh lost their 

position in this group to join the second category of 

states with share of credit less than the share of gross c.r:opp:td 

axe a. 

3.6 The Securit'{ Stru:ture of the Co-oJ¢:rative Credit: 

All financial instit'.ltions provide credit against soma 

securities and co-cp:!rative agencies are no exception 

to this rule. The imfl:)rtant securities against which the 

co-o};2rati ve i nsti tutio!'ls c;r ant loans are {i) fixed de fl:)si ts, 

(ii) Agricultural produce (iii) Gold and Si lve.r (iV)immovable 

p.ro_ferty ( v) guaran.tee /surety and (vi) other sec uri ties • 

Ti 11 recently, co-op:rati ve loans v.ere made for a twelve 

months period by the co-ope~:ative socieites on the security 

cf land and other imrrovable prcp:trty. The need to change 

over to a pur I=Ose oriented loans policy by adoption of the crop 

loan system, used in Maharashtra and Guj arat since 1950, 

· was recommended by the committee of Direction, All India 

Rural Credit Survey, 1954 and V.L. f1ehta Con:nittee on 
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Co-o:ferative Credit 1960. Now the Croploan system has 

been introd~d in all the states and it has shifted 

the emphasis from the •Security of loan• to the "requirement 

of loan• for the production of a particular crop. 

Under the crop .loan system, the credi.t needs of the 

farner 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 ~rtly in kind. Thus. the intention 

of this syste~ is that enti~ credit system should be 

•production - based' a~ marlet oriented. The emphasis 

is laid on •productive needs" and "productive uses" 

as criteria for the use of loans. 

After the introduction of the crop Loan system, the 

pat"tern of securities against which co-o~rative societies 

usually granted loans has undergone significant changes. 

By the beginning of the sixties, inrnovab:J.e prop!rty and 

guaranteejsw:ety was the most important sec uri ties. But 

now agricultur.al produce assunes 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. 

At the all India level, 44.35 t:ercent of the total 

outstanding credit was against the security of imrrovable 
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'l' able 3.11 

Pe rcenti£1! Distribution Q.f. Loans Outstanding as the ens!_of June 1962 -By Security 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Sl.No. States Fixed Agr. Gold Immovable Guarantee; 

De:fOsi t Produce & Property Security· Others 
Silver - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

1. Andhra Pradesh 0.30 7 .o5 o.36 42.53 49.76 

2. Assam 14.68 0.24 45.64 37.96 1.48 

3. Bihar 0.18 3.78 41.18 29.26 25.60 

4. Gujarat 0.02 70.91 o .o~ 9.83 16.76 2 ·46 

5. Haryana X X X X X X 

6. Himachal Pradesh 13.89 0.12 3.27 82.72 

7. Jammu & I<ashmir 100 .oo ... 

e. I<arnata:ka 0.21 4-85 1.47 71.04 19.38 3 .o5 
. 

9o Kerala 2.41 7 .93 14.21 41.98 28.35 5.12 

10. Madhya Pradesh 5.21 89.19 3.56 1.44 

llo Maharashtra 2.59 0.02 86.26 . 3.7 3 7.40 

l2o Orissa 1.07 69.73 0.85 28.35 

13. Punjab 0.03 0.53 4.32 95.12 

14o 'Rajasthan 0 o03 2.64 0.73 6.98 89.62 

l5o Tamil Nadu 0.53 6.55 4.47 28.37 42.38 17 .70 

16. Uttar Pra~ sh 45-56 1.63 16.98 35.83 
17. west Bengal 99.10 0.78 O-al2 

All India 0.18 16.46 1.09 44.35 18.7 6 19.16. 
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prep! rty __ and 19 .16 :percent against other sec uri ties. 

Guarantee/surety carne next in importance demanding 18.76 

percent of the outstanding credit. Agricultural produce 

as a security had 16.46 percent of the total credit. 

The other two securities - fixed deposits and gold and 

silver ware unimportant. In Karnataka, Madhya Pradesh, 

Maharashtra, Orissa and Andhra Pradesh, moze than 60 

per cent of the outstanding credit was against imllt)vable 

proptrty. In Gujarat and Uttar Pradesh, agricultural 

produce was the most imJX)rtant security. Guarantee; 

surety was an important security in the States like Andhra 

Pradesh, Assam, Bihar, Himachal Pradesh, Jammu and 

Kashmir, ~erala and Tamil Nadu. 

The classification of the states on the basis of 

the imp:>rtance of securities has be~.n shown in Table 3.12. 

The security pattern in 1971-72 is drawn in Table 

3 .l.i. At the all-India leve 1, 35.39 percent cxedi t was 

outstanding against imrrovable prop!rty which was less than 

the p!rcentage of outstanding credit (44.35) against this 

security in 1961-62. It shows that imrrovable 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 p!rcent of the 

outstanding credits.Guaranteejsurety covered 35.75 p!rcent 
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Table_l& 

Regions According to the ImJ?Ort,snce of Different Securities 

19§!:-62 

- - - - - - - - - - - - - - - - - - - - - - - - - - - -- - -
Securities STATES 

with 

Higher Importance lower Im!X)rtance 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Inmovable 
Proparty 

Agr. Produce 

Andhra Pradesh 
Assam 
Bihar 
1<'e ra la, I<arnataka 
Madhya Prada sh 
Maharashtra 
and west Bengal. 

The remaining states 

Guj arat~ Uttar Pradesh The remaining states. 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Guarantee I 
Surety 

Andhra Pradesh, 
As sam, Bihar, 
Himachal Pradesh 
Jammu & Kashmir, 
l(erala, and Tami 1 
Nadu. 

The remaining state s • 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - -



107 

of the outstanding credit. The rest of the securit,1es 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 Reg.t.on~ According tQ..the Different Securities 

securities 

Imrrovable 
Pro~rty 

Agr. Produce 

Guarantee; 
Surety 

1971-72 

States with 

Higher Importance 

Andhra Pradesh 
Assam 

Karnataka 
Madhya Pradesh 

, Kerala, 
Maharashtra-
and west Benga 1. 

Gujarat and 
Maharashtra 

lower Importance 

.Remaining States. 

Remaining States. 

- - - - - - - - - - - - - - - - - - - - - -
Haryana, 
Himachal Pradesh 
Orissa, 
Punjab, Rajasthan 
Tami 1 Nadu and 
Uttar Pradesh 

Remaining States. 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - . 
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From the above table, it is observed that immovable 

pror:;erty acted as the most important security in 7 

states.!n 1971-72. In Andhra Pradesh, Assam, l<arnataka 

and west Bengal this security covered more than 50 rer 

cent of the outstanding credit. In Madhya Pradesh, it 

covered 100 ~rcent of the outstanding credit. 

Agricultural Produce was the most important security 

in Gujarat and Maharashtra in 1971-72 covering more than 

50 p!rcent of the outstanding loans. Gt.~aranteef surety was 

a security of higher im}:Ortance for the states of Haryana, 

Himachal Pradesh, Orissa, Punjab, Rajasthan, Tami 1 Nadu 

and Uttar Pradesh. 

At the all India level, imnuvable property as a 

security had further lost its importance in 1981-82, 

against which 27 .66 percent of credit was outstanding {Table 

3 .IiJ, Guaranteejsur~y commanded the first ~sition as a 

security covering 40.12 percent of the outstanding credit. 

Only 24.73 percent of the outstanding credit was covered by 

a agricultural prodtJCe. This shows that even after the 

introduction of the crop loan system, the co-o~ratives 

have failed to grant loans against the security of crops. 

'!·hey rather insist on the traditional security of guarantee; 

surety and imrrovable property while advancing loans to the 

cultivators. 



109 

The relative importance of sec uri ties at the state 

level in 1981-82 can be obsarved from Table 3 .16. 

Regions According to the Importanc~ of Diffe~!l!:.~4s_~ities 

Securities 

Imm:>vable 
Prorerty 

Agr. llrcduce 

Guarantee/ 
surety 

State~ w!th _________ _ 

Higher Importance 

Andhra Pradesh, 
Assam, Bihar, 
Madhya. Prada sh, 
·wt~e st Be nga 1 & 
Kerala. 

Guj arat, Maharashtra 
and Karnataka 

Hi!Tlachal Pradesh, 
Punjab, Haryana, 
Rajasthan, I' ami 1 Nadu 
Uttar Pradesh and 
Orissao 

Lower Importance 

Rellnai ni ng State s. 

Remaining States. 

Remaining Sta~ s. 

Table 3.16 shows that in 1981-82, immovable_ pro.(l!!rty 

was a security of higher importance in the states of Andhra 

Pradesh, Assam, Bihar, Madhya Pradesh, west Bengal and ¥erala. 
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Of course in Yerala, the security distribution was very 

even. As usual, agricultural produce was the most 

importal'llt security in Guj arat and Maharashtra, but Karnataka 

was added to this group in 1981-82. Guarantee/surety was 

t~ security of higher imp:>rtance in the states of Himachal 

Pradesh, Punjab, Haryana, Rajasthan, Tamil Nadu, U'.P. and 

Orissao In Haryana, .. Orissa and Himachal Pradesh, this 

security covered 100 ~r cent of the outstanding credit 

during the year. 

The study maJt:e s it clear that over the tine, 

immovable pro};Srty as a secilrity for providing agricult~al 

cxedit had lost some but not all importance. Sti 11 this 

security was commanding a higher ~rcentage of outstanding 

co-operative credit. Similarly, guaranteejsurity as a 

security was widely accepted by the co-o:t:erativ~. credit 

agencies. The position of agricultur;3.l produce as a 

security has improved, but not satisfactorily, mald. ng it 

abundantly clear that the much publicised •crop loan system• 

has not fulfilled the de si .red aspirations. 

Farmers demand credit to use it either for 

produ=tion purposes or conswoption pur}:Oses. Some :t:eople 

advance the view that credit should be advanced only for 

the p~odt1Ctive pttrPJses. But it is not entirely acceptable 
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in a country li1<e India where a majority of rural popula

tion be long to the category of small and marginal farmers 

and landless labourers.· Consumption loans to these 

farmers will be self-liquidating in nature. It is 

because, productive loans given to the big farmers, 

very often,. J:eturn to these small and marginal farmers 

in the form of wages. This study wi 11 %eflect the loan 

expenditure pattern of the rural population. The analysis 

will take into consideration the purt:Oses for which all 

the three types of loans (short-term, medit.rn term and 

long term) were advanced and if any significant change 

had occured in their pattern during the past 20 years. 

Short-Term Credits 

1.9 61-66: For short-term, credit four imt:Ortant purJ;X:> se s 

namely i) ~asonal agricultural operations, (ii) purchase 

of agricultural implerrents (iii) mar1eting and processing 

of agricultural produce and (iv) consumption and other 

purposes have been considered. Table 3.tf shows the purt:Ose

wise distribution of credit in 1961-62. 

At the all-India leve 1, 85.45 percent of credit 

was advanced for seasonal agricultural operations, 2.93 

per cent for purchase of agricultural implements, 2 .sa 

:t:ercent for marketing and processL ng of agricultural prod~e 

and 9 .4 percent for consunpt.ion and other purposes. It is 
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obvious that •seasonal agricultural o~rations• was the 

most important purpose for which co-op;!r ati ve loans ~re 

granted in 1961-62. Almost <a similar trend was found in 

the loan exr:endi ture pattern at the state -leve 1. ~:xce pt. 

three States, Jammu and Kashmir {25.82%}, ¥e.rala (67 .93%) 

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

of the short term credit was given for seasonal agricultural 

ope rations. The first five states which demanded credit 

for seasonal agricultural opl!rations were west Bengal 

(98.95%) Rajasthan 6 Maharashtra,. Bihar, and Andhra Pradesh. 

For purchase o.f agric ~ltural implements, the first 

five states in order of '}:ercentage 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 

west Bengal, Rajasthan and Andhra Pradesh. 

For marl<eting and process! ng of agricultural 

prod'.lCe, the first five states in order of parcentage of 

credit granted ~re Gujarat ( 13 .at~), Himachal Pradesh 
. -···,-~ . 

3. 56%, Ke rala 2. 77% Madhya Pradesh ( 2. 7\(%) and l<arnataka 

( 2.73%). In west Bengal and Assam no credit was granted 

for this purpose. 

Finally for consumption and other purposes 71.7 3% 

were granted in Jamnl'.l ~nd Kashmir, 43o55 t=ercent in Himachal 

Pradesh, 26.42 percent in Punjab, 22.8 :percent in Kerala and 
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Tab 1e No • 3 , 18 

Distribution of Short-term Loans isstl9d During 1971 -72 (By P'..lr}X)se) 

- - - - - - - - - - - - - - - - - - -
Sl, No, Sta-tes 

1. Andhra Pradesh 

2. Assam 

3, Bihar 

4. Guj arat 

5. Haryana 

6. Himachal Pradesh 

7. ,J amwu & Kashmir 

8. Kart)ataka 

9. Kerala 

10 • Madhya Pradesh 

11. Maharashtra 

12, Orissa 

13. Punjab 

14. Rajasthan 

15. Tamil Nadu 

16. Uttar l?ra.de sh 

17 • ~ st Be nga 1 

All India 

Sea.sonal 
Agri. 
OP=rations 

-94.24 

96.82 

98,12 

80,85 

99.12 

63,82 

43.42 

86.76 

81.90 

88.24 

99.70 

98,68 

e6.26 

100 

92.70 

87.91 

98,22 

89:..78 

Purchase of 
Agriculture 
Irnpleme nts 

0,28 

0.37 

0 

0 

0 

0.24 

2.26 

0 

0 

0 

1.10 

00 
4.21 

5.95 

0.31 

1.22 

Marl<eting 
& Processing 

3.41 

1.70 

0 .. 30 

16.23 

0 
0 

56.58 

7.98 

2.10 

6.29 

o .oa 
00 

00 

00 
00 

1.26 

0.44 

4.45 

- - - - -- - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

COJns umption 
and other 
purpo~s 

2.07 

1o48 

lo~S 

2.55 

0.88 

3 6.18 

0 

5.02 

13.74 

5.47 

0.22 

1.32 

12.64 

00 
3.09 

4.88 

l.o 3 

4.55 

Source: Statistical Statement relating to Co-o~rative MoveMGnt in India, 
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19.45 t:ercent of loans were granted in Tamil Nadu.. The 

states demanding very low J;ercentage of credit for this 

pur!X)se during 1961-62 ...ere Assam, Rajasthan (0 .. 32"} 

Bihar ( 0 .85%} and west Benga 1 (O .92%) • 

In 1971-7 2, there was not any significant change 

in the pattern of distribution of credit for various purp:>ses. 

From Table 3.17, it is observed that out of the total 

credit 89.78 ~rcent was advanced for the seasonal agricul

tural operations, 4.15 J,:2rcent for mar1eting and processing 

of agricultural produce, and 4 .55 J_:ercent granted for constrnp

tion and other pur}:Oses. loans granted for purchase of agri

cultural purposes had gone down to 1.22 ~rcent from 2.93 

per cent in 1961Y62. But seasonal agricultural o:terations 

and marketing and processing had get a higher J_:ercentage of 

credit in comparison to 1961-62. 

At the state level, •seasonal agricultural orerations• 

was the most imx::crtant purpose for whi:.Ch loans were granted in 

all the states. However, in Rajasthan, Maharashtra, ~st 

Bengal, Haryana, Orissa, Bihar, Andhra Pradesh, Assam and 

Tami 1 Nadu. mere than 90 p3rcent of loans were granted for sea

sonal agriculture oJ;erations. The last three states in demand

ing credit for this puriX)se 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 states no credit was granted 

for this· purpose. The first two states which demanded 
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mere credit for this pur}X)se were Uttar Fradesh (5.95%) 

and Tami 1 Nadu ( 4 .21%) • 

The top five states in demanding credit for the 

purJX>se of marketing and processing were Jammu and Kashmir 

(56 .5S0.4), Guj arat ( 16 .23%), I<arnataka (7 .95%), Madhya Pradesh 

( 6.29.%) and Andhra Pradesh (3.41%). In six states no credit 

was granted for this pur];X)se in 1971-72. 

Credit advanced fer conslmlption and other pw=:FX:>ses 

was high fer 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. 

1981-82 s 

Table 3 .1g shows the distribution of loans and 

advances for vario·.1s purp:>ses during 1981-82. In 1981·82 

at the All-India level, 88.2 J:ercent of the total short 

term co-o{2rative loans were granted for seasonal agri

cultural pur]:X>ses. The J:ercentage of loans granted ~or 

agricultural, implements and for marl<eting and precessing had 

gone down to 1.1 p:! rcent and 0 • 56 ~ rcent re sJ:ecti ve ly in· 

this year. However, too percentage of credit granted for 

consumption and other purposes had gone up to 10.14 ~rcent 

at the all India leve 1. 

The :rercentage of credit granted for seasonal agri-

cultural oJ:erations was mere than 95 percent in as many 

as 8 states - 11 k.e Jammu and Kashmdr, Rajasthan, 

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

Distribution of _,hort-ter.m loans I ss•..ed During_ 1~81 - 82-By_ P urpg,~ 

- - - - - - - - - - - - ... - - - - - - - - - - - - - - - - - - -
$1. No. STATES seasonal Purchase of Marl<.eting Con s•..unption 

Agri. _ Agri. & and other 
Operations Implern=nts l?r oce ssi ng P•.upcse s 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
1. Andhra flrade sh 89.03 3. 62 0.68 6, 67 

2. Assam 87 e41 4.62 Oo35 7 .62 

3. Bihar 98.96 0 010 0.68 0 .2 6 

4. Guj •:Irat 98.92 0,23 0.65 0 .20 

5. Haryana 87.27 1.97 00 10 .7 6 

6. Himachal Pradesh 60.66 3.16 00 3 6 018 

7 • J arrrnu & Kashmir 100 00 00 00 

8. Ka.rnataka 87 .48 1.46 5.94 5,12 
g., rer .3.la 48.17 ~-15 1.08 45.60 

10. Madhya Pradesh 97.72 0 .42 0 .12 1 .7 4 

11. Haharashtra 99 .oo 0.40 00 0 .60 

12. Orissa 99 -10 0.27 00 0.63 

13. Punjab 94,7 6 00 00 5.24 
14. Rajasthan 99o98 0.02 00 00 
15. Tami 1 Nadu 59 0 7 2 00 00 40 .28 

16. Uttar Pradesh 98.42 00 00 1.58 

17. west Bengal 99.90 00 0 .10 00 

All India 88.20 1.10 0 .56 10.. 14. 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Source J Stati sticdl St<ltement .Relating to Co -o·J:01r ati ve Movement in Indi ao 
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Pradesh. It was also observed that in states like 

Kerala, Tami 1 Nadu and Haryana where t:er hectarecredi t 

was high, the percentage of credit granted for seasonal 

op!rations was relatively less. A higher atn:>unt of 

mediun term and long term loans might have been advanced 

in thega states. 

Fer purchase of agricultura 1 implements, no credit 

was given in as many as five states. The ~ rcentage of 

credit given for this purpose was of some value for the 

states like ¥erala (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 demdnded ( 5 .94%) during this year. 

The top 3 states which demanded a higher share of 

credit for cons•...unption and ot!'ler P'..lr}:Oses were Kerala 

(45.60%). Tamil Nadu (40.28%), Himachal Pradesh (36.1-SO-') 

and Haryana ( 10.7 ft-') • 

The above study reveals that a higher percentage of 

ere di t was pro vi de d by the PACs in a 11 the states fer the 

purpose of seasonal agricult'..lra 1 o~rations. Credit for 

the purchase of agricultural implerrents and marketing and 

processing had declined over time. ~..ore credit was 

provided at the all India leve 1 for consumption and other 

pur :poses relative to the previo •..1s time p3 riods. 



Table 3,20 

Di~tribution of.J1edi\.ll\ TermLoqns I~st.2d During 1961-62- By Fur_E?_£ 

Sl. No. States 

1 • Andhr a E'r a des h 

2. Assam 

3. Bihar 

4. Guja·rat 

5. Haryana 

6. Himachal l?rade sh 

7 • Jammu &Kashmir 

8. Yarnataka 

9. Y-erala 

10. i'-1adhya i'radesh 

11. Maharashtra 

12. Ori as a 

13. Pw1jab 

14 • Raj asthan 

15. Tami 1 Nadu 

16. Uttar Frade sh 

17. 'ifest Bengal 

All India 

Sinking of 
Repairs of 
Wells 

Purchase 
of 
1'1.achinery 
(Punp sets) 

Purchase 
of 
Cattle 

- - - - - - - - - - - - - - - - -
1.35 

00 

0 .95 

3.90 

X 

00 

X 

16.66 

4.53 

6.42 

16.7 6 

1.18 

4.58 

14.98 

4.00 

8.13 

0.42 

6.12 

3.71 

00 

1.39 

12.63 

X 

00 

X 

14 .55 

9.28 

2.45 

32.12 

2 .26 

4.08 

4.58 

5.48 

3.85 

0 .34 

8.08 

3.65 

100 

93.96 

39.34 

X 

35.85 

X 

17 .78 

9.78 

58.94 

45.41 

7 2.08 

36.96 

56.47 

31.02 

51.40 

40.88 

37 .27 

--------------------··--

Hiner 
Impro
vements 
to Land 

66.12 

00 

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 o83 

19.83 

Other 
P'.lrpose s 
i nc 1 • <.'0 nve r -
sion/rephase
men t c f I.o an s • 

25.17 

00 

0.16 

26.13 

X 

52.62 

X 

7 .90 
41.85 

20 .96 

1.45 

10 .28 

40 .so 
8.62 

40 .. 78 

3lo81 

40 .53 

28.70 

So,.1rce: ·Statistical Statements relating to co-op:!rative Mcvemant in Indiao 
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Mediun Term Credit~ 1961-62 

Table 3 ·"29 shows the ~rcentage distribution 

of rnediun term credit fer various pur:IX>ses. In 1961-62, 

• purchase of cattle • was the most imp:>rtant purpose for 

which medium term credit was granted by the PACs; 37 .27 

percent credit was given for this purt:ose; 28.70 percent ., 
of credit was granted for other purposes including c.o .... ver-

sion and rewasen~nt of loans. Around 20 ~rcent of credit 

was advanced fer minor imprcvemen~ to land. 

More than 50 percent of tctal credit was given for 

the purchase of cattle in Assam, Bihar, OrisSa, Madhya 

Pradesh, Rajasthan and uttar Pradesh. In fact, in Assam, 

the whole medi tm term credit was given for the Purchase 

of cattle. A higher percentage of loans was also granted 

for this purt:ose in Gujarat, Himachal Pradesh, Maharashtra, 

and v.est Bengal. A high percentage_ of credit was given for 
.. 

the purpose of··Minor- improvements to land• in. Andhra 

Pradesh and Karnataka. loans for "other purposes " 

including "conversicnf.rephaS@ment" of loans -were high 

in Himachal Pradesh, .Kerala, Punjab, Tamil Nadu and west 

Bengal. Si nee loans fer conversion/rephasement had been 

added with other purposes, a high ~rcentage of credit given 

for other purrx:>ses in these states may be due to the conv

ersion of short term loans into me di ".In te nn loans by the 

PACs. Credit advanced for the purchase of machinery 
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Table No • 3 • 21 

Distributig_n of HediLITl Term Loans Issued During 1971 -72- BY ruroose 

- - - - - - - - - - - - - - - - - - - - - - - - -
s .No. .3TATES Sinking 

of 
Repair 
of 
wells 

Pur d1 a·se Purchase 
of of 
Machinery Cattle 
( P LinP Sets} 

- - - - - - - - - - - - - - - ~ - - - - - - - -
1. Andhra Pradesh 

2. Assam 

3. Bihar 

4. Guj arat . 

5. Haryana 

6. Himachal Pradesh 

7. Jammu & Kashmir 

8. Karnataka 

9. Kerala 

10 o r'laCihya Pradesh 

11. Maharashtra 

12. Orissa 

13. Punja.C 

14. Rajasthan 

15. Tamil Nadu 

16. tJttar Pradesh 

17 • west Bengal 

All India 

- _, - -- -

2.07 

2.36 

25.21 

14.40 

30 o25 

1.46 

00 

1.35 

7 .92 

29.92 

0 0 65 

47 .27 

29.97 

13.78 

27 .29 

16.7 6 

4.59 

12.39 

23.67 

4 .o 5 

35.18 

13.43 

9.55 

0.28 

00 

21.33 

25.84 

33 .o 2 

2.49 

1.88 

49.12 

46.63 

34 .o 6 

5.81 

5.10 

15.0 6 

1.94 

75 .oo 
24.13 

21.33 

30.87 

55.53 

68,67 

4 .67 

5.15 

12.00 

3.97 

13.61 

7.26 

15.20 

14 .f57 

45.47 

29.04 

16.93 

Minor 
Improve
ments to 
Land 

1.90 

2.36 

0.32 

lCl. 68 

12.13 

16.7 2 

00 

13.47 

33 o47 

3.46 

Oo92 

3.54 

0.96 

00 

2.32 

1.20 

28.18 

5.84 

Other 
Agri. 
Purposes 

Other purposes 
including 
coversion/ 
rephasemen t of Loans 

- - - - - - - - - - - - - - -
50.90 

00 

10 •7 8 

38.7 8 

15.12 

16.7 5 

31.33 

32 .oa 
20 .to 
2.20 

56.12 

26.78 

1.20 

10.26 

21.46 

9.87 

9.82 

29.70 

19.52 

16.23 

4.38 

1.38 

1.38 

9.26 

00 

27 olO 

7 .52 

19.40 

35.85 

6.92 

11.49 

14.13 

00 

20.89 

23.87 

20 .os 
- - - - - - - -

Source~ Statistical Statements Relating to Co-ot:erative Movement in India. 



121 

( Pum-p-sets) was not im:r.ortant in 1961-62. The demand 

for credit for this p:.rrp::>se was less as the technological 

break-through in agriculture had not arrived in India l:efore 

the mi d..osi xtie s. 

Table 3 .24. shows the di atribution of medi1D 

term credit for various purp:Jses in 1971-72. The share of 

cz:e di t granted for other agric ult ura 1 purposes was the 

highest (29 .7o%) followed by conversionjrephasement of 

loans at the all-India level. Credit granted for the purchase 

ofcattle and for machinery (plftlp sets) were 16.93 rercent 
" 
and 15 .• 06 I=Srcent rest:ectively. Credit granted for 

other agricultural pur~ses was high (more than 30%) 

in the states of Andhra Pradesh, Gujarat, Maharashtra, 

Karnataka and Jammu and Kashmir. More than 30 percent of 

cattle in the states 

Himachal Pradesh, JaTl111u and Kashmir 

In thse states. loans granted for the 

purcha~ of machinery (ptrnp sets) were low. 1-\ high 

p:trcentage of credit was given for the purchase of machinery 

( p~p ~ts) in Bihar, Madhya Pradesh, Punjab, Rajasthan 

and Tamil Nadu. Coop:!rative socieites giving higher percentage 

of credit for machinery (punpsets) in the states like 

Bihar, Rajasthan and M.P. revealed that the l:etter-off 

farrrers were taking the medium term loans from the 

co·-o~ratives~ Credit granted for the pur.POse of sinking 

of or repairs of wells was high in Haryana, Punjab, Madhya 

Pradesh, Tamil Nadu and Bihar. A high percentage of medi\11'1 



Sl. 

No. 

1. 

2. 

3. 

4o 

s. 
6o 

7 $ 

a. 
9. 

10" 
11. 

12. 

13., 

14 0 

15. 

16. 

17. 

. 
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Table .No. 3~ 

Distribution Qf Medill11 'l.'erm I.csm::Lf.es~d Duriug_1981 - 82 -By_ Purwst§l 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
STATES 

Andhra .t>r a de sh 

Assam 

Bihar 

Guj arat 

Haryana 

Himachal Pradesh 

Jammu & Kashmir 

Karnataka 

Kerala 

!-1adhya Pradesh 

Maharashtra 

Orissa 

Punjab 

Rajasthan 

Tami 1 Nadu 

Uttar t-J r ade sh 

west Bengal 

All India 

Sinking 
of 
Repair 
of we l1s 

2.03 

8.95 

6.38 

00 

0.29 

00 

6.51 

5.15 

14.72 

1.7 8 

29.38 

00 

0 .os 
00 

0.54 

14 .~6 

4. 50 

Purchase Purchase Vdnor 
of Hachi- of Improve-
nery Cattle ments to 

( Puup sets) I.e nd 

6 .oo 
19 0 70 

9 Q 69 

9.10 

1.67 

2.43 

1.18 

11.5 6 

9.23 

12.91 

25 .. 32 

8.83 

4.45 

0 .54 

0.82 

1.60 

69 .. 00 

8.67 

30.84 

63.79 

20.60 

4.17 

66.27 

69 .3 6 

60 .oo 
51.87 

11.90 

16.85 

19 .so 
32.85 

59.34 

34.88 

84.94 

54.40 

8.40 

29.77 

3.00 

3.23 

2.44 

o.l5 
2.2 6 

6.35 

00 

3.9 2 

16.28 

0 .38 

0 .60 

1.56 

00 

00 

00 

1.00 

0 .18 

2.94 

Other. 
Agri. 

PurPOses 

23.38 

1lo25 

41.46 

23.24 

21.00 

21.57 

7.08 

24.92 

56.68 

21.77 

23.7 8 

22.94 

20.04 

0.26 

14.24 

17 .10 

7 .86 

23.20 

Other pur:t-"..se s 
including cover sion/ 
rephasement of Land. 

33.20 

0 

16.86 

56.96 

8.80 

00 

31 .. 74 

1.22 

0 .7 6 

33.37 

28.72 

4.44 

16.17 

64.54 

00 

25.36 

00 

30.92 

Source~ 5tati stical statements Fe 1ating to C6-op:rati ve Ivlovement i r. India" 
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term credit given in Haryana, ?•..mj~b FJnd Tami 1 

Nadu for sinking of 9r repairs of wells might be dl}e 

the effects of green revolution after the mid sixties. 

In Kerala and west Bengal, a higher ~rcentage of credit 

was given fCDr minor improvem3nts to land. 

1981-82 

From Table 3.2 i, it is observed that ii\ 1981-82, 

30.92 IErcent of credit was given for uother purposes" 

including conversionjrephaserrent of loans at the all-

India leve 1 followed by 29.77 percent for purchase of cattle 

and 23.20 };:Srcent for other agricultural purposes. loans 

fer "other purr.cses" inclading "conversion/rephasement of 

loans" were high (more than 30%) in Rajasthan, Gujarat, 

Andhra Pra~ sh, Madhya Prada sh and Jammu and Kashmir. 

As mentioned previously, the high pE'rcentage of credit 

for this purp:> se may be dili'l to the conversion of short-

term loans into medi un 1 term loans by the PA.Cs. 

In 1981-82, moJ:e than 50 percent of credit was given 

for "purchase of cattle" in Assam, Haryana, Himachal 

Pradesh, Jarnr:tu c.nd Kashmir, Karnataka, Punjab, Tamil 

Nadu and Uttar Pradesh. It shows that purchase of 

cattle .was an import<.tnt p'Jip:>se of loan giving in 1981-82. 

In Bihar and l<erala, more than 40 parcent credit was 

advanced for other agric:..J.ltural purp:>ses "Purchase of 

machi~ry" (pump sets) was an im:portant pur:pose for 

west Bengal. 
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Table .~t. 3 o2 3 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
S1. For Debt For Purch- For Land For Purchase Other .i:Jurposes 

No. ~A.'l'~~ R.edemp- ase of Improve- of 
tion Land ments Machinery 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
1. Andhra Pradesh 45.7 3 0.23 49 .o6 21.98 

2. Assam 5.4 6 94.54 

3. Bihar 93.87 6.13 

4. Gujarat 0.33 Oo35 27 .59 66.76 4.97 

s. Haryana X X X X X 

6 .. Himachai Pradesh 0.94 7.55 91.51 

7. Jammu & Kashmir X X X X X 

8. l<arnataka 74.49 X 25.51 

9o .Ksr ala 90.65 6.27 3 .o8 

10 0 Madhya Pradesh 70.79 1.04 28.17 

11. Maharashtra 0 .61 0.30 63o97 34.77 0 .35 

12. Orissa 19.41 80 .59 

13. ~->unjab 50.35 15.92 1.79 31.94 

14. .Rajasthan 63 .1o 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 • ~st Bengal 15.36 84.64 

All India 28.46 0.7 3 45.40 23.98 1.43 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Source: ::itatistica1 Statements Relating to Cc-oparative Movement in India 
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Table NQ_~·24. 

l:'ercentsaae Distribu"tc,ion of Long-term .. _~_q,ns Issi.Ed During 1971-72 - ~urB2se· 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
s l.No. STitr~S For Debt For Land For P l.l[chase For Irri- For consti- Other 

Redemp- Improve- of 1'1ac hi ne ry gation tution of purp:> s:a s • 
tion ments & Imp1e.ments pur:r:x>se s farm Houses 

& .sheds 
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

1. Andhra Pradesh 0.26 22.30 6.50 57 .10 8.43 5.31 

2. Assam 3.63 46-65 6.36 22.05 14.28 7 .o 3 

3 •. Bihar 0.77 1.19 19.17 18.[5] 00 

4. Gujarat 0.7 2 25.39 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 18.Jl 

7. Jammu & Kashmir 35 • .36 53.69 10.04 0.90 

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 

11o Maharashtra 4.82 3.57 7 5.27 16.34 

12. Orissa 5.46 11.37 81.19 0.64 Oo85 

13. Punjab 1.49 7.26 24.53 f/J.79 0.91 5 .o2 

14 0 Rajasthan 2.15 18.15 79.22 o .o8 0 o40 

15. Tami 1 Nadu 0.59 6.7 6 13.87 76.54 2 .o4 

16. Uttar Pradesh o. en 43.65 53.53 1.95 

17 • West Bengal 7.58 3.34 85.18 3. 7 2 0.18 

AU India €).43 7.51 19 0 30 64.19 1.38 7 .19 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Source' Statistical Statemer,t Relating to Co-operative fvbvements In India. 
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!_Q_ng-term Credi;t:. 

~-621 The p:.lr~XJSE!-wise distribution of long 

term credit from the Central Land Deve lopnent Banks for 

1961-62 has been shown in Table 3.23. At the all-India 

leve 1 the highest p:!rcentage of long term o.redit (45.4().%) 

was given for Land improvements followed by 28.46 percent 

for debt redemption and 23 .98 :percent for the purchase 

of m~hinery. A high percentage of credit was advanced 

for land improvements in Andhra Pradesh, Mahc.rashtra, 

Orissa, Tami 1 Nadu and ~ st Bengal. Purchase .of machi~ry 

was an im}:Crtant purpose in Guj arat, Maharashtra, Punjab 

and Uttar Pradesh, Loans for debt-redemption was rJ.gh 

in Bihar, Kerala, Karnataka, Madhya Pradesh, Rajasthan, 

Punjab and Andhra Pradesh and Tamil Nadu. The higher 

r.ercentage of long-term loans for debt redemption 

in these states she~ d that these loans might have te liln 

advanced to free the farmers from the control of the 

private agencies. 

Table 3.24 91. ows the purpose-wise distribution of 

long term loans. In 1971-72, one important pur}X)se had 

been added, i.e. loans for irrigation, pur}X)ses. It was 

clear that the highest J.:e rcen tage of ere di t ( 64 .19%) 

was granted for this purpose in 1971-72. !-1ore than 

60% of total long term credit was granted in 10 states. 

These states were west Bengal, Madhya Pradesh, Orissa, 

Rajasthan, Bihar, Tami 1 Nadu, Haryana, Maharashtra, Gujarat 

and Punjab. The higher flow of long term credit in the 

states li Je Tami 1 Nadu, Punjab, Haryana, Maharashtra and 
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G uj d.r at. The demand for ere di t to purchase p2 r sian 

wheels and plll"!!p sets increased significantly in these 

states. In relatively underdevelo:I,:ed states like Bihar, 

Orissa, Madhya Pradesh and Rajastha, trese loans 

might have been used on conventional irrigation schemes 

liJte sinld.ng_of new wells and construction cf tanks 

and repair of old ones. The other possibility 1 s that 

the better off farmers of these states might have taken 

.these loan3 to purchase pump sets. 

As exJ:ected a high tErcentage of long-term credit was 

given for the purchase of machinery and implements in 

the agriculturally develop;d states like :J.F. Punjab, 

Gujarat and Haryana. It 1 s also noted that the highest 

percentage of long term credit (53 .69%) was advanced 

for this purr:ose in Jammu and Kashmir. These loans 

might have been taken by the richer sectf.on cf the rural 

community in that sto.te. 

1981-82: 

. 
Table 3 .2·5 shows the purpose-wise distribution of 

long-term loans in 1981-82. At the all-India leve 1, it 

is found that 47 .7 5 J,:ercent of credit was granted 

for irrigation purposes and 28.74 J,:ercent for purc'hase 

cf machir:ery anj implements. More than 50 percent of 

total long term loans ~re granted for irrigation purposes 

in 7 states, nar.1ely, Bihar, Assam, Uttar Pradesh, Rajasthan 

M.P. Haryana and l'1ahrashtra. More than 30 percent of total 

long term ere di t was gi. ve n for the purchase of machinery 



128 

and implements in the states of Gujarat, Punjab, 

Jammu and Kashmir, Himachal 

Haryana and Madhya Pradesh •, 

Pradesh, 'I'ami 1 Nadu, 

'l'hus, tte, farmers of 

agriculturally develored states ll~ Punjab, Haryana, 

Gujarat, and Tamil Nadu were demanding greater amount 

of ere di t for the purchase of machinery and implements in 

1981-82. In Jammu and Kashmir and Himachal Fradi:tsh, 

the total amount of long-term loans granted was sma.ll 

and out of this small amount, a major ~rtion might 

have ~en taltin by the better-off farmers to purchase 

machinery and implerrents. 

It is observed from the study that after the intro

duction cf new tech no logy, in agricult'.J..]:e in mid-sixtie sJ 

tha d3mand for credit to purchase machinery and implements 

had been' steadily increasing. In 1971-72, a very high 

:t:ercentage of long term loans was granted fer irrigation 

purposes in most of the states. In 1981-82.-ttte r:ercenta.ge 

of credit granted for irrigation purposes declined in 

12 states. These loans might have been used to purchase 

machi~ry and implerrt=nts since percentage of loans 

granted for this purp:,se increased in 15 states. in 1981-

82 the ~rcentage of credit granted to purchase machinery 

and implements declined in Bihar and Orissa only. 

3 .a Position of O'(erd~_Q.: 

'I'he co-o~rative societies previae loans usually for 

the productive purposes. If the loan is utilised fer 

the productive purposes, the cultivators can pay ba.ck the 
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the loans within the stipulated time out of the flow 

of income that credit genE:rates. B:.1t unfortunately, 

substantial FOrtion of. the co-o~rative credit is found 

to be used either for consllllption purp:>S! s or for social 

ceremonies. A.s a result,. the farmers fail to repay 

:the loans in time that causes in th:! expansion of over-

dues. 

The Mac lagan Cornmi t tee had observed that un 1e s s loans 

are paid punctually, co-o~ratic•n is both financially 

and educationally an illusion". 30 
He suggested that 

the co~~rative societies should insist on repaynent 

after the. first geed harvest and normally two years 
bf. 

should the maximun ~riod of re paynent. Some also suggest 
" 

tbat recovery of loans should tt adjusted to the eye licc!l 

trend of production. But it is a bitter truth that the 

problem_$ of overdues has b::!corne a matter of ~rious concern 

for co~I2 rati ve s. Now a lar<;e prop:>rtion of th3 loans 

outstanding is represented by overdt.es. This is l::ecause 

of the fact that sc far expa.nsion and not ccnso lidation 

has bt;en the watch ward of the a·.Jthorities ccncernad. 

Prop;r attention is not paid to timely recovery of the 

loans advanced. The imp::>rtant reasons -·. _: fer rising 

cf overduas are : (a.) dep!ctive loaning fQlicies 

{'b) inadequate su~rvision and (c) weakness of internal 

management. However, natural ca.lamities may mo.le it 

difficult for the cultivators to repay loans in time. 

Th2 study team on cverd~s of co-op:rative institutions 
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( aP.poi nte d by the R .B .I • in 197 2) re _t:orte d in Fab.r uary 

1974 that "the lack of will dnd discipliN: d.rrt>ng the 

c ·.1ltiva.tors to repay loans was the .Principal factor 

responsible fer the prevalence of cverd~s in 

co-c:t:eratives. Defective lending ~licy purs~d by 

co-op!ratives, the apathy cf mana~ment in taking quick 

decision against recalcitrant menters and absence of 

favourable climate were other contributory factors''• 

Here it is proposed to study the actual ttsition 

of overd~..Jas in the outstanding credit of PACs both at the 

all India and state level for the three time periods under 

the studyo 

The r-ercentage distribution of overdtJ?s to the total 

outstanding credit of PACs has been presented in Table. 3 .2 6. 

From Table 3 .26, it is observed that at the all-

India leve 1 by the end cf 19 61-62, the percentage of total 

overdu=s to total outstanding credit was 20.75 parcent. 

This percentage increased to 32.34 parcent by the end of 

1971-72. By the end of June 1982 the t:ercentage of 

total cverdtJ:!s to tctal outstanding credit of the PACs 

had reached a staggering figure of 49.9. ·Thus, it is 

noted that the percentage of overdtl3s had been steadily 

increasing from 1961-62 to 1981-82 at the all India 

leve lo 
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Percents~ cf Overdues to Total Outstanding_£redit 

States -~~r~~t~~ <2.f _o~eE ~'~s- __ _ 
1961-62 1971-72 1981-82 

Andhra .Pradesh 4.33 52.17 40.56 

Assam 72.55 80.56 78.35 

Bihar 39.29 50.,31 91.03 

Guj arat 21.49 24.98 34.65 

Haryana X 52.39 38.48 

Himachal Pra- 37 .79 24.60 28.98 
desh 

Jammu & 23.63 55.29 41.00 
Kashmir 

Karnataka 45.,23 45.78 47.58 

Kerala 13.82 29c80 21.,66 

r-1adhya Pradesh 23.41 46.81 47.78 

Maharashtr a 26.31 43o87 40.07 

Orissa 17 .95 58.17 31.20 

Punjab 20.52 47 .31 46.27 

Rajasthana 47 .09 63.10 32.34 

Tamil Nadu 8.58 28.48 48.96 

Uttar Pradesh 10.42 51.58 49.38 

west Bengal 22.03 79.56 59.24 

All India 20.7 5 43.92 49.97 

c.v. 62.34 32.34 36.58 

- - - - ~· - - - - - - - - - - - - - - - - -
Source: Stati stica1 Statements Relating to Cooperatives Moverre nt 

in India., 
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It is noticed that by the end of Jupe 1962, 

in as many as 10 st<:Lb~s the percentage cf overdues was 

greater than the all-India percentage share. The top 

five states in the order of high percengage cf 0,.a.rd~s-

by the end of 1962 -were, Assam, ,Rajasthan, Karnataka, 

Bihar, and Himachal Pradesh. The Bottom 5 states in terms 

of parcentage of overdues by the end of this ~riod were 
~--

Andhra Prad!sh. Tamil Nadu, U.P., Kerala and OrisSa. 

The low percentage share of these five states had reduced 

the all IIldia p:!rcentage of overdues to a large extent. 

The inequality in the d1 stribution of over-d~ s aroong the 

states was high as the val~ of the co-efficient of variat-

ion stood at 62.34. 

1971-72 ~ By the end of June 1972 tre ~rcentage of 

overdtes to total outstanding credit i~reased substan-

tially in all states except Hirndc!-lal Pradesh where it 

was .reduced to 24.60 percent. The top five states in 

terms of overdu:!s by the end of this period ¥.E!re "ssam, ~st 

Bengal, Rajasthan, Orissa, and Jammu and Kash~~r. It may be 

emphasised here that these states -...ere agriculturally back

ward states and the farmers had failed to repay the loans 

either because of the large scale diversion of loans·: 

for unproductive purp:,ses or because of the occurence of 

natural calamities and subsequent crop failures. Again, 

it may be d~ to the 10\o~ productivity of agriculture in 

the absence of introduction of technology in these states. 
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The bottom of five states in terms of percentage of 

overd~s to total outstanding credit v.ere Himachal Pradesh 

Gujarat, Tamil Nadu, I<'erala and Haharashtra. It should 

be noted that except Himo.chal Pradesh, all these states 

were economically and agriculturally advanced states and 

prod~.X::tive use of credit had b:!en made in these states. 

As a result, the fa~rs were in a com~rtable :position 

to repay their loans o 

19 81-82; 

By the end of June 1982, the percentage of overd~ s to 

total credit had un<Ergone sorre changes. For sorre states 

the ~rcentage of over-dtes had i!1creased while fer ct'her 

states it declined in comparison to 1971-72. Those states 

which recorded an increase in the percentage of overduas 

were Gujarat, Himachal Pradesh, Karnataka, Madhyd Pradesh 

Tami 1 Nadu and 

dues declir2d. 

for the remaining states the share of over 

The top five states in terms of overdue s by the end 

of the ~riod were- Bihar, Assam, ~st Bengal, Uttar Pradesh 

and Madhya Pradesh. Once again, it should be noted that 

the amount of overd~s ~re very high in the agriculturally 

backward states of the eastern region like Bihar, west 

Be nga 1 and Ass am • 
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The bottom f±ve states in terms of fS rcentage 

of over dues were Kerala, Himachal Pradesh, Orissa, 

Rajasthan, and Gujarat. It is obvious that the share of 

over dues should be less in more develop3d states lil<e 

Kerala and Gujarat, but s1,1rPrisingly it is found that 

the ~rcentage of overdues were also less in backward 

states li Je Orissa and Raj as than. It may be due to 

the fact that the FACs, in order to consolidate t~ir 

posi ti.on and to get more resources from the central 

cooperatives, might have converted the sbort term 

loans into medi tn!l and long term loans. 

3o9 Size-class wise Di§tribkJ,tion of credi~; 

An atte~pt is being made to study the pattern cf 

distribution of Credit am:>ng the different size class 

of ownership holdings. It wi 11 show · the extent of 

inequality at th~ i ntr,:a.-state 1eve 1. It has been, often, 

alleged that the big farmers are taking d large portion of 

the total flew of credit and the small and marginal 

farmers are strl:lggling to get access to the institutional 

credit market. Therefore, it is proposed to study 

the inequality in the distribution of credit all\:)ng different 

size classes. 

'I' he short-term and me di L1!'!1 term loan s and a dva nee s 

granted by the PACs fer the period 1971-72 and 1981-82 have 
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been considered for this pur~se. For 1961-62. the 

data are not available. in the statistical statements 

relating to co-oparative Movement in India. One 

cannot meaning-fully analyse the distribution of credit 

among different size classes of ownership holding 

unless o~ relates it to the distribution of area owned 

in those size classes. The data on the distribution 

of area owned for different size classes have been 

obtained from the NSS Re!X)rt, 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 ~rcentage 

share of credit and parcentage share of area owned for 

different size-classes of ownership holdings. 

The size class-wise distribution of credit and area 

owned has been presented in Table 3.21 for 1971-72 and 

in Table 3 .2'5 for 1981-82. The states have been arranged 

in descending order of the values of the Gini-co-efficient 

in Table 3.29. 

From Table 3.29. orY= notices that in 1971-72. there 

was higher concentration of credit in relation to area 

o•..tned (size -class wise) in the states of Tamil NadU. 

Haryana. Assam and Karnataka, Medi L1I1l concentration of cred.:Ut 
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Table 3.29 

- - -- - - - - - -
1971 - 72 1981 - 82 Sl.No., - - - - -· - - - - - - - - - - - - - - - - - - - - - --

Gini Ratio STATES 

- - - - - - - - - - - - - - - - - - - - - - - - -
1. T arnil Nadu 

2. Haryana 

3. Assam 

4 • J:arnataka. 

5. Mahar ashtr a 

6. Uttar Pradesh 

7 • Andhr a Pradesh 

a. Kerala 

9. Punjab 

10 • Madhya Pradesh 

11. Orissa 

12. Guj arat 

13. Rajasthan 

14. 

15. 

16. 

17. 

All India 

0.342 

0.336 

0.278 

0.214 

0.168 

0.156 

0.119 

0.109 

0.097 

0.098 

o .oao 

0.055 

0.054 

0.049 

Andhra Pradesh 

west Bengal 

Orissa 

Bihar 

Assam 

Karnataka 

Haryana 

Himachal Pradesh 

Jammu & Kashmir 

I<er ala 

Madhya Pradesh 

Uttar Pradesh 

Punjab 

Gujarat 

Rajasthan 

Maharashtra 

Tamil Nadu 

Gini-Ratio 

0.283 

0.216 

0.196 

0.182 

0.165 

0.153 

0 .12'1 

0.109 

0.097 

0.082 

0.059 

0.043 

0.028 

0.025 

0 .ol3 

0.004 

0.003 

0.013 
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in Maharashtra, Uttar Pra~sh, A.ndhra Pradesh and 

I<era la and lov.e r concentration of ere di t in Punjab, 

Madhya Pradesh, Crissa, GujC:J.rat and Rajasthan. During 

this perioc, tre highest concentration of credit was in 

Tamil Nadu and the lowest in Rajastl;an. 

In 1981-82, the concentration of credit had declined in 

all the states except Andhra Pradesh and Orissa. The 

highest concentration of credit was recorded in ~ndhra 

Pradesh d'J.ring this period. The top 5 states ex!2riencing 

high concentration of credit were Andhra .Pradesh, west 

Bengal, Orissa, Bihar and .'\ssam and the bottom 5 states 

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

It is interesting to note that the 4 states from the 

eastern region - West Bengal, Bihar, ri.ssam and Orissa - where 

agriculture was sti 11 backward and where the gr.:en 

revolution had not made an impact, were ext:eriencing 

greater inequality in the distribution of credit among the 

different size classes in relation to the area owned. 

Thus, in trese states small and marginal farmc::rs were getting 

limited access to the co-op=rative loans. On the other 

hand, more deve lofed states (where credit bdse is also very 

strong) li:!e .Punjab, Gujarat, I-1..aharashtra and ·rami 1 Nadu 

were exp:!riencing very less i~quality in the distribution of 

credit among different si :ze classes of holding in relation 
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to area cwned. Thus, in these states credit was 

disbur,sed among the various size classes of holding 

almost in proportion to the area owned which was not 

li l<e ly in the eastern region. 

This is the logical trend to ta14; place since 

credit should 1.::e given for productive purfOses and 

according to the absorption capacity of the farrrers in 

their land. However, by saying this, one agrees to 

the fact t:hat big farmers should get more credit from the 

institutional agencies and small farmers lesS. A very 

large p:~rcentage of ho u~ho lds be long to the cate gcries 

of smd.ll and marginal ·farrrers. In 1981-82. 55.31 t:ercent 

of the total households l:elonged to the category of 

.. marginal farmersu and they owned only 15.49 percent 

31 of total land. Co-op:!rati ve agencies should com= out 

of treir tx:adi tional lines and divert more credit to t~ 

hands of these fanners not en the basis· of land owned but 

on trJe basis of other credit worthy puri:X>se s like animal 

h usba.ndry, sma 11 entre pre ne ur shi p etc • 

3.10 Credit to Tenants and ngricultural LabQ.Yr~.!. 

Co-op:!rative credit societies are also disb·.1rsing 

a percentage of their total credit to the tenants and 

agric ulturc.l labourers. The data fer di stributicn of 

credit among these p:!ople are available for 1971-7 2 and 

1981-82 in the statistical statements Relative to 



139 

Co-o:t:erative Movement in India. Table 3.30 shows the 

distribution of _percentage share of credit given to . 
the tenants and agric ultura1 labourers at the State and 

a.ll -India leve 1. 

Distribution of Percentage Shqre of Credit Going to 

Tenants and Agricultural Labourers 

s 1.No. State 1971-72 1981-82 

1. Andhl:a Pradesh 1.80 6.90 

2. A-ssam 0.11 7 .59 

3. Bihar 00 

4. Gujarat 1.05 1.77 

5. Haryana 5.29 19o53 

6o Himachal Pradesh 16.7 6 7 .75 

7 • Jammu & Kashmir 00 

8. I<arnataka 4.7 5 5.99 

9. Kera1a 16.71 7 .21 

10. Madhya Pradesh 0 .22 0.78 

11. Maharashtra 0.81 0.7 3 

12. Orissa 0.40 OoOJ 

13. ·Punjab 13.26 10.61 

14. Rajasthan 0.07 3.13 

15. Tami 1 Nadu 3.7 5 5.26 

16. :J .P • X 1.14 

17. West Bengal X 2.60 

- - - - - - - - - - - - - - - - - - - - - - - - -
All India 3.90 5.26 

c .v. 121.67 101.62 . 
- - - - - - - - - - - - - - - - - - - - - - - - - -
Source: Statistical Statements Relating to Co-op3rdtive 

Movement in Indiao 
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From Table 3. 36~ it is observed that at tb.'! all
agricultural 

India !eve 1. the tenants and l .. -· labourers were getting 

3.90 per cent and 5.26 parcent of total credit during 

1971-72 and 1981-82 resp;ctively. In.1971-72, the top 

five states in which this group was getting more share 

of credit were Himachal Pradesh, }(erala, Punjab, Haryana 

and the I<arnataka and the bottom 5 sta.~s -were .Rajasthan, 

Assam, Madhya Pradesh, Maharashtra and Gujarat. The 

inequality in tha distribution of share of credit going to 

this group among the states was wry high as the valu=s 

of the co-efficient of variation stood at 121.67. 

In 1981-82, the share of credit to agricultural 

labourers increased in all the states. ri.t_ the all-India 

level 5.26 percent of credit was given to this class. The 

top 5 states giving higher ~rcer.t:age of credit to this 

class were, Haryana, Punjab, Himachal Pradesh, Assam 

and Kerala. It should be noted that except Assam, the remaining 

4 states had a develof2d co-ofSrative struct:ue and ~re 

diverting a higher share of credit for this target group 

during 1971-7 2 also. The bottom states giving ere di t to 

agricultural labc uters were Orissa, Maharashtra, Madhya 

Pradesh, Uttar Pradesh and Gujarat,. Bihar a:1d Jammu and 

Kashmfr advanced no credit to this group in 1981-82. The 

inter-state variatic~in the distribution of credit to 

this group was also high as the value of the co-efficient 

of variation was more than 100. 
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Th= tenants and agricultural labourers are the 

most vulnerable sections of the society. They do not 

have any prod~tive asset with them that will ensu.te 

them a steady flow of income for their minimum 

sustenance. Therefore, they need more protection from 

the institutional agencies so that the village money 

lenders cannot exploit them liJe bonded labourers. The 

co-<>p:!rati ve agencies she uld come f or'trard in a big way to 

extend credit to this weaJer section of the rural 

society and help the rural poor tc purchaSe and maintain 

certain productive assets that wi 11 ensure a minimun 

standard of 11 vi ng for them. 

3.11 SUMMARY OF THE FINDINGS: 

From the abcve study, one finds that by the end of 

1982, the expansion of the CO""''p:!rative societies in 

relation to villages covered and population served -l'las 

satisfactory in most of the states th«>ugh the coverage 

of membership was not so good. 'rhere was large 

inter-state variations in the distribution of coo~rati ve 

credit., The amount of loan ~r hectare of qross cropp;d 

area was 'higher in the agriculturally deve lo!2d regions 

and in regions with strong co-operative movement. It 

was also noticed that inequality in the di atribution of 

~r hectare co-oP'!rati ve credit had increased over the 

two decades. The inequality in the distribution of share 

of credit in relation 'to share of gross crop~:.--ed area of 

the states increased in the first decade but dec lined 

in the second decade • 
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Secondly, it was observed that sante important 

changes had taken place in the structure of securities. 

Immovable pro~rty was no longer the dominant security 

in the loan mar let. With the introduction of crop 

loan system; agricultural produce bad assumed imFCrta.nce 

as a security. However, Guaranteejs-arety was still 
an 

considered asLim~rtant security showing that the 

co -opi'!rative societies had not fully given up their tra-

di tiona 1 attitude o 

Thirdly, it \vas found that more than 90 p:rcent of 

the short-term loans were granted for seasonal 

agricultural o~rations in most cf the states. A major 

t:ercentage of medi U"n-_term credit \vas advanced for 

the purchase of cattle. ·long-term l.oans from the 

centrctl Land Development Banks were given for the two 

imfX)rtant pur~ses, n~mely irrigation puriX>ses and for 

purchase of machinery and irr.plements. In 1981-82, it 

was found that a relatively higher ~rcentage of long-term 

credit WdS advanced for purchase of machinery t'hcugh the 

highest p:rcentage was given for irrigation pur:r:oses. 

Fourthly, it was observed that the relatively 

.less developed states like Bihar, Assam, west Bengal 

and f-1adhya Pradesh -were having a high percentage of 

overdll3s to total outstanding credit in 1981-82. However 
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the low :r-ercentag; of overdues in Orissa and Rajasthan 

might be d'...F: to the conversion of short-term loans into 

medi 1.ltl - term loans by the PACs o In the relatively 

advanced states, the percentage of cverd'..l.es was less. 

Fifthly# the study revealed that, the inequality in 

the distribution of co-oJ;:Srati ve credit in relation to 

p:!rcentage of area owned among the different size-class 

of ownership holdings had declined retween 1971-72 to 

1981-82. However, in Andhra Pradesh and Orissa, the 

inequality in th:! distribution cf credit increased during 

the same ~riod. 

Sixthly, it was observed that the tenants 

and agricultural labourers were getting a higher rercen

tage share of total credit in those states, wh~re 

the co-op:: rati ve societies were we 11-deve lop:!d o 



Sl. No. States Percentage of Villages 
.. rved to total villages 

1961-62 1971-72 1981-82 

l. Andhra Pradesh 

2. Assam 

3. Bihar 

4. Guj arat 

5. Haryana 

80.73 

65.18 

6().60 

99.71 

X 

6. Himachal Pradesh 100 

7 o J CPmu & Kashmir 7 5. 79 

8. Karn ataka 

9o i<erala 100.00 

10 o M.actlya Pradesh 74.60 

11. Maharashtra "96.96 

l2o Orissa 46.68 

l3o Punjab 95~59 

14. Rajasthan 01 .22 

15. Tamil Hadu 100 .oo 

16. Uttar Pradesh 100 .oo 

17. West Bengal 01.72 

18. All India 75.41 

c.v. 21.16 

91.45 

82.02 

97.95 

91-45 

100 .oo 

100.00 

83.97 

94.46 

100 .oo 

100 .oo 

96.23 

94.30 

100 .oo 

93.82 

100 .oo 

100 .oo 
79.25 

95.43 

7.01 

---------------- -~-

100.00 

97.96 

100 .oo 

100.00 

100 .oo 

100.00 

68.24 

100.00 

99.84 

100 .oo 

100 .oo 

100.00 

100 .oo 

99.26 

100 .oo 

100.00 

88.01 

99.70 

. 7.95 
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TAble No. 3e1 

COV£RAGE OF CO-O.I:'ERATIVK SOC.IETU:S 

From 1961-§2 teo 1.2,81-~. 

-------------- -.-------------- -.--------
Percentage of Population 
served to total Population 

1961-62 1971-72 1981-82 

25.92 

61.70 

49.64 

93.73 

X 

100 .oo 

92.70 

98.24 

81.16 

94.11 

62.56 

42.53 

30.65 

72.58 

97 .46 

59.35 

68.14 

34.63 

85.14 

64.73 

96.00 

92.51 

95.38 

100 .oo 

77.44 

87.22 

100.00 

100 .oo 

73.16 

87.36 

100 .oo 

89.46 

100 .oo 

100.00 

84.78 

q1.51 

11.46 

100.00 

99.35 

100.00 

91.92 

100.00 

100 .oo 

78.66 

100.00 

100.00 

100.00 

100 .o.o 

100.00 

100.00 

99.24 

100.00 

100.00 

77.43 

q7.31 

7.35 

Members as Percentage 
to total Population Served 1 

- - - - - - - - - - - - - - - - -1 
1961-62 1971-72 1981-~l 

20 

4.09 

4.88 

6.00 

)( 

5.59 

8.81 

6.78 

4.36 

7.23 

4.0B 

20.oo 

6.09 

16.o04 

5-91 

3.80 

7.77 

65.96 

7.71 

4.50 

5.85 

8.40 

14.27 

9.12 

9.58 

9.84 

6.18 

12.62 

7.79 

14.38 

6.79 

11.46 

8.53 

4.63 

8.26 

33 .ol 

19.50 

12.28 

9.25 

8.09 

11.77 

14.74 

9.19 

14.39 

18.40 

9.46 

13.44 

10.40 

14.%1 

6.49 

12.1!!3 

28.20 

Source$ Statistical Statements !elating to Co-operative Movement in India. 
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Tabl!! No. ~.s 

Distribution of Per~ctare Availability of eo-oe=rative Credit (In Ru~s) 

s l.No. States 

l 2 

l. Andhra Pradesh 

2 • ASSam 

3· Bihar 

4. Guj arat 

s. Haryana 

19 61-62 

3 

20 

2 

3 

21 

6. Himachal Pradesh 3 

7. Jammu & iCashmir 17 

8. Karnatalc.a 15 

9. l<'erala 29 

10. Madhya Pradesh 11 

11. Maharashtra 25 

12. Orissa 6 

13. Punjab 17 

14 • Raj a sthan 4 

15, Tam! 1 Nadu 49 

16. Uttar Pradesh 18 

17 • lie st Bengal 8 

All India 

c .v. 
16 

76.34 

Total Loans Short Term Loans 

1971-72 1981-82 

4 5 

33 

5 

23 

111 

53 

57 

31 

52 

132 

30 

73 

22 

134 

8 

109 

34 

149 

5 

54 

185 

340 

99 

46 

126 

882 

77 

169 

91 

481 

84 

216 

109 

01 

1961-62 

6 

16 

1.5 

2 

26 

1 

17 

12 

19 

9 

22 

4 

14 

3 

31 

17 

7 8 

48 

77.65 

149 13 
110 • 1 a 7 1.o 3 - - - - - - - -- - - - - - -

1971-72 

7 

22 

4 

12 

89 

38 

29 

25 

37 

106 

24 

51 

16 

101 

6 

75 

18 

6 

1981-82 

8 

91 

2 

24 

122 

247 

28 

32 

97 

686 

62 

130 

67 

407 

188 

73 

56 

34 110 

84 .38 120 .23 

- - Percentage-of Shor€-Ee~-c-
Medi~Z~~ & Long Term Loans in to~a1 Per Hectare Credi 

1961-62 1971-72 1981-82 1961-62 1971-72 1981 

9 

3 

o.l 

1 

1 

2 

0 

3 

10 

2 

3 

2 

3 

1 

18 

2 

1 

3 

133.71 

10 

11 

1 

11 

22 

15 

28 

6 

15 

26 

6 

22 

6 

33 

2 

34 

16 

2 

14 

69.68 

11 

58 

3 

30 

63 

93 

71 

14 

29 

196 

15 

39 

24 

74 

32 

28 

36 

11 

39 

92.10 

12 13 14 

80 

75 

07 

96 

33 

100 

80 

65 

82 

88 

07 

82 

75 

63 

94 

87 

81 

20.37 

67 

eo 
52 

eo 
72 

51 

EK> 

71 

eo 
eo 
69 

73 

75 

75 

69 

53 

75 

71 

1~.57 

··61 

40 

44 

01 

73 

28 

~ 

')8 

eo 
11 

74 

GS 

62 

87 

" 81 

14 
2)...74 

- AI!'-·· 

Source' Statistical Statements relating to Co-operative l'k:lvement in India 



Table 3.a2 

Percentage Shate of Diffexent States In Total Cropped Area And Co-<>perative Credit to Agriculture 

Sl. No. States 1961 - 62 

Shaxe in 
Total 
Credit 

- - - - - - - - - -
1. Maharashtra 18.Cil9 

2. Uttar Pradesh 15.&2 

3. Tamil Nadu 13.13 

4. Guj arat 108.78 

5. Andhra Pradesh 10.21 . 

6. Madhya Pradesh 7 .'7 3 

7. Punjab 6.70 

8. Karnataka 6.27 

9. l<erala 2.7 5 

10. Rajasthan 2.30 

11. West Bengal 1.96 

12. Orissa 1.49 

B. Bihar l.os 
14. Jammu & l<ashnir 0 .56 

15. Assam o.1s 
16. Himact1al Pradesh 0 .os 
17. Haryana 

Total 100 

Gini-<:"o-efficlnet 0.264 

Source a 

Share in 
Total 
Cropped 

12.31 

14.28 

4.69 

6.30 

8.20 

11.93 

6.86 

l.Sl 

9. '70 

4.10 

7.18 

0.52 

1.69 

0.28 

100 

States 1971 - 72 

Shate in 
Total 
Credit 

Maharashtra 16.67 

Guj arat 14.30 

T~l Nadu 10.65 

Uttar Prada sh 9.98 

Punjab 9.96 

Madhya Pradesh 8.07 

Karnataka 7.45 

Andhra Pradesh 5.46 

¥erala 5 .oe 

Haryana 3.45 

Bihar 3.15 

Orissa 1.94 

Rajasthan 1.12 

west Bengal o .74 

Himachal Prade shO .66 

J & K 

Assam 

0.35 

0.17 

100 

0.282 

Share in 
Total 
Crcpi8d 
Ate a 

10.74 

6.10 

4.69 

14.15 

3.55 

12.84 

6.7 5 

7.78 

1.82 

3·10 

6.56 

4.33 

10.30 

4.47 

o.ss 
0.53 

1.74 

100 

States 

Haharashtra 

Punjab 

Uttar Pradesh 

J(erala 

Gujarat 

Haryana 

Andhra Prada sh 

Madhya Pradesh 

Rajasthan 

Tamil Nadu 

Karnataka 

·Orissa 

Bihar 

west Bengal 

H. Pradesh 

J & K 

Assam 

Share in 
Total 

Credit 

12 .,'7 6 

10~34 

9.82 

7 .'7 5 

7 .EO 

7.45 

6.38 

5.92 

5.72 

5.42 

3.04 

2·18 

1.89 

0.36 

Ool7 

o.o6 
100 

1981 - 82 

Shaze in 
Total 
Cropped 
Ate a 

11.62 

3.95 

14.12 

1.65 

6.23 

3.32 

7 .u 
12.40 

10 .EO 

3.94 

6.40 

4.98 

6.06 

4.23 

0.54 

o.s6 

1.96 

100 

0.209 

( 1) Statistical Statement Re·lating to Co-<>perative Movement in India. 
(2) Fertiliser Statistics - FAI Publication States arranged in discending order of share in Total Co-operative Credit. 
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·rable 3.13 

l'ercentage DistriJ:aution of loans Outst.Jnding ~t the t.nd of June 1972 (By Securities) 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
3l.No. ~TATGS TOTr\L Fixed Agr. Gold Immovable Guarantee/ 

De_iX) sit Produce & Property Survey Others 
~i lver 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
1. Andhra Pradesh 100 0.06 1.99 55.74 40.57 1.53 

2. Assam 100 23.38 50.91 2.96 22 .75 

3. Bihar 100 o .o2 31.29 24.01 27 .56 17 .o7 

4. Guj<irat 100 o .02 89 ~07 7 .71 2.49 0.71 
s. Haryana 100 2 .s.2 97.08 

6. Himachal l'rade sh 100 6.50 93.50 

7. Jammu & Kashmir 100 100 .oo 
e. I<arnataka 100 0.31 16.92 64.86 14.83 1.98 

9. ~ra1a 100 1.27 12.02 39.58 37 .o 6 1.35 

10. Madhya Pradesh 100 100 .oo 

11. Maharashtra 100 57 .62 42.38 

12 0 Orissa 100 0 .39 10.7 3 68.88 

13. .h.mj ab 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 :<!t 0 .10 99.90 

17. West Bengal 100 0.69 97.97 1.34 

All India 100 0.20 26.80 35.39 35.7 5 1.18 

- - - - - - - - - - - - - - - - -- - - - -
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Table 3115 

1-'ercentage Pi:stribution of .I.Ocms 0 utsta,ndi ng ~ t the c;nd u f June 1962 -by ~c·..u-ity 

- - - - - - - - - - - - - - - - - - - - - - - - - •. - - - - - - - - - -
j 1. No. SfATi.~ Totul Fixeo "'gr • Gold t< lmrno val: le Guarantee/ Others 

lJep:>sH 1-'rcd~e Si 1ver f'ro~rty .:iecuri ty 
- - - - - - - - - - - - - - - - - - - - - - - -

1. Andhra fradesl• 100 0-26 13.40 0.43 64cfl3 9.87 11.41 

2. ... s::> arr. 100 00 27.28 00 61.12 2.14 9.46 

~- Eli hnr 100 00 45 .oo 00 55.00 00 00 

4. G ~j c;rat 100 00 62.32 1.91 15.85 3.72 16.20 

s. Haryana 100 00 00 00 00 100 co 
6. Himachal 1-'radesh 100 00 oc 00 o .o5 g9.,95 00 

7 • Jammu & l<asl"rni r 100 00 16.58 00 00 4lo6B 41.74 
e. Karnataka 100 o.3o 45.07 2.84 37 o48 12.74 lo58 
9o l<er ala 100 5.14 5.26 2l.59 31.77 30,64 5.60 

10. Madhya Pradesh 100 00 30.97 00 64.80 4.14 0.09 
ll. Nat.arashtra 100 00 49.06 o.o9 45.51 o.4l 4.93 
12. Orissa 100 00 00 00 00 100 00 
13. ~unjab 100 00 00 00 0.07 85.19 14.74 

14 0 Raj astha,n 100 00 3.17 00 2.61 94.04 0.18 

15. Tamil Nadu 100 3.85 21.84 12.17 9.14 53 .(11 00 
/ 

16. Uttar hadesh 100 o.u 4.16 00 3 .'] 6 91.59 o. 38 

17. west Bengal, 100 00 l.:H 00 85.74 7.28 5,€7 

All India 100 0.82 24.7 3 3.18 27.66 40.12 4 .eo 

- - -- ------ - - - - - - - - - - - - - - -
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Distribution of ->hort.-term loans Iss~d U•;ring 1961 - 62 (By ~uq~s=) 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
.:.1. No. States .se as::lna 1 1-'urchase 1-larketing Consur:~ption 

il.gri. cf & and other 
Operation Agri. l-'rocessing PuriX>ses 

lmplen#nt 
- - - - - - - - - - - - - - - - - - - - - ··- - - - -

1. Andhra Pradesh 90.69 o.5s 2.39 6.34 

2. Assam 100 00 00 00 

3. Bihar 92.73 6.09 0.33 0.65 

4. Guj arat 00.35 1.77 13.62 4.06 

s. Haryana 

6. Himachal Pradesh 52.22 0. 67 3.56 4} .55 

7. Jamrnu & Kashmir 25.82 0.77 1.68 71.73 

8. Karnataka 89.25 3.17 2.73 4.ES 

9 ¥era1a 67.93 6.~ 2.77 22.80 

10. Madhya itrade sh 17.13 2.30 2.T7 18.30 

11. Haharashtra 97.22 o .o8 0.38 2.32 

12. Orissa 88.18 5.96 0.96 4.68 

13. t-unj ab 65.17 7. 77 0.64 26.42 

14 Rajasthan 98.65 0.!>8 0.45 0.32 

15. Tamil Nadu 7 3.04 7 .14 0.37 19.45 

16. Uttar l'radesh 89.92 4.12 0.48 5.48 

11. west Bengal 98.95 0.13 00 Q.92 
All India 65.45 2.93 2.58 9.04 

- - - - - - - -- - - - - - - - - - - - - - - - - - - -
Source& Statistical Statement relating to Co-operatiW Moveli!ent in India, 
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1'yble ilc. 3.25 

i'E:rcentaae .Ji~trib·.1ticn of long - 'Illrm loans I~ued <Juring 1981 c2 _-By !.'ur!?R:;e 

31. 
No. 

- - - - - - - - - ~ - -
1. it.ndhra i'r a de sh 

2. Assam 

3. Bihar 

4. G•.1jarat 

5. Haryana 

6. Himachal Pradesh 

7 • Jammu & J<ashmir 

5. J<arnata:ka 

9. ¥4rala 

10. 1-ladhya Pradesh 

11. f.!aharashtra 

12. Orissa 

13. !'W1j ab 

14 • Rajasthan 

15. T.amil Nadu 

16. Uttar i'radesh 

17. west Bengal 

All India 

~·or l.and 
I~t~prove

m::! nts 

9 .28 

1.84 

1.27 

0 .14 

1.24 

2.74 

7 .20 

7.20 

15.55 

00 

0.16 

10 .se 
4.27 

0 .33 

0 • t:() 

1.62 

4 .09 

3.89 

Fer Purchase 
of Machinery 
Implements 

26.97 

13.Y9 

6.06 

7 ~.53 

34.54 

62.62 

70.98 

13.39 

3.00 

32.67 

l3 .26 

4 .o4 

7o.oc; 

18.17 

42.09 

24.00 

16.22 

28.74 

Fer Irriga- Fer constru-
ticn ction c f 
purpOses f ann r.o uses 

and sheds 

42.74 

73.65 

90.32 

10.17 

56.32 

7.28 

0.29 

36.50 

21.87 

65.84 

52.21 

48.84 

5.46 

70.51 

5.56 

71.47 

42.79 

47 .7 5 

0.55 

5.85 

00 

1.90 

1.56 

6.24 

6.89 

17 .08 

6.31 

00 

1.04 

11.46 

2.94 

0.37 

2.93 

00 

1.64 

For deve 1op
ment hort1-
c•..11ture & 
p1antc.ti on 
crops 

4 .o6 

0.23 

o.o5 

0.19 

18.70 

3.21 

18.46 

18.90 

0.21 

2-55 

2.27 

1.92 

0.12 

5.77 
0.31 

10.02 

Sc urce;. Sti:itistical Staterrent relating to Co-o~rati ve I1ovement 1 n India 

"nimal 
husbandary 

12.45 

0.26 

0.99 

2.00 

00 

00.94 

5.03 

4.54 

7.07 

1.26 

9.16 

19.59 

10.17 

00 

25.9() 

2.00 

7.66 

5.48 

- ottiei -
purposes 

3.26 

0.15 

1.13 

6.50 

6.16 

1.oo 

6.40 

2.83 

'Z7 .30 

0.02 

21.62 

2.92 

5.15 

10.51 

17.15 

0 .4Q 

17 .58 

7.88 



S1. No. States 

1 2 

1. Andhra Pradesh 

2. Assam 

3. Bihar 

4. Gujarat 

S. Haryana 

6. Himachal Pradesh 

7. Jammu & Kashmir 

8 • Karna taka 

9. Kera1a 

10. Madhya Pradesh 

11. Maharashtra 

12. Orissa 

l3. Punjab 

14. Rajasthan 

15. Tami 1 Nadu 

16. Uttar Pradesh 

17. west BenQal 

All India 
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Table ~.27 

Size ClaOS":lfilf& Di§!cribut.J.pn pf (;o-ot!rqtive C~dit anQ.~Owned 1971 - 72 

Upto 1 Hectare 1 - 2 Hecta~s 

¥e rcentagt~ 
of Credit 

Percentage l'erC4!nt. Percent. 
of AX'i!as of of A.teas 
Owned Credit Owned 

3 

15.36 

23.53 

5,35 

8.21 

4 

9.92 

22.15 

4.53 

4.63 

15.55 5.74 

so .16 40 .as 
2.80 3.34 

6.85 3.48 

17 .so 20.45 

11.25 4.47 

9.32 2·03 

6.58 20·24 

7.7 6 17.49 

10.46 9.76 

s 

21.59 

60.94 

11.82 

21.35 

26.11 

23.78 

10.36 

13.69 

27.20 

15.46 

18.72 

15.24 

29.14 

17.65 

6 

13.16 

30.22 

9.94 

7 .43 

11.81 

24.32 

9.16 

8.59 

26.95 

8.87 

6.78 

21.84 

24.65 

14.68 

2 - 4 Hectates 

Percent. Percent. 
of of Ateas 
Credit O-wned 

1 

26.25 

14.04 

24.15 

43.20 

2l.10 

13.77 

20.00 

22.12 

31.68 

31.68 

27 .26 

49.50 

36.37 

28.06 

8 

21.19 

30.79 

16.73 

18.95 

24.84 

19.95 

21.36 

18.34 

25.88 

25.06 

13.15 

25.20 

27.94 

21.92 

- - --- - - - - - - -
4 - 8 Hectares 

Percent. Percent. 
of of Area 
Credit. 0'W!led 

9 

21.60 

1.49 

29 .eo 
13.02 

21.26 

9.93 

33.56 

28.22 

17 .22 

27.97 

24.25 

23.50 

19.47 

24.89 

10 

24 o4l 

12.80 

26.97 

35.59 

24.86 

10.92 

19.18 

28.40 

16.76 

28.28 

22.04 

19.72 

19.83 

23.83 

Above 8 Hectaxe 

Percent. 
of 
Credit. 

11 

15.20 

00 

28.88 

14 ·22 

13.98 

2.36 

33.28 

29.12 

6.40 

13.64 

20.45 

5.18 

7.28 

Preeent. 
of· 
A.raa 
_o~e~ _ 

12 

31.32 

4.04 

41.83 

33.40 

32.75 

3.93 

36.96 

41 .19 

9.96 

33.32 

56.00 

13 .oo 
10 .o9 

29.81 

- - - - - - - - - - -
.:iourcea 1) Statistical Statements Relating to Co-operative Moverrent in India, NABAf<D. 

2) NsS - 26th Round, July 197 -sept 19!2. No,215 

Notea 1~ The Gini..CO-efticient is estimated after arranging the 12rcantage of Credit in 
deecending order. 

11) L~ans and advances from the PAC~ onlv. 

Gini 
Ratio 

13 

0.1119 

0.278 

o.oss 

0.336 

0>.214 

0.109 

0.089 

0.168 

o .oao 
0.097 

o.oso 
0.342 

0.156 

0.049 

- - - - -
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Tab!.~~ 

Size C1a.~:t~JO:&f'! Distribution of Co-o[j:rative ~~nd Area Owned (1981 - 82) 

Sl. 
No. 

STATES 

1. Andhr a Prada sh 

2. Assam 

3. Bihar 

4. Guj arat 

5. Haryana 

6. Himachal Pradesh 

7. Jammu & Kashmir 

8. Karnataka 

9. l<erala 

10 o Madhya Pradesh 

11. Maharashtra 

12. Orissa 

13. Punjab 

14 • Rajasthan 

15o Tamil Nadu 

16. Uttar Pradesh 

17. West Bengal 

All India 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
UJ[to 1 Hectare 

l'erccut. 
of 
Credeit 

22.60 

37 .o5 

5.81 

5.70 

11.55 

21.89 

16.34 

19.98 

37 .78 

9.25 

8.53 

31.93 

6.50 

10.65 

18.58 

21.75 

30.53 

16.38 

Percent. 
of Area 
Owned 

11.26 

24.54 

23.96 

6.65 

5.04 

20o~4 

28.13 

6.21 

45.74 

4.99 

4.65 

19.68 

5. 5S 

3.63 

23.58 

20.36 

30.34 

12.22 

1 - 2 Hecti.\rtt 

Percent. 
of 
Credit 

15.95 

41.32 

33.28 

12.15 

24.41 

32.23 

43.6() 

21.85 

27.25 

14.93 

16.93 

30.12 

14.93 

17.93 

27.83 

26.6() 

41.66 

20.88 

Percent. Percent. Percent. Percent. 
of Area of of Area of 
Owned CNdit Owned Credit 

15.29 

34 .eo 
22.91 

10.78 

13.44 

23.09 

30.29 

13.56 

23.51 

11.08 

10 .90 

29.7 3 

10.75 

7 .29 

27 .24 

24 .oa 
28.77 

16.49 

32.87 

15.02 

24.84 

21.98 

25.68 

24.98 

20.84 

26.70 

20 .&1 

27 .16 

27.04 

24 0 63 

29o47 

25.11 

25.66 

28.7 5 

10.7 6 

26 .oo 

20.70 

27 .67 

27 .02 

22.63 

21.58 

26.03 

28.70 

25.40 

19 .u 
24.30 

20.82 

25.0 5 

22.87 

17 .29 

23.!>3 

28.12 

27.23 

23.38 

19.55 

15.02 

22 .oo 

25.11 

23.41 

ll.Sl 

13.91 

20.58 

10 .f:() 

27 .38 

26.26 

10.78 

27 .92 

25.00 

17.35 

16.88 

7.21 

21.29 

Percent. Percent. 
of Area of 
Owned cre d1 t 

24.00 

10 .94 

17 .45 

27 .74 

29 .o8 

21.78 

8.76 

24.22 

10 .o6 

30 .sa 

28.66 

15.17 

32.43 

26.58 

17 .59 

18.29 

11.41 

23.46 

9.03 

00 

3.5 .06 

14.95 

9.38 

5.11 

10.89 

3.36 

21.28 

21.24 

2.54 

21.18 

21.11 

10.56 

6.02 

1.64 

l5o45 

Percent. 
of A.tea 
Owned 

28.7 5 

2.05 

8.66 

32.20 

30.86 

8.16 

4.12 

30 .61 

1.58 

29.05 

34.97 

10.17 

28.36 

45.21 

8.06 

9.15 

2.25 

24.45 

Gini 
Ratio 

0.283 

0.165 

0.182 

0 .025 

0 .121 

0 .109 

'0 .097 

0.153 

0.082 

0 .oS9 

0 .004 

0 .196 

0 .028 

0 .013 

0 .003 

0 .043 

0.216 

0 .o 13 

Source; 1) Statistical Statements Relating to Co-operative Movement in India, NABARD. 

2) Ns:i - 37th Round 1981-82. 

Note' 1) Gini...CO-efficient is estimated after arranging the percentage of credit in i.Jest"E!nding Orcier. 
11) .Loans and advances from the PACs only. 



C H A P T E R IV 

COMME-RCIAL BANKS' FINANCE TO AGRICUIXURi 



153 

CHAPl'ER IV 

COMMERCIAL BANKS• FINANcE TO AGRICUl.:rURE 

The traditional role of commercial banks was to act 

as "purveyers of credit• and therefore)they were reluctant 

·to enter the rural credit marlet. They were contributing a 

"ery insignificant pr()_~r~!.QJ'!_ of rural credit beforethe 

!::eventies. But later on. it was realised that commercial banks 

o:>uld act as •catalytic agent • in the agricultural deve lopnen~ 

oi: the country. '.L'hey could also supplement their role as the 

emancipator of farmers from the money lenders along with the 

co-operative. Therefore, 14 major commercial banks were 

na·tionalised in 1969 and this was followed by the nationalisation 

of 6 more banks in 1980. Since then,. t.he commercial banks 

have gone a long way and the advances from Public sector 

Banks to agriculture have registered a phenomenal increase. 

Thejt_r oJ:erational base has been widened in the rural areas 

unde·r the direction and suJ:ervision of the Reserve Bank of 

India and NABARD. Besides financing agriculture clirectly 

and :lndirectly through co-operatives and RRBs, the~ have also 

intrc,duced some sp:cial rural-oriented schemes like the lead 

Bank scheme, farmers service Societies, Differential Interest 

Rates etc. to ensure a steady flow of credit to the agri

cultw:-al sector. 

The purpo~ of the Chapter is to study the overall 

progress of the scheduled com~rcial banks in the fie-ld of 
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agricultural credit with resp:!ct to· the following facts 

during a decade i.e. from 1971-7 2 -to 1981-82. 

1) The coverage of the rural a.teas through 

·their rural branch expansion programne. 

2) The 1eve 1 of direct and indirect finances to the 

farmers' 

3) The distribution of Credit in various states in 

rE!lation to their share in gross crop:{:2d area; 

4) The credit deposit ratio for the rural branches. 

5) The pattern of distribution of short-term and long 

teJ~m loans arrong different size class of ownership holdings 

corr:IPrising marginal farmers (upto 1 hectare) • Small farmers 

(above 1 to 2 hectares, medium farmers (above -2 to 4 hectares: 

and big farmers (above 4 hectares of land} • 

Usually, for comm!rcial banks, the data are avai larle 

in the form of outstanding credit. Of course_, the Report 

on currency and finance provide data on the flow 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 outstanding credit. we taJaa •outstanding credit' 

as th3 measuring rod in our study~ 
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4.2 Coverqae of 9Qmmercial Banks: 

At the outset the covera<)3 of commercial banks in 

relation to their branch expansion in the rural areas is 

studied. The nunber of rural offices of these bdnks have 

increased sp!ctacularly in the last decade in all the 

states. Table 4.1 shows the ~rcentage of rural brancl'es 

to total comnercial banks• branches during the two time 

~riods at the all-India and state level. 

From Table 4.1, one finds that in ,t:eriod II (1981-82) 

the expansion of commercial banks in rural areas increased to 

a large extent. It is found that 52 ~rcent of the total 

cornrrercial banks• offices wise i!l rural areas in 1982. The 

highest t=ercentage of rural branches are in Hirrachal ?radesh 

(84.93%) and the lo~st ~rcentage was in I<'erala (35.10%). 

The top 5 states in terms of rural branches of commercial 

banks were Himachal Pradesh, Orissa 11 Jammu and Kashmir, 

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

distribution of percentage of rural branches had go~ down 

in 1981-82 since the co~fficient of variation had come down to 

23.90. 'l'he bottom 5 states in terms of rural branches of 

comrrercial banks were Kerala, Maharashtra, Tamil Nadu, ~st 

Bengal and Gujarat. From the difference in percentage shares 

of rural offices, 1 t is observed that 1!K>re rural branch 

expansion had taken place in the state of Bihar, Orissa, 

Madhya Pradesh and Andhra Pradesh during the decadeo 
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Table 4.1 

Percentage of Rural Offices to Total Offices o~ 

Co mrre rei a 1 Banks 

--~------ - - - - - - - - - - - - - - - - - - - - - - - -
Sl. No. States Percentage of Rural Offices 

- - - - - - - - - -
1. Andhr a Pradesh 

2. Assa.-n 

3. Bihar 

4. Guj arat 

5. Haryana 

At the end of 
1971-7 2 

31.92 

45.61 

38.39 

39.47 

39.89 

6. Himachal Pradesh 83.44 

7. Jammu& Kashmir 51.26 

a. Karnataka 42.78 

9. Kerala 31.73 

10 • Madhya Pradesh 41.64 

11. Maharashtra 20.36 

12. Orissa 45.96 

13. Punjab 49.35 

14. Rajasthan 45.24 

15. Tamil Nadu 25.23 

16. Uttar Pradesh 40.32 

17. West Bengal 24.11 

All India 35.50 

c .v. 33.25 

At the end of 
1981-82 

54.51 

60.12 

70.04 

45.13 

58.06 

84.93 

70.38 

51.78 

35.10 

64.76 

37 .84 

72.98 

53.67 

58.40 

38.38 

61.23 

41.46 

51.90 

23.80 

Difference 
in 
Percentage 
Shares 

22.59 

14.31 

31.65 

5.56 

18.17 

1.49 

19.12 

9.00 

3.37 

23.12 

17 .48 

21 .02 

4.32 

13.16 

13.15 

19.91 

16.75 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Sources i) Statistical Tab1e_.Relating to Banks in India 1974. 

ii) Basic Statistical Ret urns Surrmary Results, 1982. 
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Ohange s' (Bet~n Perig!l I aoq II) ~ 

The changes in the percentage distribution of rural 

offices to total offices at the state leve 1 can be observed 

from Table 4.2. This table shows the regions according to 

the· percentage of rural branches to total commercial banks, 

branches. 

It should be noted from Table 4.2 that rural branch 

expansion was higher in those states which did not experience 

. agricultural developnent in a significant way. For example.-

in 1981-82, Assam, Bihar, Himachal Pradesh, Jammu and Kashmir, 

Madhya Pradesh and Orissa were showing a higher ~rcentage 

of rural branch expansion by the commercial banks. It is 

a paradox that trese states were neither agriculturally 

developed nor advanced in institutional credit base. 

This phenomenon can be explained from the point of 

view of definitions of the rural, semi-urban and urban centres. 

According to the definition, rural centres are those places 

with population upto 10,000 semi-.urban _with !X)pulation 

over 10,000 and •.1pto 1,00,000 urban centres with !X)pulation 

over 1,00,000 and upto 10,00,000 and metro{X)litan centres 

are places with population over 10,00,000. 1 In tre states 

11Jc:e Assam, Bihar, Orissa, Madhya Pradesh and Jammu and 

Kashmir etc. there is less ·industrialisation and urbanisation. 

Therefore, tre nlF.lber of urban and semi-urban branches 

became low in ttese states. But cOmmercial banks, because 

1 • .Re!X)rt en Currency and Finance, 1984-85, Vol. II, 
Statistical Statements P .46 -
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Table 4.2 

Regions According to Percentage of Rural Branches To 
Total £omnercial Banks' Branches 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Regions 

- -
Low 
Below 

- -. - - - -.- -
Hediwn 
40 - 60% 

1972 

Andhr a Pradesh 
Bihar. Gujarat 
Haryana. 
Maharashtra. 
Tamil Nadu 
and west Bengal 

1982 

l<'erala. 
Maharashtra. 
and Tamil Nadu. 

- - - - - - - - - - - - - - - - - - -
Assam. Himachal 
Pradesh. Jamnu & 
Kashmir, Karnataka 
Madhya Pradesh 
Orissa. Punjab 
Rajasthan 
and uttar Pradesh 

Andhra Pradesh 
Gujarat 
Haryana. 
Karnataka 
Punjab 
Rajasthan 
and 
west Bengal. 

- - - - - - - - - - - - - - - - - - - - - - - - - -
High 

Above 

60% 

Himachal Pradesh Assam 
Bihar 
Himachal Prada sh 
Jammu & Kashmir 
Madhya Pradesh 
Orissa and 
Uttar Pradesh 

- ~ - - ~ - - - - - - - - - - - - - - - - - - - - - - - - - -
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of their general expansion policy had o~~d branches 

in the small towns of these states. But mere branch 

expansion does not necessarily guarantee that a greater 

p:!rcentage of credit wOuld flow to the agricultural 

sector of these states. The fact is that these branches are 

treated as rural branches but they provide credit to tl"e 

small industries and busin:tssman and conduct their usual 

commercial banking activity instead of extending credit to 

the agriculturists. 

On the sarre ground, it can ·be said/ that very develofed 

states li<le ¥erala, ~.aharashtra, 'l'ami 1 Nadu and Guj arat are 

showing a lower _t:ercentage of rural branch expmsion. In 

these states the base of the insti tuticnal agencies is ~trong. 

Thus, even if, more branches are opened up in semi-urban 

and urban areas and less branches in rural areas, the urban 

and semi-urban branches might be diverting more credit to th~ 

agriculturists. This fact can te examined by talU.ng per 

hectare credit in these states. Thus, higher percentage of 

rural branch ex:P;lnsion may not mean that farmers are. getting 

more finances from the commercial banks. 

4.3 Scheduled Commercial Banks Direct Finance' to Ag[icult~ 

Commercial banks provide credit to the agricultural 

sector both directly and indirectly. They extend credit 

indirectly via the IJrimary agricultural credit societies, 
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Regional Rural Banks etc. for the distribution cf 

fertilisers and other inputs and also for other agricul

tural purt:oses. They als::> provide loans to state electricity 

boards for energisationojwells etc. Hm~ver, one proceeds to 
. " 

analyse the amount of direct finance advanced by the 

commercial banks to the agricultural sector. For this 

analysis, the amount of direct finance outstanding at the 

end of 1972 and 1982 is considet:eed. Table 4.3 shows the 

distribution of per hecta~ direct and Total credit of 

commercial banks along with their growth rates during the 

decade. 

From Table 4.3 one observes that in 1971-72 direct 

c~dit per hecta~ of gross cropfed area frcm scheduled 

comnercial banks stood at Ra. 19.00. By the first p!riod, the 

commercial banks had not entered the rural credit mar:ket in 

a big way. The top five states in per hectaxe availability 

of c~di t --.ere Tami 1 Nadu, Kerala, Guj arat, Andhra Pradesh, 

and Karnataka having cxedit per hectare for Rs.31 to Rs.57 .oo. 

The bottom 5 states having per hectare credit availability of 

Rs.5~00 and less --.ere Himachal Pradesh, Jammu and Kashmir, 

Assam,' Orissa and Madhya Pradesh. The highest per hectaz:e 

Qredit was available in Tamil Nadu (Rs.57 .oo) and the lowest 

in Himachal Pradesh ( 2 .oo). The inequality in the distribution 

of outstanding credit J,:Sr hectaz:e of gross cropp:!d area was 
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very high and the co-efficient of variation was 88.6 • 

. By the end of 1982, one observes a spectacular 

progress in outstanding credit of comnercial banks. By 

this t:eriod., the per hectare outstanding credit at the 

all-India leve 1 stood at is • 298 .oo • The top five states 

in availability of p:!r hectare credit were Kerala, Tami 1 Nadu 

l?unj ab. Andhra Pradesh and l<arnataka .having ~r hectat:e 

credit from Rs. 341/ ... to Rs. 728/- Thus, commercial banks 

had made a tremendous progress in the southern states 

l:::esides Punjab and Haryana. The bottom 5 states having 

par hectare Credit availability of Rs. 170.00 and less were 

Madhya Pradesh. Rajasthan., Orissa, Bihar and G•.1j arat. G•.1j arat 

comes to tre group of bottom 5 states .. 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 t:hi s gro•.1p. The highest amount of direct 

credit was available in ~rala (Rs. 728.00) and the lowest in 

Madhya Pradesh (Rs. 93.00). The co-efficient of )'.'/variations 

in the di atribution of direct credit per hectare of gross 

cropJ;ed area stood at 63.21,. which was less as compared to 

p!riod I. 

During the decade, the absolute aroount of direct 

outstanding credit had increased substantially in all the 

states. But the relative p:>sition of the states remained, 
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Table 4,3 

Per Hectare, Ava! lab! li tLof Commercial Banks Direct and Tota 1 Credit ( Ru:t:ee s) 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -- -
sl.No. states 

- - - - - - - - - -
1. Andhr a Pradesh 

2. Assam 

3. Bihar 

4. Gujarat 

5. Haryana 

6. Himachal Pradesh 

7. Jammu & Kashmir 

8. Karnataka 

9. Kerala 

10. M~dhya Pradesh 

11. Maharashtra 

12 o Orissa 

13. Punjab 

14. Rajasthan 

15. T ani 1 Nadu 

16. Uttar Pradesh 

17. west Bengal 

All India 

c .v. 

End of 1972 End of 1982 - - - - - - - - - - - - - ~ - - - - - - - - - -
Direct 

33 

3 

8 

34 

18 

2 

25 

31 

55 

5 

30 

3 

17 

7 

57 

11 

20 

19 

88.6 

Total 

42 

4 

11 

44 

31 

2 

25 

46 

64 

8 

47 

3 

21 

7 

87 

26 

22 

28 

87 .7 

Direct 

474 

178 

150 

1'70 

320 

286 

201 

341 

728 

93 

165 

138 

503 

113 
631 

179 

247 

298 

63.21 

Total 

545 

202 

203 

270 

449 

335 

222 

412 
8Qf} 

120 

291 

190 

595 

135 

754 

245 

311 

386 

56.11 

Growth - - - - - --. 
Direct 
Finance 

Total 

- - - - - - - -
30.5 

50.4 

34.0 

17.5 

33.4 

64.3 

55.0 

27 .o 
29 .5 

33.9 

18.6 

46.6 

40.3 

32.0 

27 .2 

32.2 

28.6 

31.7 

34.09 

29.2 

48.0 

33.8 

19.9 

30.69 

66.8 

56.6 

24.5 

28.7 

31.1 

20 .o 
51.4 

39 .a 
34 .o 
24 &1 

25.1 

30 .3 

29.9 

37 .03 

- - - - - - - - - - - - ~ - - - - - - - - - ~ - - - - - -
Source' 1) Statistical Tables relating to Banl<.s in India 

2) Basic statistica 1 Ret urns, Summary 'Results 197 4 and 1982. 
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more or less same. in relation to the par 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 U::>w, Medi urn 

and High level of rer hectaxe credit have been made on 

the basis of the lowest and 1Ji.ghest p!r hectar credit 
two 

for theLtime ~riod. 32 Thus, the low, medium and high' 

class intervals taJc:e the following form: 

- - - - - - - - - - - - - -,- - - - - - - -• 
Region 1971-72 • 1981~2 • - - - - - - - - - • -.- - - - - - - - - -

-
-

low Rs. 2 .oo - Rs. 18.00 :Rs. 93*00-- Rs. ·2lloOO 
' • 

Medium Rs. 18.00 - Rs. 36.oo:Rs. 211.00 - Rs. 422.00 
I 

• High Arove Rs. 36.00 • Above Rs 422 .oo 

- - - - - - - - - - - - - - -
It should be noted that in this form of classifi-

cation the highest and lowest values affect t~ size of 

the class interval. In this particular case, the highest 

per hectare.credit of Tamil Nadu and Kerala and the lowest 

I2r hectare credit of Himachal Pradesh and Madhya 

Pradesh affect the size of classes in a signi fie ant 

man~ro 

In 1971-72, Assam, Bihar, Haryana, Himachal Pradesh 

Jammu and Kashmir, Madhya Pradesh, Orissa, Punjab, 

Rajasthan and Uttar Pradesh were in the low I2r hectare 

zone • 'l'h us, in 1971-7 2, comrre rei a 1 banks direct finance 
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~e 4.4 

~gions Accordi nq to Per Hectare Availabi li ty....Q.f Direct 

Finance from Commercisl Banks 

- - - - - - - - - - - - - - - - - - - - - - - - - - - ~ - - - -
R! gions 

I.ow 

1971-7 2 

Assam, Bihar, Haryana 
Himachal Pradesh, 
Jammu and I<a shrni r, 
Madhya Pradesh, 
Orissa, Funj ab, 
Rajasthan and 
Uttar~ Pradesh 

1981-82 

AsSam, Bihar, Gujarat 
Jammu and Kashmir, 
Madhya Pradesh, 
Maharashtra, Orissa, 
Rajasthan, and Uttar 
Pradesh. 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Medi urn Andhra Pradesh, 

Gujarat, 
Karnataka, 
Haharashtra, 
and west Bengal. 

Andhr a Pr a de sh, 
· Haryana, Himacha 1 
Pradesh, Karnataka, 
and west Bengal. 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
High Kerala and 

Tarni 1 Nadu 
Kerala, Punjab 
and 'l'amil 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 lowo 

Andhra Pradesh, Guj arat,· Karnatalca, Maharashtra 

and west Bengal were placed in the meditmt category of 

availability of diJ:ect finance. But Kerala and Tamil 

Nadu were placed in the high credit availability zone. 

The high per hectare credit in Kerala during this period 

may be dt.l!l to the fact that provision of credit for plan

tation pur!X)ses was a traditional function of the 

commercial banks even before nationalisation. All 

those states, where medium and high level of direct finance 

was available,.were agriculturally developed for traditionoL 

category of commercial crops at that time. F ~ther, 

it is interesting to note t.'lat Himachal Pradesh was 

getting the lowest amount of per hectare credit but 

d'..lring 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 cater! ng 

to the needs of the agricultural sector. 

In 1981-82, a more clear picture emerges and one 

fi:nds positive association between agricultura 1 develop

ment and flow of direct bank finance. Again, l<erala, 

'.!'amil Nadu were placed in the high credit availability 
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zona with the additicn of Punjab. In Punjab demand for 

credit increased after the technological break-through 

in agriculture and the comercial banks responded to tho~e 

needS. Andhra Pradesh, l<arnataka and west Benga 1 retained 

their position in the medium group with the addition 

of Himachal Pradesh and Haryana. However, Maharasht.ra 

and Gujarat joined tl'e rank of the low avai labi 11 ty 

groupo 

Assam, 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, d:! spi tli! their l~ve 1 of agrreultural development. 

It ntay be due to the pxesence of strong co~t:erative socieites 

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

Coming to growth rates, the comi,X:>tiDd growth rate 

of co!tlrrercial banks direct finance to agriculture during the 

decade after. nationalisation shov-ed a spectacular increase. 

At the all -India level the growth rate was 31.7 .tBrcent. 

As many as 11 states recorded a com;o und growth rate 

more than 30 percent. The hi ghert:. growth rates we:ce 

realised in the states of Hiroachal Pradesh, Jammu, and 

Kashmir, Assam and Orissa. But the p:cesent study shows, 

the pi!r hectare credit availability was low in these; 
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states except Himachal Pradesh (period II) at both the 

time ~riods.:. 'l'hus, comi=Qund growth rate is not an indicator 

of increase in the flow of direct bank finance to 

agriculture. A very high growth rate was r9corded in these 

states because of~ their low credit availability in the 

base years. 

The low growth rates in direct finance from 

banks were realised in the states of Guj arat, Maharashtra, 

west Bengal, Tamil Nadu and Kerala. Tamil Nadu and 

.I<'erala were in the high p:tr hectare credit availability 

group in both the time p:t riods. 'l'he low camp:> und growth 

rate experienced by these two states was due to their 

strong credit base during 1971-72. However, growth 

rates in direct credit was not impressive particularly 

in Maharashtra and Guj arat. 

4.4 Scheduled Commercial Banks Total (Direct plus Indirect) 
Finance to Agriculture. 

It is proposed to analyse the interstate variations 

in the availability of total commercial banks1 finances to 

agriculture and the changes taking place during the 10 

years. The p:!r hectare total outstanding 

finance of the commercial ban'Y.s to measure the level of 

credit availability for various states has been taken 

into considaration. From Table 4 .3, one notes that -in- 1971-72, 

per hectare availability of total finance was lis. 28.00 

only and it increased about fourteen 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 .s. The class intervals for low, medium and high 

credit avai lability zones -were made on the bans of 

the highest and lowest credit availability as it was 

done for the direct finance. 

So fal: as the total ~r hectar outstanding 

credit of commercial banks was concerned in 1971-72, 

lil<e the p:!r hectare direct credit, Assam, Bihar, Himachal 

~radesh, Orissa, Punjab, Rajasthan, west Bengal and 

Uttar Pradesh, were placed on the low level of credit 

group-. The lo:w~st amount cf credit (Rs. 2.00) was 

available in Himachal Pradesh,. Hcweve r, agriculturally 

develo~d states like Punjab and Uttar Pradesh were 

grou~d with these states in 1971-72. It showed that 

tt:e comrrercial banks had not started financing agricul

tural sector in a big way by the end of 1972 in these 

states, thou:;:~h the green re~olution had arrived there before 

beginning of the seventies. 

Andhra Pradesh, Guj arat, I<arnataka, Maharashtra 

and Haryana· ___ belonged to the medium level credit 

availability zone during ttii•s time. l(er ala and Tami 1 Nadu, 

belonged to the high level of credit. Thus, it is found 

that these southern statef! along with Guj arat and 

;-laharashtra were <J!tting a substantial allDunt of commercial 

banks total finances in .Period I. 
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Table 4.5 

Regions According to Per Hectare Availability 
of Total Finance from Comrterci al Bank§ 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Regions 1971-72 1981-82 
- --
low AsSam, Bihar, Himachal 

Pradesh, Jammu and 
Kashmir, Madhya Pradesh 
Orissa, Punjab, 
Rajasthan, west Bengal 
and Uttar Pradesh 

Assam, Bi bar, 
Jammu and Kashmir, 
Madhya Prada sh, 
Orissa and 
Rajasthan. 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - ~ 

Andhra Pradesh 
Guj arat, I<arnataka., 
Maharashtra and 
Haryana. 

Guj arat, 
Haryana, 
Himacha 1 l?r ade sh, 
I<arnataka, 
Maharashtra, 
Uttar Pradesh 
and west 
Bengal. 

- - - - - - - - - - - - - -
High ¥erala and 

Tami 1 Nadu 
Andhra Pradesh 
¥erala, 
Punjab and 
Tamil Nadu. 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
The act1.1al class intervals for low, mediun and high 
regions in terms of ~r hectare total credit is the 
following; 

{a) low Rs.2.00-Rs. 28.00 Rs. 120 .oo - Rs. 227 .oo 

{b) ~di \.In Rs. 28.00 - Rs.56/- Rs. 227 .oo - Rs. 454.00 

(c) High Rs. Above Rs. 56.00 Above Rs. 454 .oo 
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By the end of 1982, one find a very clear picture 

on the position of the various states in relation to 

commercial bankS' t()tal outstanding 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 weJ:e availing more bank finance 

which were also agric•J.lturally advanced. By 1962, 

Andhra f'radesh, ¥erala, Funj ab and Tamil Nadu be longed 

to the high p:!r hectare total credit zone. l<'erala was 

getting the highest amount of total finance from tbe 

commercial banks {Rs. 801.00). Haryana missed this group by 

a margin of ru~es five only. During this period, Gujarat 

Haryana, Himacha 1 Pradesh, Karnata ka, Maharashtra, 

uttar Pradesh and west Bengal be longad to the medi l.'l\1 

level cf per hectare total credit zone. All these 

states except Himachal Pradesh and ~st Bengal were 

fairly advanced an agriculture and allied activities. In 

contrast to cooperatives one finds that west Bengal was 

getting a reasonably high leve 1 of commercial t-anks> 

finances, Despite its backwardness in agriculture.tt may 

be because of historical reasons as the commercia 1 banks 

were well develored in the urban centres of West Bengal. 

Tt..e agriculturally backward states li1<e Assam, 

Bihar, Jammu and Kashmir, f-'l..adhya Pradesh, Orissa and 

Rajasthan were placed in the low level of total credit 
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avai lab! li ty group. Thus even after naticnali sation, 

these states had not gained significantly from the 

comnercial 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 agricultuze in these 

states. However,. it can be said that commercial banks 

in the.:ir new role of "catalytic agent" of agricultural 

developnent, had failed in their attempt to transform 

the agricultural sector in these states. However, the number 

of states, in the low credit zone had dec lined from 

10 in 197 1-7 2 to 6 in 19 81-82 • 

Coming to the t-rend of com~und growth rates in 

total outstanding finance ot the comrrercial banks during the 

10 years, one notices that at the all-India leve 1, the 

growth rate was 29 .9 percent. The high grcwth rates aslo 

were realised in the states of Himachal Pradesh ( 66.8%), 

Jammu and Kashmir { 56.6%), Orissa (51 .. 4%} and Assam 

{48.0%). As explained earlier, these states belonged 

to the low-ered! t group (except Himachal Pradesh) during 

this tiME: and they recorded a ri gher grcwth rate in 

credit because of their low credit base in 1971-7 2. 

Gujarat and Maharashtra recorded a very low growth rate 

( 19.9 percent and 20 .o percent respectively) during this 

period. Of course, both these states belonged to the 

medi tJn level of credit availability zone in both the 

time J,:eriods. Thus, the low level comp)und growth rate 
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in per hectare outstanding credit does not mean that trese 

states were \IIIE!ak in relation to the availability of 

credit from commercial banks. 

to 
The whole analysis with resp!ct lthe availability 

of p!r hectare total finance from commercial banks is 

represented in a surm\ary table. (Table 4 .6) 

Sl..!!J!!ary T2,ble 4 .·6 

Total Finance (Direct + Indirect) From the 

Commercial Banks 

1972 1982 Growth Rates I 
- - - - - - - - - - - - - - - - - - - - - - - - - - - - -
All-India :ts. 28 .oo Rs. 386.00 Rs. 29.9 

Range (The Rs. 87 .oo to Rs. so l.oo to 66.8 
Hi g'he st and Rs. 200 Rs. 120 .oo to 
the ~west) 19.9 

Inter-state Rs. frl .1 Rs. 56.11 37.03 
Diffe renee s 

( c .v .) 
Number of States 
falling in the 
di ffe rent ere di t 
availability 

Region: (a) IQw 10 6 10 

(b) Meditn 5 7 6 

(c) High 2 4 1 

- - - - - - - - - ------- - - - - - - - -
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The study reveals that after nationali Sdtionp 

co~ rei a 1 banks have made significant pro gre ss in 

financing the agricultural sector. However, the f low 

of finance from the comrrercial banks was lopsided. 

The agriculturally more developed states were ensured 

to get a greater flow of credit from the banks where as 

the less develop3d ~tates had precariously failed to 

ge.t credit from them. The develot:ed statfi!s were getting 

more credit from the banks due to their repaying 

capacity. The fact remains that the agriculturally backward 

states were still getting a very low per hectare of 

bank cJ:edit and their relative position remained .same 

even after 10 years. The decline in the value of the 

co-efficient of variation may be d~ to the fact that 

mere equal distribution of credit had been made arrong the 

top six to seven states in terms of l_:er hectare credit. 

The comnl3rcial banks, therefore, should ma"ke.a .. s~_tained 

and more vigorous attempts to raise the f.Osition of thase 

states not only in terms of J;:Jer hectare credit avai Jabi li ty 1 

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 Are4. 

Now one proceeds to study the di atribution of credit 

in different states in relation to the share of the 

states in total gross cropp3d area. Out of the total 
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credit outstanding each state has a share in it. 

Similarly, each sta 'b:! also enjoys a percenta<]3 st~a.re in total 

gross cropped area. By .relatir.g t~ p3rcentage sha~ of 

sha'b:!s in total outstanding credit and in total gross 

crop}:Sd area one can find out the Gini -coefficient which 

wi 11 show the extent of credit concentration. One 

can·ma1<e a comparison of the concentration of credit for both 

the time periods and see whether the inequality in the 

distribution of credit in relation to gross crop}:Sd 

area has changed or not. 

In Table 4.7 and Table 4 .a, the states are ar;ranged in 

descending order with .respect to their percenta<]3 share 

in total outstanding credit of the commercial banks for 

p:riod I and II res~ctively. 

From Table 4.7 one observes that Maharashtra, 

Tami 1 Nadu, Andhra Pradesh, Karnataka, Guj arat, Ke rala 

wexe getting a higher :f.9rcentage of credit than their 

share of gross «::ropp:!d area in 1971-72. But Uttar Pradesh 

West Bengal, Madhya Pradesn, Punjab, Rajasthan, Bihar, 

Orissa, Assam, Jammu & Kashmir and Himachal ~radesh were 

getting a lower percentage share of credit than their 

share of gross cropfEd area. 'l'he inequality in the 

distribution of credit in .relation to the gross crop:f:Sd 

area was high as depict§td by the value of the Gini

coefficient {O .345) • 
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Table 4.7 

Percentage Share of states in Total Finance From 
Con:rerclal Banks and for Tot.ql Gr.Qss Croe~d Area (1972) 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - -
States At 1i}1e end of 1972 

% of credit %of GCA 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Mah ara sh tr a 18.02 10.74 

Tamil Nadu 14.69 4.69 

Uttar Pradesh 12.97 14.15 

Andhra Pradesh 11.47 7 .7 8 

Karnataka 11.03 6.7 5 

Guj arat 9.43 6.10 

Kerala 4.14 1.82 

west Bengal 3.54 4.47 

Haryana 3.39 3.10 

Madhya Pradesh 3.22 12.84 

Punjab 2.61 3.55 

Rajasthan 2.55 10.30 

Bihar 2.25 6.56 

Orissa 0.34 4.33 

Assam 0.23 1.74 

Jammu & .Kashmir o.o4 0.53 

Himachal Pradesh 0 .Q3 0.55 - - - - - ·- - - - - - - - - - - - - - - - - - - - - - - -

Gi ni coefficient - 0.345. 

-

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

ii) Fe rti lise r Stati sties, FAI Publications • 

-



1. 

2. 

5. 

6. 

7. 

8. 

9 

10. 

11. 

12. 

13. 

14. 

15. 

16. 

17. 

176 

Table 4 .a 

Percentage shgre of states in Total Finance 
From Com~rcial B9;nks and Total Cropped Area 

States 

Andhra Pradesh 

Ut-tar Pr a de sh 

Maharashtra 

Tami 1 Nadu 

.Karnataka 

Punjab 

Guj arat 

Haryana 

Madhya Prade sr. 

Rajasthan 

¥era1a 

west Bengal 

Bihar 

Orissa 

Assam 

Himachal :t"'rade sh 

Jammu & Kashmir 

At the end of 1982 

%of Credit 

13.31 

11.33 

11.12 

9.75 

8.66 

7.76 

s.so 

4.89 

4.69 

4.35 

4.30 

4 .o3 

3 ·10 

1.30 

0 .6() 

0.41 

%of Cross 
Crop~d Area 

7 .44 

14.12 

11.62 

3.94 

6.40 

3.95 

6.23 

3.33 

12.40 

10 .6() 

1.65 

6.06 

4.98 

1.96 

0.54 

0.56 

Gini-coefficiency o .140. 

Source, i) Ferti 11 ser stati sties, FAI Publications. 

ii) Basic Statistical Returns. Summary Results 1982. 
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by 
Table 4.8 shows thatLthe end of 1982 Andhra 

i'r ade sh, 'I' ami 1 Nad u, l<arnataka, Punjab, Haryana1 

¥erala were availing a percentage share of credit 

greater than their share in the gross cropiEd area. 

On t'he other hand} Uttar l'rade sh, Guj arat, Madhya Pradesh 

Rajasthan, Bihar, Orissa and Assa~ were getting a 

t:ercentage share of credit less than their share in 

gross cropred area. The states likt! Maharashtra, 

"West Bental, Himachal Pradesh and Jammu and Kashmir, 

were enjoying near parity ini terms of both in their 

share of gross cropt:ed area and bank credit. By 1982, 

the Gin! -coefficient had declined to o .140. It shows 

that the inequality in the distribution of t:ercentage 

share of states in total outstanding credit with 

resrect to their share in gross cropred area had decli~d 

between the two time ~riods. 

4.6 Cornmerct,al Banks' Short-term and Term Finance~ 

Comrrercial banks provide both short-term loans 

and term leans to the agricultural sector. Short

term loans (including crop loans) are given for 

purchase of prodoction inputs, such as seeds, fertilisers, 

pesticides etc. and to meet the cost of cultivation 

which includes labour chaJJges for carrying out agricul

tural op!rations, irrigation cha::tges etc. These loans 

are nonnally repayable within a p!riod of 12 months and 

in certain cases within 15 to 18 months, the repayment 

schedule being related to the harvesting and marJeting 
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of tlhe particular crop. Term (medi un/long) 

loans are granted by the commercial banks for 

~velc};ement pur:J;:Oses like developnent of irrigation 

potential, purchase of tractors and other agricultural 

implements and machinery,improvement of land. develop

ment of plantations.- constrcution of godowns and 

cold storages, purchase of punp sets/oi 1 engi 03 s, 

plough animals (bullocks) etc. The ~riod of 

repayntent of these loans generally extends from 3 to 

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

refinance from NABARD is available • 33 

'One can study the the shares of short-term 

and term loans in total flow of credit of each stat.e 
/ 

and see which state gets more share of term loans. 

The Basic statistical returns do not provide4 the data 

for the state-wise distribution cf short-term and term 

loans. For the ,yei:ii 197t_-72 however _the re"Q:>rt on 

currency and finance furnished this data for the 

year 1981-82 in the form of loans and advances granted 

duri n9 the year • Table 4 .9 shows the percentage 

di atribution of credit between short- term and term loans 

for all the states. 

Table 4.9 reveals that at the all-India level, 

the comrrercial 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.~ 

Percentage Di atribution of Short~errn and Term loans 
in Corrmercial Banks Total Advances ( 1981 - 1982) • 

- - - - - - - - - - - - - - - - - - - - - - - - - - - -
Sl.No. States 

1. Andhr a Pr a de sh 

2. Assam 

3. Bihar 

4. Guj arat 

5. Haryana 

·6. Himachal Pradesh 

7. Jammu & Kashmir 

8. Kar nat aka 

9. Kerala 

10. Madhya Pradesh 

11. Maharashtra 

12. Orissa 

13. Punjab 

14 • Raj asthan 

15. Tami 1 Nadu 

16. Uttar Pradesh 

17. west Bengal 

All India 

Short-term 

85.44 

61.34 

22.21 

34.41 

18.76 

24.61 

21.28 

62.40 

72.32 

25 .o7 

48.37 

52.13 

40.91 

22.26 

84.68 

26.69 

70.27 

53.76 

Term l.oan 

14.56 

38.66 

77.79 

65.59 

81.24 

75.39 

68.72 

37 .6() 

27.68 

74.93 

51.63 

47 .87 

59.09 

77.74 

15.32 

73.13 

29.73 

46.24 

- - - - - - - - - - - - - - - - - - - - - - - -
Sources Rep:>rt on Currency & Finance, 1984-85, RBI, 

Vol. II. 
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which took a higher ~rcentage of short-term 

credit ~.re Andhra Pradesh, Tamil Nadu, l<erala, west 

Bengal and I<a,rnataka. In Punj ab• Haryana, Uttar 

Pradesh, Gujarat and Maharashtra, greater percentage 

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

exp!cted that agriculturally advanced states 

should take more term loans for the purchase of 

machinery and implements. But surprisingly one finds 

that agriculturally backward states like Bihar, Himachal 

Pradesh, Jammu and Kashmir, Madhya Pradesh and Rajasthan 

were taking a greater ~rcenta~ of term I.oans. 

It may ·be due to the fact that whatever small arrount of 
thega 

total loan was granted in~states, a greater prop:Jrtion was 

used by relatively rich farmers for deve lopnental 

purp:Jses in agricultuze. 

The lesser imp:Jrtance of term loans in the southern 

states reflected the presence of the well-established 

long term co-operative credit struct'..lre ~ The 

prevalence cf ryotwari system also facilitated the 

easy and smooth f low of short term ·ere di t in these 

states. The greater im:J;X:>rtance of term credit in 

the relatively under developed states reflected at 

once the weak long term co-o~rative structure and the 

presence of the commercial banks to lend agdinst prop:!r 

security. Since the purpose of term loans was to ·purchase 

tractors, agricultural implements and machinery, it 

becomes obvious that better-off farmers were getting 
. 

more access to the commercial banks in these states. 
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4.7 Credit- Derosit Ratio~ 

After the nationalisation cf the banks, 

the hitherto neglected sectors like agriculture, 

small scale industry, retai 1 trade and small 

business were given "priority status" and banks were 

asked to provide credit to these sector~. Commercial 

banks were also asled to have a "rural bias" in 

their branch expansion, deposit mobilisation and 

credit sanctions. But it has been1 often, alleged 

that comf!13rcial banks have entered the rural areas 

and roobi lised the scatte.ted savings of the agricul-

tural sector, but diverted the sa re so !.Irce s to the 

urban centres. Thus, they have acted as the "suction 

pumps" tc divert the rural resources that wo•..1ld have 1:een 

used in the agricultural sector to the urban and 

metro!X)litan centres. This is a form of exploitative 

mobilization that leads to the paup:risation of 

the rural economy. The RBI was well aware of this 

precarious possibility. "To emphasise local deployment 

of dep:>si ts and to allay appre11ensions that rural 

branches might become the cond·.l'it for the flow of resources 

from the rural to the urban areas, public sector banks 

were advised that, by March 1979, their rural and 
. e 

semi-urban branches shcw1d achiye a credit-deposit ratio 

of at 1e ast 60 :t:e rcent" • 34 one would li k.e to study 

the credit deposit 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 • .l.Q 

Distribution of Credit De!X)sit Ratio of Rural 
and ;jemi-Urban Branches 

Sl.No. States 1972 

Rural 

1. Andhra Pradesh 1.41 

2. Assam 0 .30 

3. Bihar 0 • 7 6 

4. Guj arat 0 .23 

5. Haryana 0 .49 

6. Himachal Pradesh 0 .c9 

7. Jammu & Kashmir 0 .o 5 

8. Karnataka 0.98 

9. ~rala 0 .60 

10 • Madhya l?r a de sh 0 .40 

11. Maharashtra 0.68 

12. Orissa 0.17 

13. Punjab o .16 

14. Rajasthan 0 .41 

15. Tami 1 Nadu 0 .90 

16. Uttar Pradesh 0 .36 

17 • west Be ng a 1 o .1 6 

All India 0 .47 

Semi-U~ban 

0.74 

0.35 

0.25 

0.35 

0.57 

0.20 

0.14 

0.63 

0.51 

0.38 

0.44 

0.45 

0.27 

0.47 

0.80 

0.30 

0.16 

0.41 

Rural 

0.97 

0.48 

0.58 

0.42 

o.e5 

0.41 

0.44 

o.84 

0.61 

0.72 

0.75 

1.12 

0.38 

0.83 

0.88 

0.41 

0.29 

o.58 

1982 

Semi-Urban 

0.64 

0.33 

0.37 

0.47 

0.89 

0.46 

0.57 

o .1o 

0.54 

0.54 

0.53 

0.61 

0.46 

0.84 

0.71 

0.48 

0.22 

0.51 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Source' Basic Statistical returns - SummarY Results 1982. 

Statistical Tables relating to Banks in India - 1974o 
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From Table 4.10, one observes-that during 1971-72, 

dt the all-India leve 1, the credit deposit ratio both 

at the rural and semi"f'U.rban centres were 47 J,:ercent and 

41 parcent res~ctively. 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. 

Onc:e. again,one finds that exce:r;t. Bihar, the rest five 

states were relatively deve lo:I,:ed in agriculture. ·A very 

low credit-dep:>sit ratio was found in the stdtes of 

Himachal Pradesh, Jammu and Kashmir, Orissa, west Bengal, 

Punjab and Assam. Coming to some urban centres d:rring 

this :t;eriod, only three states, narrv=ly, Andhra Pradesh 

Karnataka, and Tamil ~adu reached a credit-dep:>sit 

ratio of more than 60 per 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 sit'..lation had improved considerably. 

At the all-India level the credit- deposit ratio was 

58 parcent and 51 ~rcent at the rural and semi -urban 

centres resx:ectively. At the rural centres, 9 states 

achieved a credit -deposit ratio of more than 60 J=ercent. 

These states were,. Andhra Pradesh,. Haryana, I<arnataka,. 

Madhya Pradesh, ~rala, Maharashtra, Rajasthan 
I --·-

Tamil Nad~.l and Orissa. Orissa recorded a more than 

100 percent credit - dep:>sit ratio in the rurai centres. 
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The ratio was low in the rural centres of west 

Benga11 Himachal Pradesh 1 Gujarat~ Bihar, Punjab 

and Uttar Pradesh. At the semi-urban centres, 

six states name·ly Andhra Pradesh, Haryana, l<arnataka, 

Orissa, Rajasthan and Tami 1 Nadu exceeded 60 p!rcent 

ere di t - de p:> si. t ratio • A very low ere di t - de IX> sit 

ratio was recorded in the semi-urban centres of west 

Bengal and Assam. 

While these data help one to know the overall 

p::>si tion with regard to credit deployment, undue 

emphasi. s showed· not be placed on credit - dep:>si t 

ratio as these are sever a 1 factors in£ luenclng the 

ratio. Where deposi. t mobi 1i sation is large due 

to outside factors like remittances CJ) ratio cannot 

:f:mprove despite large lending. This may be the reason 

for I<erala realising a IOC>derate CD ratio in the 
aJ-

rural centres ... both the time feriods. Ont he other hand, 

a low level of advances and still lower level dep:>sits 

may ap~ar large when expressed as a ratio. Orissa 

got a more than 100 percent C.D. ratio in 1982, 

not because the level of advances was hig~f but becau~ 

the leve 1 of de:J;Osit was low. This typ:! L pattern 

revealeg that. there was a considerable flow of 

rural surpluses from the rural sector to urban 

industrial sector. 
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4.8 Distribution of CGmmercial Banks' Finances 
According to Size Class of Ownership holding 
and Ares Owned (Short-term Finane~ 

The intra-regional disparities in the distribution 

of commercial banks finances among the various size-

classes of ownership holding with .res~ct tc area owned 

have been analysed here. The mere rercentage share of 

a si;ze-class will not reflect the tr1.2 natu.te of 
---··~·. 

inequality in the credit distribution of a state. 

Therefore. it is intended to relate the fercentage 

share of credit of a particular size - class with the 

~rcentage share of area owned by that size class p· in 

a state. The data on the distribution of credit 

according to size clasSes he.ve been provided by the 

Report on Currency and Fi nanceJ RBI, Pombay only 

from 1976. Therefore, the analysis is limited to 1981-82 

only. Four size classes are considered here 1) i-1argi1:.a! 

farmers with ownership of land up to 1 hectare (ii) small 

f arrners with land above 1 to 2 hectares (iii) semi-

medimt farmers with land above 2 to 4 hectares and -iv) 

medil.1ll and large farmers with above 4 hectares of land. 

The rercentage di atribution of short-term credit and 

area owned by the 4 broad size-clasS holdings is 

given in Table 4-llo 

It is observed that marginal farmers owned 12.22 

percent of land but got 36.06 rercent of short 

term credit from the commercial banks. The small farmers 

owned 16.49 percent land but obtained 23.66 percent 

of credit. The meditml and larger farmers owned 
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47 .90 r:;ercent of land but took only 19.70 ~rcent 

of credit. The semi-medium farmers owned 23.38 ~rcent 

of land but shared 20 .58 ~rcent of commercial banks' 

finance. Thus, at the all-India leve 1, one finds 

the distribution of credit sJ<ewed in favour of 

marginal farmers. 

01'2 can find the state-wise picture with respect to 

the ~rcentage of area owned and credit obtaire d 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 

mere credit to them than the share of their ownership 

holding. However, i-n the states of l'\ndhra I'r ade sh, 

Himachal Pradesh, Karnataka, Kerala, Orissa, 

Raj astt1 ap, Tamil Nad u and West Be nga 1, a very high 

I=Srcentage cf credit was given to them relative to their 

share in-ownership holding. 

Small farmers were getting, a greater share cf credit 

than their share of ownership holding in 13 states. 

Only in Assam, Jammu and Kashmir, i{erala and Tami 1 Nadu 

the small farmers ...ere taking less ~rcentdge 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 Distribution of Credit And Area Owned Acccrding to Size-Class cf Holding ( 1982L 

(SHORr TERM IDANS) 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - . 
STAT~S 

Andhra Pradesh 

Ass an 

Bihar 

Gujarat 

Haryana 

Hi mach a 1 Pradesh 

Jammu & Kashmir 

I<arnataka 

Kera1a 

Madhya Pradesh 

Haharashtra 

Orissa 

Pi:mjab 

Rajasthan 

Tami 1 Nadu 

Uttar Pradesh 

west Bengal 

All India 

UptQ 1 Be ct axe 

Credit 

31.19 

31.70 

36.81 

10.95 

16.67 

59.51 

21.72 

24.30 

76.10 

6.17 

10.90 

52.79 

16.47 

35.19 

54.92 

26.25 

50.08 

36.06 

A.rea 
Owned 

11.26 

24.54 

23.96 

6.66 

5.04 

20.94 

28.13 

6.21 

45 .74. 

4.99 

4.65 

19.&8 

5.59 

3.63 

23.57 

20 .36 

30 .33 

12.22 

Above 1 to 2 Hectares Al?Qve 2 !Q 4 Hectare§ 

Credit Area Credit Area 

28.08 

11.56 

34.18 

16.38 

18.69 

27.31 

23.72 

23.92 

13.42 

25~81 

17 .16 

31.08 

20.41 

8.16 

24.36 

27 .42"' 

36.40 

23.66 

Owned Owned 

15.29 

34.81 

22-91 

10.78 

13.44 

23.09 

30.29 

13.56 

23.51 

11.08 

10.90 

29.7 3 

10.7 5 

7.29 

27 .24 

24 .oa 
28.77 

16.49 

24.05 

3.97 

20.63 

29.82 

27 .7 5 

9.62 

46.38 

21.36 

4.89> 

43.42 

28.13 

11.08 

35.37 

16.17 

12.76 

22.92 

8.85 

20~58 

20.70 

27.67 

27 .02 

22.63 

21.58 

26.0 3 

28;,70 

25.:-40 

19.11 

24.30 

20.82 

25.04 

22.87 

17.29 

23.53 

28.11 

28.23 

23.38 

Source: i) RepOrt on Currency and Finance 1984-!35, Vol. II, RBI, Bombay. 

ii) NS5, 37th Round, Jan - Dec.., 1982. 

Above 4 He~tare s 

Credit Area 
Owned 

16.68 

52.77 

8.18 

42.85 

36.89 

3.56 

8.18 

30.42 

5.59 

24 .60. 

43.81 

5 .o 5 

'Z7.75 

40.48 

7.96 

23-41 

4 .fil 

19 .?o 

52.7 5 

12.99 

26.12 

59.94 

59.95 

29.93 

12.68 

54.63 

11.65 

59.65 

63.53 

25.34 

60.79 

71.78 

25.65 

27 .42 

13.66 

47.90 



Summary Table 4.12 

Position of the States with resp:!ct to A:re3 Owned 
and Credit obtqinad for Different Size Classes of Holding 

-- - - - - - - - - - - - - - - - - - -
Si~ Class 
of fielding 

i-larginal Farrrers 
( Upto 1 Hectare) 

Small i•armers 
-(Above 1 to 

2 Hectare) 

Semi~diurn 
E'armers 
(Above 2 to 
4 Hectares) 

Me d1 tiT\ and 
lar~ farmers 
Above 4 hectares 

S T A T E S J!i th 

Higher Percentage 
of Credit than 
~rea Owned 

A 11 States except. 
Jammu & Kashmir 

lower Percentage 
of Credit than 
Area Owned 

Jamnu and l<ashmi r 

- - - - - - - - - - - - - ~ - - - - - - -
T'be remaining 13 states Assam 1 Jammu & 

I<ash'nir 1 Ker ala, 
Tamil Nadu. 

A.ndhra Pradesh, 
G•.1j ar at, Haryana, 
Jammu & Kashmir, 
Hadhya Pradesh, 
Maharashtra & 
Punjab. 

Assam, 

Assam, Bihar, 
Himachal Pradesh 
I<arnataka, I<erala 
Orissa, Rajasthan, 
Tami 1 Nadu, uttar 
Pradesh, and 
West Bengal. 

The remaining st.ates. 
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The semi-medium far~rs ....ere getting a greater 

share of credit than their share of owned area in Andhra 

Pradesh, Gujarat, Haryana, Jammu and Kashmir, Madhya 

Pradesh, Maharashtra and l?•.mjab. They were getting a 

lower share cf credit in Assam, Bihar, Himachal 

Pradesh, Karnataka, l<erala, OrisSa, Rajasthan, Tamil 

Nadu. uttar Pradesh and west Bengal. 

The medium and large firms -were getting a low percentaga 

of credit than their share of ownership holding in 

all the states exce];t Assam. In Assam, they were getting 

52.77 percent of credit while they owned only 12.99 

percent of land. A very low rercentage 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, Tami 1 Nadu and west 

Bengal. If giving a lo-wer percentage of credit than 

the share of area zoned is accepted as an index of 

equality in the distribution of credit then one can concl•.tde 

that these states were having a relatively more egalitarian 

distribution of credit among the different size-class of 

farmers. In short, one finds that the commercial banks were 

~rformi·ng their duty according to their given IX>licy 

of favouring weaxer sections. 
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4o9 Distribution of Commercial Banks Finance 
According to Size-class of ownership 
Holding t_Te rm 1o ana) 

The percentage distribution of term loans among the 

various size classes along with the share of area owned 

is shown in Table 4.13. By the end of 1982, the Marginal 

farmers were getting 18.13 J;Brcent of term loans while they 

owned 12.22 percent of land. The small farmers took 17 .17 

J;Brcent 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 ownarship holding. The 

semi-medi urn farmers were taking 17 .os parcent of term loans, 

but they owried 23.38 percent of land. The medium and 

large farmers were getting 47 .62 .J;S rcent of term loans 

while they owll3d 47 .90 }Ercent of land. Thus at the all-

India level the medi l.l!l and latga farmers were taking same 

shaxe of term loans as that of their owned area. This 

is a welccma trend as the large farmers would have ta~n 

more percentage of term finance since they are in a better 

~sition to use these loans for tractorisation and mechani

sation. It shows that marginal farners got a greater share 

of term loans than their area owned. Xhey may te using 

their loans for buying cattle to supplement their incomes. 

At the state !eve 1, the variations with re sp!ct tc 

the share of the area owned and term-loan obtaired for 

different size classes has been s~marised in Table 4.14. 



200 

l'ercentage Distribution of Credit and Area Owned ~~ccordinq to Si ze·-Class of Ho 1di ng (Term loans) 
--'---~--__:;__;~----------;...._------- --------- ·-----

Jl.~. 

1. Andhr a l'rade s'h 

2. Assam 

3. Bihar 

4. Gujarat 

'),. Haryana 

6. Himachal Pradesl1 

7 • J amrnu & Kashmir 

8. Karnataka 

9. ¥era1a 

10. Madhya Pradesh 

11, Maharashtra 

12. Orissa 

13. P~j ab 

14 • kaj asthan 

15. 'l'ami 1 Nadu 

16. Uttar Pradesh 

17 • west Bengal 

1•11 India 

Upto 1 Hect~re "uove 1 Hectare to 
2 Hectare 

Abo w 2 Hectares 
tg 4 Hectares 

25.13 

42.30 

41.65 

12.70 

9.18 

36.95 

20.70 

17 .47 

42.98 

11.76 

10.55 

25.37 

3 .ao 
31.16 

32.52 

18.92 

24.82 

18.13 

.:iource a i) 

ii) 

ANa 
Owned 

11.26 

24.54 

23.96 

6.ti6 

5.04 

20.94 

28.13 

6.21 

45.74 

4.99 

4.65 

19 .as 
5.59 

3.63 

23.57 

20.36 

30.33 

12.22 

Credit 

28.17 

29.22 

29 .oo 
6.22 

10.20 

30 .6() 

16.17 

21.93 

18.83 

20 .cso 
16.7 6 

18.95 

10 .2 3 

13.7 3 

16.82 

4.68 

33.86 

17 .17 

Area 
Owr.e d 

15.29 

34.81 

22.91 

10.7 8 

13.44 

23.09 

30.29 

13.56 

23.51 

11.08 

10.90 

29.7 3 

10.7 5 

7.29 

27.24 

24 .oa 
28.77 

16.49 

Credit 

11.95 

17.18 

10.22 

13.26 

15 .o7 

18 .6() 

11.18 

22.98 

29.93 

21.06 

17 .54 

47 .17 

14.7 3 

18 .o 3 

9.43 

16.51 

12.13 

17 .o 8 

20.70 

27 .67 

27.02 

22.63 

21.58 

26.03 

28.70 

25.40 

19.11 

24.30 

20.82 

25.04 

22.87 

17 .29 

23.53 

28.11 

28.23 

23.38 

Report on Currency and Finance, 1984-85, Vo 1. II, RBI, Bombay 

Nss, 37thRoundJan-oec. 1982. 

AtJS2ve_ 4 1-iectare s 

Credit 

34.75 

ll.3o 

19.13 

67.82 

65.55 

13.85 

51.95 

37.62 

t:l.26 

46.58 

55.15 

8.51 

71.24 

37 .o~ 

41.23 

44.39 

29.19 

47.62 

52.75 

12.99 

26.12 

59.94 

59.95 

29.93 

12.88 

54.83 

11.65 

59.65 

63.63 

25.34 

60.79 

71.78 

25.65 

27 .42 

13.66 

47.90 
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Table 4.14 

Position of the States with respact to Area Own:!d 
and Credit Obtain:!d for Different Size-class of 
1:!9ldi ng 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Size Class 
of Holding srATES with 

Higher percentage 
of credit than Area 
owned 

lower Iercentage 
of Credit than 
Area owned. 

- - ~ - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Marginal 
Farrrers 
(upto 
1 hectare) 

Small 
Farmers 
(Above 1 to 
2 Hectares) 

Semi _,.le di urn 
Farmers 

i~~a~~r 
Medil..llland 
Large f arrne r s 
(Above 4 
hectares) 

The remai ni ng 12 states 

Andhr a :P r ade sh, 
Bihar, Himachal Pradesh 
Karnataka., Madhya Pradesh 
Maharashtr a, Rajasthan 
and we st Be nga 1 

Kerala, Orissa, & 
Rajasthan. · 

Gujarat, Haryana, J & K 
Punjab, Tami 1 Nadu, tJ .F. 
and west Bengal 

Jammu and Kashmir, 
Kerala. Punjab, Uttar 
Pradesh and ~ st Bengal 

Assam, Gujarat, 
Haryana, Jammu & Kashmir 
¥erala, Orissa, 
Punjab, Tamil Nadu 
and uttar Pradesh. 

The remai ni ng 14 states. 

The remaining 10 state s • 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - ~ 
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Table 4.14 shows that as Many as 12 states were giving 

term c.tedit to the marginal farmers more than treir share 

in area owned. Only Jammu and Kashmir,. l<erala, Funjab, 

.west Bengal and u.P. were providing term finance to 

this group of farmers less than tr.eir share in area owned. 

In Kerala ownership of land is more equitably distributed 

and the marginal farmers own 45.74 ;fE!rcent of total 

owned lands. The.tefore, even if the state was giving 

a very high p!rcentage of term loans to the marginal 

farmers, still then the p3rcentage stood be low the share 

of the owned area. Similar was the case with west Bengal 

In Funjab, the share of term loans going to the marginal 

farmers was very low. Since 12 states were providing a 

greater .t=ercentage of term finance than th; share of 

owned area to the marginal farmers, it can be said that 

marginal farmers had a reasonably good access to the long 

te.tm finances of the commercial banks. 

So far as the small farmers are concerned, the states 

were almost equally divided in giving term loans. r;ight 

states ~ A.:P ., Bihar, Himachal Pradesh, I<arnataka, M.F ., 

Maharashtra, Rajasthan and west Bengal were giving a higher 

p!rcentage of term loans than the share of area owned by the 

sr:1all far~rs. The remaining 9 states were giving a less 

.t=ercentage of term loans than that of area owned to these 

farmers. uttar Pradesh, Haryana, Gujarat and Punjab were 

providing a very low ,P9rcentage of term loans to the snall 

f armerso 
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There was greater inequality in the distribution 

of credit and area owned for the semi. -rnedi urn farmers. 

Only in three states - Kerala, Orissa and Rajasthan -

they were getting a higher p3rcentage share of term credit 

than their share in owned area. In the remaining 14 

states they were getting a less JBrcentage share in 

term loans than that of are owned. 

The medium and large farners ~re getting a higher 

:rercentage share than the area owned in the states of 

Guj arat, Haryana, Jammu and Kashmir, Punjab, '!'ami 1 Nadu 

Uttar Pradesh and west Bengal. It was an obvious 

fact that in the relatively agriculturally deve lo~d states 

liKe Guj arat, Haryana, Punjab and Tami 1 Nadu, the banks 

should provide a greater r:ercentage 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 of more 

egalitarian nature of land ownership and one finds that 

only 13.66 p3rcent of land is owned by the medi!.ml and large 

farmers.· It is also found that in as many as 10 states, 

f arrrers are getting a less :rercentage of term loans than 

their share of area owned. Thus, the be lief that large 

fa=rrers were taking a higher p3rcentage of credit in all 

the States than their share of area owned was not true. 

However in agriculturally deve lor:ed states, the large 

farmers were taking a more percentage of credit than 
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their share of m-1ned are a .. may be because of mechani sa

ticn. 

When one does not relate their share of credit 

with area owned, one finds that they were taking a 

higher percentage of credit in many states. Table 4.13 

shows that, medi tmt and large farmers were taldng 

the highest percentage of term credit in the states of 

Andhra Pradesh, Guj arat, Haryana, Jammu and Kashmir, 

Karnataka, Madhya Pradesh, Maharashtra, Punjab, Rajasthan 

Tamil Nadu and Uttar Pradesh. Similarly Table 4.11 

shows that the highest percentage of short term credit was 

going to the medium and large farmers in the states cf 

AsSam, Gujarat, Haryana, Karnataka, r-t,adhya Pradesh, 

Maharashtra and Rajasthan. 

Thus, one can conclude that in many states, the meditm 

and large farmers were getting a higher percentage of credit 

from the commercial banks. B'.lt 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 uterm loans" than their share 

of area owned in as many as 10 states. However, in the 

relatively mere advanced states like Gujarat, Punjab, Haryana 
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and Tamil Nadu, the medium and large•farmers were taking 

a greater percentage of term loans than their ~rcentage 

shaxe in area owned. 

4.10 Credit from the Regional Rural Banks 

The Regional Rural Banks were started in 197 5, 

with the object! ve that they-~ would act as the 'rural 
a Ire 

arms' of the corn~rcial banks.· These banks;basically --
scheduled comnercial banks with the difference that 

their area of operation is limited to a particular 

region comprising one or mere districts in a state and 

they grant loans and advances particularly to small 

and marginal farmers, agricultural labouers, rural 

artisans, sma 11 entrepreneurs aoo persons of small 

means engaged in trade and other product! ve acti vi ties in 

the area of o{.Sration. Thus, the}! are supposed to fi 11 

tip the gaps left by the co-or.eratives and commercia·! banks 

while providing credit ·to the agricultural sector and 

to strengthen the rural credit marxet. Here an attempt is 

being made t0 study their overall prcgre ss in the rural 

areas and assess their extent of service rendered to the 

agricultural sector since their incePtion. 

The position of the RRBs with respect to their 

number, village population covered and the r.er hectare 

outstanding credit has been presented in Table 4.15. 
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Table 4.15 

Regional Rural Banks - Distribution of Branches, Village 
Population covered and Per Hectare Outstanding Credit 

As on December 1982. 

- - - - - - - - - - - - - - - - - - - - -
S1. 
No. 

STATES 

- - - - - - - -
1. Andhra Pradesh 

2. Assam 

3. Bihar 

4. Guj arat 

5. Haryana 

6. Himachal .Pradesh 

7. Jammu & Kashmir 

8. Karnataka • 

9. I<era1a 

10. Madhya Frade sh 

11. Maharashtra 

12o Orissa 

13. Punjab 

14 • Raj a sthan 

15. Tamil Nadu 

16. Uttar Pradesh 

17 • we st Ben ga 1 

All India 

c.v. 

No. of -Village 
Branch- Pcpu1a-
es tion per 

Branches 
(in 
thousands) 

436 

124 

1200 

76 

135 

60 

164 

421 

225 

589 

115 

484 

X 

336 

108 

1255 

405 

6133 

94 

l$9 

51 

323 

75 

71 

35 

62 

113 

71 

361 

48 

X 

80 

300 

72 

117 

79.97 

Per Hectare 
Direct 
Outstanding 
credit 

57 

16 

64 

3 

26 

42 

56 

42 

138 

14 

4 

61 

X 

23 

24 

42 

30 

39 

78:65 

Per Hectare 
Total 

0 utstandi ng 
Credit 

60 

19 

64 

3 

27 

42 

56 

50 

138 

15 

6 

65 

X 

23 

25 

43 

35 

41 

74.96 

Source; Rep:,rt on Currency and Finance, 1984-85, Vol. II. 



196 

It is observed from this table that at the end of 

1982, at the all-India level, the.re were 6133 RRBs. 

The nunber of RRBs wexe large in uttar Pradesh, 

Bihar, Madhya Pradesh, Orissa, Andhra Pradesh, Karnataka 

and west Bengal. However, the absolute nanber of RRBs 

cannot be the pro~r index of its expansion. TherefoJ:e, 

the ~r bank village population in the state has 'been 

considered. It is seen that p2r bank village p:>pulation 

was less in Jammu and Kashmir,. Orissa, Bihar, Karnataka, 

uttar Pradesh, Madhya Pradesh, Rajasthan and West Bengal. 

The lower population per bank showed that the .RRBs had 

greater coverage in these states. Their coveraqa 

of rural area is less in Guj arat, !vlaharashtra and Tami 1 

Nadu. These states are very strong in cooperative and 

commercial banks c.redit availability. Therefore, the failure 

of the RRBs to open more banks in these states did not affect 

the states significantly. However, the coverage was seen 

to ~ very less in 4'\.ssam which was very weak in institu

tional ere di t. Therefore, more RRBs should be o~ned 

in this state. So far as the ~r ~ectare direct credit 

avai labi.li ty was concerned, the top five states were 

Kerala, Bihar, Andhra k>radesh, Orissa and .• :i & K. The 

bottom five states in per hectare direct credit availability 

were Gujarat, Maharashtra, M.P. Asssam and Rajasthan. It 
' 

is rather unfortunate to note that the relatively lesS 

developed states like Assam, Rajasthan and Madhya Pradesh 

,.ere getting a very small amount of per hectare direct 



197 

finance. Again, it is interest~ng to observe that 

Kerala, which was topping in both co-o~rative and commer

cial banks"credit, was also topping in the availability 

of credit from the RRBs. The inequality in the distribu

tion of ~r hectare direct credit among the states was 

high as the co-efficient of variation stood at 78.65. 

The Per Hecta:re av ai labi li ty of tota 1 ere di t from 

RRBs also provided the same trend. The top ~:£.tve states 

getting higher ~r hectare credit were Kerala, Orissa, 

Bihar, Andhra Pradesh and Jamnu and Kashmir. The bottom 

5 states were Gujarat, Maharashtra, Madhya Pradesh, 

Assam, and Rajasthan. The RRBs ~re giving the highest 

amot.mt of per hectare credit in Kerala and the lo\'tEst in 

Gujarat. The inequality in the distribution of credit 

from the RRBs among-the states was also high as the 

valtJ:l of the co-efficient of variation stood at 74.96. It 

i "' <;I, thus, obser-ved that the purJ;X:>se of starting the RRBs 

has not been fulfilled since, the JX)orer states like Assam, 
-

Madhya Pradesh, Rajasthan, were sti 11 ~tti ng_ a very 

small amount of per hectare credit from the RRBs while 

the states lil<e Kerala, Andhra Pradesh and Uttar Pradesh 

were availing a hi gte r amount of credit from the RRBs. 

4.11 SWlmary of the Findin~~ 

From the above study it was clear that after the 

nationali sation of 14 major commercial banks in 1969, 

they have made a spectacular progress both in coverage 

Of rural areas and advancing the agricultural sectoro 
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Hov.ever, even after 13 years of nationalisation, 

significant interstate variations were fOIJild in the flow 

of commercial banks finances. The states like i\ssam, 

Bihar, Jammu and Kashmir, Madhya Pradesh, Orissa and 

Rajasthan were getting a very small am:>unt of per hectare 

ere di t while relatively more deve lo}:S d States like 

Kerala, Andhra Pradesh, Punjab, Haryana and Tami 1 Nadu 

were getting a very high am:>unt of per hectare loans. 

Secondly, it was observed that the inequality in 

the distribution of percentage 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 

dtl! to the better distribution of credit am:mg the 

better of states. The relative position of the less develoj:ed 

states remained rrore or less same. 

Thirdly, it was found that in the sOuthern states 

the percentage share of medi un and long term (Term Loan) 

loans was less whereas in. the relatively under developed 

states like Assam, Rajasthan, Madhya Pradesh, Jammu and 

I<a. s hni r and Himachal Pradesh, the share of the short term 

loans was high. 

Fourthly, it was found that by 1982, as mahy as 8 states 

did not achieve the credit deJ:Qsit ratio of 60 p:!r cent at 

the rural branches of the comrrercial banks, notwithstanding 
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the directive from 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 

metroJ;Oli tan centres via commercial banks. 

Fifthly the study showed that the medium and large .. _ 

farners loi!Etre taKing a greater ~rcentage of credit in many 

states. But when their share of credit was consid!red in 

re laticn to their share of area owned, it was found that these 

farmers were getting a percentage share in total "short-term" 

credit less than their share in ax:ea owned in all the 

states except Assam. They were also given a lower p:!rcentage 

of "Te.rm loans .. than their share of area owned in as many as 

10 states. However, in the advanced states like Gujarat, 

Punjab, Haryana and Tamil Nadu, the medium and large farmers 

were taking a greater percentage share in term finance than 

their share of area owned. 

Sixthly, the study revealed that the RRBs had failed to 

fulfil their assigned roles as the per hectare o·.1tstanding ere 

dit advanced by them was very low in the States like J\ssam, 

M .F. and· Rajasthan while a deve lot:ed State 1i ke Kerala was 

getting the highest per hectare credit from them. However, 

their sxcesS was moderate consi<i:!ring their performance in 

poor states like Bihar, Crissa, ,Jammu and Kashmir and to 

some extent, west Bengal. 



CHAPTER V 

~CIATION BET~N INSTITO!'IONAL C~DIT 

~ 

INDICATORS OF ECONOMIC DEVEWPMEN!._ 
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ASSOCIATION BETWl:;EN IN5riTtJI'IONAL CREDIT AND 

INDICATORS OF' ECONOMIC DEVE10Pt-1ENT 

Institutional ag9ncies extend credit to the 

agricultural sector nromally for productive purpOses. 

The borrowe~s use it as capital to purchase various 

inputs such as fertilisers and seeds and machinery and 

implements lil<e tractors and pump sets to increase 

productivity in agriculture. It has teen, often allecpd 

that a substantial J;Ortion of institutional credit 

is diverted for wasteful constlmption ex~ndi ture in 

India. However, the farmers of relatively r.lore develo.P:!d 
/ 

states invest their funds productively in agriculture. 

In this chapter, an attempt is being made to find out 

the degree cf association between flow of institutional 

cz:edit and some indicators of agricultural <Evelopnent. 

In this st.udy, 5 imp:>rtant indicators of agri

cultural de\telo:r;::.ment have been chosen. 'l'hese include, 

i) the _per hectare yield of food grains, ii) the. _percentage 

of area irrigated to total gross cropp::d area, 

iii) consmtpt;ion of ferti User (N + P2oi .. K2)) 

_per hectare, iv) nl.llllber of pump sets (electric plus oil 



i) 
ii) 
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engines) };:er thousand hectares of gross crop~d area 

and v) nl.lllber of tractors ~r tho•.lsand hectares. 

The data on these indicators of agricultural 6eve lopnent 

for the two time :t:e riods have been pre sen ted on Table 

5.1 and 5.2. 

To find out the association 'between flow of 

credit and indicators of agricultural deve lopnent, 

three types of credit have been considered. These are, 

i) total co~perative credit per hectare of gross cropt:ed 

area, ii) total comrrercial banks' finances p:!r hectare 

of gross croPt:ed area and iii) total institutional 

credit (both co~peratives and commercial banks) ~r 

hectare of gross crop~d a:rea. 'to study the association 

between two sets of variables the method of rank 

correlation has been used. 

The co--efficients of correlation between per 

hectare credit and indicators of agricultural deve lopnent 

are presented in Table 5.3 

CorrelatiQn TQble 5.3 ( 1971-721. 

y1 y2 y3 y4 y5 

NS NS 
xl 0.38 0.17 0 .. 75* 0 .63* 0.52* 

NS N5 NS 
x2 o.11 0.15 Oo71* 0 .45** Oo23 

NS 
x3 0 .45** Oo18 Oo83* 0 .45** 0.33 NS 

** 
NS -

Significant at 5 :r;ercent leve 1. 
Si~nificant at 10 ~r cent leve 1. 
Not significant 
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a Co-op:!rative Credit fer hectare of gross 

cropp:!d az:ea. 

Commercial banks' credit per hectare of 

gross cropfed area. 

Total Institutional credit per hectare. 

Yield of food grains par hectare of gross 

croPfed area. 

Percentage of area irrigated to total 

gross croppad area. 

Consunption of fertiliser :;;:er hectare. 

N~nber of PLJnp sets (both electric 

and oil engine) ~r thousand hectares. 

NLI'!lrer of tractors ~r thousand hect~. 

It was found 'that the coefficient_of correlation 

between per hectare credit .and various indicators of 

agricultural developner.t was positive in 1971-72. 

The value of the co-efficient of correlation between 

par hectare co.:Operative credit and yield of food grains 

per hectare was 0.38 which was not significant. 

The co-efficient of correlation between J_:er hectare 

commercial banks' finance and yield of food grains par 

hectare was 0.11 which was also not significanto 
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The weak association 'bl!tween ~r 'tlectare yield of 

food grains and per hecta~ credit can }:Jie explained 

by the fact that i nsti tutlonal agencies not only extend 

credit for produCtion of food grains but al~ for 

cash crops and planta.tion purt:Oses. There are some 

states like Ke rala, Karnataka, Andhra Pradesh, T ami 1 

Nadu, Gujarat and Mahrashtra which invest roore credit 

on cash crops than food crops. These states tal<e 

higher rank in per hectare credit availability but 

lower rank in p:!r hectare yield of food grains. 

Therefore, the association between ~r hectare credit 

and J;Sr hectare yield of food grains bec_omes weal<. 

However, it was found that the valua of the coefficient 

of correlation between tota:J. institutional credit per 

hectare and yield of food grains p:!r hectare was 0.45 

which was significant at 10 p:!r cent level. 

These was no significant association between the 

three types of credit and !2rcentage of area irrigated 

to total gross crop~d area. It was because of the fact 

that some states like I<erala, Gujarat, Karnataka 

and Maharashtra were placed in the high!r rank of !2r 

hectare credit but in the lower rank in b!rms of 

percentage of area irrigaued. It was also observed that 

some states were getting lower percentage of Credit 
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though they were having a greater parcentage of 

irrigated area. Because of the divergence of the ranks 

of the states, the degree of association became weak. 

It was noted that thexe was strong correlation 

between ~r hectare credit and fertiliser consumption. 

The values of the co~fficients of correlation bet~en 

the three ty];:E!s of ~r hectare credit and ISr bectaJ:e 

terti User consumption was high and significant at 5 

per cent level. 

There was alsO strong correlation l::etwe en credit 

availability and use of pt.:mp sets. It shc~d that the 

farmers were investing a greater t:ercentage of 

institutional credit for the p•..trchase of P'..lmP sets 

in 1971-72. The value of _the co-efficient of correlation 

between p:!r hectare co-<:>t:erative credit and n\ll'!\ber of 

pt.:mpsets per 1000 hectares was 0.63 which was significant 

at 5 per cent level. Similarly the co-efficient of 

correlation ~tween per hectare commercial banks' 

credit. and use of ptr.lp sets stood at 0.45 which was 

significant at 10 p:!r cent level. The value of co-efficient 

of correlation between total institutional credit and 

of purr.psets p!r thousand J1ectare s was 0 .40 which was 

significant at 10 percent leve 1. 
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The value of the co-efficient of correlation 

between ter hectare co-oJ;erative c.redi t and number of 

tractors f:Sr thousand hectares was 0 .52 which was 

significant at 5 ~r cent 1eve 1. P-0wever, the value 

of the coefficient of correlation was not significant 

between per hectare commercial banks credit and numbers 

of tractors par thousand hectares. Similarly it was 

not significant between par hectare total institutional 

credit and nunber cf tractors f:Sr thousand hectares. 

In 1971, the use of tractors was limited to Punjab, 

Haryana and Uttar Pradesh. Ther,e were many states which 

were receiving higher level cf :t;er hectare credit in 

1971-72, but they ~re not using tractors. In fact, 

Kerala was having nunber 1 rank in par hectare credit 

but lOth rank in use of tractors. Therefore, the 

association between f:Sr 'hectare credit and tractor use 

was found to be weak. 

1981-82s 

The co-efficients of correlation between :P2r 

hectare institutional credit and indicators of 

economic development for 1981-82 has ~en preSented 

in Table 5 .4. 
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Correlation Table 5.4 

y1 y2 y3 y4 Ys 

x1 0 .34NS 0 .16NS 0 o74* 0 .75* 0 .31NS 

x2 0 .66* 0.29NS 0 .63* 0 .62* 0 .19NS 

x3 0.58* o.28NS 0 .70* 0 .64* 0 o23NS 

In 1981-82, it was found that the co-efficient 

of correlation was positive between ter hectare credit 

and all the indiCators of economic develo~nt. The 

co-efficient of correlation batween fSr hectare credi:t 

and yield of food grains was not significant. It was 

because some states were getting a higher t:er hectare 

co-o;:erative credit but their yield rate was not as 

high. However, the co-efficient of correlation was 

significant at 5 per cent leve 1 bet.,.,een ter hectare 

comnercial banks• credit and ter hectare yield. Similarly 

the correlation was significant at 5 p:!r cent level ~t.,.,een 

per hectal:E! of total insitutional credit and yield x;er 

hectare. 

The association between :per hectare credit and 

percentage of area irrigated was not significant in 1981-82 

also. It was because scme states are ranked higher 

in fer hectaxe credit but their rank in ~rcentage of 
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irrigated 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 o It revealed that a substantial p:>rticn of credit 

might be used for the purchase of :fertilisers. The 

coefficient of correlation between per hectare co-o_p!rati ve 

credit and t=er hectare fertiliser consumption was 0.74 

which was significant at 5 ~r cent level. The 

co-efficient of correlation between p!r hectare comrrercial 

banks credit and consumption of fertiliser was 0.63 

which was significant at 5 par cent level. Similarly, 

the co~fficient of correlation was 0.70 between p!r 

hectare total institutional credit and fertiliser use 

which was significant at 5 p!r cent level. 

The association l:etween ~r hectare credit and 

use cf ptrnp sets was significant in 1981-82. It 

substantiated the fact revealed by the study that 

the highest ~rcentage of medi urn term loans advanced by 

the co-oparative societies was for the development of 

irrigation facilities through the purchase of p!rsian 

wheels and Pt.DIP sets. The co~fficient of correlation 

between per hectare co-o];:Srative credit and pump sets 

per thousand hectares stood at 0.75 which was significant 

at 5 ~r cent level. The co-efficient of correlation 
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between p::!r hectare total commercial banks' credit 

and P\.ll\P sets p! r thousand hectares -was found to be 

0 o62 which was significant at 5 per cent leve 1. The 

co-efficient or correlation tetween :f2r hectare total 

institutional credit and nunber of ptJnp sets ~r 

thousand hectares stood at 0.64 which was significant 

at 5 J;Sr cent level. Thus it was clear from the 

study, that there was strong association between flow 

of credit and use of PllllP sets by the farmers in 1981-82 

to increase agricultural prodtetivity. 

The association between institutional credit 

and use of tractor was found to be rather weak in 198182 

tho ugh there was positive cor.re lations between the t.....o 

sets of variables. The co-efficient of correlation 

between p!r hectare co-o~rative credit and number of 

tractors J:er thousand heqtares was found to be 0.31 

which was not significant even as 10 p!r cent level. 

The co-efficient of correlation ~tween per hectare 

commercial banks' credit and ntnte r of tractors _per 

thousand hectares stood at 0.19 which was also not 

significant. Similarly, the correlation between 

:fer hectare total institutional credit and tractor 

use was not significant in 1981-82. The association 

between flow of credit from two institutions and use 

of tractor 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 li 1<e 'Kerala, Tami 1 Nadu, Maharashtra 

and Andhra Pradesh ~re getting 'higher ranks in insti

tutional credit but __ 1o~r, ranks in t~ use of 

tractors. Again, states lil<e Rajasthan and Bihar 

were getting lower ranks in credit but higher ranks 

in tractor use. '!here fore, 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 be tween availability of ~r hectare 

credit of cornrne rei a 1 banks and co-o~ r ati ves to find 

out whether they were additive or not. The Dantwala 

Cornrni ttee on RRBs cone luded that comnercial banks' 

agricultural credit had been additive and had not 

helt:ed to fill the geographical gaps in tre availability 

of credit not covered by co-or:eratives. It was found 

that the rank corre laticn co-efficient was 0 .60 in 1971. 

In 1981-82, the correlation co-efficient was 0 .1 4. 

Thus, there was high degree of association l:etween 

}:er hectare availability of co-or.erative credit and 

cornrrercial banks • credit. The corn~rcial banks should 

pay more attention to those regions which were weak 
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in the deve lopnent cf co-op::rative s while they 

formulate their further branch expansion rolicy. 

From t~ above study, it was observed that there 

was significant association between }:Sr hectare credit 

availability and usa of fertilisers and P'l.ITlP sets 

in both tt.e time :P=!riods. It was also found that 

the degree of association l:etween f2 r hectare credit 

and yield of food grains }:Sr hectare, ~rcenta4j9 

qf are a irrigated to total area and nlZtlbe r of tractors 

p:!r thousand hectares was weak. 
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St:ate-wi se ~~.Q.'l..Q.L~_r2)icators of _A~~q1tura1 Deve loenent 

( 1 9 7 1 - '.12) 

Anchr3 Pradesh 

Bih<:~r 

Guj arat 

Hary'i!"ld 

Hi mac'~c~ 1 ?rade sh 

J amm•J :;. Kashmir 

Karnataka 

1<e ra1a 

Madhya l' r 3.de sh 

Mahar<tshtra 

Orissa 

Punjab 

.1\aj asthun 

T dllli 1 Nad \l 

Uttar Prada sh 

west 13t:!nga1 

'Iota1 
food grains 
yield in 
key p:~r 

hectare 

639 

945 

930 

856 

1149 

lH·8 

1236 

828 

14iS 

682 

407 

732 
2028 

501 

1345 

914 

1217 

~ rcent.J<J'! 
of area 
i rr 1 gated 
to total 
gros~ 

croppad 
ar2a 

33.3 

20 .l 

25.5 

13.1 

44 .1 

17 • 3 

3d.3 

12.3 

20 .3 

7 .2 

9 .4 

23.0 
74.1 

14 .7 

44 .6 

36.5 

21.'::1 

Consi.J':lption 
of fertili
st=r ~r 
unit of Gross 
CroPFSd a~a 
key p:!r 
hectare 

22 .59 

2.94 

9.79 

17 .90 

16.62 

7 .19 

6.12 

15.45 

22.28 

5.79 

12.42 

5.94 

52.69 

4.97 

48.31 

20.90 

14.32 

Source& i)· r'ertiliser Stc}.1:;i_stics FA! Publication. 
ii) Nunber of tra~;.sl971-78. 

Number of 
Ptr.1p sets 
P'! r tho ll
sand 
hectares 

20 .o 

X 

8.9 

41.6 

22 .a 
X 

X 

18.1 

9.5 

5.4 

19.5 

o .as 
57 .o 
4.3 

116 .o 
13.4 

0.97 

No. of 
tractors 
p=r 
tho u.:iand 
hectares. 

s.o 

1.6 

5.3 

7.9 

36.4 

3 .3 

s .e 
5.2 

5.1 

2 .4 

3.2 

2-5 

74 .o 
7 .o 1 

7 .Q6 

11.98 

0.97 
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Table No • 5 • 2 

Stai;e-wi a Distribution of Indicatpr s 2£ _l"\gri.c ultural Deve !crement ( 1981-82) 

- - ~ - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Sl.No. Sl'A1'l:::S 

1. Andhra Pradesh 

2. Assam 

3. Bihar 

4. Guj arat 

5. Haryana 

Total 
fcbod grai n.:3 
yie 1d in 
key t:2r 
hectare 

?ercenta
ge of 
area irri
gated to 
total gross 
crop~d 
area 

Consumption 
of fertili
ser t:2r unit 
of Gross 
Crop~d area 

Number of 
Pump sets 
per thou
sand 
hectares 

- - - - - - - - - - - - - - - - - - - - - - - - - -
1147 33.3 50 .o 33.2 

1073 16.6 3.3 o.3 

1031 34.1 18.0 21.2 

1001 21.4 38.6 45.2 
1597 56.7 45.5 33.1 

6. Himachal Prada sh 1026 16.4 19.5 2.1 

7 • Jammu & Kashmir 1559 40 .o 21.8 1.02 
8. Karnataka 1023 14.9 34.4 7 .7 
9. ¥erala 1587 13.1 32.9 18.2 

10. Madhya Pradesh 688 11.3 10.9 12.3 
11. Mctharashtra 693 12.3 26.6 26.7 
12. Orissa 870 19.5 9.9 o.s 

13. Punjab 2458 83.4 123.7 65.2 

14. Raj~sthan 531 20.2 7.9 9.0 
15. Tamil Nadu 1340 47 .6 66.7 148o2 

16. Uttar Pradesh 1206 45.9 52.2 26.3 

17 • west Bengal 1358 20.8 32.8 X - - - -------- - - - - - - - - - - - - - - - - - - - - - - - - - -
Source a same as Table 5.1. 

Number of 
tractors
per thousand 
hectares. 

- - - --
8.5 

2.1 
9 .g 

10.3 

52.1 

5.3 

8.2 

. 7.4 

5.8 

6.9 

6.1 
1.6 

9'6.2 

13.3 
9 .5 

28.8 

9.4 
- - - -
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CHAPI'Ek VI 

SUMMARY AND CONCLUSION 

The object! \lE! of the study was to find out changes in 

the relative iaiportance 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 intere state variations in the di·stribution of 

institutional cJ:edit. Besides,it was proposed to analyse 

.the changes in the security pattem of loans, position 

of overdt:es and purposes for which co-operative loans 

were advanced. Finally, it was also intended to look into 

the changes in the p:>sition of the czedit dep:>sit ratio of 

the commercial banks in the rural Centres. 

G~rowinq Importance of Institutional Cpdi t 1 

The study revealed that the 'multi-agency approach' 

to rural credit had been prcgressin_g slowly but steadily 

in India. The efforts of the governnent to drive o'.lt the 

exploitative private agencies lil<.e the moneylenders out of 

the rural credit marmt had met with limited s'.lcae ss 
' 

ti 11 abo'.lt the beginning of the seventies. Between 1961-62 

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 money lenders 

continued tc dominate the rural credit marl<et in ·many states 
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such as Assam, Bihar, Jammu and Kashmir, Rajasthan 

and Andhra Pradesh. Efforts shc:.\lld be'" made to strengthen 

the institutional agencies in these states so that the 

investment in usurians money lending that inhibits productive 

investment in agriculture can be checled. 

It was found that by 1982, the comnercial banks had 

entered the rural at:eas as a major sourO! of 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 relative 

stagnancy of the co-op:!rative socieites in certain 

regions. It was observed that the share of the comnercial 

banks• credit had increased in all the states during 

the seventies. The interstate variations in the 

distribution of comnercial banl<er•s share in tctal credit 

also declined. The study revealed that the share of 

RRBs in total institutional credit was higher in the 

re la ti ve 1 y less de ve 1o t::e d states 11 1e • 0 ri ssa, Pi h ar, 

Jammu and Kashmir, Assam, and Himachal Pradesh. It 

should. be noted that these states were also weak with 

rest::ect to the availability of credit from co-operative 

agencies. The states which xeceived a lower ~rcentage 

of credit from the RRBs wez:e developed in terms of 

co-operative and commercial banks' credit. Therefore 

it can be concluded that the RRBs wel:E t=erforming their 

assigned role fairly successfully. 
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Co-ooarati ve Credit to Agriculture: 

The expansion of the co-operative societies in 

relation to the nllnber of villages covered and popula-

tion 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 me~rs to total population served 

was less than 10 in the states of Bihar, Guj arat. 

Jammu and I<ashmi r, Madhya Pradesh. Uttar Prade sh and 

west Bengal. It is thus essential that sJ;ecial efforts 

should be made to increase the memt:ership of the co-operative 

societies in these states. 

There was .large inter-state variations in the 

distribution of co-op:!rative credit. The availability 

of loan p:!r hectare of gross cropp:!d area was considerably 

low in the agriculturally lesS developed states like 

Assam, Bihar, Orissa. hajasthan. Madhya. Pradesh and 

west Bengal and relatively higher in states such as 

Punjab. Haryana, 'I·ami 1 Nadu. Gujarat, Maharashtra 

Kerala. Andhra Pradesh and I<arnataka. It was also noted 

that inequality in the distribution of J;er hectare 

co-op!rative credit among the states had increased during 

the last two decades notwithstanding the best efforts 

of the government to have a more equitable distribution 

of institutional credit. 
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Bet~en 19 61-62 and 1981-82, the co-op!rati ve 

credit was higher in the states of Bihar, Himachal 

Pradesh, Orissa and Rajasthan. The- states were 

less develop9d in co-op!rative credit. The higher 

growth rates in p!r hecta.te credit were realised in 

these states because of their low IS r hectare credit 

a vai labi ll ty in the base year. On the other hand, 

Guj_arat, Tami 1 Nadu, Maharashtra and Andhra Pradesh 

recorded a higher growth rate in per hectare credit 

even though they were getting a higher level of 

p!r hectare oo-op!rative credit. Thus, the trend in 

growth rates were highly in£ luenced by the availability 

of c.tedit in the base p!riod. However, thJ:ee states, 

namely Kerala, Haryana and Punjab were showing both 

higher growth rates and higher leve 1 of par hectare 

c.tedit 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 perO!n

tage share in gross cropped area, some encouraging 

results were noted. It was found that the Gini 

coefficient of concentration had increased in the first 

decade but declined in the second decade. In 1981-82 

seven states were getting a higher share in co-oJ;.erative 

credit than their share in gross cro~d area. These 

states we.te Maharashtra. Punjab, Kerala. Guj arat, 

Haryana, Andhra Pradesh and Tamil Nadu. It should be 
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noted that most of these states were doing we 11 

in agricultuxe as also in oo~p:!rati ve credit. In 

1961-62 also. all these states were having co~perative 

credit higher than their share in gross cro~d area 

except Haryana. Thus. even if the inequality in 
~ 

the distribution of credit in relation to the ~rcentage 

share of gross cropptd 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 

pro12rty was the most important security against which 

co~~ratives were advancing loans. With the introduction 

of the crop loan system, prospect! ve agricultura 1 produce 

had assumed importance as a security after the seventies. 

However. in 1981-82, Guarantee/surety was sti 11 treated 

as the most important security against which 40 percent 

of the total credit was outstanding. This security 
of 

was of higher im~rtance in the statesl_Himachal Pradesh, 

Pun jab; Haryana, Rajasthan, Tami 1 Nadu, Uttar Pradesh 

and Orissa. The importance of guarantee/surety as a 

security in 1981-82 revealed that the co-operative 

societies had not fully abandoned their tradi tiona! 

attitude of insisting on sureties. No wonder, therefore, 
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1 n parts of rural India the insistence on sureties 

for loans might sti 11 be forcing the small and marginal 

£arne rs to dep!nd on the rich farmers. 

So far as the purpose-wise di stribation of credit 

was conoerned, it was found that 90 p!rcent of the 

short teJ:m loans were granted for seasonal agricultural 

operations in most of the states in 1981-82. A major 

percentage of medi urn teJ:m 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, showing 

that the PACs were converting short-term loans into 

medium -term loans to reduce their overdues and pretend 

to maintain their viability. Long-term loans were 

advanced by the central Land Developnent Banks for 

two im.P:>rtant purposes, natre ly irrigation development 

and purchase of machinery and implerrents. The study 

revealed that the percentage of credit granted for 

machinery and im~lemants was increasing steadily since 

1971-72. In 1981-82. a relatively higher percentage of 

long-term cx-edi t was advanced for this purpose though 

the highest percentage was sti 11 given for irrigation 

developnent. A higher p!rcentage of long term credit 

for the purchase of machinery and implements was advanced 

in Punjab, Guj arat, Haryana, Tami 1 Nadu. Jammu and Kashmir 
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and Himachal Pradesh. Thus, the farmers in the state 

of Punjab, Haryana, G uj a rat and T anti 1 Nadu -were getting 

greater amount of credit for the purchase of machinery 

and implements in 1981-82. In the less deve lop:!d 

states lile Jammu and Kashmir and Himachal Pradesh 

the higher p!rcentage of long term credit might be due 

to the fact that only the better· off ~faraere were taking 
--···--·-

these loans to purchase machinery and implements. The 

percentage of credit granted for irrigation purpose 

declined in 12 states. These loans might have been 

diverted for the purchase of machinery and implements 

of loans granted for this purpose increased 

as 15 states. 

that the relatively less develo}:Sd 

states li le Bihar, (Assam, West Bengal and Madhya Prada sh 

were having a higher ~rcentage of over-dues to total 

outstanding credit in 1981-82. The trend was not 

surprising since there was no techno logical bi:eakthrough 

in the agricultural sector of these states and the xepa~ng 

capacity of farmers in these states was of a low order. 

However, the low percentage of over-d~s in Orissa 

and Rajasthan and Himachal Pradesh may be due to the 

conversion of short-term loans into mediun term loans 

by the PACs to show their viability. As ex}:Scted, the 
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~rcentage of overd~s 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 

percenta~ of area owned am:mg the different size-class 

of ownership holdings 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, Assam 

and Orissa - where agriculture was sti 11 backward and 

where the green revolution had ~t made an imPact, were 

experiencing greater inequality in the distribution of 

credit among the different size-class in relation to the 

area owned. It implied that the small and marginal 

farners in these states were getting lim! ted access 

to the co-operative credit in these states. On the other 

hand, many other states lile Punjab, Gujarat, Maharashtra, 

and Tamil Nadu were ex;:eriencing very less inequality 

in the distribution of credit among different size classes 

of holding in relation to a.tea 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 g1. ven for 

productive purposes and. according to the absorpti-ve 
7 .. ; l· 

capacity of the farmers· their land. This argument is 
''· 
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based on the premi sa that the distribution of credit 

should be proportional to the distribution of land owned. 

But in India. mo.te than 55 pi!rcent of the total house

holds be long to the category of marginal farmers and 

they own only 15.49 percent of total land. Go,errment 

sponsored institutional agencies are expected to play 

a sp!cial role in alleviating the poverty of the masses. 

The co-<>p!ratives should abandon their traditional 

approach to sanction credit and di o;,e rt moze credit to the 

hands of these farmers not on the basis of land owned 

but on the basis of other credit worthy pur:[X)ses 

li~ animal husbandry, horticulture, piscicultre and allied 

acti vi ties •• 

It was heartening to find from the study that in 

1981-82, the tenants and landless labourers were getting 

a higher p!!rcentage share of total credit in those 

states where co-<>perative socieites were fairly developed. 

In Haryana, and Punjab, mor:e than 10 p!!rcent of cxedi t 

was given to this class. · In ¥erala, Himachal Prade.sh 

and Andhra Pradesh, this grQup was also enjoying mo.te 

than 7 percent of total credit. However, in the less 

develop!d states of Bihar, Orissa, Rajasthan, west Bengal 

and Madhya Pradesh., a very small p!!rcentage of total 

credit was gi.'ven to them. The coperative agencies 

should male sp!cia 1 efforts to divert a substantial 
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}:ercentage of their credit to this vulnerable section 

of the society. These agencies should inject mo~ 

credit into the hands of the wealer sections to enablf! 

them to purchase and maintain certain productive 

assets that would ensure a miniml.lll standard of living 

for them. To a large extent. the current package 

of x:rogramnes under IRDP gOes to meet such a demand. 

Comuerd.al Bang Credit to Agricultw;eJ 

The study revealed that in 1981-82, 52 p:trcent 

of the total commercial banks' offices were located in 

the rural areas against 35 ~rcent in 1971-72. It is 

slightly puzzling that the rural branch expansion was 

higher in those states which did not ex:P3rience agri

cult·ural deve lopnent in a significant way. In 1982. 

the p!rcentage of rural branches to total commercial 

banks' branches was more than 60 percent in the states 

of Assam, Bihar, Himachal Pradesh. Jatm1u and Kashmir, 

Madhya Pradesh, Orissa and Uttar Pradesh. In states like 

Kerala. ~aharashtra. Tamil Nadu and Guj arat showed 

a lower percentage of rural branch expansion of the 

comnercial banks was in existence. 

Significant interstate variations were found 

in the flow of commercial banks' direct finances to 

agriculture. In 1982 the ~r hectare credit availability 

was more than Rs. 300.00 in states of Kerala, 'l'amil 

Nadu, l?unj ab, Andhra Pradesh, l<arnataka, and Haryana 
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whereas it was less than Rs. 150.00 in states of M.i'. 

Rajasthan, Orissa and Bihar. However, it was observed 

that the inequality in the distribution of commercial 

banks' direct credit among the states had declined 

in 1982 in comparison to 1972. The same trend was also 

observed in the distribution of commercial banks • total 

finance to agricultw:e. 

It was found from the study that inequality in 

the distribution of the ~rcentage shaxe of cxedit of 

the states ·in total cxedit xe lative to their shares in 

gross crcpp!d area had declined. during the 10 years 

bet,.en 1971-1981. In 1982 states lile Andhra Pradesh, 

'l'ami 1 Nadu, Karnataka., Punjab, P.aryana and Kerala 

were avai ling:,of a p:!rcentage shaxe of credit greater 

than their share in gross cropped area. It should te 

noted that all these states were doing well in terms 

of agricultural developnent. On the other hand, Uttar 

Pradesh, Gujarat, ~..adhya Pradesh, Rajasthan, Bihar, 

Orissa and Assam ,.,.axe getting a percentage share of credit 

less than their share in gross cropp:!d area. ·However, 

t.he inequality in the distribution of fercentage share 

of tba states in total credit relative to their shares 

in total gross cropp:!d 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 (term 

loans) Loans from commercial banks was less whereas in 
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the releatively less dev.elop!d states lil<e 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 tractors, agricultural implements and 

machinery, it becomes obvious that better off farmers 

had more access to the commercial banks in these states, 

In 1980. the credit deiX)sit ratio of the commercial 

banks in rural branches had improved to 0.58 in 1982 

from 0 .47 in 197 2. However, i.n 19 82. the c .D. ratio 

was less than 1 in all the states except Orissa. In 

fact • the CD ratio in rural centres was less than 60 

percent notwithstanding the directive of the RBI 

that by March 1979 the rural and semi -urban branches 

should achieve a c.p. ratio of at least 60 ptrcent. 

This type of trend revealed that the surpluses of 

the rural areas were diverted to the urban and 

metropolitan centres via the commercial banks. If this 

trend contin\Jii!s one of the major objectives of nation-
. 

a lis ation wi 11 remain unf ulfi lled • 

It was observed from the study that the medi tm 

and large farmers were gettirig a greater p!rcentage of 

credit in many states. But when their share of credit 

was considered in relation to their share of area owned, 

it was found that these farmers were receiving a parcentage 

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 _fercentage of -rerm 

Loans• than their share of area owned in as many as 
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10 states. In the deve lop:ld states lile Gujarat, 

Punjab, Haryana and Tamil Nadu, the medi urn and large 

farmers ~re taking a gx-eater p:lrcentage of 'term 

finance• than their share of area owned. This is largely 

because_of many profitable investmeiX.op:port.:unities 

o t:e n to semi me di an/ large farmers in these pro gre ssi ve states. 

It was also clear that marginal farmers were 

getting •short-term• loans more than their sha.te in 

a.rea owned in all the ~tates except Jammu and Kashmir. 

The small farmers were also getting a g.teater share 
in 

of credit than their shaJ:E of holdingLas many as 

13 states. Even at the all-India level, the marginal and 

small farmers ~re receiving a greater sha.te of "term· 

finance • than their sha.re in area owned. Thus if 

distribution of credit arroB;;J the various size classes 

of ownership holding was related to area o-wned, 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 t:e conside.ted in 

absolute terms it would bound to be slewed in favour 

of the rich farmers. 

The study revealed that the per hecta1'.1! outstanding 

credit advanced by the RitBs, was very low in states, 

such as Assam, Nadhya Pradesh and Rajasthan which were 

weak both in co-op:lrative nor in commercial banks' 
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czedit whereas a state lilr.e Kerala was getting the 

highest tar hectare czedit from them. The above 

position notwithstanding, the coverage of the village 

population by the RRBs was fairly satisfactory in 

the less developed states su::h as Jammu and Kashmir, 

Orissa, Bihar, Madhya Pradesh, Rajasthan and west 

Bengal. This was reflected by village J;X>pulation 

};2r branch of RRB in these states. '1'he su::cess of the 

RRBs could be tenned as JOOderate considering the JBr 

hectare cre.dit supply from them in states li~ Bihar, 

Orissa, Jammu and I<a.shmir and west. Bengal. 

It was observed from the study that the degree of 

association between per hectaze credit and fertiliser 

consumption •p3r hectaze of gross crop,t:ed azea was 

significant in both the time pariods. Similarly, the 

association between p:!r hecta.te credit and nunber of 

punpsets ,t:e r thousand hectare 3 was significant in 

both the time ~riods. However, it was foWld that the 

association.l:etween }?E!r hectare credit availability and 

per hectare yield of food grains, fer hectare credit 

and use of tracrors. tar thousand hectares a1d ~r 

hectare crddi t and percentage of aJ:ea irrigated was not 

significant in btoh the time periods. 

The study throws up a few important far reaching 

policy implications. It seems that increasing concentration 

of co-operative credit to agriculture is taldng place 

in a few regions/states between 1962 and 1982. Again, 
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if distribution or credit is consideJ;t!d inde~ndent 

of area owned, the medi t.n and large farmers were 

taldng a larger share of credit than the snall holders. 

This trend is observed despite the goals set before 

the institutional agencies to provide a more even 

di atribution of bank credit. Further, the credit dep:,si t 

ratio in rural centres was found to be less than 60 

percent 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-o~rative agencies 

should male an alloJlt effort to reorganise and 

strengthen the PACs in these states. Activities of 

the RRBs should be extended to eliminate the imbalance 

in ~the distribution of credit arising out of unaqual 

growth of co-op:!rative movement within the country. 

While fixing the credit limit for the small and marginal 
to 

farmers their share may not be ~gged ·down /_ the limits 

of a%E!a owned by them. In fact, their credit require ... 

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 contention is that even for 
1)'\)t 

making a sizeable improvement in their prod\lCtion regiOfta..J. 

they need a more higher doze of capital on J;:er hectare 
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basis because, inter alia, the diseconomies of 

indivisibility al:E! fairly big in their case. 

Besides crop production, they can use the cl:E!dit in 

other productive activities like horticultw:e, animal 
I 

husbandy, pi.Jaculture and allied activities. ··.·On the 

same ground, the institutional agencies should provide 

more accommodatio.n to the landless labourers and tenants 

than here-...,to-folt'e. Thus one can suggest that a far 

more egalitarian cl:E!di t plan should be made and 

monitored by the institutional agencies for raPid 

as well as balanced agricultural development in the 

country. 
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