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CHA r TER I 

IN 'rG()DUCTION 

India 18 primlirily an a,~ricultural country and &&ri­

cultural sector is the maInstay of the nDtlon~1 ~ conomy, 

accounting for al&ost half of its national incom~ and 

three quartp.re of its workin& forc~. In such a predomi­

nQntly &brlcultural country, improvement In agricultural 

productivity in the ~8rll phase of economic development 

ie ot paramount i~portQnce 8S this provid~s the base for 

industrial expansion. Jacob Viner sr,ues that a high 

degrpe of industrialisation 18 not necP.soary for raieing 

per cspita income of a country. Thi. can be 8chievo d ai~ 

a180 by improving agrlcultur~. PUomlnantly agricultural 

countrios are g~neralll found to be poor", he argues, Wnot 

bp.c8uBP they are &bricultural but b~ caU5e their agriculture 

18 backward".l 

ililfred l·ialenbau:n has ~lIprf' s st'ld thp view that 

lrrospective of whatev er aucceee India might achieve on 

the industrial front In 80lving the balance ot payments 

problems, its e conomic pro~rp'8B would depend l.r~ell 

1 Vinor Jacob, Int-rostional Trade and ~conomic 
D~vplopment, 1952, p. 62. 
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2 on the development of aGriculture. Hpnce, the agricul-

tural sector of our pconomy neods carpful handling and 

planned stimulation as otherwise it can arrest the develop­

ment of the entire ~ cono~y.) 

The Planning COlll!!liaa1on of India han also etnphaailu!d, 

" •••• that without a substantiAl increasfI! in the jJroductlon 

of food and r a w rr.uterisls nepded for industry , it could be 

i mpos sible to sustain a higher te~ po of industrial develop-

ment. It is necessary, ho •. ev r r, on economic 8S '!ell as 

on ot.her grounds, firllt of all to streo&then the economy at 

the ba se and to cr~ate conditions of lIufficiency and even 

plentt tude in respect of food snd raw ltateriala". 4 

Ind"pd, rap! d d"vP.lop:!lent and growth of 86ri culture 

bas been one of the principal taeks in which India has been 

en&aged over the last three decades. This requires aj:j..l1-

cation of science and technolo6Y to land, by adopting 

innovations, which usually re quire a shift to the use of 

mod .. rn farming inputs from the traditional onos. The intro­

duction and adoption of modprn farm techno l ogy in fardng 

business involve purchase of modern [ann inputs like quality 

se~dB, fertilizers, m. chinery und ~qu! pments, etc •• which 

2 l~alenbl1um wilfred, Prospects for Indian Devl'lopClent, 
1962, p. 219. 

) Schultz, T. ,\ ., o,he r.cono:::ic _cr p;anlzation of i-griculturp , 
195). p.). 

4 Govl'rnment of India
L 

f lanning COIILT. i!lsion : ThE' r irst 
Five rear flan. 1952, p.4 • 



results in a significant d~mand for funds. 

!lowpvpr, a lar!!>" proportion of Indian il&r1culturistl!l 

consists of f.rlll'lrs hi th (I small land biLse. Th" produc@'j' of 

thAir l6lnd 1!'1 hardly l!Iuf1'1c!ent to maintain their 1'&r.'.1l1es.Il 

i8, th"'r"'Corl!, usually difficult for thelll to spore ad~quate 

funds tor purchasing inputs and impl .. cr.ents 80 n(>cflesary 

for the adoption of modern farm t~chno l ogyj sometimes, 

thAir incomes are insufficient for rce .. ting "v(!!n current 

consumption .. xp .. nsee. ol!sides, they find thpir funds 

inadequate to financp agricultural operations even under 

tradl t i onal m .. thods of farming. 

ThuB it Is obvious thilt i n our coull.try, int .. rnill 

BOUrCI)a of fundS can Qt b",st m .. pt only a part of the demand 

for funds by agr : culturists and a major share has t~ co~. 

from pxt .. rn611 SOurCI!5. Therefore. credit bpco~ps I!sselltial 

for faMlillg, particulnrly 50 wh"re 30dern ~ .. thods h~ve to be 

used. Nicholson'S obsprvatlon in this regurd as parly ae in 

1897 is still pprt1nent: ~The l~ ~ son of univprsal obrarlan 

history from itom!! to ;, cotlana Is th"t an essential oj Il gri-

culturt> Is cr"dit. lieithl'!r th" condition of the country nor 

th .. nature of th~ land tenurAft nor the poe1tlon of agri­

culture, ~ffect8 the one 6rP.Bt f act the t a~r1culturlet8 must 

borrow". 5 The pt'llsllntry of India Is no "xce~tion. This has 

been limply borne out by f"p.cord s of hl!lI.vy rural indebtp.dness, 

5 
of 
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~. 

historically d" /leri bt'!d in the words, "t1 f"r :c"r Is born in 

debt, lives 1n debt and dies in debt". 

For instance, th~ Famine CommiB~lon in its enGuiry 

in 1880 found that two-thirds of lanc-holof'!rs \-:"' r" involved 

in debt, but of whIch on.,-third had the po ... er to rflLiet!lll • 

. ,lr Fred"rlck I.ichohon, in hi!! ~nGulry in 1895, Fsti:l:at"d 

that th .. debt relating to l~adra!! Province Wlill as. 45 croree. 

On th ... basis of this, Sir ::d\" ird Maclagan 8st1:nltted the 

all-India d-bt to be Re. )00 orores in 1911. f .J. 

Thomae In 1941 estiUlatrU t h!' rural indebtf'dneso to be 

,(s. 1200 crorea. 6 According to th __ i\<l8t'!rve bank of India's 

(run) All India Debt and Investme nt Survey 1971-72, tnl! totd 

caeh dues outst.Gnding o5aine t. rural householdS os on )0 June 

1971 altount"d to ;{s. 3,752 erores. 7 , ht' bVI!rage d __ bt p~r 

rural fa lQlly incrl'8!!ec from Hs. 526 In 1951-52 to Hs. 70S In 

1961-62 and furtra"r to Hs. 4,871 in 1971-72. 

~griculture involves 'production by mas~es' in 

cont.rast to 'Froduction for masses' In the inOu5trial 
!liis 

s8ctor;fcr~utes typical proble~s for the lending system. 

~ach country , th r- r~fore . ~111 have to dpsign a suitable 

1'6rlll erecti t 8) stew ~h l ch Ui~t' ts thl' local neede, evolve 

the rl ~ht type of lending polici es lind prceedUrl.'B anti 

6 Thom.s, P.J., The i'roblelll of itural Iqdebt"dness, 
1941, p.19. 

7 ttf'Bp.rVtI! Dank of India, ,.11 India L .. bt and Inv .. stment 
Survey (1971-72), Bombay, 1976, p.9J. 

J 



Iuculcate ;;:onr.tnry di s cI pHne amon,; t he borrowlnC; f ar .':lere. 

To quote fro:!! the All India :i.ural Cr~di t ~.ur1f'.y 

Committeo neport (lY54). ~A proper s ystem of rural credit 

111 basic to thl! develoj-l!]f"nt of "6ri culturo and, therpfort'. 

to the prosperi ty o t the country & 5 a whob". S ;.11 thill 

h6S to bp donE meticulously for .j;ott ing optimuta o"n'!fit 

from the Bcarce resourcl"s inv .. s t(!d i n 8gricultur... iiencE'. 

the problem of i~r~ creo it is not m~rely th~ av"ilability 

of the rpquired quantWD of funGs. but its proper allocation 

and monitoring so bS to c ept fully the ne~d~ of productive 

crpd 1 t of all fa r M: rs, and 1 n parti culer of sIliall farmers. 

Amon b th~ types of crnd it r" qulred by farm~r8. the 

prl>s51ng nl'f'd 15 the provl slon of long-t@'rr~ cred '. t. ae 

thf'! sa~ ... Is not a v&11abl" rellltivel) r E'lo dily to them. Long­

term credit Is of fundamental importance purticularly in 

our country, where both In tl!r~!l of methods and techniques 

of culti \' atlon, 8 S well DS in tflrQ8 of social and !'cononic 

status of far rr:ers, at;riculture haB n" vp. r b""n considerAd 

an 'industry' and dit not r eceive adequate lnstitutional 

farm finance. Th" gap in th" pu.st " as fill"d by money­

lenders. 

The ne ~ d for 10n6-term credit for agr i culture was 

efl:phatl cally stated by the iiBl 8S f'~rly tiS 19)6, in its 

8 It I:' SP.I' VP Bank of Indh, Report of the .. 11 India 
aura! CrNlit ,urvey Comrnitt p.t!! , ~ ol. H. Bombay, 1954. 
P.l) • 



Preliminary H4'!port. The r .. port oba .. rvp.&: " •••• lon l -term 

cr"dl t l.s IT,or,, l:nportant and i f any .. fl'pcti ve steps arll to 

be taken to Ill&ke th .. agriculturists cr"dlt-.. orthy, this Is 

tt." first problem which Is to be taci<led". 9 The pri '~ary 
need ia, thf'rt"fo:-A , to .. r ov:o e lon;,;-term cr .. dlt to the 

farllll'r in such 61 hay a8 to :!lake the capital thus provldlld 

uva1!able to him for a dur~t1on long enough to cover the 

period of prod uction, for ~hich it is haked, and to enable 

r ppayment out of the incoQf! 80 ~arned from the sale of 

produce. 10 

As a result of th£' incr"ased i nd .. bt"dnes8 among 

cultiVators, anc ninel! Ci !luitable cred1 t ~ystell; had not 

come into exist.nce in the country then, the go vnrnment set 

up Its own machln"ry for m~('tlng th .. long-term crpdit needa 

of cultivators, from out of the state funds under th" Land 

l~prov .. ment Loans Act, 1883 , popularly known as the 'tbCCSV!' 

system. Howey!!r, the fac1lt ti"G offerrd unC;~r t his ,;et 

were not ~ vailed of by CUlt i vators to an apprec i able 

pxt~nt du~ to thp latt~r's lack of kno~l ~dg~ about the 

aV611abl" fa cilities snd due to d9ff'ctive l111pl~mentation 

by the of1'1cials. Furth"!r, 10&ns for red"!lIption oJ prior 

d"bts for which long-term loans ~ ere mHi nly rpquired by 

9 Heserve Bank of India, f reliml nil ry R"lLlort, Bombay, 
1936, p.12. 

10 l'ardy, ~· . Lou! s, 1.!&E.., p. 3 5. 

Ii 



CUlllv~torB ~ erp ~xclud@d from the ~urview of the Land 
• 

lroj:.rovement Act in most of the provinces causing incon-

v .. ni ",ncII to th .. a (~ rl culturl sts. Thus, taccayi syetl'ID had 

not oucc~~dod b~cause of itB own limitation •• 

The 'taccavl' system .... as crlticiIPH!d by t.he All India 

Rural ered! t ~urvey Committee (1951.) libi ch says, "in 

prbctice taccavl is apt to be little less than the ill­

pI'l rforlDl'd disbursl'llI."nt ot inbdecullte moneYlI, by an 111-

sui ted agency. It ... ·ould not b .. far from truth to say thilt 

the record of 'taccQvl' is a record of Inadequacles H
•
l1 

Dr. V. Ie. Joshi and Ijr. r.. D. V,,8va12 also ,,"x .. ressed a 

similar view. kccording to the:n, Inildequbcy of crl'di t, 

redtapislIl, bUTf!I .. ucratic attitude of govE!rn:nent machinflry and 

ram Pilot corruption are the :lI&jor li f~lti r.g factors of t~ccavi 

10bOll made available to the farmers. 

The money1enoin; systes which, for ~ 100& timo , was 

the m.d n sourcl'! of f1 nance for ii&r1 culture Wil S found to be 

d"fective. Thp. Hoyal COllllllissioD on Agriculture (1928) 

reportpd th"t uncontrolled usury W8S onll of the " o rst 

pvile from Ioh1ch the Indian cultivator had to Buffer. 1) 

The All Ind1a aural Crpdit Survey Committee (1954) observPII 

11 
India 
19')4, 

Resprve Bank of India, a~n.rQl Report of the All 
Rural Credit Survey Committe,. Vol. II, Bombay, 
p.199. 

12 Joshi, V.ii.. ond Vasva, K.D. h Supprlority of Coopl'ra-
tlves in FaI'lll Fjnancing", Indian CoopprCltive Hevlew, January 
1979. p.179. 

1) Thl! Indian l ebr Book, 192:1, p.4)2. 

7 



the almost cOGlplpt.e ciep,.ndencft of cuI ti vators on non· 

institutional cr~dl t ,,~~tnci es. The borrowers \oJ ere subjected 

to usurIous rates or i nterl!st I"lln6i nb fro:n 25 to 70 per 

cp.nt, Ilnd unfavourllblf! ter:us snd condl ti ons whi ch often 

led not only to chronic indebt~dne5~ but also to sale of 

I ltnd for repaY ;1;{>nt of debt. Ther" fore, it Wal! generally 

believed that in India private agencies like money· 

lenders cannot be fitted into any scheme 01 rural creoit 

mf'llnt to ~l erve t.he needs of rural d"velopmf!lnt. ~lonI!Y· 

lender sE'ldom cares about the purpose for k hi co he lends 

out and frequpntly encoura6es hi s clip.nts to continue 

borrowing as long IlS thai cc uld give additional security. 

The monp.yl@nding legi31&tion ~rov"d to be ineffective anli 

h~ncf' efforts ~ere concentrated on flnd!n6 a suitable 

system, an alt"rnat.lve to private moneylenders, for 

providing institutional credit to f armers. 

The failure of the taccavi system i n providing &liequate 

credit to f8rm~re snli the drawbacks of the mon~y·l~nd1ng 

system prompted th~ ~ovprn .ent to turn their attention to 

thl! coop!'rstlvp system of "6r1cultural crfld1t. irof. D. n. 

Gadgl1 obs~rved that cooppration woulli provIde the bpst 

and til .. mogt lasting solution for the problems of bgricul· 

tural credl t in plirti cule r and tho!le 01· the rural eca nomy 
14-

in general. 

11. iieport of the C;ommittre of ;;irf'ction on Coopprative 
Farming, 1965. 



During the It-st nearly E'!6ht dl'cade6 til .. "6ricultural 

crGu ~ t. IDOvpm.mt "" xpand,,d far and wlu@ lind covl'lred almost. 

all thp. viIIuges in our Cuuntry, it suffered from numerous 

limitationtl such IlS (i) non·viabllity of a Ilir.;e nUlIlbpr of 

a~r1cultural cr~dit societies; and (Ii) slackness In 

rpcoYl'lry of dues. resultln~ In ~untlng ovprdues. ~~spite 
of 

thnse pronounced wesknpsspsLthe cooperative cr~dlt move~ent. 

thp. Hunnin;; Commission had rt>lifflr::, .. d its [aitt-. in the 

coop~ratlve pnterprie~s UB, " cooppration rnprP RentB insti· 

tutionallSlition of the principle and impulse of mutual aid. 

It hus the m~rit of contl11ulne; frerdom or,d oHortunlty for 

thE' Bmall .n&n wi t h t.he bE'(;p fit uf l .. r"l'· " c"le lIlbna6eo:ent 

and or ,;anlzation. Cooper .. tlon is, therefore. ~!nlnently 

suited to (;ri ;;g ab out the desired socio·economic chane e s in 

thp. cont!'xt of the p. xi5tin" conca tiODll in the country. Th e re 

ill no other instrument as potf!!ntially ~owerful ana full of 

social pur .. -oo f: as the coop"rlOtlve CIOV('!:lf!!i.t, and includ.ed thE' 

building up of a stron .. end viablo cooper.ti ',(- spctor .. 8 

OM of the major objectives of our Dation.l voHcy in 

the Fifth flv '" Yea~ Plan •••• ~15 

The increasing i mportance 01 cooperlitiie8 In finlinci~ 

agriculture is provided 1n Table 1.1. It is noted thut the 

15 :"uoted in JoshI, V. fl., ana Vasva. K. D. 
of Cooperatives 1n Farm Financing", op.cit .. 
"Froere85 of :,ural i;ankin~", Capital. J Junp 
1065·66. 

" Sup~r1ority 
p.182 from 
1978, pp. 
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Borrowing. If A!T10Y1turi'" I Spurcewi,' 

,P.rcentages) -- - - -- - . - - -- --------- - - - - --- - - - --
1')71- 72<' ---- -- --- - -- - - - - -- - --- - ----- - --- -

Non-ln.titytion81 AIIngt.s I 

,. ~rieu1tursl Money-lend.rs 24.9 )0.0 

2. P~t'8alo~.l Mon.y-lend.rs 44.8 1).2 

). Tred.r. ,nd Coamtssion Agent. S .S 8.8 

4. Ot".,.s 17.5 2).3 

---
22·1 8!t~ 

tn'tltut!o~81 Agenel., I 

5. COOJ)el'lltin. J.t 15.5 

6. GoY'rl'Ill.ntfJ ).3 2.6 

7. Co ... rcial Banke 0 . 9 0.6 

7.) 18.7 

~ : The data are as on )0 June 1952 , 1962 and 1972. 
1itU!'C' I • Report or t'" All Indt! ' ural Credit. R.v i p 

Coeatt t •• , s •• ry. Sank of Indls,1969,p.l00. 

23.0 

1).1 

8.4 

24.0 

tlS .S 

22.5 

7.1 

2.4 

)1.5 

, All 'Ddl. u.bt .nd Iny,otAent SUtl.y "271.721 , 
Indebtednes. of Rural qouse~olds and Avail.bili ty 
of Inetttut tone l f {n.~c" n.e.rve Sank of India, 
1IJ77.p.1.0 . 



con~ribution of the coop~rative5 incr~a5~d considerably 

from) per cent on Jun~ 30, 1951 to 16 per cent at the 

end of June 1961 and f urthl>r to 23 p"' r cent liS on June )0, 

1971. The mntn butions by other fnsti tutional ae;encles 

- government and comrn~rcia1 banks - to ~e total borrow-

Ings have shown only 8 ~urglnal increase froQ J per cent 

to 7 p~r cent and 1 p~r cent to nebrly 2 per cent, 

respectiVely, between 1951-52 and 1971-72. 

In India, nincp. the beginning of economic planning, 

the Cooperative Land Dev~lopment Bank. have been chol'en 

to provS de long-tl'r:n farm cred! t to far!lll'rs, for purchase 

11 

of modprn farm assets, for undertaking farm development jro­

gra~me s such u S llind improv,"f-.f!nt, land l"v~lllng , contour 

bunding , digging of wellA and othl>r minor irrigation 

worka, horticulture, poultry and crration of other assets 

of lon&-~er!1l nature SUCll o S tractors, pumpsets, combined 

harvP8tore, etc. It is, howev~r, in the sixties that 

cooperati va land c !!velopment banki n<; moyem~nt has ~ cOllie 

un I'ffective force, influencing & I~ricultural development 

of the country. 

ita ~fficacy as Q 

Therefor~, it bpcomps pertinent to exa~lnp 

(1.11 
lendlnr; systelll and e Instrumf.'nt of 

economic planning ~pared to achieve r~pid agricultural 

progress. 



PLAit OF SIUPX 

The second chapt~r t.r~ces the orig1 n of Land Develop­

mf!nt Banking in Indl0 so 58 to pr~8ent tbe st.udy in prop~r 

historical pprsp@ctlve. The tr@nds in the growth of the 

numbp.r cC banks, rnemb~rshlp of C~nt.ral Land DevolopMent 

oanka (CLDBs) and Primary Land Development Banka (f LDBs) 

are also outlined in the chapt.er. 

ThE' third chaptc>r is devotp.d to an analysie of the 

eources of funde ot LbnQ Development. Danks ( L~B8). The 

trsnds in t.hE' growth of working capital of the Banke are 

examined for the period 1950-51 to 1977-78. 

The fourth chapt.er revle1o's t.he lendln~ policies of 

the LDBs and una "rtek ", s a comprehenai ve aoalysls of the 

6rOlo'tl: of their loan portfolio. The chllpter also contains 

a discussion of the purposewiae d18tribution of credit 

advanc~d and an 0~ 8ess~ent of the recovery p~rformance of 

WB8. 

The titth chapt.er briefly outlinea th .. maio proble!ll8 

f aced by the LDBe 1n thl'llr operations. 



CHAfTER II 

t:VOLUTI eN . STRUC TU.:U:. AN C v B,) r:c Tn ES OF 

LAND no;VE:Wi'MEIH IMNKS 

ii i th th ~ introduction of th@ cooperative movement 

1n the country 1n 1904, it was felt that the cooper8t1v~s 

would br. in a pOHition to provide both lon&-t~r~ and 

ahort-tnrm credIt ne~ds of cultivators. However, it was 

soon r~alispd that pri~ary a~ricultural crpdlt socipt1ea, 

which were f Prmitted to advance long-term loans upto a 

prescribed level, along with ahart-term loans, were not 

in Ii pos! tion to mell t thp. needs for long-term finance. 

In view of thia. r. R. HemingwBY. the then fL!! <ilstrar of 

Coo perative Societies, Madras. proposed 1n Itl9, a scheme 

for rals1n& lon6-ter~ funds by the issue of debentures on 

the ousis of the mort6a&eS taKRD from the members of rural 

societies of unencumbered immovable property through the 

same cooppretlve ~chinery which dealt ~~th the ahort­

term banklni. But thi s was Cound to be def~ctive. aince 

it involved :nixing of long-term funds with short-term 

f\tnes and transfer and rt'trEnsfer of lNortC;bges. All th1B 

l~d to the creation of a B p~ c1al Gbt'ncy for excl\ts1yely 

hand11ng long -tel'o1 flnan ce. yill.. Lcind ~iortglige Baaks 

( U·IBs) • 
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The first Avpr c.Jopprative U\8 or!.,1mlaed ct Jbllng In 

Punjab In 1920 and thf' s l!I cond such b .. nk h". t3 tart l"d at 

Now~llon III DI!D;,;al. Aasam started ita first lYo a ut iJl/.ubati 

In 1926 and the s~cond onl! at Sy1het in the followin& year. 

By the year 1926, sufficient thinking had taken place 1n the 

countri and the Id~aa re&arding a separate agf'ncy in the 

forr:. ot" cooperMti VI! land IIIOrt~u". banks had crystall1sf'd. 

" confere ~,ct' of tbe ft p.~latrar of vooperati VI! 

~oci.ties h .. ld in Bombay In 1926 tock note of the d ~v.lop­

ments in the or.,;a nization of L:<1Bs and rllcolI;apnded that such 

banks should be or~anized under the Cooppratlvl! So cl~tiest 

Act. Thp subject rp. coiv~d thp attention of the Royal 

Commission on A&r1culture (1926) and the Indian Cl!ntral 

Banking ~nqu1ry Committee (19)1); the se bodies made eeverll1 

r",commendations, In addition to ~I!nerlilly endorsing the 

rrco~endut!ons ~lid. by the ConIarp.nce of the Registrar 

of the Cooperative Societies in 1926. 1 

It rnay Oe noted that in t he init i al 5t1l6~S of their 

development, pri mary banks in It.adrae startf'd raising 

resources by .r1oatln~ debAntures, but t his cr~ated confu-

1 A summary of the reoomlllen,.!l tions is aval1ab1", in 
the I e r f th C mmittee on Coo erative Land Deve 
Danke. fie6erve Bank of India, DOlllbay, 19 5, pp.12-1). 



sion. It 18d to the setting up of the Townseno Com~itt.e 

on Cooppration by the ~rov1nc181 Qoverom~nt of Madras in 

1927 which recomroend~d th~ fv ~ation of a Central Land 

"-ortgll&e [!ank (CLMS). The COllllllltte. oplnecl that the 

debenture iSDue by a strong central institution, borrowing 

on bE'half of all the primary land IIOrtl!;8ge batik. (i'I ... "iBs), 

would b. :core acceptable to the public than the unorb8nizec1 

and pl.ce~~al iSlue of debenturea by the pri mary bank. 

sClittfl'red OYf'!r different pllrt.s or the Prf>lidency. The 

reco~end8tlonl of the Townsend Committee werf> accepted 

by the then Madral government and the Madras Cooperative 

land Hortgage Bllr,k was utabl1ahed In 1929. 

Immediately thereafter, in the thIrties, When there 

was a general depr~sslon in th~ country, the ne~d to save 

lana. of cultl Yator. frolll thl! handa of l!lOneylender8 was 

keenly felt and ~~Ba provided loans for this purpose on 

a large scale. 

However, loOiith thn outbrf'ak of \i.orld War II in 

Soptember 1939 end the consequent rise in price. of laad 

65 well a8 of agricultural produce, the f'conomic condI­

tion of cultivators i :'prov"d to eO~I !! pxtent and many 

cultivators w!!re ablft to cl~ar of f their duf's out of the 

Incr~ased Inco~p or by sale of a portion of the land at 

favourable prices wIthout hUYing recourfle to borrOWing 

from LMBI. Anothrr factor which had an adVerse effect 



on the transactions of iJ'De W6S the IOorklng of debt 

legislation in several parts of thp country under ~blcb 

past debts of cultivators were scaled down 6nd were made 

payable in p&ey instalments. Further, the governmpnt hud 

covered a part of the field of lloiBII by providIng funds 

and other 1 acUities to cultivators for improve:l,ent of 

land in furtherance of their Grow ,~~ore Food Campaign. 

Thus, the pprlod 0 f i';orld i~ar II (1939-45) and a few 

yrars thereafter witnessed a general shrinkage in the 

bust noss of U·1Bs. 

In tbe past-_Jar years, bowpvpr, farmers' borro~lnge 

from U4Bs increased si~niflcant11 because of a number of 

factors. On!! of them was the tncrpaslng cost of living 

and the high prices of agricultural implements and other 

equipments which could not be met from the own r~sources 

of cultivators despite the high prices of a~i cultural 

produce. Another reason which influenced the de~and for 

lODg~ter:r. loans "'8S that d th the introduction of active 

debt relief measures in various provinces and states 

durin~ the period, the prjv~te sources of credit were 

dried up to some pxtent and a~ricultur1Bts had to look 

mainly to cooperative orGanization •• 

Hi 

India'. attainment 01 independence 1n 1947, Introduc­

tion of ~conom1c planning in 1951 ~r.d the govprn~~nt's 

encourage~ent to production of food&raln~ made cultivators 

conscious of the ber.efite of l~nd improvement for which they 



r@Quir~d financial aasi8t~nce. 

Out of th .. total working capital of nearly i(S. 8.7 

cror~D, ,Yoadraa !JilS t 8 sharf' waS Re. 6 cror~s (consti tutinr; 

about 70 per cent) at the .. nd of June 1954. Its 10&n8 

17 

amounted t.o fis. 1 crore out of the advances of all LMBa totall­

ing Rs. 1.4 crore8 (formlnQ about 71 per cent) during the 

ypar 1953-54. Of the other provincu In which loNDs Gl&de 

some f-rogreu, mpntion may be made of Mysore and &ombay 

pronnce •• 

;,t the end of June lSl51o, thf're were in all, nine 

CL~Ba - one each in A~mer, Andhra, Bombay, Hyderabad, 

Madras, tl.ysorf!, Oril"sa, s.;llrashtra .nd Travancore-~ochin. 

The r .. al growth of LDBa, 8S they srI' called today, started 

after the All India Rural Credit :"urvey Com~:1ttee H"port 

(19510), wh@rein a more positive and developmental role 

was envisaged for eLMs. instead of acting 6S inat.itut.ion. 

for redeLption of df!bt. The Committf!e'. recommendation. 

arf! summarised be1ow: 2 

(i) "'ach Statt> should h<lve a CU1B. The sUte govern-

":lent a should review their tenure and tenancy la~s and 

take stppll to eliminate such f!!llturea in them as, wi thout 

being essential to policy, are a hindrance to t.he develop­

ment of land mort.g8&!! banking; 

2 ((eserve Bank of India, The General Report tf the all 
India ,lUral Credit ',urvfty COlllltlttre, Bombay, 195 , p.22 • 



(iii C~~ Bs should issue debentur~s for varying p~riods 

in conformity with the purpost' of 10an8. There s~!ould be 

provision for issu,. of spec! al dl'velopli,ent debllDturl!'s 

which ~y be purchased In whola or in part by the rtvI 

from out of its National Agricultural Credit (Long-term 

Operational Fund; 

(1ii) The state ~ov ... rlllnents s hould contribute to the 

share capital of C~~BII ot least urto 51 p~r cent to enable 

them to borrow and to lenri adequately; 

(h) U;Bs should orient thdr operations to production 

and should &lve first priority to applications for loana 

for iMprove~8nt, reclamation and development of land, 

purchase of 0,;r1 cultural I!IIi cni nery (jnd equi pmant and other 

productive purposes. Lqss should be recognized os 

~overnment's a~er.cl for the distribution of proriuctiva 

long-tpr~ loans in areas newly brought under irrigation 

wherever such a st~p i8 practicable. 

lb 

(v) Apart from the different forms of state assistance 

already mentioneri, there should be : 

a) provision of rElquislte staff for valuation of land, 

examination of schemes for land improvement, 

assassing technical soundnp.ss, etc., 

bl proviSion of overdraft faeilities, 

c) ellen.pUon of stamp duty, rag1 stration fee, etc., 

d) special le,lslation for faclli tating work of 

LMSs, and 



e) sp('cl .. l <ts;. 18ta , . c~ to L iDs in thfl und ~rd,? yploped 

Ilrel>S with r !?;1n rd to thAI," ad ·,inistrlltive coste to 

.. nabl .. them to function on on flconomic bbsi ... 

The above recommendations of the Committee, thus, 

assign .. d the UlB8 thf' rol .. of su pplying d"yplopment 

finanCl!l to f'''r~; .. rB. Benc .. , the YN,r 1954 hilS b" fln II 

lendrnnrk 1n the history ot cooperative land dl!Yelopn:ent 

bl>n i; ing in tr.!' eountrj' shifting tn£' e mpbbs ls from land 

mortgCl6e banKing to lane of'velopment bl>nking. The CLOBs 

have been or,~6nized 1 n all thE' major Statl's of the country 

and also in some of the SDla1ler states and union territo­

ries. n S on )0 June 1978, th .. re were CLOBs in 18 , totes 

and in ODe Union terri tory out of 21 :,tatI!6 and 9 Union 

territorles p In addition, thnrp were a"parate li1nd 

dp yp.lopment banking sections In th ~ State Coop~ rotiY. 

Bank8 ot two Union territories. 

The ~rObre9s maoe by CLOSe sinc. 1950-51 In terme 

of number ot banks and mpmbersi: ip i8 shown In '1'a(,le 2.1. 

It can bfl ~epn froc the table that the number of CLDBa 

1ncr~aa~d from S to 19 between lY5O-51 ond 1977-78; tbe 

~emb~r8hlp increased from 9, 000 to about 24 l okhs during 

the sam", ppriod. 

Th~ rl'lgul cr m",mberehip p .. r CLDil hu d r e-gistf'reci a 

rise from 10,000 to 48,000 and furth~r to 1,27,000 a8 on 

)0 Junp. 1961, 1971 and 1978 respectively. The ~emb~rahip 

figur",s of CLDBs s hown 1n 7able 2.1 include both nominal 

, 
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·. number of Banks and Membership or Central Land 

Development Banks and Primarr Land Devalopmont Banks 

- - - - - - - - - - - - - -
As on 
)0 June 

Ce~tr81 Land Development 
Ban k s 

110. of 
Banks 

No. of l"e~ul.r 
membersh ip 

( '000 1 - - - - - - - - - - ~ - - - -
19'11 

1956 

1961 

1962 

196) 

1964 

196'; 

1966 

1967 

1968 

1969 

1970 

1971 

1972 

1973 

1974 

1975 

1976 

1977 

1978 

9 

18 

17 ' 

19 

18 • 
18 

18 

19 

19 

19 

19 

19 

19 

19 

19 

19 

19 

19 

19 

9 

~o 

186 , 

19) 

233 

266 

)08 

402 

466 

538 

651 

79S 

911 

1056 

1639 

20" 

2086 

2171 

226) 

240S 

- - - -- - - - - - - - - -
Primary Land Development 

Blinks 

lio. of !fo. of regular 
membersh ip 

('000) - - - - - - -- - - - - - - - - -
286 

463 

S36 

S71 

58) 

64) 

673 

707 

731 

740 

809 

86S 

669 

ass 
857 

872 

890 

892 

889 

21S 

)14 

669 

852 

1051 

1278 

1493 

1048 • 

1255 

1452 

1733 

1980 

2220 

2463 

2138 

2)05 

2428 

2622 

)042 

)JOO 

~ource: ~tiSttc8l Stateaentr. relating_to t~e ;oopel"ative 

Mov,ment in India, Part I : Credit Societies, various 

issues, issued by the Reserve Bank of India, Bombay. 

, Andhra and qyderabad CLMS. were merged into one. 

• The dormant, C~~ of Ajmer was excluded trom t~e data. 



and regul ur lIlf" 1!;b"rs for th .. yf!hrS 1951 and 1956; and r o·gular 

• members from 1961 to 1978. As on )0 June 1978, out of the 

total D1(>rnbflrshl p of about 24.34 1akhe, the nomi n81 members 

constitutpd a oout 26,000. 

In thE' calif! of f' J..DHII, the numbrr of ba nks i r.cr'!ased 

from 266 as on )0 June 1951 to 80Y as on )0 Junl! 1978. 

Duri ng the sam", p~riod the rnemb~rship incrp.d s~d fro m 2.15 

laKhs to 3J lak.hs. ;. s on )0 June 1978, th" numbf!r of 

nominal :!l'!mbf'rs of the J LOBs "'CI S 2) lakhs apart fro ::! re~ul <lr 

me u.bers numbering 3) lakha. 

SI" UCTli il '" Or' LANJ D"VELOF':'.C:NT BAl~ KING 

Th (' structure of Land L:eveloft'!c,nt Il8nkiD6 , b S it hal 

amf!rgp.d OVE'r the ypura, is not uniform throughout the ~? untry. 

~'hile in a large nu'aber of States there 18 a f@df!r~l S"lt-up 

i.fI., 8 CLUB at the ;tat{' Level and .. tUl1atl'd pri ::lary banks 

a t th " district or taluka If'va1s, SOlllf! " tates hol ve adopte d 

a uni tary system in which the GLDB itselt i a ope rating 

through 1 ts branches li t the dilltri ct, tehsil or block lev .. l. 

There are, however, two Union territories via., Celhi and 

Ooa, Daman and Diu in which inst~ .. d of • separate LDB, the 

10n6-t~rm credit nee ds of cultiv a tors are met by • land 

de.,elop:nent bankIng section of the concerned Coop"rat1ve . 

Bank. fable 2.2 showe the organicational arran6f'mf'nts tor 

provision of long-term cr~dit to cultivators in varlou • . 

• Separate data for re6ular snd nominal members i. 
available since 1961. 



TABLE 2.2 

Or"9i,,tlo".1 Arrangements for Provision of Lon~ Term Credit 

in various States/Un10n Territori" " on )0 June 1978 

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

Ban k 

- - - - - - -- - -
And"ra Prades" 

Assam 

"aryan a 

"i.schal Pradesh 

Jammu &. Ka.hmir 

Itarnlltaka 

Kerala 

Madhya Pr.desh 

Ma"arlls"tra 

Orl !lsa 

Punjab 

~ajast"an 

Tamil nadu 

Trtpura 

Uttar P_d •• ., 

West Ben~al 

GOA, Daman &. Diu 

Total 

Land Development Banka 
- - - - - - - - - - - - - - - - - - - - - - - - - - - - --
Centr~l Land Development 

Banks 
- - - - - - - - - - - --
NO. of 
ltee;ional 
Of rices 

No. of branc"es 
including 
"ead Of fice - - -- - - - - - - - - - - -

-

1 

2 

7 

8 

b 

1 

6 

10 

1 

2 

53 

19 

2 

129 

201 

, 
,6 

22 

20 

8 

2 

296 

1t 

1.1. 

7 

11. 

1 

222 

2 

1 

1018 

Primary Land Development 
Banks 

- - - - - - - - - - - - -
No. of 
branches 

No. of branc'les 
including 
"ead Orrlce 

- - - - -- -- - - -
205 

17 

2 

30 

1 

176 

)) 

1.5 

55 

43 

)5 

223 

24 

889 

205 

17 

2 

)0 

) 

14, 

l.2 

292 

43 

102 

))1 

40 

1248 

Source I Statietieal St.te.ent. rel.ting to the CooperRtlYe MOY!!.nt in Indi., 

1977-78, P.rt I : Cradit Societiee, iesued by t"e Re.erve Bank of 

In dis, Bomb.y. 



StatAs on )0 June 1978. 

iolDong the 19 CLDBs, b S Ellf'ntioned f'lorl1er, federal 

structura is followpd in 10 :-; tl>tetl vis., Andhra I'rlldpsh, 

/,saal1, Haryana, f.arnat&ka, Kerels, l'ladhys i"rad(!sh, " riesa, 

Punjab, Rajast.han and Tamil Niodu. In onp Union Terri tory, 

viz., Fondicherry and six Stat~s, viz., Bihar, GUjar&t, 

Jamalu and Kashmir, ;f.aharashtra, Tripura and Uttar l- red~sh, 

thpre 1s a uni tary structur" for Land ;.ev"lo;;me ll t i:la nking. 

Two St .. tes • Hi machal Pradpsh and ~pst Ben;;"l - foHow a 

mixed type of or6enisat1onel pattern. 

The t~·o structures h .. ve their own a dvanta ::;"s and 

d1s .. dv&nta~es . The :nein ."dvunt ... ges of thr feder&l structure 

are : r~5ponsiveness to local neRds, c&pacity for gathering 

resources and f ocil1 ty for recovery of loans due to 

inti :nate contact.s I..-!th the local non-offi cials. On the 

other hand, the main "dvantagps claimed for the unitary 

structure art! f"cilit.)' of operation and unified control. 

iieg&rding the opprational structure, the All India 

Rural Credit Survey cOlllllii ttee (1954) recomr.,ended th6lt, in 

the initial s ~a~~s, ~:.~ CLOBs mi6ht opl!rate through a nltt­

;,ork of bra ll chea and, when "df>quate c,usin!'ss is df>veloped, 

primary banks might Op or~anlzpd. Ihp Committ~p 00 

Taccavi Loans ,nd Cooperut.ive Credit (1962) obsprved that 

n •••• the ultimat" I'tructure in any Jtatp should OP a 

federal one •••• " The All India .lural eredi t Lieview Commi t tee 
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(1<;69) had also endorGed top vip-wI! of t i;e Tacc8vl COllllJllttep.J 

Tho Comed tt Pp on Coopf'rati V" Land i!p.vtilopml'nt Bankll 

(1975) made ~ few specific sU &gpstions on th e busill of 

its studi~B made in r8i urd to Andhra Prad .. ah and GUJarat 

as exampl~s of fptiersl and unit~ry structures. re~pectively. 

In the c~se of unitary structures . the Commltt ... m~de the 

following suggestions: 

(a) Const i tution of bra r. ch co mmittees having 

ropresentatives from various teblllls/blockS and of different 

cate6ori~s of cultivators espec1ally s~all and mar&inal 

far~prB in the acheme formulation and implementation. 

mobiliaing resources and recovery of loanll; 

(b) Frovision of compp.tent and trained staff in the 

branches; and 

(c) Introduction of sui tabl .. scherr·es for giving 

i ncentivl!'e to the staff of the branches .... ho do well in 

rega rd to recov~ry of l oans or mobilization of resources. 

In th" case of the fpdersl ~tructure of the Land 

Development Banking. the paramount nped Is to ensure that 

(a) the CLDBs have control over secretaries and other 

p .. rsonnel of primary bank3 lIuch as. Land Valuation 0fflcers. 

(b) t he staff of the pri ,cary bankll do not take a 

partisan vl~w of thrir work. e.g •• by eolludln& with local 

J ~egerve Dank of IndJa. Report of the All India kural 
Crl'!dit Jieview ColllDrlttM. Bombay. ly69. p. 748. 



non-offt cialll; and 

(c I thf're iire avenues for promotIon of staff. 

C,IlJ"'C TIV "9 OF C r.;N TitAL LAND 1i;;:V l>.LOP~1ENT BAr.lI.S 

The chi~f obJpctives of a CLOB are to raise long­

term funds to f1 nanclt the PLDSs afnH sted to it to enuble 

t hem to lend ite agriculturist ruE'Illbprll on mortgag .. of landll 

and immovable propertiell o~ned by them. It undertake II : 

(a) to float debenturp.s on the security of itll 36sets 

and of mortgage bonds trllnsferrl'd by F'LDBII to it, and on 

such tl'r:ns and conditions all laid do~n in the Act and rulell; 

(b) to receivp depollitll (prpferably long-term); 

(c) to grant loans to ,'" Lil!:lll in accordancp .... ith itll 

bye-la~s; 

(d) to establish brsllchps, oflices, or sub-offices 

to facilitate its busIness; 

(e) to aCGuire such immovable properties and construct 

such bul1din35 as may be considered npcessary for the 

efficient and smooth conduct of Itll busin~sB; 

If) to appoint suitable staff to conduct Its affairs; 

(g) to inspect the YLDBs and the landll mort~aged 

to the~ through competent staft; 

(h) to ao all other t hingll i nci dental to or conduct VI'! ' 

to til .. abov .. objnctll. 

'VIAB1 LITY OF B" ;. !' CH ~S 

In the 5ixties, the problem of viability of the 

primary unit of the cooperative land ti~velopment banking 



structure WoS rightly h16hlightpd. The nl!'f'd to I: s sess 

vlabil1 ty b"fore it new j' LDB or it branch of a (;LDll is 

oppned. \\' 6S felt even in the past. For instanca, as 

mentionod f' urllf'r, the All India Rural CrAdlt Survey 

Commi ttee (1954) made a su~estion that in the initial 

stages, it would be preferable to opf'n a branch of the 

CLDB and latpr convert it into a fuU-fll'dJI'd prin.ary bank 

aftpr sufficient l oanin~ businpss had been dpveloperi. 

Ho v;evpr, in some states the programme of oppning of n"'w 

primary banks was undertaken, at times, along with the 

opening of the CLDB, while in some othpr coses, the 

opf'ning of the pr iH.ary banks was treated "a p!1rt of t he 

frogramme for providing bankin~ f&cilities in rurQl areas 

i nstead of basing such a uecision on consid~ratlons of 

viability. For example, if branches of a CLOB Gr primary 

banks ere operllted in the tribal areas or at pl!1ces WherB 

certain le6a l rpstrict i ons are imposed on the right of 

alienation of lands or on fr~e sale of lanes, the re n~y not 

b@ any chance of these branches or primary banks achieving 

viability in the forespoablA future. 

Th .. establ1sMII'nt of th .. A;;ricultural .lefin&nce 

CorjJoration·(ARC) in July 196) unc l!'rl1npd the i mportance of 

viability of pri mary banks inusmuch as ddp~uate and 

compf't<'nt staff «as np"df'd for enabling the ban ita to under­

take 1mplpm~nt8tion of special scheme8 of a",r i cultural 

development pspecially in mattprs such 8S processing of loan 

• A'ricultural itef1nance ~orporation wall renalned as 
A<'riCul~ural Refinance and Uevelop",pnt t;orporatlon on .. . 
15 November 1975. 

27 



applications. Th@ Committ~~ on Cooperative Land uevelopment 

Banks (1975) also di8c~s8ed t his problem at length. 4 The 

Co~~ittee polnt~d out that a l&rge number of branchps of 

the CLDBs or the fLDBs l<o'Ould be r@Guired to cope up wi t t. the 

increasIng quantum of loan business and to underta k ~ more 

diversified functions in future so that they can play an 

important role in the modprnization of a~riculture. 

The Committee apf'l cifically envl na<:,E'd the 10110 ft ing 

functions to be performed by the branches of the LDBs; 

(a) Identifying development projects, which ne~d 

credit, within the area of operation; 

(b) Impressing upon thp farmers, especially small 

f armers, the need to avail of long-term l oans for adoption 

of innovations in agriculture; 

(c) Processing and ap .,raisal of losn appl1cati ons. 

Thi s wo~ld include several as pects such as verification 

of the project cost, eval~atlng the technical feasibility 

of the project to be financed, fixing standards in terms 

of a creage for the purpose of furnishing security for 

loans, working out the " conomic viability of the loan 

~ro p o8als a nd estimating the incremental income ariSing 

fro m the use of the loans; 

(d) f olloW-Up ~~rk including physical checking of 

4 D~tai18 are ~vailable in thp. Report of the Committe. 
on Coop~rat1ve Land Cevelopment Banks, ~~ servp Bank of 
India, Bombay, pp. 104-119. 



the assets created out of the Bank loans; 

(e) Prompt and timely recovery ot loans; 

(t) Mobilization of rural .avlngs by sale ot rural 
debenture. or collection of fixed deposits; 

(g) Halntainlng proper accounts and other rt>cords. 

The Committee also laid the norms of viability with 

regard to minimum staff necessary for technical guid~nce, 

"'J If. , 

adequate supervision and efficient ad min1stration; mainten­

ance of adequate resources and payment ot a reasonable dividend. 

In this connection reference may be made to the estimate 

o! income and expenditures of a Primary B>tnk worked out by 

the Coromi ttee on Cooperative iAnd Developmt>nt Banks. .\Ccord-

1ng to the Committee, Primary bank is expected to attain 

viability with a loaning business (outstsndings) of ~.S5 lakhs 

which would give an income of ~. 0.52 lakh (assuming a Margin 

of net profi t ot 1.5 per cent) enabl1ngthe bank to maintll1n 

a reasonably adequate stafr tor undertaking various items of 

work as also for making provisions for various reserves like 

reserve fund, bad and doubtful debts reserve,etc., and 

deelare a modeat diVidend. 

On the basis 01' the above norm of Ps.35 lakhs of 10l1ns 
5 outstanding for making a branch Viable, Mrs. Elavia 

examined the Viability position with re~Ard to GuJarat 

State. It was found that out of the 182 branches in the 

5 study or Cooperative Land 
?~~~~~~~~~=-=-,~?",a~raii*t", F:lcul ty of Corn/ll~ree, 

9, pp.l:i9-140. 



~t~te, 121 were v.lablei 24 were potentially viable; 36 

were lIon-viablei and one branct;! WIlS not covered since it 

was newly organiaed. 

We may note thot the norms of viability may vary from 

State to ~tate ana from time to time. For inatance, in 

Tamil Wadu, a st.udy undertaken by the RBI in 1979 indicated 

17 primary banks at the block level had nO chance of 

achieving viability. However, subsequently, new items of 

investment 1n Agriculture ~/ere idontified in the areas 

served by these banks and 7 out of these 17 banks were found 

to be Viable. 51mila1'ly, it is possible that some banks 

which are viable todA.Y may become non-viable later. This 

can happen either due to the shortage of loaning business 

for minor irrigation works which is at present one of the 

major items of' f~lancing by LUDs or lack of' positive 

efforts by the banks to locate alternative avenues of 

profitable inve8~ent. 

ThUG, it may be pointed out that as soce viable banks 

Day become non-viablo, and vice-versa, viability has to be 

detennined upon continuous evaluation. 'fhe LUBe should 

strictly adhere to he norms. The state government and 

CLDB must follow the non~s in regard ~ the organisation 

of new branches of the CLDil and new ?LDos. AD regards 

the existing primary banks and branches of CLOBs ~hich do 

not sa~isfy the norm~, the State government and the CLDils 

should have a plan of action for bringing these banksl 

branches at least upto the standard within a period of 

3U 



) year.. If a pr~ry bank/branch of a CLDB 18 .at up in 

areas which are inhabited by tribal population or other 

weaker aect.ions of the community where loaning operat.ions 

may be slow, the CLOB branch/primary bank should be 

provided with necessary financial and ot.her support by 

the state government or by the CLDB to enable it to 

maintain adequate ataft from the very beginning so tbat 

it becomo8 viable within a period of ) years. 

1'!e may mention the interest rate structure t.o be 

followed by the LDBs as per the instruct.ions of the At,,>(; 

since this factor icpinges on their v1ability. In respect 

of all schemes aanctloned on or after 1) August 1974. the 

AUDB' a refinance rat.e 1:.0 the eligible institutions was 

7i per cent per annum for minor irrigat.ion and land 

development. schemes and g per cont por annum for other 

types of schemes. The lend1ne rate to be charged to the 

ult.imate borrowers by the financing instit.utions was 

10, per cent and 11 per cent per annum for the above 

pur?Qses respectively. In the CDse of small farmers 

espocially in regard to schemes for poultries, dairying 

and animal husbandry, the PLuBs were ~~owed to charge 

10t per cent per annum, if they so desired • 

Following the decision of the Govornment of India to 

exempt ARDe for a period of 5 years from 1978-79 from 

payment of the Corporation Tax and to effect i per cent 

reduction 1n the rates of interest on its loans, the 

31 



Corporation reduced the rates of interest under its schemes 

8S shown in Table 2.) with .rtect trom 15 IF.arch 1979. 

Table 2.3 

Changes in Interest Rate Charged by LDBs 

etfective from 15 March.1979 

~ '} 
,j-

( l1ate per cent) 

Old rates of interest dev1sed rates of interest 

On refinance 
to eligible 
institutions 

To 
ultimate 
borrowers 

On refinance 
to elig1ble 
inst1tut.ions 

To 
ultimate 
borrowers 

1. Minor irriga-
tion and land 7.S 10.5 6.S 9.5 
development. 

2. Diyers1f1ed 
purposes : 
a) nmall farmers 8 11 6.S 9.S 

b) Others 8 11 7.S 10.5 

Source I' Annual Report' {or 1979-80 issued by the Agricult.ural 
kefInance and Development Corporation, Bombay. 

The RBI had also adv1sed the SLOBs and the co~ercial 

banl<s t.o charge the Game r ates to their ultimate borrowors 

on tenD loans for agrlcult ul'Q and allied purposes for 

per10ds not less t han ) years . irres pective or whether they 

avail or refinance from AiUlC or not. 



CIiA?TER - In 

SOURCES 01 ~S FOR LANn ~EVELOPMENT ~ANKS 

The mein acuroea 01' fuDda tor L~BI are debenture. -

O1"di ne 1'1 , epeolel aud rural - share oapitel, ~ sinking f-un& 
fOI XcA 

anl!/-depoeit •• t:IJJla. The funl'. from tb" aboye 8Ouroee oonstl-

tuto tbe worldug oapttel 01' tbe LnSs. 

It oan be notioed from Table ).1 thet the working oepitel 

of CLDB. bea lDOrea8e~ oonsldareblf trom Deerly RI. 8 ororaa 

a8 on )0 June 1951 to "bout Rs. 2,082 ororll. by tbe en~ ot 

June 1978, with an 81l1lUal ocmpouDt'I grOirth rete 01' 22 per oant 

duriue; the twenty-eight )'ears oonred in the study. Howeyer, 

the grOlwth rste wea not unltorm throughout the periCH!; the 

oompound growth rete Wblob we8 20 per oent per yeer dur1D~ 

1951-61 roee signifioantly to J) per oent per annum ~uring 

1961-71. The growth, howeYer, .lowed down In the lest seyen­

yeAr period - it we& only 12 per oent per aonum between 1971 

enc'! 1978. 

The working oepitel of PLPBe rOBe trom neerly Rs. 7 

ororea to ae. 896 O1'01"e. between the eDd of June 1951 end 

1978, iDdioeting a oompount! growth rate of about 19 per oent 

per annum. It l118y 08 not ed that the worldng oepital ot 

PL~Ba deolined to Rs. 520 orores at the .n~ or June 197) from 

about Rs. 618 orOl"e& liS at the end or JUDe 1972, beoause of 
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TAaLE ).1 

Growth or "'/on.,,"!!; Capital of Central Land neveloP'ent Banks 

and Primary Land DeveloJ?!l!ent Banles 

- - - - -
As on 
)0 June 

1956 

1961 

1962 

196) 

1904 

1965 

1966 

1967 

1968 

1969 

1970 

1971 

1972 

1973 

1974 

197'5 

1976 

1977 

1978 

- - - - - - - - - -
Cent rd Land 

Development Sanks 

------

18.52 

47.60 

61.70 

85.85 

114.1) 

150.04 

206.'59 

2b:t.'58 

)46.70 

488.19 

6)8.)2 

841.22 

1016. c;0 

1202.07 

1)68.11 

1502.19 

1667.29 

1917.96 

2082.12 

- - - _'~gu!Jt_l~ ~"gr.!s_o! ~ul!e!.l 

Primary Land 
Developlent Banks 

- - - - - - - - - - - - - - - - - -
6.66 

11.)) 

26.99 

)8.)1 

55.02 

74.84 

99.99 

1)6.93 

17).'59 

22).1.0 

309.75 

40).92 

550.66 

617.91. 

519.76 

558.73 

616.16 

104.2) 

811j.48 

896.45 

Source : Statistical Stateme~ts r~lating to the Cooperative Move.en t 

1n India, various issues, Part I, Credit Societies, i9sued 

by t~e Reserve Sank of India, So_bay. 
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the .rger ot PLToaa ot ,;aheraahtra into the Stett' eLT'S in 

1972-73. 

It meJ be polnte~ out that between 1950-51 en~ 1977-78, 

the aTftrage amount ot working oapital per reguler member ot 

the PLTlSs iDOreeset! to its. 2,717 trom R •• 310; In the oese 

ot eLnS. there wee II l!I!Irginel r1se trom R •• 8,578 to Re, 8,6571 

en~ In the o~s. ot L~as DS e whole, it inoreesed trom Re, 6~2 

to Rs. 5,221. The working o~pttRl per member ot the OLDa 

remsil18c! stetlonal7 beoeuee the enDuel growth rote ot member­

ship and working oapit,l "'ere more or le.s unitorm (22 per 

oent per ann~m), wheraRa. \n the oa.e ot PLnas, the ennuel 

growth retea of me~beratlp sn~ tha working oapltal were 10 

per oent enc! 19 per oent reapeotlTelJ. 

In the nu:t t.", aeotione eaoh souroe or tund, ot LTlSs 

~ nd its reletlTe importenoe In the totsl tor the reterenoe 

perlce! (1950-51 to 1977-78) ere disouased. 

pEBRNTmXS 

Tlebentures con.aU tute the tllCet important lIOuroe of 

working oepitel of the LTlSs. l"rol'l1 Table )..2, wblob proTidee 

debentures outst'Ddlng ot CL~Ss, it ta oleer thet c!ebentures 

oonstituted neerly 81 per oent to the working oepitel et the 

ana of June 1978. The sh~re ot debentures remained more or 

lese stetionel7 at epproximetelr 84 per oent during the atud, 

perl ce!. 

The Ie: sue of debentures 1a govemed bJ the proTt at on. 

ot tbe r 9speoti ve LTlB t.ot ot ef!oh State. At present onlJ 



TASL!> ).2 

Out,t,ndlng Debenture of Central Land Deyelopment aank, 

l Amount in C1"Orea of Rupeea) 
- - - - - - - - - - - - - - - - -- - - - - - - -- - - -- - - -- - - -

As on Jebenture amount Colu.n 2 aa percentage 
)0 June outltanding at of working capital 

the end of the year 
() ( 1 ) ( 2) 

- - - ------- - - -- - - - - - - - --- - - - - - --- - -
1951 6.7S 87.4 

1956 14.94 80.7 

1961 )6.5) 76.7 

1962 47.74 77.4 

196) 68.19 79.4 

1964 92.59 81.1 

1965 124.72 8).1 

1966 178.)7 86.) 

1967 2)2.02 88.0 

1968 299.55 86.9 

1969 426.11 87.) 

1970 570.80 )9.4 

1971 724.90 86.2 

1972 879.8) 86.5 

197) 101S.04 84.4 

1974 114).28 8).6 

1975 125).94 8).5 

1976 1)8).82 8).0 

1977 1590.51 82.9 

1978 1690.59 81.2 

Spurce, 9tatiatieal Stat •• enta relating to the Cooperative Koy .. ent 

In India, Tariou. i,aue., ieeued by the Re,eTYe Sank of 

India, BCMlb.y. 



CL~8a ere empowered t~ iRSUB ~ebentur.8. ~Bbentures ere 

illsued with the prior perln18sion ot the truetee (norlDll1l1 the 

Registrar ot Cooperative Socletiee in s Stete eots ae the 

trustee) on the 8~OUr1t, of ~ortsvge8 eud other Bseeta 

treneterred b7 the PLPBe end of the other propertiee ot the 

CL~Be. 

nebenturee in the p8 at were norllall, f.asue~ tor e 

unitorm period ot 20 ,eers in alllloet ell the Stllt.ea. ,Vben 

the emphaah tor ed"lInoing l08na bee been ebitt.ed to prOduotive 

purposes. LOBs sterte~ floeting ~ebeoture8 tor shorter periods 

slao. h-om the OIIrketing .apeot elao Issue ot debentures tor 

aborter periods 1a oons1dered edvantegecus trolll the ne. 

polot ot ahort-term in" •• tors. 

The maln eub80rlDers to the ~ebent.ur.8 Issued b7 t.be 

CLT'Ba are inati t.utlonel 118&001ea suoh ae the RDI, St.ate ilenk 

of I!l~le (S8I). Lite Inaurenoe Corporat.lon ot lndle (LTC). 

oO~lIrolel end ooopereti"e benks. Pert. ot the Bubeoription 

to rurel debenturee oomes trom lndlY1duels elao. An importent 

teeture at the debeoture tloet.etion programme is that elloh 

eLTa lende support. to the debcD1:u:t'ee tloated OJ other OL1'8s. 

This support to eech other 1s pos8ible es t.hey ere ellowed to 

in"est upto 50 per oent ot t.he sluing fuLds 11181ntelned b7 

t.hem in the debentures issued b1 other CLDas. 1 

1 Reduoed tro. 60 per oen~ with etfeot from Teoemoer 2. 
1979 "lde Reser"e Bank's oirollll!r No. ACP/LtB/7B4/B. 
)-74/5 dat.ed 2 ~ eoe~ber 1974. 
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In order to make the a.bentur •• ettreoti •• oertein 

eddi tionel teaturel have b •• n intro~uoed tl'om ti me to time. 

One ot the importent teature. introduoed io Nov.mber 1964 

(following the RBI's suggestion .1. the guarente. given by 

the Stete GoYernment to the repeyment ot the prinoipel snd 

inter.st on the debentur... Oomneroial banks were permitted 

to i.eue loans on tbe pledge ot tbe.e aebenturee. The.e 

debenturee ere eleo mede negoti8bl •• 

40 

There wes e phenoMnel lnore •• e In the debenture 001180-

tioo. ot LnBe between 1951 and 1978 e. abown In teble ).2. 

It om be notioed that ~ebenture omount. out.tanding beve 

{noreB.ed trom R •• 7 ororel to neerl, H •• 1,691 ororee betwe.n 

1950-51 .nd 1977-78, implying en evereCII .nnu.l GompOUnd growth 

ret. or neerly 22 p.r o.nt. Th. IIDnuel ave res. rete ot growtb 

Wbioh we •• bout 18 per oent et the .n~ ot JUDe 1951, lnor •••• d 

to 35 per Gent 8t the en~ ot June 1971; it tben dropp.d to 

11 per ollnt et tb. elll1 ot Jun. 1978. However, the eher. ot 

debenture. In tbe working oepital remaln.d .tltion.r.y. Thil 

1. b80811.e (1) the growth rat. ot debenture. Bnd worldng 

oepltelwere more or 1 ••• equel .nd (11 ) alno8 deb.nture. 

tormed .n ~erwb.lmlagly proportion or the workiag o.pitel. 

A. mentioned e.rller, ~lIbeDture oepit.l i. rei.ed by 

LnS. by tloating three type. ot debenture. viz., ordinerr, 

.peolel end rurel. l>8oh tJPe ot debenture end it •• here in 

the totel may be turther dillOu •• lld here. The dAte with regerd 

to the three typel ot debenture. lelued by CLnae tor the period 



'" 1909-70 to 1917-7'13 uo £lv 6.U in table ).) • 

Ordinary n.bentUl" 

41 

Or41_17 d.b.nturll. fca'Jl th, JUlin OOlllpolI.nt of the 

dab.ntu1'8 oepit.l of ~ho L!:.:Is in Illl11l1. !lurius tlla pest, 

when the lCIIll8 wert l.eulI' l!Utlnll for oleeriug old 4.bt., 

Froyi4.lIt fuDa Comels.ioll.r, Charitl co.ml.aioner, III.arelloe 

co.pellie. 8nd GoYerum.nt .er. the maiD .abaoribera to or41D.ry 

debenture laaues. " ltll tne lnoreas. In the re~ulremellt# ot 

fund. ,.peolelll atter tbe aaaignment ot , new role tor ~~B. 

In sooordeno. wi til th. reoOlllll.ndaU ODII or the All Indl. Rural 

Cre~lt SUrY!J COlltnltte. l19S4), It wes f.lt that thl'la. d.b.lI-

tur •• ne.d muoh wid.r .upport th.n betor.. Th~ ,upport oeMe 

froll! the hEll, SDl .!WI oth.r co_.r01ll1 5a1l.lt1l. Aft.r the 

netlollell.eUon or the fourt •• n maJor ooa~erol.1 o.nk. In 

July 19U9 , their support to the «.bentur •• I mprOyed oOD.l-

dereilil. 

T~ble ).) proYld,. Information on the ~1Il0uut of ordinery 

d.bentur.e 1.8ued and the pero.nteg. ot ordinary d.b.ntures 

In th. totel d.bentur •• haued by ClJl8e for the Jeer 1968-69 

to 1977-78. :a oaD b. notioen thc·t T.Ufl relative lmj,iort!lnoe 

or orMnary debent.ures in the total ah01l'e4! 8 ootitinuoua 

deoline trom neerl,. 89 per oen~ 111 t908-69 to 61 per 08nt 10 

1977-76. 'I'be 4!eol1ne "88 more prolloUDlJ8d In 1972-7) end 

• Separate date with reG~r~ to eeoh oAtegory ot 
debelltures are ... ll!! ble from 1969. 



TABU ).) 

Qlblfttur., I.,u,d by c-ntr.l Lind p!!t!op!.nt Sank, 

during 1961:69 to 1977-78 

, .) 
L~ oJ 

(Allount 1n CroNI ot ltUpe.l) ---- --. - -- --- - - - - - -- ----- - ---- - - -
Iur • Ord in 11"J' Special Rural iotal 

Deber:!ture8 D.b.ntuN8 D.bentU""8 
(1) (2) () (4) (~ ) - --- ---- --. - --- - - - - - -- -- - - -- - ----

1968-69 378.0 )2.) 15.9 426.1 
(aa.7) (7.6J 0.7) (100.0) 

1969-70 490.7 62.6 17.' ~70.a 
(86.0) ( 11.0) (l.t) (100.0) 

1970-71 013.0 92.9 19.0 724.9 
(a4.6) (12.8) ( 2.0) (1013.0) 

1971-72 735.9 12).9 20.0 87'1.a 
(8).6) (14.1) (2.) (100.0) 

1972-7) 779.2 211.1 18.8 1015 .0 
(76.8) (21.4) (1.9) (100.0) 

1973-74 a37.1 288.1 ,8.1 114).) 
(1).2) (2S.2) (1.6) (100.0) 

1974-7' 861..7 )72.2 17.1 12H.9 
(09.0) (29.7) (1.4) (100.0) 

1975-76 916.4 452.6 14.8 1)83.8 
(66.2) ()2.7) (1.1) (100.0) 

1976-77 '181.8 591.7 11.0 1590.5 
(62.1) ()7.2) (0.1) (100.0) 

19n-78 1022.5 6".5 9.7 1690.6 
(60.5) (31.2) (0.6) (100 .0) 

Note t • t.ar anding on JO Jun •• 
So~c, I 1\.tlatienl St.t .. epta relating to the Cooperatl.t 

May"tnt in India, 188u,d by " .. erYe Uank of Indta, 

8oIIb.y. 



1973-74. prlmBrlly 8a 8 reault of flO8tation of sp50ial 

deyel0pJDent debelltureu for illlphllMlnUQ(!; the refinanoe aohelllPa 

of AR1'C. pertlou18rly un!'er the International neveloplllent 

Assooietion (IPAI proJeot8. The existenoe of heeYy oyer~uea 

et the primary bank/brenoh leye1 in aeyeral Stetes la .nother 

reason for the deoline In the ahare of ordinary debenture •• 2 

deoau.e or the oye~ueB. the loening operation. of the 

PLl1aB/brenohe8 of CLPBa ha/! to be restriote/! 18aM ng to the 

Inability of the CLT'lB8 1;0 heye edequets 8eourities support­

ing the haUl! of ordinel'1 debenture8. 

The Working Group set up by the Government of Indie 

on 11 Aprll 1972 for formulating ~rop08~l8 regerding 

development ot oooperetive8 in the Fifth Plen eat1mBt~d 

tnet LtBa would be edvanolng IDYestment oredit of the order 

of Ra. 1.500 ororaa durlag the Ple n perl od - Be. '.'00 orore8 

by way ot lO8n8 und er ordl ns 1'1 progrl'lll!lD.ee lind RIi. 400 orore. 

by .1 ot loana uM er the ARC-retinanoed Bohemes. Aooord1 ag 

to the eatl me tee !llSde by the Group, resouroes totlllHng 

Rs. 1.100 orores tor losne unller ordi1l'.l1'1 pr~rlllllJlle8 wera 

to be rebed In the following mann.l r. 

2 R~8erTe Benk of Indie, R~vtew of the CooperatiTe 
MCl!flmept in IMh (1972-74), ilolllboy, 1976, p.1)O. 



Own. d tuDe!. 

~urel debenturea/r-epo81t& 

Stete Co-operet1 ve Bank8 ant! Other8 

Slnldns tuDe! 

SSl/Commerolal Banks/LIC/RSI 

Centr81 Government/StAtQ Qoyernment~ 

"rotel 

Rupee. 1n 
Cror •• 

45 

35 

70 

J50 

4'50 

150 -------
1 J 100 

-------
It m8y be noted th 9t tho t~rg0t tor ordinary deuentures 

In the 'Itth P19n h~~ @ln~e been r~t!u~et! from R8. 1,100 

orore. to Ra. 600 orore8 beoeu.e ot the antioipeted inoree •• 

in lcening I!nder ARC-ret1nanoed 8obame8 rrolB R •• 1.00 O1'ore. 

to R.. 900 orare •• 

Speoie 1 !Jebeptllre8 

Jtooor~'!1ng to onE' 01' tll€ l'POOl!ll!lenl!lIti ons of the All 

Indh Rurel Credit ,survey C()IlIIIl~ tt ~e tlll!}ort (1954 ) . there wea 

need tor LorB. to prO\1t{ie lnsnE tor produot!Ta purposea in 

view ot CIO nei., arable poten ti a1 for e~rlllulturd prOf(re8\81e. 

(wob aa oonstruotion of III.!Ijor end lIl!It!1um lrrl€fltlon "roJeota) . 

ena the 800pe for deTeiopment or plantstion ant! hortioulture 

orop., In order to meet tbe oredit nea~1! 1'01' suoh deTelop­

~nt@l purpcBee, the nee/! tor the ~ohl1lzet1on of re.ouroea 

through tba laaue or ~peolel daTelopmE'nt debenture8 er08e. 

Following the recommeMotlons ot tbe All Ind1.!l Hurd 

Oret'lit Sur....,y Co=1ttea (1954), tbCl RBI deoide" In 1962 ~o 



prortde aupport to wo. In reapect ot debentures tlOtlted 

uneer Ipeclel acheme •• which oould not be tlnsnoed from 

normal 80urO •• on acoount ot the lerge outley involved or 

beoeuse ot the terlllll end OODI'Il tl one ot repayment. Suoh 

eselatens. WS8 in addition to the .upport Wbloh the RBI waa 

providing to the ordlnsry debenture. tloated by L~88. 

However. tbe rete or progreaa In thi. regard waa alow. 

Wi th the establlslnlent ot the ARC In 1963. the speciel 

debentures gut • fillip. The epect al doocntures e 1"8 Issued 

by L'rBe to the extent ot lOl!Jna e~y p.nced to them by the Anc. 

Such advWloe9 !.I re g17~ tor t1uellaing cpccitio sobeOlGs of 

egrioulturel 6oYelopment whloh hav e bean approved by the 

,'.cl'; . Legh s erles ot speoi.1 d.ben~urt!s i8 aubsori bed to by 

,Ule lIud :;ito te uovernments. Tbe oOlltri ir<l tiOIl ot the State 

Got"6l'ulll(;nl. 11.. 811.vl GStjed with 8 vle'lf to 8li~urlllS 1 U technical 

help In the Implementation of ~ evel~~~ent proJacte end 81nce 

L~BB u8ually do not bey~ technloa1 .t~tt ot their OWD. 

It mey be lilian from teble 3.) th"t the ahl'ri' ot 

epeoial ~ebentures In the tot"l ~ebenture ccll~tlon. hell 

shown e gredusl lllOr6fl.EI. Their Bhere In the tOUl, 'llbloh 

weB ne8r11 a per oeot 1n 1908-69. lnore ••• d a~Qairureo17 

t'!\lrlug the ret~rellOe period of the lltudy ant! stootS ot nearly 

39 per oent In 1977-78. 

Rural Debentures 

Th~ All-lndle Hurttl : ret'l1 t Sllrv67 COlIIDi tho (1954) telt 

that. there WII8 good BCOpe te>r V 1a. to mobilize end ooll.ct 



rural s"v1Dgs In vie" 01' rle1ng leTel 01' prloes ot' a8rioul­

~ural produo~s ane! produotlYlty. 'fhe type 01' ilebentures 

Issued ~y Lr.Bs et tbet time were not 001l81~ered sulteole tor 

the purpose. Iienoe, e n .... type 01' "ebctures oelled, "rurlll 

d6ben1our .. 8" "are Issuec!. The ebcwe ColDll11ttee outlined the 

main feature. or rural aebellturft8 aa ullt!er: 

"Theae 'liurel ntlb6ntures' ahould, as tor es pos81ble, 

be tor spect flo proJoctF. of ~. eTftlcljilllmt to wM.ell the villager 

1s interested In dlfterent dagreee .oaor~lng 118 they are 01' 

dlreot GOllort t to billl, or or bene1'1 t to t!tose I'll tb wbom ha 

sberes e tel.larr8hip 01' lIltereat beoausa ct' t.balr belou~ng 

to hI. f\. triot &1' regs. on or Stnt.. 'Ihuc, 1t the purpose 

or the l'Ieblllltures la to provil!t!I loena to the oul t1T8tors la 

hia t'lWn 100511 loy tn prepare their lSllds tor the 111per 

pro~'!'t,ot!v1.tYlM"f\ poes1bl!) by 0 dnor 1rr1getlClD 'r.)r!c ot 

the distrlot, thIs may be ~t ~are or less ~tr~ot appe81 to 

the loaal oultlvator; at the 881118 U:ne, a c'lebenture 

8111111arly relates to BO .. importsnt alit! lI110b publloized 

mliJor irriget1 on warlc fllltabl1st.ed In his State ;M y have an 

appeal tor blm wh1~~ 18 lees ~lr80t, out not naoGs.artly 

la.a strong. Just 88 the debentures iatenlle!! to draw 

sl!ITidgS frolll the money merk.t !Ire isaual! duriD8 the _laoi<: 

S8,,80n wben mone7 is .vellable with tba .arkelo, so sbould 

these rllrsl "ab8Dturall, p;_ ter e. possibiE', bf) II1Buac1 lit 

the tl ~e of herTaet ~nd roele of crop when money 18 available 

witb tbe egrioultural ole._es. Jo al00, in r8g~rd to period 
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of repe7Jlll!n~ e~o., the.e <'ellenturee should be 110 de.igned 

ell to .uit tbe requirelllllnt of tbe rurlll inve.t~ 3 

In aooordenoe wi tb the sbo1'e reoommen<,atl on, the 

OLYlBs ",'ere IIdvise~ to float rurel debenture. tor mObllizing 

rurel sll1'i ngs. Tn purlluenoe of th1e, the RBI formullltet'l 

a .ahema in 1957 ead reoommendec! lt to these benk.. One of 

the .elient feetures of the sohelllll we. that the Lnas oould 

grent 10lln., against 1I000tgegea ot leDe!, for prot'!uotive 

• purpo.es for perloc!e ot 6 or 7 years. On a review ot the 

above .ohellle by the RBI, I t well notioee! that the progress 

wes ter from estlsfaotory. The meln t11ff1oulty experi enoed 

by baakll •• 11 their inability to iseue lOins tor 7 yeers, 

the de.ne! et thet time belng lII08tly tor lO8ns for 15 yeers 

or more. A rensee! lIahelll8 "liS, therefore, drewn up by the 
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RBI in Septemb~ 1958, lIooor~lng to whioh CLDBa were e.powered 

to illaue 10lln. tor periods extending upto 15 yellrs end, on 

the strength of these mortgagee, 1 •• ue a serie. ot rural 

debentures dlv1ded into two parts. ODe pert tor 7/15th of 

the totlll smount was to be for 7 ),eors ent'! be mede sval1able 

tor subsoription by only lDcUvit'luals ln rural a rea II end the 

3 Re.erve BaIlie ot Inc!ia, The aeDuM Report ot the All 
IDdi! Rural Credit Surv., gomm'ttee, Bombay, 1954, p.489. 

• More !'Ietells ere avel1able ln the Report of the 
Oommittee on coo~rstive Lenc! ~eveloplllllnt Benlcll, Hellerve 
Beak of Inc! Ie, 1 5, p. 177-178. 



remainlng pert .e. to be tor 15 yeers to be sub80rlbed to 

ent1rely b7 the RUI. 

It oen be seen troD! table ).) tbat the ennuel oolleo­

tions trom rural debentures Ihowea a d8011ne. Their oontri­

butlon to the total aebenture oolleotions, Whioh was n8ar17 

4 per oant 1n 1968-69, sraauelly 4eollne4 - It we8 le8. then 

1 per oent ot the total durlng 1976-77 ad 1977-78. Ssrring 

a tew benke, tor Instanoe, in AD~bra Predelb, GuJaret, 

Karnetake, ).iaherl!shtrs, PunJab, T8Illl Nadu end 'Ttter Predesh, 

the pertormenoe ot the remelning bsDka In the tloatation ot 

rural debenture. was poor. 

The uln raasons tor the tellure ot tha benke to tloat 

rural 4ebenturea tor eub.tentlal amounts .era the low ret~ ot 

lnterest on debenturee, oons14creble expenses Inyol.ed in 

s.n41ng money oraers on aooount ot halt-7aerly Intere.t 

peyable to debeoture-holdcrs, oompetl t10n tro m other 

instltutions, eto. 4 /,ooording to the All Inala Rural Orealt 

Rerte. Oom!llitt.e (1969), the mllin reeson tor the tallure ot 

the sohe. tor rurel debentures ha. been the leole ot serious 

ettorts on the psrt ot OLPS. 1n this direott on. Pri mer)' 

banks ere more oone ernea in aoh1eYlq tsrgets tor loan dle­

bursellents rather than helping the eLl'Ss In the ssle ot rural 

4ebentures. 

4 aeserye Bank ot Indle, Re.le. or the Oooperetile 
Marement in India (1972-74), Bomber, 1970, p.1)2. 



EXpert 00salttee8 like the All In~le Rurel Cre~lt 

Review Oommlttee (1969). end the Working Group on Rurel 

Ylebm ture. (1971 ) ba.,. reoolll!lleDd e!! the oon tinuallO e of the 

sobeme by Lnas In view ot 1ts potential tor tepp1ng rurel 

savlDgs. The oontereooe of Stete Min1sters tor co-operetl on 

held In New nelhl In Januer,y 197) wee also in fevour ot 

• continuing the sobeme. 

The or~ nary !!ebmture progrl!lllillll or the Cl.T1Bs for the 

yeer 1974-75 wes 11Dke~ w1th their aohlevements in mobiliz­

ing rural sarl DiS trom iD!!h1duala by .ey ot r ural !!ebentures/ 

tlxe!! !!epos1ts. It was deol!!e!! th~t In the 08se or the 

OLUBs whIob falla!! to aohleve the allote!! quots of rural 

~abmtures durlDg 1973-74 there woulc! be e out in the support 

trom 1llSti tutl onal l16enoies to_r~s the ordinary debenture 

programlllll of the banD tor 1974-75 to the enent of 10 tlmea 

the dltterenoe bet.een the lIIIIount requirGt! to be mob1l1zed 

troll! the Indlrlduala IIDd the _ount eotually oollaote!! In 

the pre.orlbed menner. sUbJeot to s 1IIBlI1mulll ot Rs. 200 lakh. 

tor aeob benk. 

The entire sobeme of rural ~ebenture. west however. 

revle.ed by the Agrloulturel Orec!lt Bcftrd ot tbe RBI et Its 

meeting held on 7 "usust 1975 l'iIere It WII. deolded thet the 

.obe.e of rural debenture. may oontlnue to be un~8rteken on 

• Detll11. are 8Ta11able In the Report of tbe ~lIIlIlltt!! 
on Cooperative Le~ Development denks, 1975, p.17 194. 
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on a voluntary basis by the LDBs inatead ot being mandatory 

aa heretotore. Under the revised sche .. , rural debentures 

floated by GLOBa would not carry the Stnte Government's 

guarantee and there 101111 be no contribution trom the lillI. S 

Having d1ecussed the relative importance of the 

different debentures, we can briefly disCU8S the tY1>OS of 

8ubscribers to the debentures issued Dy LuBe during 1969-70 
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to 1977-78. The relevant infonnatlon is furnished in toable 

3.4. It 18 clear t.hat the ARC's share had increased consilier­

ably from about 18 per cent in 1969-70 to nearly S1 per 

cent. in 1977-78 whereas the shares ot SBI, Government ot 

India, State Governments, C~erclal bAnks, Cooperatlve 

institutions and Public hAd shown decline during the 8ame 

perIod. The shere of sinking fund inve.tments remained 

more or le.s the S8me. file share ot the LIe showod an increase, 

from nearly 9 per cent in 1969-70 to nearlyj 11 per cent in 

1974-75; since then, it declined and constituted only 1 

per cent of the t otBl in 1977-7S. 

INTlm rn FI NANCE 

Before we dlacusa the other sources of funda for 

LDBa, lIuch aa Share Capltal and Sinking Fund, we may 

consider the nature nnd importance of interim ~lnanc •• 

S. Reaerve Bank of India, hev1ew of the cooperative 
l'iov8lllent 19 Indla (1974-76), ilombay, 1978, p.140• 



Deb8n~ure8, as discussed 10 ~he preceding pagea, c008~itu~e 

the mos~ importan~ source of fund tor LUBs for obtaining 

long tenn lunda requirod fo,' diabursemuot of loana t.o 

agriculturia~8. Debent.ures are float.ed 00 ~he st.rengt.h ot 

prey10U8 accumu18~ion of mortlage8. In order t.o ob~a1n 

mortgages, CLuBs have ~o depend on inte~ accommodation 

aince t.heir owned futlus aloe generally inadequat.e. The i~l 

helps the LOUs in uecuring int-erio accommociation for their 

loaning operat.1ons fl'Om the State ;;ooperat.ivo hanii (5GB) 

or the mn RUO :l.I:.lj subsidiaries. 

The pract. ice ado llted by most of tho (;1U13s ill collecting 

mortgages f1ra;; by i6sui,~ loans wl~h the help of their 
, . 

owned fundo tll.<i i ntel'1.Ia accolllrlloontion is eU30ntoial, because, 

confldence of the long t.erm 1nveot.orll ' .. a:; necoaeary \;0 make 

the debentures a 5UCCeS&. It. 1s mortgages first collected 

that would proviJe secur1ty and creat.e confidence 8Illong the 

investors. It. can be argued t.hat. t.he GoverlWlento guarantee 

could Inspi.-e conn.dence. 1lut even Stat.e Govern!1llilnt would 

like t.o g ive guarantee on the basis of unencumbered mort.gages. 

The All India jiurl1l Ct-edlt Heview COlllmit.toee (1969) 

obS61-ved t.hat int.erim &ccoIQQodat.ioll was obviously necessary 

for t.hu smooch flow of long torc credic. It. also felt. that 

such accO!lll:loct " tion shoul,) b~ adequat.e in !Ill10UIlt. and carry 

reasonable r~te of int.erest. The Committee (1969) was of 

the v1ew that. at that t.ime LUBa had no problem ' '11th regard 

t.o obtaining sufficIent interllil accommodat.ion. 'rhe S8l or 

one of ita subsidiaries was provid ing theso facilities to all 
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bue two seates against the guaraneee of ~he concerned s ese. 

govGrnment, chnr~ing B rate of in~erest of 7, per cent. 

The totlll, of sllch l1m.l.t.s ,'md outstllndill~: 1l thereunJer stood 

at P ... 16.1 ereres nnd R,.1'.4 crores rospectively, as at. the 

end of December 1968. Of the tMO CLilDs which ./ere noe 

financed by t he 3 ft r, the one in "SSM was not floating 

debentures at t h'l t time and the other in '·iMarashtra looked 

to t.he loc i'll SGl3 for th i s facility. As 11lrger lend1n.~ 

j:lrogr!lJllmO CAme to be uncler~qk en in the lat.llr YO'irs, t.he 

re~1J1rements ~y way o f i nterim accommodat1on were expected 

to substantially ;;;0 up. 

The LDBe in 1973 had to undergo ct tfficulties in secur1n6 

intn!'1m nccommod fl t.ton, because t ile :.131 d i d not allow more 

than three flolltat.1ons of ordln'lry d'lbe ntures 1n a year and 

the reduction in comraorct>ll B,Ilnks fi.nnnc1t:11 su,.,port due to 

the :mI'a control on the fome r. The Committee on Cooperative 

Ll;lnd [levolopment B:'Inks (1975) su~gested t h.'l t unrler such events, 

the jillI miGht pemit an .<!dditional floEltRtion of debentures 

in Ii yellr by t.hose CLuD::! ;.;hich depend on 1nt-oro 8ccoDlllodat1on 

for their lOAning operations. It also suggested that ehe Wile 

should c ~refully ?1~ the de~loyment of their own resourCGS 

in a ?rof1eabl'i) m'innel' ~d m,ue detennined effons to reduce 

their dependence on interim ac~ommodation which is costly. 

SHUll: CAi'ITAL 

Sh~H'e clloitnl I:onlltitut.ed the s econd r:Jost llni1Ortant. 

source of ~ ... orkini; CCl j>itill of CLD13s. Every ina ividUlll is 

reQuired to purchase at. lOllst one ahare of ii.!.10 to enrol 

8e a member. Furth", ., the primary ballks collect share capital 

r:: .) 
.) " 



T4BLE 3.4 

Debentures Issued by Central L!lnd Development Banks -

!)"hares of Various Subs~rlbers,l 970-1978 

- -------- -- -------- ------- . --------- --- -------
Life stete Bank keserve Bank ~rlouUurel Govt. ot Stete 

Year Insurance ot India or Indh kerinanoe India Governments 
ending Corpora tlon Corpora tlon 
June 30 ------ ------ ----- -- ------ --------- -- - - - --- --
1970 13,4 6.0 5.2 26.7 14.1 20.3 

(B . B ) (3 . 9 ) (3 .4) (17.6) (9.3) (13.4) 

1 :l71 11.9 6.1 5.4 26.6 17.4 23.9 
(7. 5) (3.9) (3 .4) (16.8 ) (11.0) (15.1) 

1 972 10.9 5.6 5.2 28.4 18.7 25.7 
(6 . 6) (3.4) (3.1) (17, 2) (11,4) (15.5) 

1 Q?:i 10.7 4.0 1.4 86.3 11.5 23.8 
( 5.9) (2.2) (0.0) (47.7) (6.3) (13.2) 

1 m''! 12.0 4.3 0.4 17.8 1.4 17.0 
( 1.4) (2.1) (0.0) (48.2) (4.6) (10.6) 

1975 16.5 3.6 - 77.0 7.0 16.7 
(10. 6) (2.3) (49.6) (4.5) (10.1) 

1976 14.8 3.9 - 99.1 5.9 21.8 
(7.8) (2.1) (52.3) (3.1) (11.5) 

1971 15.6 4.6 - 126.1 6.0 24.8 
(6.9) (2.0) (56.2) (2.6) (11.0) 

1918 2.3 5.0 - 111.9 7.0 22.6 
(1.0) (2.5) (56.6) (3.5) (11.4) 

Note C f i gures in the brscket indica te percentsge t o the totsl d.benture amount. 

source I Statlstic~l Statemen ts relating to the Cooperative Movement in India, 

Part I, Credit Societies, various iswues, Issued by the Reserve Bank 

of India, Bombay. 

- -

( Amount In Crores of Rupees) ------ . - ----------------
Commercllll Coopers t1 va Sinking 

Banks lnst! tuttons Publ1~ Fund 
Inves t-
ments ---- -- ----------- - ---

32. 7 6 .6 11 ,1 l fi .8 
(21.5) (4 . 3 ) (7. 3 ) (10.4) 

29.4 6.8 7. 5 23. 5 
(18.5) (4. 3 ) (4.7) (14. 9) 

24.1 A. B 7. 2 30 . 5 
(14.6) (5 . 3 ) ( 4 , 4 ) (18.1) 

18.9 5.8 f.9 13.8 
(10.4) (3.2) (2.1) (7.6) 

11.4 3.5 2. 3 25.4 
(1.1) O~.l) (1.4 ) (15.7) 

11. 3 4. 3 3.5 15.4 
(7.S) (2.8) (2.3) ( 9.9) 

16.0 4 . 4 3.9 19.7 
(6.4) (2. :3) (2.1) (10. 4) 

11.7 3.0 1. 2 31.9 
( fi.l? ) (1. :3 ) (0.5 ) (14.1 ) 

12.1 36.0 · 0. 2 0.6 
(6.1) (18. 2) (0.0) (0.0) 

c.-:"'-
~J 

---- -----
To t ill 

- ------ -
1 5~") . 0 

(l!)) . O) 

1:'9 . 0 
(1 ')') .0) 

165. 9 

(1 00.0 ) 

t AO. 9 
(11)0 . 0 ) 

161.4 
(100. 0 ) 

1.55 .2 
C- loo.0} 

189.4 
(1:)0.0) 

225. 4 
(1-:)0 . 0 ) 

1<)7.6 
(1 0 0 . 0 ) 



at the rata ot 5 per cent ot the l08n amount trom IncUY1dual 

borrowers. Theae banka. in turn. purohaee aharas ot CLrSe 
6 

to tha extant ot 4 per oent ot their borrattlne;a. 

The All-India Rurel Credit Review Committee (19b9) 

reoommeD<1e<1 that bigger cultivatora ahould make e larger 

oontribution towards the ahara oapital ot L~Ba. On the 

baai. ot this auggestion, the OuJarat Stete Co-operative 

Land ravalopment Buk requlre~ oulUv"tora to IIII'Ike a oontri­

bution ot 5 per oent tor l08na upto u s. 5.000 end 7& per cant 

tor loellJl ot hiper IIlIounta. 

Teble ).5 81vos date pertaining to paid up ahere oapitel 

ot the CLDBa between 1950-51 end 1977-78. It oan be aeen trom 

the data in tha table that the psld-up ahare capi:al ot tbe 

OLnBa laoreea.d from about Rs. )1 laths et the en~ ot June 

1951 to Re. 119 crorea sa on )0 June 1978, registeri ng II 

oompouD<1 growth rate ot neerly 24 per cent per unum. 

The iooreolle in the ehare oepital oould be mainlj 

attn buted to the ioo resss in the nu!llb er ot me mbers end the 

riae In their borrowings trom the LDBa. rt 1IIIIJ be noted 

thet 8h8re oepitAl ea peroentage of ?lorking oapitel rose trom 

4 per oent to nearly 6 per cent between 1950-51 end 197'1-78. 

6 Tbe Reserve Benk ot Indie au~eet~d on 9 July 1973 
that the oontribution ot prlrnflry b8lllal In the share 
oapital ot OLT'Bs m1pt be tixed et 3 per oent ot the 
borrowings or Pr1 :!lery banlal ins teet! of the eerlier 4 
per oent. 



Orowtb of Paid-up Sharo Capitlll anci S1nk1m; fund 

of the Centril l LIIDd Develops81lt Danks 

(Amount ill crona of rupees) ------- -- --- - - -- - -- --- - - -- - - - --- - - - -- --- --- - - - - -
AD on )0 June 

(1) 

1951 

1956 

1961 

1962 

1?6) 

1964 

1965 

1966 

1967 

1968 

1969 

1970 

1971 

1972 

1973 

1974 

1975 

1976 

1977 

1978 

;;1Iare C:tpital Col.(2) as 
porcont.age 
o f work~ 

c ;]pU Al 

(2) () 

0.31 4.0 

0.79 4.3 

4.33 9.1 

5.73 9.3 

7.81 9.1 

9.59 8.4 

11.92 7.9 

15.39 7.5 

18.93 7.2 

24.10 7.0 

)0.94 6.3 

38.86 6.1 

48.88 5.8 

57.62 5.7 

79.46 6.6 

67.91 5.0 

93.27 6.2 

98.70 5.9 

111.50 5.9 

118.90 5.7 

1.02 

4.06 

6.91 

10.92 

11 •• 67 

20.56 

28.39 

38.07 

49.41 

63.2b 

86.12 

118.03 

1;7.54 

205.!>O 

258.84 

)24.98 

372.00 

390.22 

520.56 

551.90 

Col. (I.) lUI 
perconto': l1 
of W'orldug 

capital 

13.2 

21.9 

14.5 

17.7 

17.1 

18.0 

,g.9 

18.4 

18.7 

16.2 

17.6 

18.~ 

1a.7 

20.2 

4).2 

,.o.S 

41.0 

4:.! .2 

42.5 

43.1 

Sourcft: St ntlllt-ieu. !itnt.elllonts rolF.l tin.v: to t.he Coopnrlltlve !·(ovement in IndiA. 
l'art I. ~rodit ~oe1et.iea. v nrious 1:;SUGS. issued by t he hesorve Bank 
of Ind1a. Borttlay. • 



SINKING JroNT) 

Sinking tund i& e devioe whioh hea been ores ted to 

redeem the debentures st the time ot maturity. The perIOd 

tor whloh & lIinklng tun~ is oreeted depends upon the periOC! 

1'or whloh ~ebenturell ore b&mtd. It 18 bullt up by r~ylng 

into it every yeer out ot loan oolleotton, e Bum equivelent 

to the amount 01' eeoh aeries ot ~ebenture8 dlvl~ed by the 

nU/lli)er ot )'e t'ra tor whIch the .eries he. been Isslltld. The 

eooret! on8 to at nking tund Are uael1 for Investment in Govern­

ment seourities, benk's ~n debentures, eto. The debentures 

ere oovere~ by mortg*gee tren.terred In fevour 01' the LT'Ba 

by borrowers. 

In the Inltlel yeers, acme bank. ls8ued dobenture. 

throughout the Jeer and redeemed them In instalments before 

their _tun ty. Following the olrcular lellued by the RBI in 

1936 on 'The Finenoing ot Lend Mort~ge Benks in .lndie', 

CLDBs started mdntslning sinking tund tor eeoh series of 

de ben ture s. 

SInking tund well invested in the beginning In Govern­

ment ,eounties whioh yielded low Inoome to the benu. Henoe, 

the RaI in 196~ fixed the pettern 01' investment ot sinking 

tund whioh wes revisec In 1971. The suggested pett ern7 111 

given below: 

7 Report of the gO!l!l!lttee on Coopflrethe I.and 
T'9velopment 138nka. Reserve Bank of Indh, Bombay, 1975, 
p. 17~. 



(II) Not leas then 20 per oent ahoul .. be invested In 

Go.,ernllflnt ene! other truatee scour! ties inoludlll4> bone!e 

lssuee! b7 the ARC subJeot to the stipulation that at least 

10 per oent moult'! be In.,ested In GOTernlllent seourlt1es. 

(b) upto 60 per oent of the balenoe In the slnklng tund 

lIla7 be Investld 10 the Bank'. own c'ebentur.s or In the 

debentures ot slater LN~s In other Stetes. and 

(0) Upto 20 per oent ot funds lZI!I7 Oft Imuted in thee! 

c'!epoll1 t I!I ..,1 th the St nte COCp.,r8t1 va ilrmks !l n.. . tlnt' er oertnln 

oondltlons, with oommeroial ~snka. 

Teble ).5 gl.,es the information regsrdlng the shere 

ot Slnklng tllnt! in the worklng oapltal ot the OL1lBs. It lII8Y 

be noted thet the s1nklng tune! Inoreased trom Rs. 1 orore es 

on )0 June 1951 to Rs. 552 orores 8S on )0 June 1978, wlth 

an annual oompound growth ret. of about 25 per oent. l'h. 

shere of Slnklng Fuud In the ~orklng oapltal of L~B8 whloh 

stood at nearly 13 per o ant et the end ot JUDe 1951 laoro"s.d 

to Dellrly 27 per oent II t tne snll ot June 1978. 

YIXEt. TEPOSITS 

In '909. Lr~s approaohed the RBI to perm!+, them to 

aooept fixed deposits tor the purpose or mobilization ot 

rural savings be.idea the oolleotlODs they IIII!Ika by 1saulng 

rurel debentures. TheT argued thot Lr9s woul~ be in 8 

post tion to IIIIIke goOd oollflOtf one by 1fIIY ot fixed depoB1t. 

ent'! oltet! 8S eTitleooe the 8uooess eohievet'l by the rural 

brenohes of the nst10nalised banks In thla respeot. SaoondlT. 

S7 



T4IJLE 3. 13 

Disbursement or Refinance by Agricultural Kefin.nce and Development Corpor~tlon - AgencyYi se 

( Amount In Cror~8 of Rup~es ) ---- -- - . - - -- -- ------- - ------- ---- ---- -- ------------- --- -- - --- -------
4 g ene), 

Up to 
30 June 
1969 1910 1971 

- ~ear ending 30 June -

1972 1973 1914 1975 1916 1971 1 978 

Upto 
:10 June 
1 97A --- -- - - ------- ----- --- - ------ -- -- -- - ---------------- -- -- --- -------- -

3t ate Land Develop­
oon t l36nks 

Sc r.cuul eu Com-~rclal 
D:mko 

J t~ tc Cooperat ive 
n(ln;~::: 

27.00 
(91.4 ) 

30.41 
(100.!:» 

?a. 60 
(100.0) 

26.65 
(87.0) 

1.19 
(3.9) 

30.62 
(100.0) 

1'..8.39 
(81.2) 

34.98 
(100.0) 

86.14 
(91.B) 

4.49 
( 1 .8) 

3.51 
(3.1) 

94.14 
(100.0) 

17.16 
(19.5) 

17.36 
(11.7) 

2.12 
(l~.8) 

71.06 
(72 .4) 

21. 87 
(26. 2 ) 

1.41 
(1.4) 

99.09 
(51. 9 ) 

'10.15 
(41.8) 

1.31 
(0.8) 

97.84 106.40 171.15 
(100.0) (100. 0 ) (100.~) 

126.70 
(m . 4 ) 

92.98 
(4? 1 ) 

1.14 
(0.5) 

111. 94 
(47.8 ) 

120 .26 
( 51.3) 

?'.10 
(0. 9) 

841.43 
(3?5 ) 

220.82 234.30 104Q. 32 
(100.0) (100.0) (1 00 . 0 ) 

Disbursement ot Rertnance by 4grlcultural Refinance and Development Corporation - Purnosawls. 

(4mount In Crores of Rup~es ) ---- -- -- --- -- - - - -- - - - - ------- - - - --- ------ -- - -- ----------- --- -- -----r u r p 0 9 e . -. . . Upto 
30 June 
1969 1910 1911 1972 

- YeAr ending 30 June -

1978 1974 1975 1976 1971 1978 

Upto 
30 Jun 
1979 - ------ ------- - --- -- - -- ---------- - - --- -- -------- -- --------- --- ----- -

fa nor Irrigation 12.81 
(42.1) 

Lan(] deYelopmE'ot/Jleolama- 13.88 
t 1on/;~11 Conservation! (45.5) 
Co::!: nd <\rea Development 

FtU'ill ~lechan1sat1on/l\gro- 0.14 
Jorvice Centres (0.5) 

PI a ;) t at1on/HorUcul ture 2.01 
( 6.8) 

Other s 1.57 

Total 

-

(5.0) 

30.47 
uog.g) 

22.33 
(78.1) 

3.32 
(11.6) 

0.16 
( 0.6) 

28.60 
(100.0) 

23.06 
(15.3) 

4.31 
(14.3) 

0.11 
(0.4) 

1.99 
(6.5) 
1.09 

(3.6) 

30.62 
(100.0 ) 

26.74 
(16.4) 

2.31 
(6.8) 

0.36 
Cl.O) 

84.98 
(100.0) 

~'l:m'ce In parentheses are percentages of the total. 

84.08 
(89.4) 

2.18 
(R.3) 

1.49 
Cl.6) 
3.99 

(4.2) 

ge.14 
(100.0) 

85.30 83.78 
(81.1) (78.1) 

1.78 
(1.B) 

3.ns 
(3.9) 

2.19 
(2.3) 
4.82 

(4.9) 

2.01 
- (1.9) 

12. 23 
(11.5) 

2.00 
(l.9) 
6.38 

(S.O) 

97.84 106.40 
ClOO.O) (100.0) 

108.18 
(S3.2) 

4.92 
( 2.8) 

45.75 
( ~6 .7) 

3.07 
(1.B) 
9.23 

(5.4) 

171.15 
(100 .0) 

142.10 143.21 
(64.4) (61.1) 

5.16 
( ? 3) 
15.92 

(7.2) 

220.82 
(l 00.0) 

4.08 
(l.A) 

28.75 
(1 2. 3 ) 

7. "'7 
(3.4) 
30.33 
( 21. 4) 

2~4.30 
(10 0 .0) 

~nnu91 H!nort,. Various Issues, losaed by 4grleultursl Refinance and Development Co~oratlon, Bombay. 

1 31. !-8 
(69.7) 

44 .72 
0 . 3 ) 

145. 38 
(1 :1 . 9 ) 

? '} . 5~ 
( ~ . 8 ) 
98.12 

(9.4) 

104Q. :3? 
(ttl) . () 



they pointed out that suoh depoe! ta would reduo e their 

dependenoe on interim eooommodetion (normally proYided by 

the atete oo-operative benka and the SBI aDd ita sub.idia­

rie.). tor _loh the11fere paJiIl8 hlF rate of intereat ot 

a~ to 9 per oent. 

The RBI In June 1971. permitted CLPS. to aooept tlzed 

deposit. trom indiY1duel •• ub3eot to oondltion. auoh a.1 

(1) The period tor whloh tinll depoelts II1II1 be Ilooepte!l 

lIIay not be les8 then one )'6flr enl'l exoeed two yeersj and 

(il) The benk p8J8 interest at not more than 7 per oent 

por annum cn deposits tor one yetlr ent! 7i pel' oent per annum 

• on depo8it 8 tor more theD one yt'er but. upto two 18ar •• 

Purlng the 1eers 1971-72, 1972-73 snd 1973-74. CLnss 

hed oolleote~ tlzed depODitc ot Rs. 55 leitha, Rs. 171 lath. 

nn~ n •• 158 leths respeoti"ely. In Aes8m no fIxed d6poait 

wee oolleoted. During 1973-74 the highest amount ot Rs. 66 

lakhs WIle oolleot~Cl by rrtter ;' redeM Benk: al1l'l the lCIIJest 

"'llIount ot Re. :?6,OOO W"A oolleohd by Hllll80hal Pl'tIdeah Bank. 

T/;us, the SoheMe hes ~ahleveCl only e l1mited wooess. 

So tar we h"vn seen in detail the souraes ot tllnde tor 

1."" 3a. It is also wortJl noting th rl t tn reaent Y8ars. Pl.T'>Bs 

hev8 oome to ocoupy an important pos1t1on 1n the long-term 

cooperetive orel'llt structuro en~ they Dre DO longer m~re 

~Benoi~. t~ disburse ~]n~s 00 the beels or loen senotions 

'" netella ~ re .",,11e Ill!! in the Review or the CooperAtlye 
Moye"9t tn IDOia (1970-72), Re •• rva Bank ot India.1974. p.102. 



looord.d b1 aLflB .. 

'LOW 0' ruNtS BE."l'WEEN OLY'S. .urn PLTlB. 

Generall" tile flow ot tulll1. betwlu • OLTlii 11111 PLTlB 

end .io •• er.. tak •• pleoe on .ooount ot the tollowing 

teotor.: 

CLDB to PLTlB. 

i) FuIll1. tor ieeuiug loan. 

Ii) Sub.ldi •• on eoeount or 

.tett 

PLDB. to OLDBe 

i) R.eo •• ries trom borrow.r. 

il) Amount ooll.ot.d on eeeount 

ot rural ~ebentur.e Ind 

tlz.d d'po.i t. 

Hi) Stete GoYernunt OOlltri­

bUtlOD to ilher. oepihl 

Iii) Inter •• t on loenl 

(tt in4ireot) 

tV) ~omal •• tOD on brok.reg. 

on mOUDt. oollected tor 

runl d.bentures or ttz.d 

depo.ttl 

Iv) She re 1I0D'1 

.) Sublldi •• tow~r~s loen emountl 

reo.f.Y.~ trolD i;'L~B ll Fe r me re 

revaloplI.nt Agenol.s (S,nA)/ 

l(.ergillBl Fermer. BDd Agrlcrulturll 

Leilour.rl flevelopment Ag'notel (UFAL) 

Taking Into BoeouDt the v e rlous Itams Involve~ in the 

tlow ot ~~nd. b.twI.n theRe Inetitutions, pri~Bry benk. 

eboul~ Invariably tollow thE; Vroo edura of first ue1ng their 

OWD fundI end later the ru~8 provl~ed by tbe CLD~ tor th.ir 



10!!lDiag operatiOllB. BeBl!!eB. the,. shoull! be prompt ID 

remitting the amountB reoeiTed b,. them OD aooount ot 

reooTerlell froM oultiY!!Itorll to the CLTl13. The OL1:8 ahollH 

help prl~ar:r banks In meklag !!ID !!IDal,.slB ot o!!lah In-tlow and 

out-rlow. taking into aooount eaah bank's requlrements ot 

fUnds tor issuing 108M ADd the reooverles etreated. 

T'ISB'1RSIDmNT 0' REPJNflNCR BY m E AGRICULTURAL 
RRl'INIINOE AN!' P EVRLOPMh-"'<T OORPORATI ON 

'ThP. RBI Anll t he Governl!\!'nt of TncUe eotl vr.ly oonlll"ere" 

the eetfllbl1 ehment ot the '-RC 10 the Bisteell eB the evallctbt­

I1ty or tunds In tlollnaing ot lIgr1oultur~ was lnadequete. 

lil 

The Oorporetloo hell been ~alnly Bet up to meet the speatel 

requlreDEnts ot ~Jor proJ~cts for Inoreased egriaulturel 

produo t1 CD. The IIcheMII tor IIIblob the Corporett on Is expeoted 

to pr~ide reftoenoe w11l bllve to be wall-dfltlned proJeats In 

oonfumttJ with the prortalone or the n"e Ye!! r Planll and 

will hsve to be ooapnot in area eooDOIdoslly pe,lng. ausoep­

tible of ola.e end 10tenslve superrtsion. The sohe_. 

proposec! for 1"1nanolag by the Corporetion inalude: 

(e ) flnenalng of the reolemation enc! prep8retlon or len~. 

110 thet tBol11tl~ e tor lrrlgetl~ ere fully utl118o~; 

{b ; ttMnoing tbe ~evelopment of epea1ellsecl orops auoh BB 

ereoenut. oooonut, osshewnut. snd oardamom oroher~.i 

(0) "~"elopmEint ot mooh801s.~ fllnning. u •• (yf eleotrlatt,. 

thro ugh tube wells. pump ssts; en~ 



(t!) de.el oplll8nt ot eni.l hU8bl!lldl'7, c!e11'7 tarllllng, POUltl'7 

taming, eto. 

The I.BO oOllllllenoec! ita buHn!'l 811 In 1963 with fin 

authorized share oepitfll or Re. 25 ororee and a Pftid up 

oapltal or Rs. 5 ororee. Purl ng 1975 the authorized ehare 

oapital hes been rd.e~ to Rs. 100 orores. The Corporation 

III fl180 empowered to borrow rrom tho RBI, Govexnm~nt or Tndia; 

It OfiD laeue bonds fln~ debmturee oal'l'flDg the gllllrflntee ot 

Garernwent ot India. 

The Corporat!. on pro"ldes 1!U11I18 taoo e mel nly by "ay or 

ren De no e to Ol.'IlB, Stllte oooparatl"e banks lind aohedu lell 

banu. As the CLJ'lHa relse their resouroes by the rloatlltlon 

or debentures, the a.alstanoe. provided by the Corporation 

to them mel' gana~lly t eke the torm or 8ubaor!pt\on to their 

lIebenturae. 

The rennllnoing oporl'ltionB of the Oorporetlon ploke" 
11 

up only otter 1967-68. T~ ble ).0 lndloate8 agenoywise and 

purpoaewise 111ebursamo nt of r'!1filll! noe by ARTlO. Tbe total 

disbursement Inc rea s r> i! oonst ;!er e bly, from FIe. )0 ororea l!IlI 

on )0 J une 1969 to RII. 1,04~ ororee all on )0 June 1978 with 

an annusl oompound g rowth rata or 48 per oent. Out ot lte 

total dlebursemeut, the ahere ot L~ 3a formed ebout 66 per 

oont. I t !!loy be notioed rro~ th~ t l'! \)le t r. l!lt ~1sburstJ!JIl!ntll to 

LT Bs r OSEt tro,' ~ lis. 28 ororss to Ra. 688 orores bAt ween the 

ElQd of June 1969 end 1978. However, th e ah ere or Ll"Bs In the 

total <!8clln~1' trom 91 per o en t to 66 per oent between 1969 

* p~ ~ -pa..ge. 54-. 



- " 

aDd 1978. While tb. ahere of oOmm@rolal banta ioor •••• d 

trom I. per oent to )) per oent durlog th •••• pariod. 

It -J furtber be not.d troll! the table tbat tbe ahera 

of lI1a.or irrigation ab .. e" .. tr.lII8ndo~ lnorells. trom ~2 p.r 

oent to neerl7 70 p.r oent betwe.n 1969 and '978. Tb. aher. 

ot te1'lll I118Gbanlutlon lnor ••• ec'! trolll 0.5 per oeat to II. per 

oentl but the sbare ot lend c'le.el0plll8ot. bow •• er. d.olloe" 

troll! 1.6 per oeot to 4 per 0.010 duriog the .bo.e periOd. 

The oorporetlon baa be.n tr:r1q to rec'luoe the diaperi­

ti •• In agrioultural de.elopmeot &moQg "lft~rent r.glona of 

tbe oouotl'1. Tluriag 19"17-78, 7 n •• dlatrlots 0111118 uDc1er the 

refineno. opereticaa of AliDC b1 the aanotion of aob.II •• in 

beokWard diatrlota tor the flr8t tl ~e. Aa 010 the eo~ ot 

Merob. 1978. 0017 )2 diatriot. apread oyer 15 atot.a/unlon 

terli torlea remain.d to be eo.er.e!! b1 ARPO aoh.... Furth.r. 

tb. Oorporett on he. egr •• t! to prort" •• a. e apeohtl Olt !' . 100 

per o.nt r.f1l18noe teollltl.a In reapeot of teobnl0 el1, .111 b! • 

• ohemea .pooaor ee! by the Srr·A or MFAl. e6eno1e. through the 

.U&1 bl. in. titu tiona. 

The 1ellr ende" )0 lune 1980 w1tnee.e~ oonslderllble 

growtb 10 dl.bure.meot. I'8l1oblns • le.el of R8. 412 01'01' ••• s 

egeiDlt R •• 285 orore. duling tb. preoecUQg 18111'. Tble ImpUe. 

e growtb or 45 per oent .a oo:nperec! with 22 per Ollnt la 1978-79 

eDc1 6 per o.at In 1977-78. Out of tbe totel dlsbursem.ot of 

R •• 412 orore. durlag tbe 7eer 1979-80, minor lrrlG8tlon 

oonstitute" Rs. 227 orer •• (55 per o.at ). 



The oulllUlet1Te c1!ab\lrae.ents slDoe Inoeption reaohed 

as. 1,738 orons (exo1udiDg Bart- term tiDllDoe ot Ra. 9 orores) 

.t \be eDc! ot .rUDe 1980. Th. ARtXl .s on )0 lune 1980 oonre!! 

4814 b100ks (96 per oent) out ot the totel or 5004 by ODe tne 

ot sohe. or the other. 

Trom the toreiOing dlsouesion, it is olear that the 

tun!!a tor 1.1)88 have Inoreeae!! oonll1!!erab11 during the 

reterenoe period. ~benture8 oon8titute!! end oontlnues to 

torm 8 major ahare In the working oapltal throughout the 

period. It 1181 be noted tbat In reoent 1e ~ ra beoauae ot the 

amphlsl8 OD the developmentel eotlvltl.s, the Importanoe of 

ep.ol.1 debentures haa IIb~Jl slgnltlont Improvement. Rurel 

debentures lind tlxed deposita es aouroes ot tlD8Doe tor L~Bs 

have evoked oDly limited appeel. Another noteble teature Is 

that the shere ot rat1D11aoe to OOlllDlerolal banlu by the AR!"C 

hee! 1nor.as.d whUe the shere ot LTD8 allow." a "eolln •• 



This chap~er is devo~od ~o a q~an~i~a~ive and quali~a~­

lve appraisal of credi~ advanced by LvBs. To ?rovlde 8 

pl"'Oper perspec~ive to such an anlllyaia, a bl'ie! di6CU6Sioll 

of tlle main plonka of t.he lending policy of L:,Bs is 

pre8en~ed At. the out.se~. Thereaf~er, a q'-1/U1~itat.ive analy:;is 

of credit is attew;>ted with Ii view to Il\eatlur.i.n,~ I.ho incl'oaso 

in the CUE'.ntW1l of crad it llad the numbor of borrowers durin£: 

tfiB r e f or ence period. 

As noticed ill t.he second cha;>ter, tho All IlHlia ,u..Il',U 

Cred1t Survey Commit.tee (1954) had recoUiiteude" t.hat. I.he 

LDBn s hould concentrat.e their a~t.en~:1.on on prov i~ i ll.; lo.<ms 

for productive purpoDos, 8a ;;he demand fOl' loans f or minor 

irl"lgat.ion workf:i , land 1 0l vellinG in t.h& COnILlanO are;) .. o r' 

major and fleclium irrig 'Jtioll projects, horticult.ure Jmd 

plantat10n cevelo~ent.,etl:., was consiuerAbl e . AI,';,· io . 

wi th t.he est. ao11siunoot of tIle A , ;~ and thu ot1pul 'l l.ion 0 1' 

t.he _\JI 1n 1967-68 t hat. 1nstitut.1011al SUPi>0L't t.0 o1'"imu'Y 

debenture 1sc lio s of LDlls ~ , ould be fOI"thcomin , only if at 

l oast. SO per coot of their loans we1'(; for prod uc tion 

pur iJGses. Suose r,ueotly. 0 0 2.3 !lilY 1969 , t :.e :\u1 inst.C"1l c t.ElU 

each LDB t.o i .-cue loans to t ile exteot. of at. l eil.s t 90 per 

cent. for prod :Iet. ive purpo ses of I-,hich at. la:ult, 'Iv pe r cen~ 



should be for easlly ident.ifiable product.ive pUl"posas. 

A broad classificat.ion of the loans for ident.ifiable 

product.ivo, non-ident.ifiable productive and othor pur;osaa 

i8 given below I 

A. Identifiable Productive Purposes 

(i) Sinking of new wells, 

(ii) Const.ruction of new tanKa t.o conserve wa~er 

for ~et. cultivation, 

(iii) aorlng and deepening of, reconstructlon of, 

or repa1rs of, old wella, 

(lv) Purchase and installation of pump»eta 

(diesel or electrioal), etc., and 

(y) Construction of godowna, cattle-aheds 

and farm houses, etc. 

B. Non-identifiable Pl~cuct.ive Purposes 

c. 

(i) Levelling, bundillg and nclamation of land, 

(1i) Sol1 conservat.ion by terracing, 

(ill) Const.ruction of drainage channels to prevent 

flooding or bunding to preyent. land erosioni 

and 

(iv) Preparation of lal'la for orcharas, plant.a-

t.lons, etc. 

?urgoses not f"llin;r. under A or II above nnd 
classified as Non-PrOductIve Purposes 

Gli 

(i) Loan~ for redemption of pr10r debts/mortgages, 

(ii) Purchase of tenancy / ownership riGhts, 

(iii) Purcha.e of land; and 

(iv) Others. 



It may be pointed out thAt the High Yielding Var1et­

le8 programme for increased aerlcultural production 

launched in 1966-67 generated demar.d for long-term loans 

fl"Om SIllall ramer8 for making arrangeJ!l8flt.li for QBsured 

lrrigatlon or other measures for enabling ~hem to under­

take 1mpl'Ovement.s in farming technique8. 'rhe , amal.L 

fanners found it difficult to get loano for undert.aking 

On-f"lI"lll invustDient. e8pecially because of tone securit.y 

b1as in the lendine ;)o11cie6 of the banks. The .illI. 

therefore. advised CLUBe to give up the 8ecur1tY-Ol"1ent.ed 1 

procedure and a dopt an income-orianted lending system. 

In other word ~ . the banks were expected to give loans t.o 

any cultivator. notwit.hstanding the aise of his holding . 

prov1ded the proposed inve8cment result.ed in adequat.e 

incremental lncome which enable him to repay the loan in 

a reasonnble period. 

The instructiona issued by the liBI t.o LilB. in regard 

to streAIDlining the loanin~ ;1Olicy and procedul'Qa after 

1970 hAve been generally on the linea recOIlIr.!lJndeu by tht! 

All India liural Credit lieviow CommUtee (1969). Ar.1ong 

the measures :Ju;;geet.ed by t.he Committeo SptH:ial ment.ion 

may be Made of t.hose relllting t.o small farnuu·s. At. a 

moet.ing convoned by the .(BI 10 Bomoay in February 197). 

the LUBe agreed that. lonnl! granted by t.horn 1:.0 small 

fnrmers should not be lese than 20 per cent of the t.otal 

loans advanced (l uring t.he year. 
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Ano~her flnanclql discipline 1n~ro~uced among the 

L;H3a in 1971-72 by t.he .LlU relat.es t.o t.he re1lliourso14ont. 

ot funda by GLDBs ~o ?LUlla or branches ot ~LUD8 by link­

ing t.he quant.U!lI of tunas t.o be provided t.o t.he oV4llrdues 

Rt. t.he pr1lllary levd. 'rne formula laid ll own for 1974-75 

indicat.es, for inst.ance, tbat 

(a) only ?LD86 having overdues upt.o 1; ~er cent 

of t.he demAnd are eli;;1ble for full ra1mbursement.; And 

(b) ?LDBa having overdues exceeding 50 percent. of 

demand aa at t.he end of the previous cooperat.lve year 

arG no ~ , as a gener~ rule, eligible for reimbursement. 

from CLUBs in excess or 25 per cent. of t.he loan progr aooe. 

Yet another import.ant develo~ent. hau buan t.he 

int.roduct.ion of unlfona lend1ng procedures by LlIJs for 

aimUar purpose:!. Thia follows J:Cf. anot.h(lr Cl.isc1pllno t.o 

which mention mal Qe made was t.ho Btipulat.ion made in 

the agricult1lral credit iU'Oject agreet1o"t.s with r~A 

t.h"t. t.he banks 1mpl~en~i~ tho project schomos should 

observe t.he sanle t.onns and crlr.eria for landings out.aide 

thQ ?rojoct ar~a8 as similar lendings in project areaB. 

Let us now analyse the progress 1n regard to 

iJ;Jl'lel!llln~lItlon of tho policies. Tho Study Te8llls con6t.11. ut.ed 

by t.he GOCllllitt.ee Oil Cooperative Land Development. .tlankli 

to examine t.ho working of L~B8 i n coo!,)erat.ively less 

adVanced st.atas, viz., Ass~, Bihar, Hicachal ?radosh, 

Jamou and Kashmir, lladhya Pradesh, Orissa, i;njast.han, 



", 

Tr1pura and liest- Bengal heva ;>oint.ad out. t.hnt. bauks in t.hGse 

at.ntes have not. be;!D able to make any sign1f1oant. progress 

1n the implementat10n of the pro,mct10n-or1ented lend ing 

syotem due t.e severAl factors, the ch1ef among them ba1ng 

lack of adequata stafr, espec1ally trained staff, and 

absence of proper approc1p.tion of the systom by the manage­

ment of the LJ13a and the boardn of d1rect-ora. ' 
In three states, namely, Andhra Pradesh, Tamil Nadu 

and Ksrnatak., CLDU. had shown 1rupresaiv8 recol'd if! t.he 

swit.ch-Over t.o pl'oduct.ion-or1ented system of leud1ng. 

It is observed that whUe t-he LUlls in t.he cooperat-1vely 

less developed stat.OB have not evolved procedures for 

int.roduct.1on of t.he product.ion-or1ented systam of lend1l1g, 

even 1n the CRse of banks whiCH achieved considerable 

succes., there are •• veral weBknesses in t.he implementa­

t10n of t.hiasyat.em ot lending. The deficienc1as generally 

observed in t.lla case of t.lle lat.ter related t.o I 

(a) Rbaance ui norma I 

(1) for investment credit. to be provided 

for various purposes; 

(i1) for work1ng O,lt. ropaying capacit.y in 

different areas and for different. 

purposes, and for minicum size of holdingu 

1 llescrv0 flank of India, iieport. of tho Corn:aitt-oll on 
cooperative LAlla Development Hanks, Bombay, 19'15,p.2Ul. 



needed for aUClto3ining t..he inveotmell t. 

credit. for various purposes; 

(b) lack of a proper syst.em tor working out. elig­

ibilit.y of loans on ehe basig of incremental 

i ncome; ead 

70 

(c) fixing the period of loanl) for d1tfenmt. purp08C3S 

on a uniform basis 1neteau or relating it. to 

the l'epl1yio >3 capacity of t he borrower. 

The lss ue .'e gardin6 the securit.y f or loana provided 

by Ll.lDs was exaw1ned by the All India tiural Credit i,eview 

COCllll1t.t.ee (1969) Ilhich was of t.lle view t.hat mortgAge or 

securlty ~a5 necesGsry.2 

One o f the lm,lortoant. developmen t.a 8ubsequent, to t.he 

recOIllDlend '3 tion of the above COl!ltlit.tee relateii toO the 

entry ef commercial banks esp~c1ally after the nat.len-

ali •• tion of 14 cOlllmercial banks in July 1969 in financing 

of Agr icultural development schemos and othe r priority 

sectors. In the case of co~~erclal banks, t.h0 loan 

procedures generally prcv1de for aMction of t.O nll loans 

without. mort.gaga of land u pt.o a a pec1fiad 11n:it, 8ay, 

Rfi. )000 t.o Rs. 3500 for cQI"t.ain PU4' P Oli8S such as purchase 

of ;JUlllpeot.1) and po\~"r-t.illerl5. 

2 He5&rVe Danlt 01 lntiia, nefcirt of tone All India 
Aural Cr edit Ueview Commltteo, Ombay, 1969,p.780. 
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In thie reg~rd, a study of the role of tarm credit to 

t.he f .!!rmere Arld. mobUil i ng their savings in llaet1 dist r ict 

of U.? pointed out that about 7 per cent of the f.!!rm~rs 

took loan trom Goverrlment., 12 pel' cent from cooperatives, 

15 per cent trom LDBs Bnd 66 per cent from COmtJercial 

brulks. It was observed that marginal and very small 

farmers (0 - 1.5 hects.) benefitted more from cooperatives 

as compared to other categories of the farmers.) 

qUAN'rUArI V[; ruc?AtIS ION OF C,H';Drr 

The credit given by the CLlJBs undorwent a phenow4&nal 

expansion between 1950-;1 and 1977-78. Table 4.1 shows 
• 

advances made annually by CLDBG during the years 1950-;1 

to 1977-18. During 1977-78, loans advanced by these banks 

a:IIounted nearly to R..<.2.39 c:'Oros as against about j,o. 1 1111<11 

during 1950-;1, WiUl an aver!lge compounu growt.h of 43 ;>81' 

cont per annum. It. can be noticed that loans advanced 

during 1966-67 compared to 190;-66 roee marginally by 

riS. 2.5 crorea. This 18 mainly bocause the L:Wa exp&l'ienceu 

sbo~age of agricultural rosources as a rosult of the curb 

1Dlpolled on the Dupport-pl'ogr amme of debentures by the ,IllI 

in that year. During t.he t \10 year perioa 1966-68, t.he 

pa~ici l)at.ion of LJBs in the agricultural progrrur~':les 

3 Misra,J.P •• and others, "Ins~i~ut.ional f inances in 
Agriculture and Ita Impact on Productivity, Level of 
Income IInc "ural Savings", Inuian Cooperative "eviow, 
Oct.1978, pp 74-78. 

• Include advances to (i) Primary banks and Iocletles 
and ttl) IndiViduals. 
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LQans AdYanlect by Capt"l Lend Oey.lOpltpt , 
8nte and hiNr! Land peYeloP'!Dt Banis! 

,., ", , . 

'AIIIount In 01"Ore8 of ltupees) ---- - - - - -- - - - - - - - --- ----- - - - - - - --
t.ar .nding Central Land Oey.lopaent Primary Land D.Y.lopment 

B • n It a )0 June B • n It e 

- - - - - - - - - - - - - - -- ------ - - ----- - - - -
1951 0.01 1.,;0 

19i6 2.83 1.74 

1961 11.62 7.17 

1962 14.75 12.59 

196) 24.02 19.19 

1964 29.58 2.3.21 

1965 37.41 )O.sj 

1966 56.41 41.2) 

1967 58.85 40.8 .. 

1968 92.41 64.90 

1969 14).62 10).76 

1970 153.26 113 .22 

1971 166.28 118.94 

1972 14'.75 104.49 

1973 171.4) 101.63 

1974 146.68 95.81 

1975 18).84 111.18 
1976 204.9) 136.00 

1977 24$.93 191.54 

1978 238.72 100.01 

~ce I ~a~ll~,a!l S~!~!!!n~1 tl~.~1ni ~g ~b! ~RgR!r!~I.1 
MOY8!.nt in Indl., Part I, Credit SOCieties, YariOU8 
laaue., isaued by the ReaerYe Bank of India,8ombay. 



increased considerably, in keepinG wich t.ho incro!lsiD6 t.empo 

of agricult.ural development. For instance, lo~ns advanced 

by CLuBs increased considerably from Rs. 59 crorea in 

1966-67 to 1;s. 92 crores durin:.; 1967-66. In 1971-72, there 

was again a significant decline in credit.; this was due 

co t he introd uction of' t he atipulacion regardinc-; teconic !?l 

clearance in CBse of loan propol101s fOl' minor 1rrigI'J tion 

prior LO their sanctioning . 

Althou~h the Quantum of loans advanced uy the CLuBs 

increased from ne8.rly Rs. 146 crores i n 1971-72 to ;,s. 171 

crores in 1972-7J. there was a decline in the succeed inti 

year to its . 147 crores. The pr1l1lary reasolls for t h1a 

decline were I reduced scope for loaning f or minor 

irrigation purpoBe~ . lack of diversificaLion or loanillJ 

o perations or blinks and high level of overdues of the 

;:>L JBe And of tha (;L008. The f ,111 in t.he loana advanced 

was s ignificant in the case of s tate LDBD 1n Andhra 

Pradelili. Gujarat , l'unjab, Tam11 l-/adu and Ut.t.ar r radesh. 

In the case of ?LDUs t.he loaning operations hav$ 

increased enonnously from nearly Ra. 1 cror e du,·1n.:; 1 9~O-

51 to its. 160 crorea dw-inr; 1977-78, witJl an ,,:mnual 

compound growth r ollte of 19 per cont. 'l'ota! loans 111sued 

by these banko dur i ne 1975-76 8Il1ounted to '(5 . 136 crores 

as agnins t Rs. 96 crOl'es iss ued during 197J-74. A number 

of ?LDBs/branches were having heavy ova rdues wh1ch 

impaired their e14~lbllity for bor ro~.' illg from the ,;LlJ ds. 



At the end of Jun~ 1976, a ~otal numbe r of 82 ~LuBs/branches 

\I!I B not eli.~;iblEl for any finance, whereas ,.,92 ;>L .' ~8/branCbel> 

n<\d l'estJ'icted eligibllity for such finance" ,. 

Further it IIIOY Oe pOinted out frol!l rable ,.,.2 thllt. 

t.he lonns outstanding of CLUBs have increased from 1 ... 6 Cl'orea 

as on )0 June 1951 to as. 1,)05 crorea as on )0 June 1Y76, 

wich an anQual average com~und growth rate of 21 p~ r cent.. 

In the caoe ot ,'LeBa, loans outstandir..; increa:led from 

as. 6 crOTes ao on )0 June 1951 to ,.s. 7)5 as on June 1971l , 

with em annu31 compound growth rate of about. 19 POI- cont.. 

The progress of LDBs during the plan periods may 

~l60 be Illentioned here. According to ?V .?rabhu, the LliJs 

could achieve the target during successive plana till 

1968-69, but there had baen a allort.-tall in perfomance 

during the Four~h and Fifth Plan periodS. Two Illain reasons 

c an be attributed to the sat-back in perforlllAnce during tho 

period from 1969-10 t o 1977-7g viz., the emargence of 

various inst.itut.ion8 in the field of agricultural credit 

like cOI!ll.lercinl banks and regional rural banks due to 

acceptance ot mult.i-agencies approach in the field of rural 

credit 8S a policy followed by the It ll I and the I'",,;C and 

regul at. ion of advancea in relation to recovery performance. 

4 iieserve Bank of India, , .. vio\~ of t.he co-o~erative 
l-Iovement in India (1974-76) , Bombay, 1979, P.t s. 
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TABLE 4 •. 2 

Loans Outstanding of Central Land Development Banks 

and Primar y Land Development Sanks 

'Amount in Crores of Rupeell) 
- - - - - - - - - - - - - - -- - - - - - - - - - - - - - - -

,\ 8 on Central Land Primary Land 
)0 June Ueyelopment Development 

Bankll Banke 
- - - - - - - - - - - - - ------ - - - - - - -

1951 5.98 6.26 

1956 1).08 10.51 

1961 36.61 24.66 

1962 47.90 35.28 

1963 67.89 51.36 

1964 90.18 69.06 

1965 117.57 93.00 

1966 167.26 124.33 

1967 207.)6 154.67 

1968 278.29 20).50 

1969 395.06 285.56 

1970 511.98 )66.87 

1971 637.65 488.27 

1972 728.8) 56).37 

1~73 849.21 446.82 

1974 914.07 471.50 

1975 992.54 518.10 

1976 1068.70 576.10 

1977 1210.73 666.67 

1978 1304.82 735,21 

Source: stati;tlcal Statements rel.tlng to the Cooperative 

MpYement in Indl., Part I, Credf.t Societies, 

yarlous issuee, iesaed by th e ~eeerve Bank of India, 

BOlllbay. 

- - -



The Sixth Plan, in order to fulfil its obj ect.ives such Bl> 

achiovement of full cmploynlent in rural aroas in the y~ar 

through product.ive programme s , decslItraliaatoion of 

economic development. and 0P.Jort.unity to weaker sect.ionG of 

tohe communit.y, cooperllt.ivea ~tl11 have an importiant "ole 

t.o play. Kecpin~ t.hese aspects in view, a lonnin ' t.al'gEl t. 

of as. 2,500 crons is envlsa ,.;ed for tho l.Dl.la dUI'lI\G t he 

Sixt.h ?lQll period (19"18-83 J, divided into lis . t ,vUO crorsa 

of normal londi~~ and . s. 1500 crores of advances undel' 
S 

AlWC-reflnance schemes. 

An ~portant. feature of the operat.loQti of t.he LUBe 

d urin..: the reference periO';.t of the st.udy is WOl'tn not.ing . 

Over the last decade the regional coverage by toht! l.i; i3s 

was broadened. It can be noticed from Table 4.) that. in 

1955-56 four staties, vl~., Andhra Pradesh, Uujarat, 

t-1aharashtra and T8l!lil Nadu accounted for a bulk, lIearly 

84 per cent of t.he total advances. Their share in tho 

total declined from 71 per cent. 1n 1965-60 t o 52 per cont. 

in 1970-71 and further to 30 per cent. 1n 1977-78. On the 

other hand, states like Sinar, Karnat 'lka, Keralll. Nadilya 

?rades , Oriosa, ?unjab . Raj aat.han , Ut.t.ar h 'ijdeah and 

';est Bengal had shown an uimard trend which c an be not.icod 

5 ?rabhu, ? 'I ., " Cooper a tive CreJit for j'griculcure -
Hole of Land Development. Baliks", Indian Cooperative 
Iteview, Jan.1979 . I>p.144-154. 

,.-; ., 
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TABLE 4.3 

... II 
I • t 

Sh'~' of S.l'ot.d stat.. in the Aggregate Lo.n. 

Advanced by C!Dt,.1ll Lend Dey.lop!!Dt aenk, 

(Amount 1n Oro"!! 01' Rupe .. ) -- ------ - -- - - - - ---- - - - - - - - - -- - - - --
Year ending 30 Jllfte 

State., - - . ----- .. - - - - ------------- - --

------
Andhre 

P!'8deeh 

Gujarat 

Maha,.. •• htra 

Tamil Nadu 

( A) Total 

( B) All Ind1a 

Percenta ge of 
( At to (8) 

19,6 1961 1971 1976 1976 - - .. .. - --- - .. - --- - - --- - - ---- -
0.60 

1.04 

0.15 

0.57 

- - - --
2.)6 

1.44 

).76 

2.15 

1.96 

- - - - -
9.73 

11.22 

10.25 

- --
40.03 

20.06 

21.S8 

16.80 

26.01 

- -- --
86.77 

29.71 

6.51 

23.12 

-- - -
74.24 

51.00 

4.12 

14.61 

- ----
83.02 

- - - --- .. - ------ ---- ---- - - - --
2.8) 11.62 56.41 166.28 204·93 236.72 

- ------ ----- - ------ ---- - ---
a).84 8).69 70.99 51.57 )6.2 )4.8 

Source: Statlattcal Stgtement! ,..,lating to tho 0092'Tat1y, 

MOYement in India, Part I, Credi t Societies, Various 

Issue., issued by the R.aol'Ye osnk of Ind la,Dombay. 
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from Table 4.4 "Ihich provides stllte-~Iise dat.a regarding 

J isbursement of loans by thll (~LuBs. Howevor, in aeveral 

sta tes like Assam, H1I1Iachal ?radesh, J8CIIl1u and Kashmir, 

Orissa and i>ond1cherry. the novement is in its infancy. 

"l1th a view to promoting developmeut in tho lecs developed 

aroas, t.he A:I.L;C had t.aken measures dur1n~ the period 

1974-76 lIuch as concuctir.i; preinvellt.lllent ourveys of 

development of hOl'ticult.ure, plantations and fOt'ests, 

end provision of incentive by grantinG u pto 90 per cent. 

0 1' loan assistance for all purposos in the eastern anci 

north-eastern states. I J A projecto were s anctioned in 

some of tuese states like Uttar Pradesh, Hlldbya i'radesh , 

Bihar, ~iest Bong:!l and Orislila, concentrating the programme 

on cert~io district.s. , 

As at the end of June 1976, 1083 schemes of agri­

cultural development with t he Alillr; ' 8 cO!lllllit.ment of 

Hs. 493 crorss wero sanctioned in the les8 develo ped 

atates. whUe d iabursement made in reapect. of these 

Belleroee stood at approximately ; (s. 187 crorss as on that 

date. 

From the dnta on purposewise classificat.ion of 

loans advllllctid by CLJ 13s provided in Table 4.5. i t. is 

seen that the emphaSis in l endi ng has progressively 

shifted from non-productive t.o productive purposes. 

In 1950-51, loans for productive purposes accounted for 



TABLE 4 • . 4 

Fresh Lo~ns Advanced by Central Land Development Danks - Statewise 

(Amount in Crores of .,upees) 
---------------------------------------------

- Year ending )0 !lune -

S t Q t e 8 - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

1961 1978 -- - - - ---- - -- - - -- - - - - - -- - - - - - - - - -- - -
Loans 
Advanced 

Percentage to 
total 10811& 

Loana 
~dvanced 

?ercent.a.l;e to 
t.ot.a! lOAns 

- - - - - - - - - - - - -- - - - - - - - - - - - -- - - - - - - - -
Andhra Pradesh 

Assam 

D1har 

Gujarat 

Haryana 

HimachAl Pradesh 

J 8llllIIU .t. Kashmir 

'arnatAka 

leraln 

Madhya Pradesh 

MsmarashtrA 

Oriss8 

?unjllb 

li.ajasthan 

Tmnil Nadu 

Trlpura 

Uttar Pradesh 

Tiieat Bengal 

?ondlcherry 

Tota! 

1.84 

-
0.0) 

J.76 

-
0.97 

0.20 

0.07 

2.,15 

0.13 

0.)1 

0.05 

1.98 

O.OJ 

0.11 

0.01 

-
11.62 

Nil • 

-
0.) 

)2.4 

-
-

g.) 

1.7 

0.6 

Hl.5 

1.1 

2.7 

0.4 

17.0 

0.) 

1.0 

0.1 

-
100.0 

•• NeglIg1ble 

51.00 

0.69 

7.tJ 

4.12 

16.49 

0.)8 

0.20 

tJ.76 

8.)1 

10.49 

14.61 

6.2) 

16.26 

14.06 

tJ.29 

0.01 

51.11 

10.)2 

0.06 

2)8.72 

- --

So urce I St.at.istic 'll St. a tements r el atin;:'i t.o we C00j>"ra t. lve l1ovo~ellt in India. 

Part. I. c redlt. ~cletiea . Various 185u.&, 1ss ued by t.he Reservo Sank 

of India, Bombay. 

- - -
21.4 

0.4 

J.O 

1.7 

6.9 

0.2 

0.1 

5.8 

J.5 

4.4 

6.1 

2.6 

6.8 

5.9 

5.6 

... 
21.4 

4.J 

... 
100.0 

- -

~., 



Loans Advanced by Central Land Development Banks - Purposewise 

(Amount in crores of Rupees) 
- - - - - - - - - - - - - -- - - - - - - - - - - - - - - - - - - - - - - - -

Purpose - Year ending 30 June -

1971 1976 1977 1978 - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
A. Loans for 

B. 

C. 

D. 

E. 

productive purposes I 

1) Land Irnprovern~nt 

It) Slnkln~ of and 
repairs to wells 

111 ) Purcha se of 
lIachinery 

Iv) Construction ot 
Godowns and Farm 
"oUBes 

y) Other purposes 

- - -
-- -

Loans for 
unproc1uctive purposes: 

1) ~ed.lllptt on of debt 

11) Purchase of land 
&. purchase of 
tenancy r1~hts 

--

Total I.oans Issued 

Percentage of A to C 

Percentage of B to C 

4.65 14.39 

17.05 

16.13 

0.35 5.04 

- - - - - - - - -
g.45 52.61 
- - - - - - - - -

3.08 J.37 

0.09 0.4) 

- - - - - - - - -
).17 3.80 - - - - - - - - -

11.62 ')6.41 
- - - - - - - - -

7) 9) 

27 7 

-

')7.)2 

0.74 

24.84 

- -
165.96 
- - -

0.84 

1.48 

- - - -
2.)2 

- -
- - - -

- - -

11.03 

61.80 

12.44 

6.4) 

- - -
180.86 
- - -

1.78 

1.21 

- - - -
1.99 

22.29 12.4) 

100.41 

- - - - - - - - - -
220.)) 226.91 - - - - - - - - - -

O.~ O 2.11 

10. 90 3.48 

- - - - - - - - -
11.40 5.59 - - - - - - - - - - - - - - - - - - - -

168.)8 Un.85 248.93· 2)8.72£ 
- - - - - - - - - - - - - - - - - -

99 98.37 95.4 97.7 

1 1.6) 4.6 2.) 

r Sreak-up of o~ . 6 .2) srores in r espect of Ori asa not available 

.. Break-Up of 11 • • 17.20 croTeS in r espect of Tamil Wadu not ... llable. -

Source 5t~t1 stiea l St a tements relatin~ t o the Cooper atIve Moyemen t in In dia, 

Part-I, Credit Societ ies, Various Iss ues, issued by the Reserve Bank of 

In o:! ta, Bombay, 
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43 per cont of the totRl aa agninat 57 per cent for unproduc~­

ive purposee. Dy 1960-61 the share of loanfi for productive 

purposes increasad to nearly 73 per cent; it. increased t.o 

93 per cent. in 1905-60 and furt.her to 99 per cent in 19'70-71. 

During 1977-78, about 96 per cent of the t.otal advancee 

were given for productive purposes. 

The resultll of a clIse study made by \-he tlational 

Councll of Applied Economic iieBea rch in regard t.o the 

PWOj)OSG1'iiae d i stribut.ion of loana from selected LDDs for 

the three yeara, 1960-69 to 1970-71, 8"e Ghown in Table 4.6. 

The important purpose s for which loans were generally 

grant.ed wert! : 

(i) sinking and repail' of w8lls, tube ... ·ells and 

tanli.Sj and 

(ii) pUl'chase and installat.ion of PWUP80tS and 

purchlille of farm laach:J.nery. 

The firs t category waS most. im;>ortallt in the st-ates of 

Andhra Pradeah, Haryann, Himachal ?radesh, I·radhya Pradesh, 

l·faharas h t.ra, z.tyoure, Oriss&, ?unjRb, ltaja:.tuaD, Taeil Nauu, 

Ut tar ? radesh and iiest B~ngal. In HarYlUl!l loans on t.h18 

account. fonned as much 8S 69 per cent of the totonl 

l end1nr;s. In Jll'aharashtra, f-radh~8 Pradesh, Uttar Pradesh 

and \'Je s t nangs l &ouch lOAn formed Clore thlUl 50 ptl r C ~/jt. of 

the total ouan~um of loan. advanced by the selected banks. 

Th o! p,-op01't.ion3 wer"" however, r e lativoly low in tile caee 

of banks 1n Assam, Bihar, Jammu nud Kashmir and Keraln. 



?urpose-wise ?ercentage Distribution of Loans Disbursed or Land uevelopment Banks 

(Averago over three years - 1969-71) - - - - - ---- -- - --- - - - - - - - - - - -- - ---- - - - -- - - -- - - - -- - - --

1. Andhra Pradesh 

2. Assam 

3. Bihar 

I .. Gujarst 

5. Haryann 

6. Himachql Pradesb 

Number 
of 
banks 
consi­
dered 

10 

J 

) 

7 

) 

1 

7. Jammu and Kashmir 1 

a. 10rala 4 

9. Madhya Pradesh 6 

1 O. Mahar8shtra 4 

11. Myaore 8 

12. Or1ssa 2 

13. Punjab 6 

14. Rajasthan ) 

15. 'fBmll Nadu 6 

16.Uttar Pradesh 11 

1 7. ':lest Beng'!l ) 

ALL OANKS 81 

Sink­
ing 
and 
rejJsir 
of 
wells. 
tube­
welle. 
t.anke. 
etc. 

4).8 

0.1 

20.1 

1.2.1 

26.1 

10.4 

8.6 

65.0 

)4.6 

41.5 

5).) 

Pump­
Gots. 
d1esol 
011 
engines. 
elec­
tric 
motors. 
pipe-
11nes. 
thresh­
ers. 
Macbi­
nery. 
otc. 

27.7 

-

Trac­
tora 
nnd 
trac­
tor 
imple­
menta 

5.4 66.1 

48.8 6.7 

1.2 22.5 

22.1 -
8.1 

Neg. 

12.9 24.0 

25.1 

8.6 2.6 

1.8 

0.1 

13.3 

)1.9 

)7.9 2.0 

0.1 

19.6 

Level- Conet­
ling . ruction 
bund- or rarm 
ing. houses. 
1"0- catt.le 
clamn- sbeds. 
tiOD. go­
terrae- do~ms. 
ing. etc. 
renc-
ing. 
etc. 

7.0 
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Source: Credit '(8Quirem<.!ntn fOl' Agricult.ure. Nat-1onal ..;ouncll for Applied ";collom.i.c ,\8ae arcb. 
ew Delhl.1974.P.96. 
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For the sample banks taken together, the percentage of loans 

provided for the .first PUl"POSO was higher than 50 per cent. 

The second i)UrpOSe, via., purchase and installation 

of pumpsets and purchase of farm mAchlnery, tuz"ned out to 1,.,0 

t.he most im portant for borrowings Cree the selected LlJl:Is 

1£1 Oujarat. And such loans ranked socond 1£1 relativo 

1m~ortance 1£1 the caae of the banks 1£1 Andhra Pradosh, 

Maharashtrn, Tamil Nadu and Utt.ar Pradesh. Taklng lnt.o 

account. all the selected banks, borrowing for thls pUl'lJOoe 

accounted for about one-f1fth ot the tot.al disbursemonts. 

The comoined percentage for the selected banks fOl" the 

above t wo purposes was about 73. 

Turning t.o loans tRken for land improvemont, levelling , 

bunding . reclamation, terracille; and fencing. it is seen 

tha t t hese nonstitutod the second most important category 

in A.ssam, Ksrala. l'Iysore and ~:.st Bengal. further. in 

all other StR1;es, except.iug TemU Nadu anti the four :;ta1;es 

--mentioned above. the relative importance of this type of 

loans was rather low - part.icularly in Gujarat, Haryana, 

J ammu end Kashmir. Hadhya ?rlldosh, ?unjAo And Ut.tar ?rades h. 

In Assam Ilnd Keral a , loans for plantat.ion, orchards 

and horticult.ure (mainly und e r A:(C schemes) fo rmed the 

most 1r.1 ~ortllnt category. - The ohare of such loans in t.he 

total was about. t \·/o-t hirds in Kerels and \",,11 over 01113-

third in ADSlVll . Lo nns for const-ruction of r ann houses . 

goJowns. cat-tle-sheus , " t.c ., were ve ry low i n all ;.l tat.eo 

except Himachal Pradesh . 



On ~he basis of ~o analysis of purposewiso dlstrluu­

t.ion of lOMS from t.he 8II1II1'10 LuBe in vl'lrious :;t.at.es, some 

broad concl·.lsions can be drawn. In tha flrst. place, loans 

for irrigat.ion pUl'posea "Iere ovoNhelm1ngly i1a¥Ort.ant . 

This 1e in confol'lll1ty I.lt.h t ile guid ~llnes i SBued by the 

"ill! accord.lng to which tohe LOlls were generall; rilquired 1:.0 

earmark at least 70 per cent. of eileir loan amoullt.s f01' 

1dentifiable productive purposes incluuin,.; CirIO)" i,"riga­

tion as part of a pr~Juction oriontod cystem of lsndirlg aD 

mentioned earlier. In Assam and ,.,.ala, too t.wo Sea~e8 

.... here plant.at.ions are U:lportanto and whEire t.kls need for 

development of irrlgation facUities ls less pronounced, 

loans for development of plant.ations co!,sidered as 'nOn­

identiriable productlve' b}' t.he :.3I have been t-ho most 

important.. 

The importance ot loans t.aken for t.ne purchase of 

tractors in ?unjab and Haryena ls understandable in the 

cont.ext. of we rapid agricalt.ural progress 1, 1t.netweQ in 

t.hose t.wo stat.as and tone relatively large average sille 

of farm holdings in them. It. can nlso be S8i;1n t.hat. for 

banks locllt.eQ in tho rice-gl·o'.ving t.ract.& of east.ern and 

sout.hern India, a6 aleo in t.he t.110 :,tat.es of West.el"n 

Indla, viz., J>1'aharasht.ra end GuJ a1'at.. t.ract-or loans 

have been much less import.aat cOlli) ared wit.h t nose locat.ed 

ln tho wheat.-growing areas in t.he nort.h. 
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VALUATION OF LAND 

The vital isslle of valuation ot land arise. ae this forms 

the principal source for the loan irrespective of t he purpOse 

for which 11'. is sanctioned. The LDDs tollow different 

method 8 in the valuation of lllJlll. They are required to 

ensure thAt no loan &Xoeado 50 par cent of the value of tho 

hypo~eca. For t he purpose ot valuat.ion, ill many Danks, 

account is taken the cost of 1mproVfllllOOt made, 80 that 

the value of the hY/lOtheC!1 is generally 1ncreased by tho 

amount of the lorul. For eXaTliple, 1.f the value of lane:! is 

&s.5,OOO and a loan of ~3,OOO 1s given for sinkin.::; a new 

~.ll or purchasing Rn oil engine, the total value of the 

hypothecn for t ho purpose of tho loan 18 tnken at ~.a.ouo 

snd the loan elii;ibllity on the blloi& of this valuation 

is put at &. /. ,000. Howeviu', ~OllIil banks lil.wh h S t.he Tamil Nadu 

LDD , follow the pract1ce ot gl'8ut1ng a loan upto 75 {>Or cene 

of the value of land, .,hon tho loan ia utilised for land 

improvement. 

Anot.her nethod of valuaeion 1s t.o use ~lle B!lllt& 

seat1st-ics of land of comparable soil structure and rert.Uity 

in the area, in the reaent past . It 1s o bs erved that. in 

act.ual pl'actica, the sales stat l s tics obea1rUld oft.en 

refer to either s mall pleces of land or sLlch ploes of land 

as are strictly not compar Able, a . b., sala pr1ce of lW1J 

wi ehoLle well 11-.'1 ;,,;;10<1 facilities cannot be considered 

as u r;liabl e mea~ure of t he prQvailing value of land 

"d.th irriga tion f ac ilit.ie.. . Furtter. s al es statis t.ics are 



not reliable because very often than not the recorded prices 

are kept low for escaping payment of the full stamp duty. 

Thus, sole reliance on such 8ales statis~ica would lead ~o 

misleading and at times arbitrary conclusion. 

Yet another method ill the valuation of land a& a multiple 

of the land revenue payable in respect of land proposed to 

be mo~gaged. Thls method, for inatsnce, is followed in 

M~larashtra nt ate. The multiple of land revenue haa been 

increased progressively from 100 times to 500 times and 

there is a proposal to raise it further. l'resently. in 

Maharashtra. in regard to loans for tractora, land i~ valued 

at 500 times the land revenue ,~ 75 per cent of this value 

1s the ceiling for the sanction of loan to a farmer who 

posse sse a minimum of 8 acres of irrigated land and 20 acres 

of un irrigated land. However, land revenue has ceased to 

be of any guide because the assessment had been made 

several decadea ago snd doea not take into account the 

variOUS technoloBical and other changea tbat have taken place 

in recant years. ~erever tbe land revenue payment is taken 

as the basiG, the multiple used for valuation had to be 

raised from time to t.ime. 

Again. some of the LDas resort to the market value 88 

aS8essedb by t.he local people, which at times turns out 

co be hypothetical and exaggerated. Whatever method is 



followed. the idea appears to be to value land 1n such a 

\,lay that the proposed lUIIount ot loan is. by and large, 

accommodated. If the v~luation is too liberal. the bank 

may have to suffer a 10s8 in C8se it has to proceed 

against the mortgagsd property which tails to fetch evon 

the amount of loan outstanding with interest; if the 

valuation is too conservativo. the borj'ower may not be 

able to raise an amount neceBsary to meet the outlay on 

the propoBed improvement or development. 

Yet another method of valuation ot land. follOWing 

the guidelines issued by the rillI in a circular, ACD.LDB. 

No. 625 B. 8-72/3 dated 24th October. 1972, is the 

adoption of net income concept tor valuation. Taking 

into account the fact that uncertainties in 86riculture 

being much greater than in cammer and industry. a person 

investing in land will expect to be compensated addition­

ally for these uncertainties. It was suggested that the 

valuation of land may be done at eight times the net 

poBt-developmental income from agriculture (i.o. on the 

assumption of 126 per cent return on tho investment l. 

Fifty per cent of this valuation may be treated as the 

outer limit tor a loan with reference to security. 



It is hoped that this basis \,'ould facUitate granting term 

loans even to most of the deeervinr, small farmers. 

It may be concluded that it would be appropriate no~ 

to place too much reliance on valuation of the propertie8 

to be mortgaged in granting a term loan. I f the ropaying 

capacity i8 estimated ~ith reference to the incremental 

income and i6 found adequate for the repayment of a loan 

within a reasonable period , the loan may be advanced 

requiring the borrower to mortgage that much land which 

receives benefit .from the improvement directly nnd also 

hypothecate the oU engine, electrical motor, trac~or,etc., 

in favour of t ne bsnk. Under production-oriented system 

of lending , the value of security offered should not 

determine either t he quantUD of loan or the period of 

loan. The8e will have to be determined with ref~rencc 

to t ho outlay and the repaying capacity. Becauso of the 

r ule that the amount of the loan should be within 50 per 

cent of the value of hypotheca, the general tendency 

is to r evise the standards of valuation upwards without 

any scientific basiS or to bring in the process of valua­

tion subjective considerations which would improve the 

valuation. 

, ! .... 
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t'INA/ICE TO :.W. ALL Ftd.t3nS 

So f ar the d iscussion. in general. related t.o t.he loan­

ing operations of the LUBs to all borrowero. Now let us 

diacuss the vital subject of financing small t armers who. 

8S mentioned eal'liel", haye not been able to take suff icient 

advant.age of the introduction of the Jligh Yielding Varieties 

program.'llos and undertake permnnent lm;>rovemellta to t.heir 

landa mAinly due to their inabUit.y t.o obt l'l in loalls from 

institutional sources. 

It May be recalled t.hat the All India i!ural Crod it. 

i, eview Co=itt.lJe (1969) hAd recollllnellded the organizat.ion 

of SJ.'DA and ;·iFAL projects as also reorient.at.ion of the 

loan policies and procedures of LDll., so that. sllla11 farmers 

could BVAil themselves of tho f1n811Cial aosi:; t ance prov1.ded 

by cooperat. ive banks. In order to review tue posit.ion, the 

Committee on Cooperative Land Development Banks cons ~ it.uted 

a study group. 'l'ho data, as given by the (;OUIr.littee on 

Cooperative Land Developmar,t ilarAks( 1975) relatul& t.o 101l11S 

advanced to inJ ividuals durillg 1971-7~ a~cording to size 

of ownership-hold1ng , indicate that. the financial assis t.ance 

provided to cultivators havillg holdings of lese than 2 

hectllres accounted for about 21 per cent. of the t.otal 

loans issued by LOBs, although they con8~ituted 62 per cent 

of t.ho total c !l lt.iv p.t;ini~ households in the country •• 

II< l'tore det.aUe are avnilable in the henort of the 
Commit toe on coor;rntive Land ilevalopcent anks,1\175. 
Dombay, pp.214-21b. 



Table 4.7 provides the infomation regardinG the loan. 

advanced by CLOn. holding-wise ~ the year. 1969-70 ~o 

1977-78. It may be noticed that during 1969-70 and uuring 

1977-78 loans issued for holdings below 2 hectarea 

constituted about 2S per C8n~ and 29 per cent respectively. 

Loans tor holuings between 2 and 4 hectares declined from 

26 per cent during 1969-70 to 16 ~~r cont during 1977-7$. 

It may also be notod that the share of holding group of 

4 - 8 hectares, declined considerably from )0 per cent 

during 1969-70 to 10 per cent during 1977-78. 

lIowev~r, in regard to the definition of small fanners, 

it is important to note the stand of the AlLDC which haa 

been ~nying specie1 attention to cntor to their needs 

since the commencoment of its first credit project in 1975. 

Durin~ 1974-75, for the pur~.o of the on-going IDA Project. 

'8I!Ial1 famer' has been defined as one bavin£; a pOat­

development net income of &~),400 with a ceiling of ~10,UOO 

for the cost of investment. Small famora, as defined in 

thie manr-ar, are e1i~ible for concessionary londins terma. 

viz., lower do\.-tl payment and longer naturity period of 

loand. This definition was later modlfiea and made more 

libernl. The term 'small farmer' was defined to cover any 

f nrlIler cultlvatine land providing a pre-developlIlent net 

return to family resources to such farmer and bis family 

not exceed1ng IL'o2,OOO based on 1972 prices. This amount 

can be ndjusted to tqke core of any price change. ouring 



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

TABLE 4.7 

Loena Ad.aneed by C.ntr8l LAnd D,velopment B4nks - Holdtngwl.e Cl&eslflea tton 

(Amount tn Crorp.s of Rupees) -----

'1 .. 
':. ~:~ 

-. ---- - --------- -------- - ---- ------------------ ---------
S I z e 

- Year ending 30 June -

1970 19'71 1972 1973 19'74 19'15 19'16 1977 1978 -- - - - - -- - - - --- -- -------- ------ - --------------------------------- -- -- - - -------
IJpto 1 beetare 8.38 11.58 7.70 10.55 6.87 10.15 11.45 19.62 29.21 (9.44) (11.41) (5.91 ) (5.81) (4.34) (5.62) (5.32) (1.05) (12. 3 ) 

1 - 2 heetarea 13.60 22.29 19.61 27.52 19.64 26.81 32.12 3?-.68 37. &S 
(15.40) (22.08) (15.04) (15.14) (12.43 ) (14.83) (14. 92) (11.71) (1.'1. 8 ) 

2 - 4 hec tares 22.71 27.83 30.50 43.64 29.67 37.30 44.22 31. 24 ~~8 . 59 
(25.79) (27.58) (23.39) (24.0) (18.77) (20.61 ) (20.53) (11. 23 ) (1 6. ? ) 

4 - 8 hectares 26.59 25.50 20.89 34.53 19.56 23.50 33.30 26.67 24.56 
(30.11) (25.27) (19.09) (18.99) (12.38) (13.00 ) (15. 47) (9.59) (10. 3) 

4bovc 8 ilectare. 11.02 13.72 11.88 20.77 12.02 17.10 26.38 28. 28 4Q.33 
(19.21) (13.59) (9.09) (11.43) (7.61) (9.46) (1?.25) (10.17) (20.7 ) 

( Fl r N t :l- u " of loan - 39.82 44.77 70.32 65.8~ 67.88 189.59 58.56 
no t I1 vnllab1e) (30.54) (24.63) (44.48) (36.45) (31.52) (50.20) (24.62) 

To till 88.31 100.91 130.38 181.18 158.08 180.75 215.35 278.08 237.9 ') 
(100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0) 

SOurce I Statistical Stst.~nt. re1etln, to the Cooperative Movem.nt In India, 

Part I, CreeS! t SocleUe., Varloua blue., Issued by the Re.,rve Bank of India, Bombay. 



subsequent years by applying the Consumer "rice Index UWlloers 

for Agricultural Labourers for the stat.e in whicb t he land is 

situated.. For the purpose of det.erminine the said net. 

return to family resources, 'land' shall incluJe all l ands 

act.ually cultiv3t.ed by t.he fantler whether owned or otherwise. 

The 'not ret.urn to f amily resourco. bas been defined as gross 

family inco~o from land less cOsts actually incurred (includ­

ing cash value of the tantler'. own input., including ca~1 

value of the f8J'1ller's own input, including seed, fertilizer, 

hired hWllan labour, hired bullock labour. read conGumed by 

family bullocks, irrigation chargee, land revenue. int~rest 

on crop loan and rent on leased land. 

The problem8 fnoed by small famers obtaining financial 

a8sistance from LOBs a8 identifiod by the Study Group of 

the Committee on Cooperative Land Jevelopment. Banks (1975) 

~ere as follow8 I 

(1) Small fanuers find it. difficult to obt.ain legal 

documents required for executing mortgaga deeds which 

results in cOIlsideraiJle delay in sanct.ioning of loans 

and, in some case8, even denial of loans. 

(2) Inadequate valuation of security adversely 

Afrec~s the lORn eligibility of small farmers. 

(3) Small fermers find i~ difficult to pay variOUS types 

of feea, the amount of down payment, share capital, eCCe 

• The correspondill~ income was &'3,200 in Decemoer ,1979 
on the baais of the All India Agricultural Labour 
Consumer ?rlce Index. 



(4) Small f'araers need 8 longer ;>eriod for repa)'lllent 

of their lOaDs. 

(S) Small farmers need loan. for repaJ*ant of old 

debts and ~urch8s •• of ownership rights if they are to 

8V61l themselves of long-term loans for uevolopment 

purpose •• 

Howover, t.he GLDB. were required to ellllUI'e that at 

least 20 per cent. of their a<tvances go to amall f an:lers. 

Till 31st March 1976, the ~RDC was providing 100 per cent 

refinance to SF;)A I i.w.\L IIr>OllSOred sche!Oea, to provide 

an incentive t.o t ho meQber-banks to finance a lllrge 

num"llor of BIllall farmers. With the increas1ng involvement 

ot' banka for expand ing flow of credit. to lIUla11 famer9, 

the Corporat.ion decided that "'itll errect from 1st April 

1976 the extent of ref1nance aV"llable for SFDA/t-fIo'AL 

schumes !nay be reduced to 90 iXlr cent for all purposes. 

The Draft ~ixth Plan document envisage. doubl1n~ of 

the present level ot agricultural credit in about three 

yeat's. In the lich t of sat.isfactory pertormance 1n regard 

to loanl advanced to 50 p~ I' cent of the total cred1t 

advanced to amall farmer during 1977-79, cor~ot'ation 

pro ~~se6 to 1mpl~~e this coverage to 60 per cent gradually 

over the next few years. Aa~C will be act1vely involved 

1n the implement-at1or. of the Integrat-ed Rurnl lJevelopr:ent. 

Pl'ogr8llll!1e ill various blocks as ?art of the /Strate~ 

for ?romot1ne; 8I:lall f l!nnel' develolXllent. 



DISDUiI.<)&\mNT AND il;;;'>AYH~tiT Of LOAN 

:1. IIIIIY QOW <l1aculle bow actullll.y lOMa IIrQ diebursed and 

the l"8PAytillIl1t of lOan U c alculated. sUt re15Sl'd8 t.he die­

bureoment of loan. f 1r8t1y. ~~ ~annor at ar"iv1~ at loan 

eligibil1ty OD the :Lucremcntal 1n~Ol:l8 (dlf£Iu'tlIlC8 botden 

pOGc-develo;=.mt. ne \;, 1ncome {lOO jJrlt-develOjJlll811t. net. illC~) 

is done. Artar calculat.ing t.be 1ucreQ;'hl;al lIlcomtl of a 

f ;';1·u8r. the loan elJ.t;i\lllity 18 \oioriLoo. out. t .. k1f1~ into 

au ';ount.. .. he j>eriou 01 l't.lPS),l:l8Ut and t.ho rat.1l of 1o:'9n1llt. 

:;. !lillY (; :I.:;OU(;O he~'e tte Vlilt.~~rn of diebl.lrlilal of 108ns, 

llluGtratillb \-;it.1i ;:.11» prllct.ice of ~. l:.abara8!itra Lull. 

In tho cnse of fl~W loell;:;. loam. (U' 9 d1abura.,4 in lJU"30 

1nstalm~nt;;, 1.0., 40 par cellv. ;0 p~l' Cleut. aIlG )0 PQL' cont. 

L"I th9 case 01 riue\.oll 1Q»roVGt:iOQl; 10 .. n. t.be QIiIount. 10 

C. 13b~u'sed !on t._o lnsl;3l.cIofl~" of itO ~"' .. c;m .. ana 60 per cellt. 

'rhQ ae:::ond (>1' third 1nat.;;.ll:l6ot., afi t.b\l callo L~ai' 0., iu to 

bill d!.sburliect a f t. ... " allcert.a!n1ug t.hr(.IU~h t.h\) l:dlquiry Officer 

or ony o t.he I' o fricur aut.bor1aed t.o ~a;;uQ wod~ cOIaplet,lou 

cel'tl!'icato, tonat. to1l6 loa.'l 8I:101tx.t. all'.ad; di/Jouraea: haa 

been propedy ut.111lled.. Such out.horbea officer hAG to 

eubLlit. his rot'Qrt ?E'riooiclllly uut.l1 :.lle Cooj>lat.1on or t.he 

woll. 

The d laburthlUGllt. 0; Gtlcond/third :1nIH.IU£:IOilt. uaod 

not wait. ullt ll tho bOl'rololar malt!)a an applicat.1on for 

tJ1e S8ClO. If the work dona by the borrowar revoalo that. 

the aar11er lnstallllont 18 rully ut,iliaed by hw subject to 



a margin or 10 per cent, then the subsequent In.tal~nt 

can b. released. 

~17 

The dlsburaement or loan ror the purchase of 011 englnea 

or electric motor shall not be made In caah, but In the forM 

or a certificate. ThIs certificate Is .ddreased to the 

8uppller who viiI receive payment from the ~nk directly. 

Hovever, the amount required for .helter and roundatlon 

tor the above mentioned purpose may be dlabursed to the 

borrower In cash. 

The disbursement or pipeline loans shall be made In tvo 

Instqlments. The rlrst Instalment pertains to t he cost or 

pipelines. The second instalment to coYer the remaining 

Items of work shall be d1sbursed to the borrower by cheque. 

Atter the first Instalment I. dlsburaed, the borrover shall 

commpnce the excavation wo~k within eight days and entire 

development ~ork shall be completed within a period or 

six IIIOnths. 

Defore discussing the other .apect, nam.ly, repaying 

capacity, ve have to consider the gestation period -

time g~p b~tveen the .anctlon of a loan and the commence­

ment or returns trom the project. The geatation period 

depends on the type of crops and the purpose tor ~hich 

loan la aanctloned. Normally, the geatation period alloved 

by LOBe 1. the caae of well loan Is two years and the 

Interest cha rged Is 10. per cent. BMnks do not ob.erve 

any geshtlon p('rlod In the csse of lo&ns for tractors, 



pumpseta, dalry1n~ , etc. In the cose of dug-wells, t ~o y~~rs 

Is the gestat10n per10d observed and 1n the case of lltt 

lrrlgatlon the perlod varies between one year and t1ve years 

depend1ng upon the volume ot work and the area to be 

covered. For plantations, gestatlon per10d varies betw •• n 

8 years and 9 years; tor example, coconut plantation carries 

a gestat10n period of 9 years. 

The repayment perlod of loans for dugwells and dURvell 

improvement is 9 years includlng 8 g.statlon period of 2 

years tor all farmers oth~r than small tarmers. ror small 

tarmers thls period is upto 15 yesrs 1ncluding a two-year 

gestatlon period. '~is period or repayment shallb be applic­

able to the total loan inclusive or the loan component of 
motor 

oil engine or electrlc/pump. and for land development. 

It ls Observed thBt ror calculating repaylng capacity, 

orr-rarm Income Is taken Into account by some banks and very 

often it Is because of thls that there is adequate repaying 

capaCity. Generally, there is no evidence to prove the 

correctness of the figure of the otr-rarm income. SOme­

times adequate repaylng capaclty ls shown by detlating the 

family expendtture or even the current farm expenditure. 

Thus ott-tarm income and family expenditure are often manipulated 

to show adequate repaying capacity and Justify the sanction 

ot the long-term loan. 

The period of the lo~n should be fixed taking into 

account the repaying capacity of the borrower and the useful 



lite of the saset ere. ted out ot the lo~n. For loan. tor 

machinery ~nd equip~nt, the maximum period suggested is 10 

years Bnd tor loans tor~lls and land leYelling, reclama­

tion, building, etc., 15 years as the maximum pp.riod of the 

debentures which constitute the principal aource ot their 

funds is 15 years although the as,ets created out of the 

loan may be ot • ,emi-permanent nature. But within the 

ceilings as indic~ted above, the actual has to be fixed on 

the basis of the borrower's repaying capacity. 

The repayment c apaoity of the tarmers may be considered 

In. terms of the following four faotors I 

(1) Repayment capacity should be measured exclusively In 

relation to the total current income of the fa!"m t'lmlly e ll ) 

(2) It should take into account the minimum con8u~ptlon 

needs ot the farm family (C) 

(3) A desirable margin to tAke csre of l~roy~ment in the 

level or living, adverse weather, cost-price relation, 

increase in liabilities, etc., has to be proYlded (Ll), and 

(4) repayment obligations in respect of pre-existing 

liabilities have to be taken into account (~). 

tlow we c"ln define the annual repayment capltci ty ( H) 

as the excess or a tarmer', total estimated annual current 

income (Y) over the lum or expenditure on minimum annual 

need-bllsed level of liYing (L), the margin to take csre 

of increased consumption, etc. (C), and the repltyment due 



on pro-existing liabilities (~) during the period of re­

payment of the project loan. It may be symbolically 

expressed as I 

It the estimated ' rt ' is equal to or greater than 

the annual repayment to be made, then the tarmer i. 

assumed to be in a position to repay the project loan. 

OVI>:HDUES OF LU[) DEVELOPME>fT BANKS 

Having discussed the repaying c~pacity, let us 

8nalyse the overdues position ot 10BI and ita oauses. 

The overdues ot 10Be which showed significant 

increase in the ,past rev years, is a matter of Brave 

concern, elpecially because loans are expeoted to be 

given to cultivators primarily for productive purposes. 

In tact, the overdues to 10Bs in States such as Assam, 

West Bengal, Trlpura, Rajasthan snd Himachal Pradelh 

are so heavy that their capacity to provide investment 

credit has been seriously artected. 

From the information on the level or overdues ot 

C10Bs and PLOBs between 1950-51 and 1977-18 provided 

in '!'able 4.8, 1t may be seen thllt the overdues ot C10Bs 
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TABLE 4.1t 

Overdues Position of Central Land Development Banks 

and Primary Land Development Banke 

As on 
)0 June 

1951 

1956 

1961 

1962 

196) 

1964 

19M 

1966 

1967 

1968 

1969 

1970 

1971 

1972 

1973 

1974 

1975 

1976 

1977 

1978 

Central Land 
Development Banks 

0.01 

1.15 

1.22 

1.57 

1.75 

1.92 

1.75 

).06 

4.5) 

2.27 

).81 

5~1 

11.06 

12.54 

40.71 

41.71 

54.96 

6).72 

9).91 

127 .)9 

'~ount in Ororee of ltupees) 

Primary Land 
Development Banks 

0.01t 

0.24 

0.64 

0.90 

1.2) 

2.18 

2.40 

4.42 

5.74 

5.9) 

7.06 

9.80 

17.47 

17.60 

17.52 

19.7) 

24.76 

)0.')9 

51.68 

61.86 

Source: ~tati8t iC"ll Statements re11ltJ.og to t~e Cooperat ive 

:~ovement in India, Part I, Credit Societ Ies, Various 

ISBues, issued by t~e Reserve Bank of India,Bombay. 
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1ncreased from lie. 1 lnkh as on )U June 1'J~1 t.o as. 127 

crores nt t.he end of JUlie 1978, 1111:.11 an aver~e annual 

compound grONt.h rat.e of nearly 40 per cent.. In t.he case 

of i'L!)Ba also the overdues :1howlJd a ris1nl: t.rtind 1n many 

St.ates; tile ae~regat.e amount of overdues increased from 

hs. 64 lalth on )0 JUlie 1961 t.o nearly Its. 62 crores as 

on JUlIe 1978 w1t.h an annual compound g rowt.h rat.e of 29 

pel" cent. 
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Table 4.9 prov1oee il~ormat10n on the percentage of 

overdues to dmaQ:ld oi CL[iila 111 var1ou:! at-at.ad bet.wean 

1969-70 and 1977-78. "fhe plu'clmlHlge \,111co "'as 2) as on 

)0 June 1970 shot up to :;9 9.S on )0 .lIme 197tS. .\ com­

parison of t he ?Coition 1n regard \;.() ovorduos a6 percent.­

age t.o deoand be t.\1e en ;0 JW !G 1971 and )0 June 197e 

indicate t.hat. there \fas . an inc ranGe in t.nu pel"centar,;e in 

almc Gt all 5t.nt.~a except nsssc, Kernla, ~unJab and 

Pond 1cl18rry. Among t.lle ot.her at.at.as, t.he Gl·o\~t.h WQS 

hif~li in Tamil Nadu, GuJarat., l<tahoraal'lt.ra. 01"1558 and 

Tr1pllra. 

The percent.l1,;;e of overriuea to domand in t.ile CQ80 of 

PLi:;Be ~il1ch waf; neal'll' )2 as en 30 Juue 1970, increased 

to 4) 86 on 30 June 1976 (Table 4.10). F'urther, thore 

was a decline i n the percentage i ll the caae of Himachal. 

Pradesh , Karnat.aka, Kerala and ;;eilt ilengal. 



TABLE 4.9 

Proportion of Overdues to Demand of Central Land Development Banks - Stat.wise 

Sr. - OVerdues as Percenta a.e to Demand 8S on )0 June -
no. S tat e 

1. 

2. 

). 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

1). 

14. 

15. 

16. 

17. 

18. 

19. 

- -

1971 1972 1973 1974 197') 1976 1977 

Andhra Pradesh 1.5 7.6 19.5 14.) 12.3 12.1 13.0 

Asssm 57.5 6).0 68.4 62.) 74.4 48.) 45.1 

Bihar )1.6 39.0 42.1 41.6 41.6 41.7 64.6 

Gujarat 5.) 25.4 6,.2 47.5 74.2 57.9 6).5 

"aryans 11). Nil N11 N11 Nil Nil Nil 

Himachal Pradesh 48.4 69.2 8).6 56.1 58.4 51.4 63.) 

Jammu & lashmir 18.1 29.7 )0.6 )5.8 )6.3 45.9 )9.4 

larnataka )5.9 27.6 )2.8 22.7 30.) )7.9 50.6 

Kersls 4).) 26.7 )6.5 )9.2 )5.7 20.9 16.) 

Mad"ya Prade.h 42.2 37.) 28.1 39.5 )2.3 N.7 48.8 

Mahtarsshtra 49.0 32.1 84.8 44.5 56.2 62.1 62.6 

Orissa 12.7 23.9 44.3 50.8 58.5 58.5 67.) 

Punjab Nll Nil ).7 7.2 1.9 ).7 11.2 

Rajast"an 15.1 ) 2.2 48.0 50. 0 47.4 2).7 8).0 

1'amU Nadu 2.8 2.2 5.7 5.1 12.9 2).2 44.6 

Uttar Pradesh 18.2 12.7 25.) 21.0 23.9 23.9 24.2 
, , 

West Bengal )2.7 )J.O 41.) 24.9 24.9 0·9 0.5 

Pondieherry 24.0 41.) 45.9 40.0 Ii 2.3 SO.7 57.5 

Trlpura 57.8 65.1 81.0 72.9 79.8 76.9 29.5 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - .. - - - - - - -
All Indh 26.1 19.2 4S.4 3,>.6 39.6 35.3 41.3 

Source Statistical Stat.me~t9 relatln~ to the Cooperativ~ Movement in India, 

Part I, Credit Societi es, Various IRsues, issued by the Reserve 8ank 

of India, Bombay. 

1978 

2, .1 

)5.0 

67.2 

68.8 

N11 

57.2 

29.1 

48.1 

10.6 

52.1 

58.1 

40.1 

3.7 

40.0 

76.1 

26.) 

10.7 

6.2 

84.1 

- - -
38.9 



? l'oport1ofl or Overdue s t o J) C;,lnn<.l or' l'd,c;a l'Y l.and Dove loe!CI" nt !la~ 

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

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

!St:-wto 1971 19'72 

4ndh r a ?rRd e8h 12.8 11.7 

ASSI1ll! 67.8 10.2 

Gujarat 60.0 6).1 

IIary1.lnlJ Nil 0.2 

Himachal Pradesh 2/ .. 4 I.).) 

Kal'tlQt :'lka 47.8 4).0 

Kerala 37.1 )2.8 

f-llldhya ? rsdesb )8.3 48.8 

Hah,qra:mtra 53.5 )9.2 

OrllSs'! 46.1 55.2 

?unjab ).6 2.6 

hajasthnn )6.0 47.7 

Tanil riadu 17.; 16.8 

Uttar ? radush 100.0 100.0 

',."est Bengal 55.7 6).3 

All Indb 31.7 26.8 

OvordUO& as Plll'Conta;.;o t.o Demand 
as on )0 Junu 

19 '1) 1974 1975 

-
27.1 2).) 2).0 

12.0 12.0 12.0 

66.2 74.9 "12.0 

0.) 0.6 2.4 

24.5 31.9 12.6 

46.6 39.3 42.1 

42.) 45.6 )2.0 

46.8 50.1 50.) 

-
54.4 ~.2 62.6 

10.7 11.; 14.0 

5).4 4S.7 40.0 

21.) 20.0 40.7 

100.0 100.0 100. 0 

57.2 4). (\ )1.) 

21.) 44.0 42.5 

1976 1977 

26 . 6 )2 .0 

61.7 62.) 

72. (; 85 .9 

0.5 4.1 

33.1 22. 6 

44. 0 54.9 

)2.0 29.8 

42.) !,> i:i .2 

-
32.5 5).4 

12.6 21.7 

28.9 37.6 

)1.4 49.4 

100.0 1Ov. 0 

24.) 25.5 

)6.1 42.5 

Sourc. S S tat1stical Statement relating to the Cooperative Movement in India, 
Part-I, Cred1t Societ1es, Var10us Issues, Is sued by the Reserve 
Bank of Ind1a, Bombay. 

1 ')'78 

28.1 

51. 6 

91 .) 

6.4 

3.9 

54.4 

22.4 

52.3 

-
)2.2 

16.4 

4).4 

77.2 

100 . 0 

) 0.3 

41.1 
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A field study conducted on bel,alf of tho COlII!Jit.tee 

on Cooperative Land Uevalopment. Blinks , 1975, reveals 

t.h.qt. t.he problem or overdues in LD13a is cou~ on t.o ell 

st.Rt.es . It vI8S found t.hnt t.he ovel-duos were lligh even 

in t.he CQse of St.at.es where t.he brulks were undertakin ' 

int.ensive lOAn1ng operations under AHG-refinnnced 

schemes: for (!xample, States like Andhrn ?rlldesh IUld 

Punjab wh1ch adopt det.ailed ap~rAisal of loan proposals 

and undGI·t akc bet.ter su ;>_rv1sioD over tho use (If invest ­

ment credit by the beneficiaries. W'nile ovcrdues are 

found to be low in the case of some bnnku in backward 

~nd scarcit.y areas (e.g . Chandragiri in A. p.l, t hey 

are nea'lY in t.he case of banks which operat.e in an 

econom1cally developed area (e. ?, . ?at.iala ill Punjab). 

The ot.her reasons for the increase in the overdues were 

natural. calamities like flood s or drought.s, lvilful 

defl1ult.s on t he part. of t.he borrO\"el·s . misutilization 

of 101lns or investments provin.g infruct.uous. unsound 

lend i~s nnd laxit.y in supervisio:1 . 

A hi(~h l evel of overdues 1n a t:L Llv not only erodes 

it.s O\\>n funds, but also affact.s its credit-worthiness 

\·:ith instit.utional iIl'lestors which lend !lu.-';>ort to t.ho 

debentures floated by the bank. Senities, a contilluous 

rise in overclues over a period of years will compel 

t.he bRllk to InaKe Good, fl"or.! it.a 0 ;';11 funds, any shortf'lll 

in t.he sinking fund cOlll!l1itment. ;;UCll n siLuat.lon is 



already being raced by banks of ~t lealt rour s tates, Assam, 

Himachal Pradesh, Trlpura and west Bengal. Thus, heavy 

overdues In GLDBs not only lock up their owned funds, but 

also joopardise their financial position aerlously thereby 

crippling their ability to provide long-term credit for 

agricultural development. 

In the case of primary banks, a high level of overdues 

is considered p8rtic~larly serious beoause they do not 

10li 

have adequate owned funds to absorb heavy overdues. It 

further affects adversely not only the loaning program'lles 

undertaken by CLO Bs but the latter's profit-earning capacity 

4S well (because of substantial reduction in interest income.). 

Causes of Overdue. 

The causes of overdu •• icentifiec by the field study 

conducted by the Committee on Cooperative Land Development 

Banks (1 915) relating to defaulting cultivators who had 

taken loans from 26 pri~ary banks are listed In Table 4.11. 

It Is seen that of 1291 def~ultlng cultivators, 446 cultiva­

tors (or 35 per cent of the total) gave orop failure, as 

the cause for default In repayment of losns. However, 

this cause account@d for 19 per cent of the total amount 

defaulted. Next in importanoe was wilful default, account­

ing tor 20 per cent of the total number. On the other hand 

this resson was responsible for 30 pel' cent of the total 

amount defaulted by far the most i mportant resson for default 

classif1ed by amount. As regards, misutl1tzation of loans 



TABLE 4.11 

Reasons for Deflmlt. J.lenr..ioned by Cult.ivat.ors in Andhra Pradesh. I~adhya Pradesh. 

Punjab and Rajasthan 

( Amount in t.housands of rupees) -- - - - - - - - - -- -- - - - - - - - - -- ---- -- - - - -- -- - - - - - - - - - - -

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

Defaulr..ing 
Anahra Madhya 
Pradesh Pradesy 

Crop failure due to 
drought. and other 
nat.ural calamit.ies )70 36 

Infruct.uous 
investment 31 12 

WUful default. 76 69 

rUsut.llizat.ion of 
loans 74 38 

Laxity in supervision 10 5 

St.iff t.enns of lending 3 4 

Unsound londing in past 6 

Miscellaneous 61 13 

- - - - - -- -
631 177 

cult.ivat.ors 
PUilJab RQjaa- Total 

than 

24 16 446 
(84.58) 

1 24 68 
(.'1.27) 

59 252 

(19.52) 

36 40 188 
(1 4 . 46) 

- 8 23 
(1.78) 

2 9 
(0.70 ) 

- - 6 
(0. 17) 

216 9 299 

- -- - - - (23.16) .. - - - -
327 156 1291. 

(100.0) 

Amount involved in default 
Andhra Madhya Punjab Rajas 
Pradesh Pradesh than 

285 24 44 25 

22 9 1 50 

77 86 187 236 

65 31 97 89 

2 - 23 

- 2 1 

7 -
52 16 497 36 

- - - - - - - - - - -
513 170 8)0 460 

"'Includes 12 cases of default. due t.o more t.han one reason. 

Source . Report. of t.he Commit.tee on Cooperat.ive Lruld Development. Banka. • 

Reserve Bank of India, 1975, Bombay, p.243. 

total 

378 
(1;! .l S) 

82 
(11. .1 13 ) 

586 

(?9 .70 ) 

282 
(a;4. ~9 ) 

30 
(1.5?) 

7 
(0.86) 

7 
(0 . 86 ) 
601 

_(10 .. '1tD 

1973 
(100 . 0) 
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as a cause for def~ult, it was of equal importance (14 per 

cent of the total) in regard to both the number of default­

era and the amount d.t~ulted. Miscellaneous reasons 

accounted for 23 per cent ot the total defAulters and 30 

per cent of the total amougt defaulted. 
6 P.V.Prabhu expressed similar views with regard to 

factors responsible for growing volume of overdues which include 

natural calamities like droughtB and tIoods, increasing cos t of 

investment and purchased 1nputs, price tIuetuation in agri­

cultural produce, social and economic cenditions of tarmers, 

pol1tical interterence, unhelpful attitude of state government, 

misut111s3tlon or under-utll1sation of loans, lack of admlnls­

tra t1 ve efforts on the part ot banks manllgement, wUtul 

defaults, etc. It is apparent th9t while the banks hav~ to 

gear their supervision machinery Ilnd make concerted efforts 

tor recovery including taking coercive measures agAinst wilful 

defaulters such efforts halle to be matched by invoking active 

support and assistance ot the state governments. 

DIV U1 !>ION OF LOANS 

'£he LDBs impact on the farm economy has been tar 

below expectations.? 11118 has happenld ma1nly becl'luse 

LDB, advanees have not been entirely used for the 

stipulated purposes but have been diverted. The term 

6 Prabhu, ~.v. "Cooperative Credit for Agriculture -
Role of Land Deveiopment Banks", op.cit., Dp.144-154. 
? l.lhat, ~l.L., "Diversion of Long-ferm Agricultural 
Finance II{A Study ot Paat Trend. and Future Strategy), 
Economic and PolitIcal Weekly, 1971, q Oct., p.2151-215A. 
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'diversion' connotea the UliO of funus (1n ?RI't. or full) for 

purposes (desirable or uncteairable) oth(H' t.han for which 

the loan was originally sanctioned. This i8 actu lly the 

dif ference bet.weell the total amount borrowed from I:.he Bank 

and the total amount. ut.ilised for the ap;Jroved agricul;:,ul'al 

purposes. The diversion of long-term loans were observed 

t.o be of three types : 

(a) 11hen Li:lt.J doducts a certa1n amount (be t.we en , ... 

and 15:" ) out of the sanctioned loan by 1/l'I.y of ahare 

c~pital, compulsory purchase of rural deDentures,utc.; 

(b) when it takes place in lieu of intended pur~ose 

(on investment); and 

(c) when 10an8 made ava ilable arB 1n excess of or 

short of actual requ11·ement.s. 

" reference Clay be made here to a study of 'l.l...!.Ihat 

in regard to diversion of loni,;-term agriculc ural financo 

in 10 selected districts of five states. 

The author is of the opinion tha t even 1n the same 

state, there was cons1derable diversity in priorities 

accorded to the different lo'!)n pur;>eses in the solected 

district-a. For instanco, 51), of funds were g iven for 

land improvement in Bilaspur' diatric{. ( /oil ), \',hereas 

sinkine and repairing of ~lells FI..nd redtIIJI;>t.ion of debt. 

received highest priority in hat-lam district of t.he same 

State. 



Of t.he .:it:'1to8 s~ud1ed, the diversion of funtis was 

highest in J.fadhya Pradesh, and )7 per cont. of the tot.al 

amount. of loan obtalned by selected borrowero was 
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divertod. The proport1on \~as much highor (41 ,~ ) 10 B1las!)ur 

d ist.rict of t ho a~e ~t~t.. The corre6pond l~ p~rcenta~eB 

in A5SGIll and OrlsBa wel'O 21 9llU 2) respect.ively. Dlversion 

of funds was the lowest (9~) in Andhra Pradesh. 

There wore generally four io?Qrt911t f3ctora to which 

Buch (livers ions may be at.t.rlbutable. 

(i) Absonce of ef!'ectiv8 supervisionj 

(li) Inab1lit.y of LUBs to ~ake reliable estimat.es 

of t.he cost of a project which gave scope 

for londing more or lese than what was roquiredl 

(11i) lies t.rict,ive l ending polic1es ',;hich led to 

gr ant.ing loans wit.hout. fully t.akin;; 1nto account. 

t.he cost andj 

(1'1) t he delay in d1sburscT.lont of loans. 

Tha long-term loan for purposes other tlian pwnpset.a 

and machinery, 1s ~iven 1n t.WO inst.nlments. The last 

1nstalment of t he loan 1s adv911ced on the hasi s of a 

certific ll t e fl'O/ll villaGe officiala. It 15 alleged that. 

orr ic1nls i Sflu.e orescrioed cert1fic ntes 1nu iscr1mlnately, 

quite often without alicertAinln,; tho facts, heC3 <lSC, 

t hey c ai1not. ris k unpopularity nmorlb the villager s . 

Aga in, it 15 ointed o~ t. t hat mo~ t of the LvBs (a. c. 

Andhra Pradesh , Orissa 9lld Nlldhya l'radeehJ advance loans 
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for levollinG of land. raising of seed beds. bun<ling and 

drAins. \ .. It.hout any oxnmlnat lon. 511nilarly. loana weru 

advanced for 'protection of land from floods' (o. b. Assam) 

to imi1vlJ ual borro~iers. It is not. clear hO\1 an in;,i lvluual 

borrower can const.ruct flood prot.ect.lon bunds ~Ilthout 

poolln ~ with fal~.r8 in t.he neighbourhood. Moroover, loans 

for sinking of wells have been advanced in areae where 

well irr~~ation is either impracticable (for instance . 

billy areas of Gujarat) or unsuitable (for exampl e, 

Macihya Pradesh ). 

Thus LUBs will have to tnke various corrective moasures 

ooth on organisat ional a6 well as at ~rocedurRl lovele 

to improve their 0!>eratlon8 ard t.o pu.t a atop to the 

prevalent miautilizatlon. 



GH~ ?T F.;," V -

'rh1~ chapter identifies and examines some of t.ho main 

pl'oillcns of personnel !!Ianagement., co-ordinat.ion 1l1'ran,r;ement 

o f t.he " l) ila 011 t.ile one hand and v Arious dCjlQz't.ments of t.hs 

st.ate e;ovo .. :went.s and institutivns like the .,d I, the A .. C, 

etc •• on t.he other. 

A review of the staff ;JC)siLion in LULls indi cates that 

in t e l''!:lS of funet-ions, cond it.ions of service . met.hods of 

reeruitoent, training ,etc., there ill cOTlsicJ era ule hetel'o-

gone it-y arno t!.!., the v al'iollS ut.ates . "In fact it 11ill 1I0e u<> 

on exnggeret10n tv s ny t. ha t at pras(; lIt land devolopme nt 

banks ha.ve hardly any definite policy regardlIlg staff 

incl ;.td inu th'lt nt. t He hiisher l e vell;!. ..'01' illfll., anes. t i, l3 re 

were only t .. o owt. of 19 GL l/lis I,;hleh hAd thtl ir ol> n ch ief 

exec" t.ive off'ieers." 1 

In brief, L .... l:ls are leaniub heavily f or t.he il' staff 

requirement.s ouch all managers, secretaries, auditors , And 

Cll i e f e;,ecu t ivG of f ic il rs on t he state governrnenta. 

1 ,-easrve dank of India. i'aport. of th ... COIll.r:l ilOtee on 
:':oopenltive Land J evalopmell t Bankll , Bombay,197;, p.272. 

ll~ 



part.icular-ly on the staff belo!l2;1n .. ; t.o t.iH ! Gooporat.ivc 

rJepArt.!:ICnt. 

As rer,ards t.ho middle management. pcruonncl requirdd 

At. regional levels for execut.ive, operational MlO 6u~er­

visory purposes, the LUBs, by and large, nAve their O' nl 

st.aff. At the field level i.o. at. t ho dist.rict./sllb-

d iVis ion/tehsll/block level, t.he staff ontl"U6t.ed >l ith 
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the task of proootional work, SCrut.UIY of loan ap~11cat1ons, 

disburscment of loans, vel'1f.ication and recovery of loans, 

hl'ls been directly recr..l ited by the banlts. HO~1evor, for 

the staff required to perform functions su ~ h all public 

inQuiric r; -'100 recovcuios, the LUBs cont.inue to hoavily 

depend either on the i(evenu9 L"opart.lnent or on the 

Coo pe rAtive Oepartr:lent. 'i'here are a tew states such as 

Assam, BihAr, J8lll!7tU and Kashmir, Tripura and ',1est. Dengal, 

whero the 1, ;~ iJs d epend on t.he Cooperat.ive J)epartroant. evan 

for t.j ,e services of clerke and t.:f?ist.s. 

The need for improving t.ho quality And quant.it.y of 

the ~t.aff in Lubs hall basn rightly erophaailled. For 

eX3IIlple, t.h!! All Inci ia (ural Cred1t. iievlew COMmittee ( 1969) 

pointed out. tha t ap!'Irt frO'::I tskin,: varioue llt.eps to 

seell nl the service s of competent. stafr, t.here \;i llS need 

for ;lropex' trn lnitl~ in order to enable these banks t.o 

under'take in a s ys t.ematic mann<lr, v~riou 5 funct.ioflu suen 

as appraisal of lelln a pillieatiens both froM t.ho firu'lnc i,,1 

:!nd teci,nicnl llt.andpoiJIt.s, f01lo .... -up aet.ien s uch as 



supervis ion over use of loans , recove r y of 10ans, eLc . Ie 

\, '::{S ,'11 9 0 su ~gested eha t. LDBs mi,:b t. i neroduce a managemont 

cad ro in l'LD!:Is. 

"efOI'once may be made her e to s ome or t.he develop­

ment.s i n t.he recant. years. f irst.ly, t he intr otluct.ion of 

the product.ion-oriented lendil~ s yst em requires L J~s t o 

improve considerably t heir operations s uch as a pprnisal 

of loan pr oposals from t.he T.ocbnical and fin nnci.? l aspects, 

~iorkinr, oue economics of ehe pr oject.s to decide a bout theil' 

bein~ bankable or oehorwise, Ii:d.ng r epa ymene periou of 

10a11s on a sci enti£ic basis,ot.c. 

Secondly, l..-hUa s anctionin.,-.; agric" lt.ural credit 

p. 'oj ects in s overal of eha :lt ates , the l Ull has r e f e rred 

to t he urgency as al !50 t h e ne ed for Lulla to have competollt 

st.aff .oith a view t o enablinc; ther:! to undertaKe effective 

participation in proJect financinr; . 

Thirdly, in rece nt. years, LDUs have be en oxpe l' i enc l n,; 

a decline in the ir loaning Op(u"!!.tions in SOllla area s mainly 

a ll a ,"esult of t heir emphRsi3 on financi !!.l aos i lS t anc e for 

!!Iinor i r ri r;l'ltion t!ol'ka such liS sinking of well s , installa­

t.ion of tube- wells,etc., v;bich de pend on th" availa ui11ty 

of ground .... a ter res ources. In t.he li':;:I t. of t ile auove 

developments, LDils should r eoriont suita uly t he ir policie s 

reg a rding recruitment and trai n ing of vr.l.rio..ls c atel~ories 

of staff. I n t tl ill cont ~xt, the ;,i:l I and th~ I" ,"; ila ve 

recol~l~e !ld ed ;;0 L,lBe i ll 1913 a scl:e!.le of mar:a.;",ment trainoes 



t.h o essent.ial feat.ures of which wore : 

(U i>ach bank should have II t.osm of offictlrs I>ho 

will be IIble t.o 118siut. t.he managi ng d i~·ect.or 0 1' t.he 

general manager and will eventually be able t.o t.ake up 

sellior level execut.ive ?ooitions in t.h.. bank. inc.l u" i ng 

thp.t of the chie f execut.ive. 

(ii) To st.art with. t.hea bauk way recruit 2 to 4 

manl~gement "rainees. e"c. 

Presently, t.he trainin6 for t he personnel of LuUs 

are aVAilable at , 

(a) "he i,aserve Bank Collego of Agricul"ural 

Danking . i'OO IlIl ; 
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(b) Coopara"ive Training Centres run unJcr t he 

Auspices of the Commi t. toe for Coo perat.ive 

Training , ·.~here special courses in land d<::velop­

men" banking are conduct.ed; and 

(c) in"ernal staff training sch~nes organised by 

some of t.he CLl):Ja aa in ,..raharasht.ra. 

It. Llay be ,Jointed out t h.9. t. t.ho COllWl i t. t.ee fer 

Coopera t.ive lrainil16 way consider conJ uctine A varie~y 

of func~1crtally oriented course" at. " heir "r;'1 i n1n,..; 

cent.res run by the St at.e C;oo i>6 ra \, ive Unions. rhe 6ubject. 

mat.t.er and content.s of t.he functlonully-oridntad 

courses . recomruended above for personn"l At different. 

levels, are listed below : 
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(i) epeci:'!l course for account.ant.a of t.ho primary 

banks; 

(ii) special COw-se 1n loan a;>,.>raisnl for fiela 

personnel l1kc superViS01"S; 

(iii) familiarisat.ion couree in technical mat.tero 

like atudy of contour ma~s, ground wnter 

development., etu:! }" of .. 'evenue records, st.udy 

of aapects like extending eluctr1c connoctions 

in rural al'eas,etc •• and 

(iv) familiarisation course for r~covery of dues 

inclull1ng , 

(a) coercive measures, 

(b) collection at procurellleHt centres, where 

monopoly procurement. ie introd ..lced. nnn 

(c) efforts at l1nk1ng credit with marketinr, . 

Role of Technical Cella 

The need for technicRl ceUs 1n LL-Ua arose with 

the emphasis on productioll-oriented lend1ng, and especially 

a.tter the establishment of the A,,(;. The scha:uc for 

technical personnel 1n LDBs a~ns at providin~ a nucleus 

of t echnical competence 1n tbe banks to help the officars 

of banks in deal1ng "d,ti) ~cheme5. brin.;:;1ng about liaslon 

with t.he technical de partments of tile St. ate govel"funElut. 

1ncludinp; t.he state groundwater directorate ana bo ios 

such aD t.he stllte electricity boards and guiding the 

field staff of the primary banks on tedlllic fl l 811"ects of 
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the tenos and conditions of the loans and compliance ~.reof. 

Depending upon the aise and scopo of developmental schemes 

financed. t.he bigger .'LDlls Day al~o have one or t wo tech­

nical officers tor field work. 

CGOI\J) ItIATIuN 

Co-ordinat.ion batW88n ~e ~Ull8 and state cooperat.ive 

bankS. co~ercial banks and govorf~ant depart.ments i6 

required at the State. disl.rict and block levels for t.he 

proper fonnul8tion of schelJee and thoir successful .1IIlpl~­

mentation. Arrangements for coordination at t.he ~tat. 

level and. in flame clises. at ~e district. level a8 ~Iell 

have been msde in almost all Stat.ea. 'fhe Agricultural 

?roduction Comm.il!lsioner or Development. Commissioner of the 

Stat.e 18 uaually the Cba1nuan of the cooruinat.ion cOClmit.tee 

at the state level which includea senior officers of the 

various departLlent.a and agencies. like Agricultural 

Department. Co-operative lJopartment. Irrigation Department. 

St.ate "lectricity Board. otc. 'l'he ~oo1"d ination Commit.tee8 

at the Stllto and district loyels should incluuG a sonior 

officer of the CLOB. 

,(01£ OJ? TH .!: it e:tii::.I. ; ::: BAtIK (;~' INDIA 

The role of the .uH. 1n 80 far as t.ho 10n6 tOnD 

cooporative credit. atructure is concerflad. is broAuly 

divided into: (i) financing nmct.lons. and (ii) promotional. 

advisory and coordinating funct.ions. As regaNII f inancin , 

functions in r elation to long-tern credit. 1~ subocriuos 



to the ordina17 nnd r'.Jral debentures floated by the l.;..Bs 

and provides lORn from its Long Terra Operating funa t.o 

the State .. ; ovcrrunents for making contribu t.ion to t he 

' llb 

shAre c 'lpital of the (;L,;138 and I'LD8s. UnLier the pl'Omo­

tional. advisory Ilnd coordinating functions t:ooe various 

activities such as periodical inllpectioll of banks. visits 

~o banks by i'~s officers.etc. Another area in which ehc 

,WI is assi&ting t.he LUBs is the eraining facilities 

provided f or t.heir officials at tne Colleee of Agricultural 

a~nking at Poona. 

The Committee on Cooperative Land Development Banka 

( 1975) at.ressed the need for the .WI's role and in this 

regnrd the follol, i ng recommendations were made I 

(a) The ,ill I llIay r.:ake available to t.ile Nat.ional 

Cooperative Land Developmont. Banks Federation. !1 pllnel 

of names of olficerD suitable for buing a~point~d as 

chief execut.ive officers in the (;L,,!.la. 

(bl The Bank may introduco a detailed scheme for 

regular inspect.ioll of a\". leaD\". thQ bigger ,'LUus. This 

is essential in view of tho lal"ge amount.s provided by 

the primary bRCKS ror investment. in agriculture and aleo 

" ith 8 view to improving the opel'ational officiency of 

the banks; 

(c) The Bank may expand the facil1t.ieli for training 

in land developm~ l1t. ballkin!~ at t.he College of M:;ricultul"al 

Bao i<ing . ?oona; 



(d) 'rho ila)"lk Dlay conduct regular inGpect.iolls of 

GLDBs at least onca in 18 months instead of much longer 

intervals as at present. 

i,OLE OF 'j'H t:: AG.d ',; ULTU. ;J\L ,iif' I N ~NGr; 
A~ b u~v ~!L6Pb:::. ;tr ~ o'HjO iiA1iIGN 

The AliDC has played a villuable and pioneoring role 

in t he introduction of scient.ific met-bods tor ap;>rllisal 

of 10all8 by (;L 008 in fomulatini; viable s chemes and in 

increAsing the long-term resources for investment 1n 

agricult.ure. Howe.,er, t.hiJ re is need for the A:.JC t.o 

take more act.ive int.ereat in the act.unl working of t hi:l 

LDBs anci in 1IIIproving. t.heir method!> of ,,"orking . For 

this purpose, the A.me; may nel" each GLuB in prepal'ing 

a staft development. plan, includi ng t.echnic'll st.aff, 

and t he most. a pPl'o pr1ate staff set up. '.'he ,\ ,.J,)C can 

also help the banks act.1vely in identifying net.' ai'aas of 

investment. co enable t hem t.o maill t. ain the momentum in 

their loaning operat.ions. 

The A,WCs l"&lat.ionship ""i'ch too Ljjus can 'ue ful"t.her 

st.rengthenod by providing or10nt.a1:.ion trllinin& f acilities 

to the management trainees or senlol' executives of t.he 

LDBs. 

The Federatioll is doiny, cOl:llDentillole ~"o"k in matters 

s uch as ensuring coordination lJetweon the bllllks nnd the 

Govanl::Ient. of Inciie, t.he ,.13I, tno A,we , the LI'~ and tht! 

] 1 ~ 
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!>DI !'Ind other cOIII!llarc1 ~l banks in regllrd to 6'.! ;'port to t he 

debent.u r es flO !lt.ed by t ho m'.!mber banks. The r-ederetlen 

should have a lJ iviS.i.ofJ of :> tudiel5 and i1.eSG.Qrch headed uy 

Q senior officer who will be helped by othe,- officcl-s nnti 

support.ing staff. rhe Division should undortake detailed 

stuuiaa of the va rious aspects of the worki/~ of L~~s 

es?eciRlly in the coope r ntively weak St.a t os and make 

detailed 8ugge:;tiolls for improving t.hoir opll r l1 tional 

eff icielicy inclu'; inG simplificat.ion of procedures - a 

sphere 1n which ver y lit tIlt st.udy has boen done by 'my 

agoncy. 

Li::G I SL Ai' I ON 

In t.h e initial stages of developme nt, whe n the 

first few Lj'HJs were organised a t s el e ct.ed pIsces in l;h .. 

erstwhile nadras 1>res1d~ncy (1925-27), thoy were registered 

like any other a:~ ricultural credit socie t.y w1thout. any 

s pec i al privileges or r1 i)h ts. F'011o\i1n,: tlla r e commendat.ion 

of the Townsend Coramitt.e. on Coo pe r a t.ion in !«adr os (1 927 i, 

8eperat,e legls1 ~ \. ion in favour of !.l·lls was enact.ed in 1934 

in the for' r.t of t h e ~,adr&s Land Hortgage Banks Act. In 

later ye ar s , othe r states eit.he r i"0110,,'OO the pr actice of 

the l.fadraB St.a t e i. e . enact-ud a s e l'arate l e l i sla t- ion or 

provided Il separate cl,!}pt e r in the Cooper a tive :>oc1eti" s 

,\ct in regard t o t.he Ioiorkiru.; of t hase bellks . wt of t he 

7 CLUBs ~ctively functionin~ i n 1954, 3 ~ t. ates viz., 

ilndhra ?radIHlh, /i[adhya i'radesh and l!'ad . as had SOpa l-l} t.c 



Land Mortgabe Banks Acts, It'hile in t.HO other ~tates,viz., 

Mysoro and ;';est BengAl, t.he CooperAt.ive :,;ocletles Act. 

cont.Ained separat.e chapt.ors 10 regard t.o the working of 

these banks. 

The All India Hural Cndit Survey CCIIllIaittee (1951.) 

fllvour'ed separate legislllcion for LUDa on the lill6S of 
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the Madras Act of 19JIt. However, the Cocmittee on 

Cooper'ltive Law (1951) which reviewed t.he posit.ion in t-hlll 

behalf expressed the view that chere "'as 110 partieul"r 

advantage in enact1n~ a separate Act on the subject and that 

the special facilities required by those banku could na 

well be provided for 1n a separate chapter in Clio 

Cooperative Societios Act. At present. thez'@ 1s separat.e 

leg;ielation "elating to LDl"la in eight Sta\.ea viz., Assam, 

Haryana, H1I!lachal rradeah, Kerala, ~fadhya "radeah, 

?unJab, Tamil Nadu and Uttar Pradosh. In che remaining 

States, the Cooperative Societies Act contalos necestiary 

provi~ions regardine these banks. 

In some S~8t.e8, ~he Coopera~1ve Soc1etie~ Ac~ aleo 

con~a1nG a provision 10 regard to the recovory of overdue 

afaount as al'rears of land rovenue; for lost 'lnce, 8llc~ions 

101 and 102 of Andhra Pradesh Cooperatives I\c1:.,l<;61t. 

The present legal framowork appears ~o be adequa~e ~o 

enable the ?L DBe to effec~ recoveries from dofaul~1ng 

cultiva~ors. The difficulty, however, arises either 

because ~he primary oanks do no~ tnke prompt staps for 



init1a~1ng legal ac~ion against detaul~~ cultivatorc or 

the procedure prescribed for tohe purpose und <l r the \uleu 

or by the Coopera~ive lJepartment. is time cunsuming. rtw 

lacuna in the legal framework may be pointed hore. In the 

Coopern~1ve Societies Act or Land lJevelopmell~ Banks Act. 

in some States such as Punjnb and Madhya Pradesh. certain 

deficiencies have beon found ~Ihich are eit.her cOOling in 

the way of prompt action being taken by t.he banks or 

creAting cert~in imped1men~s in the way of legal action 

t.o be taken aga1nst default.1ng cult.ivat.ors; for instance, 

Sect10n 12 of t.he Punjab Cooporat.1v8 Land 1- ortgage Hanks 

Act, 1957. and Sect.10n 18(2) of the Madhya Pradesh 

Coo!>erat.ive Land Development Bank Act. 1966. In iJelhi, 

tho Cooperative Societies 'ct., 1972. does no~ cont.ain any 

provision fOr distraint and sale of produce of the 

mortgaged property. 

the Committee on the Cooperative Land Developmont 
~ 

oanks (1975) BuggeGted the follow~~ coercive ceasurvs to 

be taken by the L:'Bs against ciefaulting members I 

(1) 'l'he :3t.ate Governments may make prov1::J10ns for 

(a) recovery of ovordues from oorrowors a8 

arrears of land revenue by issue of a 

certl£icate by the rtegistrar of Cooperative 

50cietiea; and 
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(b) umpowerln.~ ene ilOBl'd of the CLJ o and 

Trustee ~o reso~ to uiatra i nt and aale 

of t he crop on ~e uortgaged property 

1n c ase tne manag6lllelit of t ne primary 

bank is 111(11fferent. 

(ii) The state governmer. t may make provis ions 

1n t he legal frame ~lorlt for the Trustee 

( Registrar) 1ssuing a ce~i£icll te on his 

own mccion for recovery of ove rdue loans 

of \;L ;JBs as a r rears 01' l and revenue. 

(ili) Provision ma y be made 1n ~e legal frame­

work for d isqualification of the \;oard of 

directors of a ?LDD. if oveN ues i n tha 

bank are over 60 per cent and persist for 

a perIod of two yeara. 

l'he a bove provis ions are important particularly 

in view of t he r i:.;l rlb tl'end 1n overduea of LD3s I1S aeen 

in Ghapter IV . 

It may fu%'the r be po1nted out th!l t in /IIany ;;,tatea 

in \4h ich l and reforms leg iDlat.10n has been enacted , one 

of the o bj ectu was co fix a ceiling on i ndividuRl land 

hold~lg . This has created , in some instances, a sense 

of uncert ~lnty in t he mi nd G of t he borrower o from t.he 

Lims. In a few State s such as Ja.mmu and Kashmir, 

Himachal Pradesh , Orls sa and i'lest. Hong ."1l , the l and reform 

leg1slat ion d 08S not provide for transfer of liabilit y 



011 account. of t.lle 10Bn from t.hc. !.1;Jja t.o tbe pereoll ~1l0 

acquire. t.ho BurpluB land consequent upon the enforc8l:l~nt 

of land ceUings. Thio may afrec~ the interests of t.he 

bame. in case t.here is detault. by borro" .. rs. 

Furt.her, provision may be maae tor delegation of 

t.he power of t.he ofUciAls of t.hG flevllnue I1IlCi C:ooperllt.ive 

DGpart.ment. to the official. of the Luils for effact.ing 

dist.raint. and aale of tohe crop of t.he mortgaged property. 
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COtlCLUDIHG l\El,IA!IKS 

In ~he preceding chapters of ~ho s~udy. various aapec~a 

of func~ion1ne and progress of t.he LDlls in our count.ry are 

examined. In this chllp~er, a brief resume of' ~he main find­

ings of ~he study is present.ed and suggest10na are made in 

regard to the erficient. funct10ning of LUB •• 

Long-Term Agricultural Finance by the Cooperative Land 

Jevelo~ent lJanks which hulps capital formation in agri­

culture by prov1din.~~ the required invest.ment finance, 1s 

very essential from the view point of rais1ng agr1cult.ural 

production and thus promoting the country' a economic 

development. 

Ef ficient functioning of L:.Jus is related t.o it.s 8t.ruc~ 

ture Anc! organizat.ion. At present. thou ·~ bOth un1t.ary and 

federAl. structures co-exist. t here is a p,'onounced tendency 

towards adopt.10n of t.he rederal st.,"ucture. Irrosflect.lve or 

the stJ'ucture followed a proper flow of funcle bat~leen GL0lJa 

and primary branches mus~ bo maintained t.o ellou"e =-ruoot.il 

business operat.1ons. 

The lOlming o j>eratlono of GL;':lljS and ,'Luils slo\~ed 

down dUl'1ne the 1971-78 per10d compared to t.hO earlier 

decade. One of t.he ma1n fllcto.'s for t.his situat.ion 1s 



~e growth of overQues which in their turn depend upon several 

factor8 aueh a8 natural calamities, lack of proper and 

efficient management of funda, lacunae in the present legal 

framework and poor administration. It is essential to tone , 
up the .fficiency in the working of CLD~a and PLDBs part-

icularly the recovery performance which may help mitigate 

the problem of overdues. It may be emphauiaed here that 

the gl'eater role has to be played by ~e primary banks as 

theee 8re agencies which are in d1rect contact with the 

customers in regard to implementat10n of the policies. 

The heavy overdues have led to considerable reduction 

in the working capital of both CLiH3s and ,'LuBs and curtail­

ment of their lending operations. The secular riae in over­

dues of PLuDe has alao adversely affected their ab1l1ty to 

borrow from CLOaa. In turn, CLVB.' power to raise financ1al 

resources through iS6ue of debentures is affected due to 

shortage of secur1ties required as backing. 

Attempts should be made to increase the working 

capital of the LDBs by approaching the itHI, State Governments, 

the Allie, etc., for more funds. It may be pointed out that 

in this rogard rural debentllres and fixed deposit.s pl'ogrammlts 

of CLDBs should De made attractive for securinb more funds 

through mob1lisation of rural savings. 

The problem of overdues may also t.ransfer the viabilit.y 

of br8nches. In the aixt,ies ilnd since the inception 01 
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A"C, viabUity of branches waa rightly hlbhli~t.ed t.o cope 

up With the lncl'easing qaant.UCI of loan business and t.o 

undertake more diversified functions in future for IIlOdem1r.­

ing agriculture. It is important. t.o not.e t.hAt. at t.he end 

of June 1978, LDBs' share trOlll t.ho AaDC declined whUe tho 

share of cOIOl:lercial banks improved considerably. 'fhis ia 

evidont. that t.he LOBs' lack of efficiency was 1II0inly duo 

to its prosent londin!; procodures. It 11i hi~~h t.1me t.ha t. 

LDBe s hould d iversify their londing operations by providing 

loans for activ1ties Guch 8S , poult.ry f !ll'lllinl:; and dalry~ • 

Diversion of loans by farmors, which appoars to bo a 

COlll1ll0n practice may aegl'avato the problam of overoU4I8 and 

'11so hinder an estimated progress. The scope for d1veraion 

arises because of improper ap~raisal of land, untimely lend­

ing , laxity in supervision,etc. Hence, it is nocessary 

to give importance for valuation of land and in t his l-oga rci 

we can bO in for an 'Indian Ins t.1t.ute of Land Valuat.ion' 

in line with Appraisal IIUit.1t.uto of Canada or the AlDel'ican 

Institute for lteal Estate Appraisers. 'rho LOBs may 8\lg1llent. 

thalr supervisory staff wherever t.he existi ng staff is 

found inadec:uate f or processln,:; of t.he loan cases anu 

supe r vi s ioD of \!redit as also improve toile quality or st.aff 

by arranging f or t he ir trainin~ . 

The LDBs may consider amandin,,, t he by-laws to aboli~ 

the requirement of a c ertifica t e from the village I local 

off iclals as a proof of ur.iliz lltion of loans since generally 
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such cert1!1cate8 are proyod ~o be false. 

To conclude z LOBe could make a a1&n1f1cBnt. increase 

10 the1r operat1ons within a short apan of three decade. 

for which t.hey deserve credit. However, much reaains to be 

done 10 the years to come in terms of the quality of 

performance. 
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